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Dear Fellow Shareholders:

2011 was a very big year for Sunrise. This past December marked Sunrise’s 30th anniversary of serving seniors
with its best-in-class, resident-centered care philosophy. More than 350,000 seniors have seen first-hand why
Sunrise is unlike any other senior care provider. It was also a year filled with solid progress in strengthening the
organization. While we continued to restructure many pieces of our Company, we have generated strong
operating results, reduced overhead and expenses, and built a very significant amount of net asset value.

We are proud of our results and of our continuing reputation as a successful manager of a broad range of senior
living communities. We are at the higher end of senior living and have built our communities and our teams to
provide the very best service and care. We have always set and held ourselves accountable to the highest of
standards. This is in our DNA and this will continue. We are also proud of our proven ability to meet our
challenges. Although we don’t know of an ocean that promises only smooth sailing, we take pride in Sunrise’s
drive and integrity to navigate through calm and difficult seas.

And now to our secret weapon: the women and men of Sunrise. Certainly most CEOs will say in their annual
letter that they’d be nothing without their people. But I’d ask you to take a moment to consider what we do at
Sunrise; and consider our 30,000 dedicated team members who work round-the-clock each and every day to care
for our residents. We could not be more proud of our team.

We are confident that our leading reputation for providing every resident with the highest quality of care and
service will continue into the next 30 years and beyond. I would like to thank our founders, Terry and Paul
Klaassen, for their continuing devotion to everything Sunrise, our team members for their tireless care for our
residents, their families, and each other, and every one of our stakeholders, for their support in making Sunrise
the company it is today—and will be for years to come.

0.

Mark S. Ordan
Chief Executive Officer

March 21, 2012
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This Annual Report contains forward-looking statements that involve risks and uncertainties. Although we
believe the expectations reflected in such forward-looking statements are based on reasonable assumptions,
there can be no assurance that our expectations will be realized. Our actual results could differ materially from
those anticipated in these forward-looking statements as a result of various factors including, but not limited to:

the risk that we may not be able to successfully execute our plan to sell certain assets mortgaged
pursuant to our German restructure transaction or the net sale proceeds of the mortgaged North
American properties may not be sufficient to pay the minimum amount guaranteed by Sunrise to the
lenders that are party to the German restructure transactions;

the risk that we may be unable to reduce expenses and generate positive operating cash flows;

the risk that, as a result of our fully drawn line of credit with KeyBank National Association, we may be
unable to generate sufficient cash from operations to fund our operations;

the risk of future obligations to fund guarantees to some of our ventures and lenders to the ventures;
the risk of further write-downs or impairments of our assets;

the risk that we are unable to obtain waivers, cure or reach agreements with respect to existing or
future defaults under our loan, venture and construction agreements;

the risk that we will be unable to repay, extend or refinance our indebtedness as it matures, or that we
will not comply with loan covenants;

the risk that our ventures will be unable to repay, extend or refinance their indebtedness as it matures,
or that they will not comply with loan covenants creating a foreclosure risk to our venture interest and
a termination risk to our management agreements;

the risk that we are unable to continue to recognize income from refinancings and sales of communities
by ventures;

the risk of declining occupancies in existing communities or slower than expected leasing of newer
communities;

the risk that we are unable to extend leases on our operating properties at expiration;

the risk that some of our management agreements, subject to early termination provisions based on
various performance measures, could be terminated due to failure to achieve the performance
measures;

the risk that our management agreements can be terminated in certain circumstances due to our failure
to comply with the terms of the management agreements or to fulfill our obligations thereunder;

the risk that ownership of the communities we manage is heavily concentrated in a limited number of
business partners;

the risk that our current and future investments in ventures could be adversely affected by our lack of
sole decision-making authority, our reliance on venture partners’ financial condition, any disputes that
may arise between us and our venture partners and our exposure to potential losses from the actions of
our venture partners,

the risk related to operating international communities that could adversely affect those operations and
thus our profitability and operating results;

the risk from competition and our response to pricing and promotional activities of our competitors;

the risk that liability claims against us in excess of insurance limits could adversely affect our financial
condition and results of operations including publicity surrounding some claims that may damage our
reputation, which would not be covered by insurance;

the risk of not complying with government regulations;
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* the risk of new legislation or regulatory developments;
* the risk of changes in interest rates;
* the risk of unanticipated expenses;

* the risks of further downturns in general economic conditions including, but not limited to, financial
market performance, downturns in the housing market, consumer credit availability, interest rates,
inflation, energy prices, unemployment and consumer sentiment about the economy in general;

* the risks associated with the ownership and operation of assisted living and independent living
communities; and

* other risk factors contained in our Form 10-K for the year ended December 31, 2011 filed with the
SEC on March 1, 2012.

We assume no obligation to update or supplement forward-looking statements that become untrue because
of subsequent events. Unless the context suggests otherwise, references herein to “Sunrise,” the “Company,”
“we,” “us” and “our” mean Sunrise Senior Living, Inc. and our consolidated subsidiaries.



BUSINESS

We are a provider of senior living services in the United States, Canada and the United Kingdom. Founded
in 1981 and incorporated in Delaware in 1994, Sunrise began with a simple but innovative vision—to create an
alternative senior living option that would emphasize quality of life and quality of care. We offer a full range of
personalized senior living services, including independent living, assisted living, care for individuals with
Alzheimer’s and other forms of memory loss, nursing and rehabilitative care. In the past, we also developed
senior living communities for ourselves, for ventures in which we retained an ownership interest and for third
parties. In 2009, due to economic conditions, we suspended all new development.

At December 31, 2011, we operated 311 communities, including 269 communities in the United States, 15
communities in Canada and 27 communities in the United Kingdom, with a total unit capacity of approximately
30,733. Of the 311 communities that we operated at December 31, 2011, 22 were wholly owned, 26 were under
operating leases, one was consolidated as a variable interest entity, one was a consolidated venture, six were
leased from a venture and consolidated, 113 were owned in unconsolidated ventures and 142 were owned by
third parties.

During 2011, we (i) restructured and recapitalized three ventures; (ii) sold six assets in our liquidating trust
formed in 2009 in connection with restructuring the debt for our discontinued German operations and reduced our
restructuring obligations by $11.3 million; (iii) raised $86.2 million under a convertible notes offering;

(iv) acquired a venture partner’s 80% interest in a 15 community portfolio; (v) secured a new $50.0 million bank
credit facility; (vi) further reduced our annual recurring general and administrative expense by eliminating 69
positions and (vii) obtained third party approval to extend four leases related to operating communities until 2018.

In 2012, we expect to continue to focus on (a) operating high-quality assisted living and memory care
communities in the United States, Canada and the United Kingdom; (b) increasing occupancy and improving the
operating efficiency of our communities; (c) restructuring certain of our venture, leasing and lender relationships
to further stabilize our revenue stream and cash flow; (d) seeking strategic investments in attractive real estate
opportunities; (¢) improving the operating efficiency of our corporate operations; and (f) reducing our operational
and financial risk.

Effective in 2011, we revised our operating segments as a result of a change in the manner in which the key
decision makers review the operating results and the cessation of all development activity. We now have three
operating segments: North American Management, Consolidated Communities and United Kingdom
Management (refer to Note 20 and Management’s Discussion and Analysis for additional information). The
operations of the communities we own or manage are reviewed on a community by community basis by our key
decision makers. The communities managed for third parties, communities in ventures or communities that are
consolidated but held in ventures or variable interest entities, are aggregated by location into either our North
American Management segment or our United Kingdom Management segment. Communities that are wholly
owned or leased are included in our Consolidated Communities segment. In 2010, we had five operating
segments, North American Management, North American Development (the residual activity which is now
included with corporate costs), Equity Method Investments (whose community operations are now included
either in North American Management or United Kingdom Management), Consolidated (Wholly-Owned/Leased)
and United Kingdom.

North American Management includes the results from the management of third party and venture
senior living communities, including six communities in New York owned by a venture but whose
operations are included in our consolidated financial statements, a community owned by a variable interest
entity and a community owned by a venture which we consolidate, in the United States and Canada.

Consolidated Communities includes the results from the operation of wholly-owned and leased Sunrise
senior living communities in the United States and Canada.

United Kingdom Management includes the results from management of Sunrise senior living
communities in the United Kingdom owned in ventures.

5



STOCK PERFORMANCE GRAPH

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*

Among Sunrise Senior Living, Inc., the S&P Smalicap 600 Index, and a Peer Group
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SELECTED FINANCIAL DATA

The selected consolidated financial data set forth below should be read in conjunction with “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” and our consolidated financial

statements and notes thereto appearing elsewhere herein.

(Dollars in thousands, except per share amounts)
STATEMENTS OF OPERATIONS DATA:
Operating revenues
Operating expenses
(Loss) income from operations
Gain on the sale and development of real estate and equity
INEETESES .« vttt ittt ittt e
Sunrise’s share of (loss) earnings, return on investment in
unconsolidated communities and (loss) gain from
investments accounted for under profit-sharing method . . . . .
(Loss) income from continuing operations
(Loss) income from discontinued operations, net of tax
Net (I0SS)INCOME v v vve et ie it eeeienneanannns
Net (loss) income per common share:
Basic
Continuing operations
Discontinued operations, netoftax . ..............

Net (loss) income

Diluted .. ...
Continuing operations
Discontinued operations, netoftax ...............

Net (loss) income

BALANCE SHEET DATA:
Total CUrrent aSSetS . ..o vvvvui et it it e
Total current liabilities ............. ... . ... ... .. ...
Property and equipment, net
Property and equipment subject to financing, net
Goodwill
Total assets
Totaldebt ...........ciiiniiiiiiiii i
Liabilities related to properties accounted for under the
financingmethod . . ... ... ... .. L i,
Deferred income tax liabilities
Total liabilities .......... ...t
Total stockholders’ equity . ............ ... ... ...
OPERATING AND OTHER DATA:
Cash dividends per common share
Communities (at end of period):
Consolidated communities (4)
Communities in unconsolidated ventures ..............
Communities managed for third party owners

Total

Unit capacity:
Consolidated communities (4) ......................

Communities in unconsolidated ventures ..............
Communities managed for third party owners

Total

December 31,

2011(1)

2010(1)(2)(3)  2009(1)(2)

2008(1)(2)

2007(1)(2)

$1,312,213 $1,400,486 $1,452,991 $1,550,729 $1,469,747

1,326,379 1,387,173 1,577,832 1,892,411 1,662,522
(14,166) 13,313 (124,841) (341,682) (192,775)
8,185 27,672 21,651 17,374 105,081
7,177) (2,129) (7,135)  (15,175) 107,369
(22,299) 31,280  (105,792)  (32,646) 2,383
(1,091) 67,787 (28,123) (116,533)  (72,658)
(23,390) 99,067  (133,915) (439,179) (70,275)
0.39) $ 0.56 $ (2.06)$ 6.41)$ 0.05
(0.02) 1.22 (0.55) (2.31) (1.46)
041 % 1.78 § 2.61)$ 8.72)$ (1.41)
0.39) $ 054 $ (2.06)$ 6.41)$ 0.05
(0.02) 1.18 (0.55) (2.31) (1.46)
041 $ 172 $ (2.61)$ 8.72)$ (141)
189,113 $ 212,810 $ 340,434 $ 304,908 $ 529,964
351,103 294,730 673,559 735421 646,311
624,585 238,674 288,056 681,352 656,211
0 0 0 0 58,871
0 0 0 39,025 169,736
1,118,368 701,458 910,589 1,381,557 1,798,597
593,665 163,000 440,219 636,131 253,888
0 0 0 0 54,317
19,912 20,318 23,862 28,129 82,605
1,016,475 576,901 884,355 1,233,643 1,214,826
96,627 120,151 22,047 138,528 573,563
083 0s 0% 0% 0
56 38 48 72 62
113 137 201 203 199
142 144 135 160 174
311 319 384 435 435
8,335 6,931 7,743 9,417 8,348
9,255 10,987 16,194 20,225 19,765
13,143 13,252 16,416 20,209 21,366
30,733 31,170 40,353 49,851 49,479
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)
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We recorded impairment charges related to owned communities and land parcels of $12.7 million, $5.9
million, $31.7 million, $27.8 million and $7.6 million in 2011, 2010, 2009, 2008 and 2007, respectively. We
recorded impairment of goodwill of $121.8 million in 2008. We recorded restructuring charges of $11.7
million, $32.5 million and $24.2 million in 2010, 2009 and 2008, respectively. We wrote-off capitalized
project costs of $14.9 million, $95.8 million and $28.4 million in 2009, 2008 and 2007, respectively.

We incurred costs of $3.9 million, $30.2 million and $51.7 million in 2009, 2008 and 2007, respectively,
related to the accounting restatement, Special Independent Committee inquiry, SEC investigation and
stockholder litigation. In 2010, we received an insurance reimbursement of $1.3 million for previous costs
incurred.

In 2010, we received $63.3 million in management agreement buyout fees.

Includes one community in a consolidated venture, one community in a variable interest entity and six
communities leased from a venture. These eight communities are included in our North American
Management segment.



MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion should be read together with the information contained in our consolidated
financial statements, including the related notes, and other financial information appearing elsewhere herein.

Overview

We provide senior living services in the United States, Canada and the United Kingdom. At December 31,
2011, we operated 311 communities, including 269 communities in the United States, 15 communities in Canada
and 27 communities in the United Kingdom, with a total unit capacity of approximately 30,733. Of the 311
communities that we operated at December 31, 2011, 22 were wholly owned, 26 were under operating leases,
one was consolidated as a variable interest entity, one was a consolidated venture, six were leased from a venture
and consolidated, 113 were owned in unconsolidated ventures and 142 were owned by third parties.

Effective in 2011, we revised our operating segments as a result of a change in the manner in which the key
decision makers review the operating results and the cessation of all development activity. We now have three
operating segments: North American Management, Consolidated Communities and United Kingdom
Management. The operations of the communities we own or manage are reviewed on a community by
community basis by our key decision makers. The communities managed for third parties, communities in
ventures or communities that are consolidated but held in ventures or variable interest entities, are aggregated by
location into either our North American Management segment or our United Kingdom Management segment.
Communities that are wholly owned or leased are included in our Consolidated Communities segment. In 2010,
we had five operating segments, North American Management, North American Development (the residual
activity which is now included with corporate costs), Equity Method Investments (whose community operations
are now included either in North American Management or United Kingdom Management), Consolidated
(Wholly Owned/Leased) and United Kingdom.

North American Management includes the results from the management of third party and venture
senior living communities, including six communities in New York owned by a venture but whose
operations are included in our consolidated financial statements, a community owned by a variable interest
entity and a community owned by a venture which we consolidate, in the United States and Canada.

Consolidated Communities includes the results from the operation of wholly owned and leased Sunrise
senior living communities in the United States and Canada.

United Kingdom Management includes the results from management of Sunrise senior living
communities in the United Kingdom owned in ventures.

Our community support office is located in McLean, Virginia, with a smaller regional center located in the
U.K. Our North American community support office provides centralized operational functions. As a result, our
community-based team members are able to focus on delivering excellent care and service consistent with our
resident-centered operating philosophy.

Significant 2011 Developments
Overview

During 2011, we (i) restructured and recapitalized three ventures; (ii) sold six assets in our liquidating trust
formed in 2009 in connection with restructuring the debt for our discontinued German operations and reduced
our restructuring obligations by $11.3 million; (iii) raised $86.2 million under a convertible notes offering;

(iv) acquired a venture partner’s 80% interest in a 15 community portfolio; (v) secured a new $50.0 million bank
credit facility; (vi) further reduced our annual recurring general and administrative expense by eliminating 69
positions and (vii) obtained third party approval to extend four leases related to operating communities until
2018.



In 2012, we expect to continue to focus on (a) operating high-quality assisted living and memory care
communities in the United States, Canada and the United Kingdom; (b) increasing occupancy and improving the
operating efficiency of our communities; (c) restructuring certain of our venture, leasing and lender relationships
to further stabilize our revenue stream and cash flow; (d) seeking strategic investments in attractive real estate
opportunities; (e) improving the operating efficiency of our corporate operations; and (f) reducing our operational
and financial risk.

Venture Transactions with CNL

In January 2011, we contributed our 10% ownership interest in an existing venture in exchange for a 40%
ownership interest in a new venture, CC3 Acquisition, LLC (“CC3”), organized to own the same portfolio of 29
communities that we manage. We recorded our new investment at its carryover basis. The portfolio was valued at
approximately $630 million (excluding transaction costs). As part of our new venture agreement with a wholly-
owned subsidiary of CNL, from the start of year three to the end of year six following our January 2011
acquisition, we will have a buyout option to purchase CNL’s remaining 60% interest in the venture. The purchase
price provides a 13% internal rate of return to CNL if we exercise our option in years three and four and a 14%
internal rate of return if we exercise our option in years five and six. Our share of the transaction costs for 2011
was approximately $5.0 million, of which $4.0 million was reflected as an expense in Sunrise’s share of earnings
and return on investment in unconsolidated communities and $1.0 million was reflected as general and
administrative expense. Six communities in the state of New York, whose real estate is owned by the venture, are
being leased and operated by us and therefore, the operations are included in our consolidated financial
statements.

In August 2011, we and our venture partner in a portfolio of six communities transferred ownership of the
portfolio to a new joint venture owned 70% by a wholly-owned subsidiary of CNL different from the above
subsidiary and 30% by us. As part of our new venture agreement with the CNL subsidiary, from the start of year
four to the end of year six, we will have a buyout option to purchase CNL’s 70% interest in the venture for a
purchase price that provides a 16% internal rate of return to CNL. In addition, the new venture modified the
existing mortgage loan in the amount of $133.2 million to provide for, among other things, (i) pay down of the
loan by approximately $28.7 million and (ii) an extension of the maturity date of the loan to April 2014 which
may be extended by two additional years under certain conditions. In connection with the transaction, we
contributed $8.1 million and CNL contributed $19.0 million to the new venture.

In October 2011, we closed on a purchase and sale agreement with Master MorSun Acquisition LLC for its
80% ownership interest in a joint venture that owned seven senior living facilities to a new joint venture owned
approximately 68% by CNL Income Partners, LP and approximately 32% by us. In connection with the
transaction, we transferred our interest in the previous joint venture valued at approximately $16.7 million and
CNL Income Partners, LP contributed approximately $35.4 million in cash. The purchase was also funded by
$120.0 million of new debt financing in the venture. We have the option to buy out CNL Income Partners, LP’s
interest during years four to six for a purchase price that provides a 13% internal rate of return to CNL Income
Partners, LP.

Liguidating Trust Asset Sales

In 2011, we sold three wholly owned operating communities and three land parcels which were part of the
liquidating trust for approximately $12.8 million. We recognized a gain of approximately $1.7 million, $1.5
million of which is included in discontinued operations. Proceeds of $11.3 million were distributed to the
electing lenders of the liquidating trust. We have one closed community and nine land parcels remaining to sell
in the liquidating trust which are reflected in our consolidated balance sheets in “Assets held in the liquidating
trust”. To the extent we are unable to sell all of these assets at their estimated value by October 2012, we may be
required to fund the minimum payment under the guarantee which was $26.3 million as of December 31, 2011
(refer to Note 11). Based on our estimate of likely property sales by October 2012, we believe that we may be
required to fund approximately $10 million under the guarantee.
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Junior Subordinated Convertible Notes

In April 2011, we issued $86.25 million in aggregate principal amount of our 5.00% junior subordinated
convertible notes due in 2041 in a private offering. See “Liquidity and Capital Resources” below. We used the
net proceeds to purchase an additional 80% interest in a venture as described under “AL US Acquisition” below,
to pay down the debt in the venture and for general corporate purposes.

AL US Acgquisition

In June 2011, we closed on a purchase and sale agreement with Morgan Stanley Real Estate Fund VII
Global-F (U.S.), L.P., Morgan Stanley Real Estate Fund VII Special Global (U.S.), L.P., MSREF VII Global-T
Holding II, L.P., and Morgan Stanley Real Estate Fund VII Special Global-TE (U.S.), L.P. (collectively, the “MS
Parties”). The MS Parties collectively owned 80% of the membership interest (the “MS Interest”) in AL US
Development Venture, LLC (“AL US”) and we owned the remaining 20% membership interest. Pursuant to the
purchase and sale agreement, we purchased the MS Interest for an aggregate purchase price of $45 million. AL
US indirectly owns 15 assisted and independent living facilities which we managed before the transaction. As a
result of the transaction, the assets, liabilities and operating results of AL US are now consolidated.

In connection with the AL US transaction in June 2011, we assumed $364.8 million of debt with an
approximate fair value of $350.1 million (refer to Note 11). Immediately following the closing of the transaction,
we entered into an amendment to the loan and paid down the principal balance by $25.0 million. The face
amount balance of the loan as of December 31, 2011 was $334.6 million and is reflected on our balance sheet at
$322.0 million.

KeyBank Credit Facility

In June 2011, we entered into a credit agreement for a $50.0 million senior revolving line of credit (“Credit
Facility””) with KeyBank National Association (“KeyBank™), as administrative agent and lender, and other
lenders which may become parties thereto from time to time. The Credit Facility includes a $20 million sublimit
to support standby letters of credit and is expandable to $65.0 million if (i) additional lenders commit to
participate in the Credit Facility and (ii) there are no defaults. We have no borrowing availability under the
Credit Facility as of December 31, 2011. As of December 31, 201 1, we had outstanding draws of $39.0 million
and $10.2 million in letters of credit. We entered into a termination agreement with regards to our Bank of
America credit facility at the time we entered into the Credit Facility.

Lease Extension and Lease Termination Notice

In December 2011, we closed the transactions contemplated by the Agreement Regarding Leases, dated
December 22, 2011 (the “ARL”), by and among us, Marriott International, Inc. (“Marriott™), Marriott Senior
Holding Co. and Marriott Magenta Holding Company, Inc. (collectively, the “Marriott Parties”). The ARL
relates to a portfolio of 14 leases (the “Leases™) for senior living facilities that are leased by SPTMRT Properties
Trust, as landlord to us as tenant and guaranteed by Marriott pursuant to certain lease guarantees (collectively,
the “Lease Guarantees”). Each of the Leases is scheduled to expire on December 31, 2013 and, pursuant to a
prior agreement between us and the Marriott Parties, we are not permitted to exercise our option under the Leases
to extend our terms for an additional five-year term unless Marriott is released from its obligations under the
Lease Guarantees.

Pursuant to the terms of the ARL, among other things, Marriott consented to the extension of the term of
four of the Leases (the “Continuing Leases”) for an additional five-year term commencing January 1,2014 and
ending December 31, 2018 (the “Extension Term”). We provided Marriott with a letter of credit (the “Letter of
Credit”) issued by KeyBank, NA (“KeyBank”) with a face amount of $85.0 million to secure Marriott’s exposure
under the Lease Guarantees for the Continuing Leases during the Extension Term and certain other of our
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obligations (collectively, the “Secured Obligations™). During the Extension Term, we will be required to pay
Marriott an annual payment in respect of the cash flow of the Continuing Lease facilities, subject to a $1 million
annual minimum. We have notified the landlord that the other ten Leases will terminate effective December 31,
2013.

Marriott may draw on the Letter of Credit in order to pay any of the Secured Obligations if not paid by us
when due. We have provided KeyBank with cash collateral of $85.0 million as security for its Letter of Credit
obligations. Marriott has agreed to reduce the face amount of the Letter of Credit proportionally on a quarterly
basis during the Extension Term as we pay our rental obligations under the Continuing Leases. As the face
amount of the Letter of Credit is reduced, KeyBank will return a proportional amount of its cash collateral to
us. Following closing, to the extent that we elect not to extend any or all of the Continuing Leases, the face
amount of the Letter of Credit will be reduced proportionally in respect of the rent obligations under the
Continuing Leases that are not extended.

Subsequent Event — Santa Monica

On February 28, 2012, we closed on a purchase and sale agreement with our venture partner who owned
85% of the membership interests (the “Partner Interest”) in Santa Monica AL, LLC (“Santa Monica”). We owned
the remaining 15% membership interest. Pursuant to the purchase and sale agreement, we purchased the Partner
Interest for an aggregate purchase price of $16.2 million. Santa Monica indirectly owns one senior living facility
located in Santa Monica, California. As a result of the transaction, effective February 28, 2012, the assets,
liabilities and operating results of Santa Monica are consolidated.

Simultaneously, with the closing of the transaction, we entered into a new loan with Prudential Insurance
Company of America to pool Santa Monica with Connecticut Avenue, and senior debt financed the two
assets. The principal amount of the new loan in the aggregate is $55.0 million with an interest rate of 4.66%. It is
a seven year loan that matures on March 1, 2019. The proceeds of the new loan were applied (i) to pay off $27.8
million of the Connecticut Avenue debt; (ii) to pay off $13.4 million of the Santa Monica debt; and (iii) towards
the $16.2 million purchase price of the Partner Interest.
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Results of Operations

Our results of operations for each of the three years in the period ended December 31 were as follows:

Year Ended December 31, Percent Change
2011 vs. 2010 vs.
(In thousands) 2011 2010 2009 2010 2009
Operating revenue:
Management fEES ... ....overnrrarnrnenoniii e $ 96,132 $ 107,832 $ 112467 -109% -4.1%
BUYOULFEES .. oo tvveet it 3,685 63,286 0 -942% N/A
Resident fees for consolidated communities .................. 464,064 354,714 339,125 30.8% 4.6%
Ancillary fE€s . ..ot 30,544 43,136 45397 -292% -5.0%
Professional fees from development, marketing and other ....... 2,498 4,278 13,193 -41.6% -67.6%
Reimbursed costs incurred on behalf of managed communities ... 715290 827,240 942,809 -13.5% -12.3%
Total Operating reVenUe ... .....vouveueernraoneanennes 1,312,213 1,400,486 1,452,991 -63% -3.6%
Operating expenses:
Community expense for consolidated communities . ............ 333,491 262,893 257,968 269% 1.9%
Community lease eXpense ............... e 76,444 59,715 59,315 28.0% 0.7%
Depreciation and amortization ....... ...l 37,523 40,637 45,778 -1.7% -11.2%
Ancillary eXpense . ... ...oiii e 28,396 40,504 42,457 -299% -4.6%
General and administrative . ... ...oovvii it 114474 126,566 126,940 -9.6% -0.3%
Carrying cost of liquidating trust assets ...............c. ... 2,456 3,146 0 -219% N/A
Write-off of capitalized project Costs ...........ovvvveia... 0 0 14,879 N/A N/A
Accounting Restatement and Special Independent Committee
inquiry, SEC investigation and stockholder litigation ......... 0 (1,305) 3887 N/A NM
ReStructuring CostS ... ...ovurvrervenneeceeennannaeeenans 0 11,690 32,534 N/A -64.1%
Provision for doubtful accounts .............c.oeeenreinonn. 3,802 6,154 13,251 -38.2% -53.6%
(Gain) loss on financial guarantees and other contracts .......... (2,100) 518 2,053 NM -74.8%
Impairment of long-lived assets ..............ocoiiiiiiaien. 12,734 5,647 29,439 125.5% -80.8%
Costs incurred on behalf of managed communities ............. 719,159 831,008 949,331 -13.5% -12.5%
Total Operating eXpenses .. ........ocuuuerereonivaanes 1,326,379 1,387,173 1,577,832 -44% -12.1%
(Loss) income from operations . ... (14,166) 13,313  (124,841) NM NM
Other non-operating income (expense):
INtereSt iNCOME . ..ot vunet ittt 2,060 1,096 1,341 88.0% -18.3%
INEETESL EXPENSE ... v v v v venireeeeamccce s iaaainaeeoas (18,320) (7,707  (10,273) 137.7% -25.0%
Gain ON INVESHNEIES .+ .ot ve e e et iieeennnaenenenasons 0 932 3,556 N/A -73.8%
Gain on fair value of pre-existing equity interest from a business
18] 11125 10F: 11 1o) 1 AN U R 11,250 0 0 NA NA
Gain on fair value of liquidating trustnotes . .................. 88 5,240 0 -983% N/A
Other (€XPENSe) NCOME . .. .vvvernveeeernunnmeeeannannees (615) 1,181 6,553 NM -82.0%
Total other non-operating (expense) income .............. (5,537) 742 1,177 NM -37.0%
Gain on the sale of real estate and equity interests . ................. 8,185 27,672 21,651 -704% 27.8%
Sunrise’s share of earnings and return on investment in unconsolidated
COMUMUIIEIES .+« v v v v e evemee oo eeernnnanaaecanassennns 2,629 7,521 5,673 -65.0% 32.6%
Loss from investments accounted for under the profit sharing
MEthOd oo e vttt ettt (9,806) (9,650) (12,308) 1.6% -24.7%
(Loss) income before (provision for) benefit from income
taxes and discontinued operations .................. (18,695) 39,598 (109,148) NM NM
(Provision for) benefit from income taxes .............ccocoiiinnn (1,771) (6,559) 3,942 -73.0% NM
(Loss) income before discontinued operations . ............ (20,466) 33,039 (105,206) NM NM
Discontinued operations, netof tax .......... . o ool (1,091) 67,787 (28,309) NM NM
Net (10SS) iNCOME . ..o vvinnrnireiaaiii e, (21,557) 100,826 (133,515 NM NM
Less: Income attributable to noncontrolling interests, net of tax ....... (1,833) (1,759) (400) 4.2% 339.8%
Net (loss) income attributable to common shareholders ... .. $ (23,390)$ 99,067 $ (133915) NM NM
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Segment results are as follows (in thousands):

Operating revenue:

Management fees ................n

Buyoutfees ..ot

Resident fees for consolidated
COMMUNILIES .. v vvvvevrrennennens

Ancillary fees ...

Professional fees from development,
marketing and other ..............

Reimbursed costs incurred on behalf of
managed communities ............

Total operating revenues . ........
Operating expenses:
Community expense for consolidated
COMMUNILIES .. ovvvvenrraenenennn
Community lease expense ...........
Depreciation and amortization ........
Ancillary expenses ...........cooeen
General and administrative ...........
Carrying costs of liquidating trust
ASSELS © v v e
Gain on financial guarantees .........
Provision for doubtful accounts .......
Impairment of long-lived assets .......
Costs incurred on behalf of managed
COMMUNILIES .« vvvveivennnennnnn

Total operating expenses ........

Income (loss) from
operations ..............

INterest EXPENSE ... oovvvreroennnree s
Sunrise’s share of earnings (loss) and return
on investment in unconsolidated entities . .
Investments in unconsolidated
COMMUNILIES .« vt vvveneeneenenennnns
Segment asSets . ... ..veeiaitane s
Expenditures for long-lived assets .........

For the Year Ended December 31, 2011

North United
American Consolidated Kingdom
Management Communities Management Corporate Total
$ 81,350 § 0 $14,782  $ 0 $§ 96,132
3,685 0 0 0 3,685
66,124 397,940 0 0 464,064
30,544 0 0 0 30,544
0 0 843 1,655 2,498
706,934 0 8,356 0 715,290
888,637 397,940 23,981 1,655 1,312,213
40,793 292,698 0 0 333,491
17,961 58,483 0 0 76,444
3,076 26,141 0 8,306 37,523
28,396 0 0 0 28,396
0 0 13,899 100,575 114,474
0 0 0 2,456 2,456
(2,100) 0 0 0 (2,100)
1,886 1,308 0 608 3,802
0 4,623 0 8,111 12,734
710,674 0 8,485 0 719,159
800,686 383,253 22,384 120,056 1,326,379
$ 87,951 $ 14,687 $ 1,597 $(118,401) $ (14,166)
$ 0 $ 0 $ 0 $(18320) $ (18,320)
0 0 4,592 (1,963) 2,629
0 0 28,062 14,863 42,925
218,031 649,540 42,899 207,898 1,118,368
0 3,348 0 8,013 11,361
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For the Year Ended December 31, 2010

North United
American Consolidated Kingdom
Management Communities Management Corporate Total
Operating revenue:
Managementfees .................. $ 95807 $ 0 $12,025 $ 0 $ 107,832
Buyoutfees ....................... 63,286 0 0 0 63,286
Resident fees for consolidated
communities .................... 23,507 331,207 0 0 354,714
Ancillaryfees ..................... 43,136 0 0 0 43,136
Professional fees from development,
marketing andother .............. 0 0 3,177 1,101 4,278
Reimbursed costs incurred on behalf of
managed communities ............ 815,221 0 12,019 0 827,240
Total operating revenues . . ....... 1,040,957 331,207 27,221 1,101 1,400,486
Operating expenses:
Community expense for consolidated
communities .................... 16,446 246,447 0 0 262,893
Community lease expense ........... 1,582 58,133 0. 0 59,715
Depreciation and amortization . ....... 12,441 15,992 0 12,204 40,637
Ancillary expenses ................. 40,504 0 0 0 40,504
General and administrative ........... 0 0 11,325 115,241 126,566
Carrying costs of liquidating trust
assets . ... e, 0 0 0 3,146 3,146
Accounting Restatement, Special
Independent Committee inquiry, SEC
investigation and stockholder
litigation ....................... 0 0 0 (1,305) (1,305)
Restructuring costs ................. 0 0 0 11,690 11,690
Provision for doubtful accounts ....... 3,824 921 0 1,409 6,154
Loss on financial guarantees and other
contracts ............i.iinon... 518 0 0 0 518
Impairment of long-lived assets . ...... 0 826 0 4,821 5,647
Costs incurred on behalf of managed
communities .................... 818,987 0 12,021 0 831,008
Total operating expenses ........ 894,302 322,319 23,346 147,206 1,387,173
Income (loss) from
operations .............. $ 146,655 $ 8,888 $ 3,875 $(146,105) $ 13,313
Interestexpense ....................... $ 0 $ 0 $ 0 $ (7,701 $ (7,707
Sunrise’s share of earnings (loss) and return
on investment in unconsolidated entities . . 0 0 9,373 (1,852) 7,521
Investments in unconsolidated
communities ........................ 0 0 27,007 11,668 38,675
Segmentassets ........................ 155,884 242,229 36,626 266,719 701,458
Expenditures for long-lived assets ......... 380 10,121 0 5,062 15,563
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For the Year Ended December 31, 2009

North United
American Consolidated Kingdom
Management Communities Management Corporate Total
Operating revenue:
Management fees .................. $ 101,755 $ 0 $10,712 % 0 $ 112467
Buyoutfees ....................... 0 0 0 0 0
Resident fees for consolidated

communities .................... 21,403 317,722 0 0 339,125
Ancillary fees ..................... 43,630 0 1,767 0 45,397
Professional fees from development,

marketing andother .............. 0 0 5,995 7,198 13,193
Reimbursed costs incurred on behalf of

managed communities ............ 931,867 0 10,942 0 942,809

Total operating revenues .. ....... 1,098,655 317,722 29,416 7,198 1,452,991
Operating expenses:
Community expense for consolidated

communities .................... 15,913 242,055 0 0 257,968
Community lease expense ........... 1,525 57,790 0 0 59,315
Depreciation and amortization .. ...... 13,243 15,443 0 17,092 45,778
Ancillary expenses ................. 40,594 0 1,863 0 42,457
General and administrative ........... 0 0 15,438 111,502 126,940
Write-off of capitalized project costs . .. 0 0 0 14879 14,879
Accounting Restatement, Special

Independent Committee inquiry, SEC

investigation and stockholder

litigation ....................... 0 0 0 3,887 3,887
Restructuring costs ................. 0 0 1,577 30,957 32,534
Provision for doubtful accounts ....... 10,664 1,609 0 978 13,251
Loss on financial guarantees and other ,

CONtracts ............uvuuenunennn 2,053 0 0 0 2,053
Impairment of long-lived assets ....... 0 0 0 29,439 29,439
Costs incurred on behalf of managed

communities .................... 938,389 0 10,942 0 949,331

Total operating expenses ........ 1,022,381 316,897 29,820 208,734 1,577,832
Income (loss) from '
operations .............. $ 76274 $ 825 $ (404) $(201,536) $ (124,841)
Interestexpense ....................... $ 0 $ 0 $ 0 $10273) $ (10,273)
Sunrise’s share of earnings (loss) and return
on investment in unconsolidated entities . . 0 0 15,977 (10,304) 5,673
Investments in unconsolidated
COMMUNIIES . ....ovvvenneennennnn.., 0 0 32,596 32,375 64,971
Segmentassets ........................ 174,708 245,364 46,458 444,059 910,589
Expenditures for long-lived assets ......... 264 9,526 0 9,839 19,629
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The following table summarizes our portfolio of operating communities at December 31, 2011, 2010 and
2009:

As of December 31, Percent Change

2011 vs. 2010 vs.
2011 2010 2009 2010 2009

Total communities

OWNEd . . oottt e 22 10 20 120.0% -50.0%

Leased .. vttt e s 26 26 26 0.0% 0.0%

Variable Interest Entity . . ..., 1 1 1 0.0% 0.0%
Consolidated New York communities leased from a

R7 01111 ¢ 6 0 0 N/A N/A

Consolidated venture ............couiuiniiinnrnnanans 1 1 1 0.0% 0.0%

Unconsolidated ventures . . . ......covvvennnennn. 113 137 201 -17.5% -31.8%

Managed .......ooiiiiii e 142 144 135 -14%  6.7%

0] 7 N 311 319 384 -2.5% -16.9%

Unit Capacity . ...« oovvtitiit e 30,733 31,170 40,353 -1.4% -22.8%

2011 Compared to 2010

Operating Revenue

Management fees

Management fees were $96.1 million in 2011 compared to $107.8 million in 2010, a decrease of $11.7
million or 10.9%.

North American Management variance

« $13.4 million decrease as a result of 32 management contracts being bought out in 2010 and an
additional four contracts bought out in 2011;

o $3.8 million decrease as a result of six communities leased from a venture whose operations are now
consolidated effective January 2011, and new management agreements for the other 23 communities

owned by that venture;

e $3.4 million decrease as a result of the June 2011 purchase of our partner’s 80% interest in a venture
owning 15 communities;

¢  $3.6 million increase from stabilized communities;

« $1.7 million increase as a result of a non-recurring 2010 agreement to settle certain management
agreement disputes with one of our venture partners;

*  $0.7 million increase in incentive management fees;

e $0.4 million increase as a result of management fee reductions in 2010 due to the operating
performance of one of our portfolios;

»  $0.3 million increase from communities in the lease-up phase;

United Kingdom Management variance

e $2.0 million increase related to communities in the U.K. due to continued lease-up;

«  $0.8 million increase as a result of management fee reductions in 2010 due to the operating
performance of one of our portfolios.
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Buyout fees

Buyout fees were $3.7 million in 2011 as a result of the buyout of four management contracts compared to
$63.3 million in 2010 as a result of the buyout of 32 management contracts.

Resident fees for consolidated communities

Resident fees for consolidated communities were $464.1 million in 2011 compared to $354.7 million in
2010, an increase of $109.4 million or 30.8%.

North American Management variance

¢ $41.5 million increase as a result of six communities in a venture whose operations are now
consolidated effective January 2011;

* $1.2 million increase from two domestic controlling interest properties;

Consolidated Communities variance

¢ $49.3 million increase as a result of the June 2011 purchase of our partner’s 80% interest in a venture
owning 15 communities;

¢  $15.0 million increase from increases in average daily rates;
¢ $3.0 million increase from three Canadian communities in the lease-up phase;

¢ $0.6 million decrease from lower average occupancy.

Ancillary fees

Ancillary fees were comprised of the following, all of which are included in our North American
Management segment (in millions):

2011 2010

New York Health Care Services . .......vuueeeeennnennnn. $30.5 $41.1
Fountains Health Care Services ........... ... .. 0.0 2.0
$30.5 $43.1

The decrease in ancillary revenue of $12.6 million in 2011 compared to 2010 resulted from a decrease of
$12.2 million from the leasing of the six communities in a venture whose operations are now consolidated
effective January 2011 and a $2.1 million decrease from the cessation of our Fountains health care services in
2010 partially offset by an increase of $1.6 million from our New York health care properties.

Professional fees from development, marketing and other

Professional fees from development, marketing and other were $2.5 million in 2011 compared to $4.3
million in 2010. The decrease relates primarily to the completion of all development activities in 2010.

Reimbursed costs incurred on behalf of managed communities

Reimbursed costs incurred on behalf of managed communities were $715.3 million in 2011 compared to
$827.2 million in 2010.

18



North American Management variance

»  $108.2 million decrease primarily due to 26 fewer communities being managed in 2011;

United Kingdom Management variance

e $3.7 million decrease due to the types of costs being reimbursed.

Operating Expenses

Community expense for consolidated communities

Community expense for consolidated communities was $333.5 million in 2011 compared to $262.9 million
in 2010, an increase of $70.6 million or 26.9%.

Consolidated Communities variance

+  $30.5 million increase as a result of the June 2011 purchase of our partner’s 80% interest in a venture
owning 15 communities;

¢ $10.1 million increase in costs in existing communities;
¢  $3.3 million increase in insurance expense;
e $1.8 million increase from three Canadian communities in the lease-up phase;

+  $0.6 million increase from one domestic community for prior year excess profit transfers to a capital
reserve trust to benefit all unit owners in the community;

North American Management variance

e $23.7 million increase as a result of six communities leased from a venture whose operations are now
consolidated effective January 2011;

e $0.6 million increase from two domestic controlling interest communities.

Community lease expense

Community lease expense increased $16.7 million from $59.7 million in 2010 to $76.4 million in 2011. This
increase in lease expense relates primarily to the six communities leased from a venture whose operations are
now consolidated effective in January 2011 (North American Management).

Depreciation and amortization

Depreciation and amortization expense was $37.5 million in 2011 and $40.6 million in 2010, a decrease of
$3.1 million or 7.6%.

North American Management variance

*  $9.4 million decrease was primarily related to the accelerated amortization of management contracts
due to terminations in 2010;

Consolidated Communities variance

+ $10.2 million increase was primarily related to the June 2011 purchase of our partner’s 80% interest in
a venture owning 15 communities; :
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Corporate variance

*  $3.9 million decrease was primarily related to certain computer hardware and software being fully
depreciated in 2010.

Ancillary expenses

Ancillary expenses were comprised of the following, all of which are included in our North American
Management segment (in millions):

2011 2010
New York Health Care Services ...............ccivvinnnn. $28.4  $38.5
Fountains Health Care Services . ........... ..o, .. 0.0 2.0

$284  $40.5

The decrease in ancillary expense of $12.1 million in 2011 compared to 2010 resulted from a decrease of
$11.5 million from six communities leased from a venture whose operations are now consolidated effective
January 2011 and a $2.0 million decrease from the cessation of our Fountains health care services in 2010
partially offset by an increase of $1.4 million from our New York health care properties.

General and administrative

General and administrative expense was $114.5 million in 2011 compared to $126.6 million in 2010, a
decrease of $12.1 million or 9.6%.

Corporate variance

¢ $8.4 million decrease in legal and professional fees relating to our litigation with affiliates of HCP
which was settled in August 2010;

¢ $7.0 million decrease in salaries and bonuses;

¢ $5.5 million decrease in legal and professional fees relating to our transaction costs with venture
partners in the third quarter of 2010;

« $4.1 million decrease in costs related to general corporate expense as a result of cost containment
initiatives including a reduction of office lease expense, travel, training and other general office
expenses;

¢ $5.8 million increase in severance expense;
¢ $3.5 million increase in stock and deferred compensation expense;
¢ $3.2 million increase in legal and professional fees primarily related to our 2011 transactions;

e $2.1 million increase in legal and professional fees primarily related to litigation proceedings;

United Kingdom Management variance

¢ $4.5 million increase related to higher intercompany cost allocations as the result of the 2010
restructuring program;

¢ $1.8 million decrease related to cost containment initiatives.
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Carrying costs of liquidating trust assets

Carrying costs of liquidating trust assets were $2.4 million in 2011 and $3.1 million in 2010. The decrease
of $0.7 million was the result of land parcels being sold.

Accounting Restatement, Special Independent Committee Inquiry, SEC Investigation and Stockholder
Litigation
Legal and accounting fees related to the accounting restatement, Special Independent Committee inquiry,

SEC investigation and stockholder litigation were a reimbursement of $1.3 million in 2010. The SEC
investigation was settled in July 2010.

Restructuring costs

Costs associated with our 2008 and 2009 corporate restructuring plans were $11.7 million in 2010. Our
restructuring program was substantially completed in 2010.

- Provision for doubtful accounts

The provision for doubtful accounts was $3.8 million in 2011 compared to $6.2 million in 2010. The
decrease of $2.4 million or 38.7% was primarily due to the recovery of previously written off venture receivables
in 2011 and decreases in reserves related to advances to ventures.

Gain (loss) on financial guarantees and other contracts

We recorded a gain on our financial guarantees of $2.1 million in 2011 and a loss of $0.5 million in 2010. In
2011, we received a settlement payment from the architect of a condominium project in which we experienced
significant cost overruns. The proceeds received, in excess of legal expenses incurred, were offset against
previously recognized cost overrun losses on the project. In 2010, the loss related to a construction cost overrun
guarantee on a condominium project and a guarantee to fund certain amounts towards an expansion project for
one of our ventures.

Impairment of long-lived assets

Impairment of long-lived assets was $12.7 million in 2011 related to one operating community, one
condominium development project and ten land parcels. Impairment of long-lived assets was $5.6 million in
2010 relating to ten land parcels, one operating community and one condominium development project.

Costs incurred on behalf of managed communities

Costs incurred on behalf of managed communities were $719.2 million in 2011 compared to $831.0 million
in 2010.

North American Management variance

*  $108.3 million decrease primarily due to 26 fewer communities being managed in 2011;

United Kingdom Management variance

» $3.5 million decrease due to the types of costs being incurred on behalf of the communities.

21



Other Non-Operating (Expense) Income

Total other non-operating (expense) income was $(5.5) million and $0.7 million in 2011 and 2010,
respectively. The decrease in other non-operating (expense) income was primarily due to:

e $1.0 million increase in interest income primarily related to a deposit and a tax refund;

e $10.6 million increase in interest expense due to the issuance of junior subordinated convertible notes
in April 2011 and the assumption of the debt in our AL US transaction;

e $0.9 million decrease of gain on our investments in auction rate securities that were sold in 2010;

¢ $11.3 million increase of gain on fair value of pre-existing equity interest from a business combination
related to the AL US transaction;

¢ $5.2 million decrease in the adjustments to the fair value of the liquidating trust notes;

¢ $2.8 million increase in net foreign exchange losses detailed in the following table (in millions):

2011 2010

Canadian Dollar . ..........uunnine e $(1.1) $22
BritishPound ............c it 0.0 0.5)

Total ..t e e $1.) $1.7

Gain on the Sale and Development of Real Estate and Equity Interests

Gain on the sale and development of real estate and equity interests was $8.2 million and $27.7 million for
2011 and 2010, respectively. In 2011, a $2.0 million gain was recognized relating to a land parcel sold in 2010
when we received a payment from the buyer after the buyer received zoning approval for the land parcel upon
which the payment was dependent. In addition, a $0.9 million gain was recognized, which had been previously
deferred, when we determined that our obligations relating to certain environmental and structural problems at a
property had been fully satisfied and no additional amounts would be incurred. In 2010, we sold our equity
interest in nine limited liability companies in the U.S. and two limited partnerships in Canada to our venture
partner and recognized a $25.0 million gain on the transaction. The remaining gains in 2011 and 2010 primarily
resulted from transactions which occurred in prior years for which recognition of gain had been deferred due to
various forms of continuing involvement.

Sunrise’s Share of Earnings and Return on Investment in Unconsolidated Communities

(in millions) 2011 2010
Sunrise’s share of (losses) earnings in unconsolidated
COMMUIIEIES .« vttt e et ire e et et ieneeeennneannnnn $25) $ 8.6
Return on investment in unconsolidated communities . ... ..... 7.1 9.9
Impairment of investment . ............ ... ... i 20 {d10)
$26 $ 75

The increase in our share of losses in unconsolidated communities of $11.1 million was primarily due to our
share of losses of $9.9 million from one of our CNL ventures which incurred recapitalization and transaction
costs in January 2011 when we increased our ownership percentage from 10% to 40% and the venture obtained
new debt (refer to Note 10). In 2010, an amendment of the cash distributions provisions of a venture agreement
for one of our U.K. ventures resulted in $7.9 million higher income in 2010. Also, in 2010, our U.K. venture, in
which we have a 20% interest, sold two communities to a venture in which we have an approximate 10% interest,
resulting in a gain of which we recognized $4.6 million. In 2011, the same U.K. venture received additional
contingent sale proceeds on the two communities. As a result, the venture recorded an additional gain, of which
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we recognized $4.9 million for our equity interest. Also, in 2010, we recognized $3.4 million of losses from two
ventures in which our investments were impaired and were written off in 2010 and 2011. We also had lower
operating losses from our ventures in 2011 compared to 2010.

Distributions from investments where the equity method has been suspended were $0.7 million lower in
2011 than 2010 primarily as a result of our 2010 sale of our equity interests in eleven ventures to Ventas. Also,
2011 and 2010, we recognized $2.7 million and $0.3 million, respectively, of gain when certain contractual
obligations expired. Proceeds from the sale of two communities within a venture where the book value was zero
resulted in a return on investment of $1.1 million in 2011.

In 2011, based on economic challenges and defaults under the venture’s construction loan agreements, we
considered our equity investment in one of our ventures to be impaired and wrote down the equity investment by
$2.0 million.

In 2010, (i) based on an event of default under the loan agreement of a venture in which we own a 20%
interest, we considered our equity to be other than temporarily impaired and wrote off the remaining investment
balance of $1.9 million and wrote down the equity balance of the other venture by $1.2 million; (ii) we received
notification from one of our capital partners that our interest in two ventures, in which we had a 20% interest, had
been reduced to zero and extinguished, thus resulting in the write off of the remaining equity investment of $1.8
million; (iii) based on poor operating performance of two communities in one venture in which we have a 20%
interest, we considered our equity to be other than temporarily impaired and wrote off the remaining equity
balance of $0.7 million; and (iv) we considered one cost method investment, in which we have an approximate
9% interest, to be impaired and wrote off $5.5 million.

Loss from Investments Accounted for Under the Profit-Sharing Method

Loss from investments accounted for under the profit-sharing method was $9.8 million and $9.6 million in
2011 and 2010, respectively. These losses are being generated from a condominium community where profits
associated with condominium sales are being deferred until a certain sales threshold is met.

Provision for Income Taxes

The provision for income taxes allocated to continuing operations was $1.8 million and $6.6 million in 2011
and 2010, respectively. Our effective tax rate from continuing operations was (9.5)% and 16.6% in 2011 and
2010, respectively. As of December 31, 2011, we are continuing to offset our net deferred tax asset by a full
valuation allowance.

Discontinued Operations

(Loss) income from discontinued operations was $(1.1) million and $67.8 million in 2011 and 2010,
respectively. Discontinued operations consist primarily of three communities sold in 2011, our German
operations which were sold in 2010 and two communities sold in 2010.

2010 Compared to 2009

Operating Revenue

Management fees

Management fees were $107.8 million in 2010 compared to $112.5 million in 2009, a decrease of $4.7
million or 4.2%.
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North American Management variance
*  $9.9 million decrease as a result of terminated management agreements;

*  $1.7 million decrease as a result of our agreement to settle certain management agreement disputes
with one of our venture partners;

¢ $0.4 million decrease as a result of contractual obligations to meet specified operating thresholds on
two of our portfolios; '

¢ $3.3 million increase from communities in the lease-up phase;

¢ $1.8 million increase in incentive management fees;

United Kingdom Management variance
¢ $2.5 million increase from international communities in the lease-up phase;

¢ $0.8 million decrease as a res