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The information in this preliminary prospectus is not complete and may be changed. We may not sell these securities until the registration statement
filed with the Securities and Exchange Commission is effective. This preliminary prospectus is not an offer to sell these securities and it is not soliciting
an offer to buy these securities in any state where the offer or sale is not permitted.

PROSPECTUS (Subject to Completion)

Issued December 17, 2012

Shares
COMMON STOCK
Aviv REIT, Inc. is offering shares of its common stock. This is our initial public offering and no public market currently exists for
our shares. We anticipate that the initial public offering price of our common stock will be between $ and $ per share.

Shares of our common stock are subject to ownership limitations that are intended to assist us in qualifying and maintaining our
qualification as a real estate investment trust, or REIT. Our charter contains certain restrictions relating to the ownership and transfer of
our common stock, including, subject to certain exceptions, an % ownership limit per stockholder.

We are an  emerging growth company  as defined by the Jumpstart Our Business Startups Act of 2012 and, as
such, we have elected to comply with certain reduced public company reporting requirements for this prospectus
and future filings. Investing in our common stock involves risks. See _Risk Factors beginning on page 16.

Table of Contents 4



Edgar Filing: AVIV REIT, INC. - Form S-11

PRICE $ A SHARE
Underwriting
Price to Discounts and Proceeds to
Public Commissions Aviv
Per Share $ $ $
Total $ $ $
The underwriters may also purchase up to an additional shares of our common stock to cover overallotments.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The underwriters expect to deliver the shares to the purchasers on , 20

MORGAN STANLEY BofA MERRILL LYNCH GOLDMAN, SACHS & CO.

CITIGROUP RBC CAPITAL MARKETS SUNTRUST ROBINSON HUMPHREY
, 20
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You should rely only on the information contained in this prospectus and any free writing prospectus provided or approved by us. We have not,
and the underwriters have not, authorized anyone to provide you with other or additional information. We are offering to sell, and seeking offers
to buy, shares of our common stock only in jurisdictions where offers and sales are permitted. The information contained in this prospectus is
accurate only as of the date of this prospectus, regardless of the time of delivery of this prospectus or of any sale of shares of our common stock.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus includes forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995.

Forward-looking statements provide our current expectations or forecasts of future events. Forward-looking statements include statements about

our expectations, beliefs, intentions, plans, objectives, goals, strategies, future events, performance and underlying assumptions and other

statements that are not historical facts. Examples of forward-looking statements include all statements regarding our expected future financial

position, results of operations, cash flows, liquidity, financing plans, business strategy, projected growth opportunities and potential acquisitions,

plans and objectives of management for future operations, and compliance with and changes in governmental regulations. You can identify

forward-looking statements by their use of forward-looking words, such as may, will, anticipates, expect, believe, estimate, intend,
seek or comparable terms, or the negative use of those words, but the absence of these words does not necessarily mean that a statement is not

forward-looking.

These forward-looking statements are made based on our current expectations and beliefs concerning future events affecting us and are subject
to uncertainties and factors relating to our operations and business environment, all of which are difficult to predict and many of which are
beyond our control, that could cause our actual results to differ materially from those matters expressed in or implied by these forward-looking
statements.

Important factors that could cause actual results to differ materially from our expectations include those disclosed under Risk Factors and
elsewhere in this prospectus. These factors include, among others:

uncertainties relating to the operations of our operators, including those relating to reimbursement by government and other
third-party payors, compliance with regulatory requirements and occupancy levels;

our ability to successfully engage in strategic acquisitions and investments;

competition in the acquisition and ownership of healthcare properties;

our ability to monitor our portfolio;

our ability to re-lease or sell any of our properties;

the availability and cost of capital;

changes in interest rates;

the amount and yield of any additional investments;

changes in tax laws and regulations affecting real estate investment trusts, or REITs; and
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our ability to maintain our status as a REIT.

There may be additional risks of which we are presently unaware or that we currently deem immaterial. Forward-looking statements are not
guarantees of future performance. Except as required by law, we do not undertake any responsibility to release publicly any revisions to these
forward-looking statements to take into account events or circumstances that occur after the date of this prospectus or to update you on the
occurrence of any unanticipated events which may cause actual results to differ from those expressed or implied by the forward-looking
statements contained in this prospectus.
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PRESENTATION OF NON-GAAP FINANCIAL INFORMATION

In this prospectus, we use financial measures that are derived on the basis of methodologies other than in accordance with United States
generally accepted accounting principles ( GAAP ). The non-GAAP financial measures used in this prospectus include FFO, Normalized FFO,
EBITDA and Adjusted EBITDA. We derive these measures as follows:

The National Association of Real Estate Investment Trusts, or NAREIT, defines FFO as net income (computed in accordance with
GAAP), excluding gains and losses from sales of property (net) and impairments of depreciated real estate, plus real estate
depreciation and amortization (excluding amortization of deferred financing costs) and after adjustments for unconsolidated
partnerships and joint ventures. Applying the NAREIT definition to our financial statements results in FFO representing net income
before depreciation, impairment of assets and gain on sale of assets.

Normalized FFO represents FFO before loss on extinguishment of debt, reserves for uncollectible loan receivables, transaction costs
and change in fair value of derivatives.

EBITDA represents net income before interest expense (net) and depreciation and amortization of deferred financing costs.

Adjusted EBITDA represents EBITDA before impairment of assets, gain on sale of assets, transaction costs, write off of straight-line
rents, stock-based compensation, loss on extinguishment of debt, reserves for uncollectible loan receivables and change in fair value
of derivatives.

For a further description of how FFO, Normalized FFO, EBITDA and Adjusted EBITDA are calculated from, and a reconciliation of those
measures to, our net income, see Selected Financial Data.

Our management uses FFO, Normalized FFO, EBITDA and Adjusted EBITDA as important supplemental measures of our operating
performance and liquidity. FFO is intended to exclude GAAP historical cost depreciation and amortization of real estate and related assets,
which assumes that the value of real estate assets diminishes ratably over time. Historically, however, real estate values have risen or fallen with
market conditions. The term FFO was designed by the real estate industry to address this issue and as an indicator of our ability to incur and
service debt. Because FFO and Normalized FFO exclude depreciation and amortization unique to real estate, gains and losses from property
dispositions and extraordinary items and because EBITDA and Adjusted EBITDA exclude certain non-cash charges and adjustments and
amounts spent on interest and taxes, they provide our management with performance measures that, when compared year over year or with other
real estate investment trusts, or REITS, reflect the impact to operations from trends in occupancy rates, rental rates, operating costs, development
activities and, with respect to FFO and Normalized FFO, interest costs, in each case providing perspective not immediately apparent from net
income. In addition, we believe that FFO, Normalized FFO, EBITDA and Adjusted EBITDA are frequently used by securities analysts,
investors and other interested parties in the evaluation of REITs.

We offer these measures to assist the users of our financial statements in assessing our financial performance and liquidity under GAAP, but
these measures are non-GAAP measures and should not be considered measures of liquidity, alternatives to net income or indicators of any other
performance measure determined in accordance with GAAP, nor are they indicative of funds available to fund our cash needs, including our
ability to make payments on our indebtedness. In addition, our calculations of these measures are not necessarily comparable to similar measures
as calculated by other companies that do not use the same definition or implementation guidelines or interpret the standards differently from us.
Investors should not rely on these measures as a substitute for any GAAP measure, including net income or revenues.
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PRESENTATION OF PORTFOLIO METRICS

In addition to information regarding our financial performance, we present certain metrics in this prospectus regarding the performance of our
operators. These metrics include EBITDARM coverage, EBITDAR coverage, EBITDAR margin, portfolio occupancy and quality mix, which
are derived as follows:

EBITDARM coverage represents EBITDARM, which we define as earnings before interest, taxes, depreciation, amortization, rent
expense and management fees allocated by the operator to one of its affiliates, of our operators for the applicable period, divided by
the rent paid to us by our operators during such period.

EBITDAR coverage represents EBITDAR, which we define as earnings before interest, taxes, depreciation, amortization and rent
expense, of our operators for the applicable period, divided by the rent paid to us by our operators during such period.

EBITDAR margin of an operator represents the operator s EBITDAR for the applicable period divided by the operator s total revenue
for the applicable period.

Portfolio occupancy represents the average daily number of beds at our properties that are occupied during the applicable period
divided by the total number of beds at our properties that are available for use during the applicable period.

Quality mix represents total revenue of our operators from all payor sources, excluding Medicaid revenues, divided by the total
revenue of our operators for the applicable period.

These metrics are not derived from our financial statements but are operating statistics that we derive from reports that we receive from our
operators pursuant to our triple-net leases. As a result, our portfolio metrics typically lag our own financial statements by approximately one
quarter. In order to determine our portfolio metrics for the period presented, the metrics are stated only with respect to properties owned by us
and operated by the same tenant for the portion of the period we owned the properties and excludes assets held for sale, properties under
construction and, with certain exceptions for shorter periods, properties within 24 months of completion of construction. Accordingly,
EBITDARM and EBITDAR coverage for the twelve months ended June 30, 2012 and portfolio occupancy and quality mix for the three months
ended June 30, 2012 included 221 of the 247 properties in our portfolio as of June 30, 2012.

When we refer to the contractual rent of our portfolio, we are referring to the total monthly rent due under all of our triple-net leases as of the
date specified.

iv
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PROSPECTUS SUMMARY

This summary highlights selected information appearing in this prospectus and may not contain all of the information that is important to you.
This prospectus includes information about the shares of common stock we are offering as well as information regarding our business and
detailed financial data. You should read this prospectus in its entirety, including Risk Factors and the financial statements and related notes
appearing elsewhere in this prospectus, before deciding to invest in our common stock.

Unless the context requires otherwise or except as otherwise noted, as used in this prospectus the words Aviv, we, company, us and our refe
Aviv REIT, Inc. and its subsidiaries, including our operating partnership, Aviv Healthcare Properties Limited Partnership, and the word Aviv

REIT refers to Aviv REIT, Inc. Throughout this prospectus, we refer to operators by their commonly-known trade names; however, each

operator may operate through a variety of legal entities, some or all of which may not be under common ownership. In addition, in cases in

which a lessee of ours has subleased a property to a third party, we refer to the sublessee as the operator. Unless the context requires otherwise

or except as otherwise noted, the information in this prospectus that is set forth on a  fully-diluted basis assumes (i) that all of the OP Units of

our operating partnership, other than those held directly or indirectly by us, are exchanged for shares of our common stock and (ii) the vesting

in full of all outstanding equity awards.

Company Overview

We are a self-administered REIT specializing in the ownership and triple-net leasing of post-acute and long-term care skilled nursing facilities,
or SNFs. We have been in the business of investing in SNFs for over 30 years, including through our predecessors. Our management team has
extensive knowledge of and a track record investing in SNFs and other healthcare real estate. We believe that we own one of the largest and
highest-quality portfolios of post-acute and long-term care SNFs in the United States. We generate our cash rental stream by triple-net leasing
our properties to third-party operators who have responsibility for the operation of the facilities, including for all operating costs and expenses
related to the property, maintenance and repair obligations and other required capital expenditures. Our leases typically include rent escalation
provisions designed to provide us with organic growth in our rental stream. As of September 30, 2012, our portfolio consisted of 250 properties
in 29 states leased to 37 tenants who represent many of the largest and most experienced operators in the industry. We believe we can continue
to achieve attractive returns for our investors by combining a steadily growing rental stream from our existing properties with growth through
acquisitions in a large and fragmented industry.

In the last five years, we have acquired 113 properties with 20 tenants in 34 separate transactions ranging in size from less than $1 million to $73
million, for a total of $520.2 million, representing a 17% compound annual growth rate (CAGR) over that period. We have established a track
record of working with market-leading operators to support their growth plans through acquisitions. Our experience, reputation and relationships
in the SNF industry allow us to acquire properties to which many other investors do not have access. As a result, we have been successful
acquiring high-quality properties at valuations that achieve attractive lease yields and strong rent coverage for our diversified portfolio. Because
we generate a significant and ongoing pipeline of investment opportunities, our growth has accelerated as we have raised more capital.

We have built a high-quality and strategically diversified portfolio of tenants and properties with $120.5 million of contractual rent for 2013
based on leases in place as of September 30, 2012, after giving full year effect to one of our leases for which rent is deferred until April 2013.
We also receive income from secured loan receivables and an asset under a direct financing lease, which together have a book value of $45.4
million as of September 30, 2012. Our leases provide us with long-term cash rental streams, with a weighted-average remaining lease term of
approximately 8.3 years as of September 30, 2012 and only 10% of our rent expiring over the next 5 years. We are able to proactively manage
lease expirations by extending our leases in connection with acquisitions, reinvestment projects and other opportunities. We believe our rental
stream is secure because

Table of Contents 13



Table of Contents

Edgar Filing: AVIV REIT, INC. - Form S-11

14



Edgar Filing: AVIV REIT, INC. - Form S-11

Table of Conten

our EBITDARM and EBITDAR coverage ratios were 2.0x and 1.6x, respectively, for the twelve months ended June 30, 2012. We believe these
measures are strong indications of our tenants ability to comfortably pay the rent under our leases. In addition, our properties have strong
occupancy and quality mix, with portfolio occupancy and quality mix of 80.6% and 47.4%, respectively, for the three months ended June 30,
2012. See Presentation of Portfolio Metrics for additional information regarding our coverage ratios and other portfolio metrics.

Industry Overview

The healthcare REIT industry represents a subset of the broader REIT market dedicated to owning and triple-net leasing healthcare real estate
assets, including SNFs, senior housing communities, hospitals and medical office buildings. There are currently 12 publicly-traded healthcare
REITs representing an aggregate public market capitalization of approximately $75 billion based on publicly available data as of September 30,
2012. Most of these companies specialize in other healthcare properties or are larger diversified companies that are less focused on investing in
post-acute and long-term care SNFs. The SNF real estate industry is large and fragmented and we believe there is a significant consolidation
opportunity. There are approximately 15,700 facilities and 1.7 million beds, according to the American Health Care Association, and over 2,400
SNF operators according to the National Investment Center for the Seniors Housing & Care Industry (NIC). We estimate that approximately
89% of SNFs are privately-owned.

We believe that the dynamics within the SNF industry create an opportunity for attractive returns. The SNF industry is expected to benefit from
current and projected near-term demographic, economic and regulatory trends driving demand for post-acute and long-term care services
provided by SNFs. The demand for SNFs is need based as they care for residents recovering from an illness or surgery who may have been
discharged from a hospital and need rehabilitation or restorative care, and long-term residents who need daily skilled nursing and assistance with
numerous activities of daily living. SNFs provide comprehensive delivery of care to these residents at a lower cost than higher acuity healthcare
facilities. The SNF industry is insulated from competition by significant barriers to entry, which limit the supply of additional SNFs.

Furthermore, governmental programs are now designed for managed care organizations and acute care hospitals to focus on cost savings, which
is expected to generate increased utilization for SNFs.

SNFs receive a majority of their revenue through reimbursement from state and federally funded Medicaid and Medicare programs. We believe
government reimbursement is a key factor supporting the cost-structure and profitability of SNF operators. Since the inception of the Medicaid
and Medicare programs in 1965, the state and federal governments have proven to be reliable payers in support of the care for the U.S. elderly
population. Over the last decade, SNF Medicare and SNF Medicaid reimbursement rates have been increasing at a stable rate, including growing
at estimated CAGRs of 7% and 3%, respectively, over the last five years through 2011. We believe that the government will continue to provide
adequate funding for post-acute and long-term care SNFs.

Competitive Strengths

We believe the following strengths serve as the foundation for our business:

Established Healthcare REIT with Expertise Investing in SNFs. We specialize in triple-net leasing post-acute and long-term care SNFs to
large and experienced operators. We own one of the largest portfolios of SNFs in the United States and have been investing in SNFs for over 30
years. As of September 30, 2012, 220 of our 250 properties were SNFs, representing 91.0% of our contractual rent. We have established a strong
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reputation in the SNF industry for experience, knowledge and relationship-oriented investing. In the last five years, we have acquired 113
properties leased to 20 tenants, for a total of $520.2 million. We have extensive experience and expertise regarding the management of our
portfolio, which we believe is critical to our success. Our network of market-leading SNF operators has created a pipeline of growth
opportunities.
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Strategically Diversified Portfolio of High-Quality Properties. We have a diversified portfolio of properties located in 29 states that are
triple-net leased on a long-term basis to 37 tenants. We focus on strategically limiting our concentration of properties with tenants and states,
with no single tenant representing more than 16.1% of our contractual rent and no state representing more than 19.4% of our contractual rent as
of September 30, 2012. We have a strategically balanced portfolio of Medicare and Medicaid revenue which comes from many different
reimbursement systems including from the federal government and 28 states. We believe that our diversification helps us generate a stable and
steadily growing rental stream. We also pursue a strategy of leasing properties to multiple tenants in each of our markets and multiple properties
for each of our tenants, which helps us expand our expertise and relationships in a given market, while also helping us mitigate risk. We focus on
continually enhancing the quality of our properties and have established a reinvestment program designed to give our high-quality properties a
competitive advantage in their markets. These investments include interior enhancements designed to drive revenues for our operators and
exterior enhancements designed to attract residents from the community and key referral sources. We have invested a significant amount of
capital in recent years in our existing properties, for which we receive incremental rent, with returns consistent with those we achieve for new
acquisitions. We expect this to be a consistent and growing part of our business.

Strong Relationships with Large and Experienced Operators. We have developed strong relationships with many of the largest and most
experienced operators in the United States. We have made a long-term commitment to working with operators in a cooperative and supportive
manner. Our top ten tenants, which represent 74.7% of our contractual rent as of September 30, 2012, with 46 properties, 5,000 employees and a
ten-year relationship with us, averaged approximately $321 million in revenues in 2011. These operators possess the experience, scale and other
characteristics that are key factors in driving profitability for them and our properties. Our top ten tenants have strong EBITDAR margins and
coverages, of 16% and 1.6x, respectively, for our properties, for the twelve months ended June 30, 2012. We cultivate long-term relationships
with our tenants and other market-leading operators. Many of our properties are leased to tenants with whom we have had a relationship for at
least ten years. Our strong relationships with these operators lead to a significant pipeline of attractive investment opportunities, with
approximately 70% of our $520.2 million of acquisitions over the last 5 years completed with existing tenants. We believe we will continue to
generate a significant pipeline of investment opportunities as a result of our relationships.

Well-Structured Triple-Net Leases with Strong Coverage. We have strong rent coverage, which is an indication of our tenants ability to
comfortably pay the rent due under our leases. Our EBITDARM and EBITDAR coverage ratios for the twelve months ended June 30, 2012 were
2.0x and 1.6x, respectively. We believe our coverages achieve the proper balance between maintaining our profitability and providing comfort
that our tenants will be able to pay the rent due under our leases. Under our triple-net leases, our tenants are responsible for all operating costs
and expenses related to the property, including maintenance and repair obligations and other required capital expenditures. This structure helps
insulate us from variability in operator cashflows. We support our ability to generate attractive returns on a long-term basis by structuring our
leases with a variety of complementary provisions. Our leases typically have initial terms of 10 years and include annual rent escalators of
approximately 2% compounded per annum. These escalator provisions help us achieve a steadily growing cash rental stream. We regularly enter
into lease extensions during the term of the lease in connection with additional acquisitions, reinvestment projects and other opportunities that
arise from our close tenant relationships. Our lease structures also provide us with key credit support for our rents, with 99% of our contractual
rent supported by personal and/or corporate guarantees and 88% supported by master leases or leases with cross-default provisions as of
September 30, 2012. Our leases also typically require security deposits of several months rent.

Platform Built for Growth with Proven Investment Track Record. We employ 33 people across the organization and are committed to
maintaining a growth-oriented infrastructure. We have 12 professionals focused on sourcing, underwriting and executing transactions. Our
acquisition team has enabled us to grow our
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total assets by 90% over the last five years. We have also developed an experienced asset management team of 8 professionals that oversees our
properties, preserves our assets and identifies other investments in our existing portfolio that help grow our rental stream. We are disciplined and
selective about the investments we make. Our underwriting process includes a thorough assessment of the experience and credit profile of each
operator, the quality of the real estate and the demographics of the market in which the property is located. The experience of our management
team and our strong working relationships with our tenants have enabled us to invest $86.0 million over the last five years in existing properties
and strategic new construction projects, for which we receive incremental rent. We are disciplined and make investments with attractive returns
that create long-term value.

Attractive Capital Structure with Capacity for Growth. Following this offering, we believe we will have an attractive capital structure with low
leverage that will provide significant capacity to effectuate our growth plans. Our indebtedness is long-term, with a weighted-average maturity
of 6.3 years following this offering. We will have significant liquidity, with an undrawn $ million revolving credit line. In 2011 and
2012, we made a strategic transition to publicly-traded unsecured bonds, with $400.0 million raised in three separate issuances. We have
demonstrated our ability to access capital by raising over $2 billion as a private company since 2005 through a diverse combination of
institutional equity investments, secured mortgage financing and our issuance of $400.0 million of unsecured bonds.

Experienced Management Team with Significant Tenure and Ownership. Craig M. Bernfield, our Chairman and Chief Executive Officer, has
built our company for over 20 years and will be our second largest stockholder with a % ownership interest following this offering. Our
President and Chief Operating Officer, Steven J. Insoft, has been with us for eight years and has more than 20 years of experience as an operator,
investor and developer of SNFs and assisted living facilities, or ALFs. Mr. Insoft will hold a % interest in our company following this
offering. Our Chief Financial Officer, James H. Lyman, joined the Company in 2012 with over 30 years of real estate, capital markets and
operating experience, including significant public and private REIT experience as a chief financial officer and senior executive. Our other key
senior executives and professionals have significant tenure and experience, averaging 10 years with the company and 23 years in their areas of
expertise. Our entire management team has specialized knowledge that is critical to the operation and growth of our business.

Growth Strategies

The SNF industry is large and fragmented and we believe that market conditions are favorable for investing in post-acute and long-term care
SNFs and for consolidation in the industry. According to the American Health Care Association, the SNF market is comprised of 15,700
facilities and 1.7 million beds and, according to NIC, there are over 2,400 SNF operators in the United States. We estimate that approximately
89% of SNFs are privately owned, and in our experience these owners regularly seek liquidity through the sale of their properties and
sale-leaseback transactions. These transactions are attractive to us because they offer conservative property valuations and an alignment of
interests with the seller since they continue to operate the property after the acquisition is completed. We have an extensive network of
relationships with SNF operators and owners and an experienced team of professionals that specialize in SNFs. We believe our reputation and
knowledge will provide us with a significant competitive advantage to further consolidate the ownership of post-acute and long-term care SNF
properties.

The primary elements of our growth strategy are to:

Continue to Source Investments from Existing Relationships. Our tenants represent many of the largest and most experienced operators of
SNFs in the United States. These market-leading operators have a demonstrated desire, as well as the resources and ability to grow, and our
strong relationships with these operators lead directly to acquisition and other investment opportunities. These operators own many of the
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facilities they operate which gives us a significant opportunity to grow our portfolio through sale-leaseback transactions. These transactions are
attractive to the operators because they provide liquidity to grow their businesses. Approximately 70% of our $520.2 million of acquisitions over
the last 5 years were completed with existing tenants. We believe we can continue to expand our relationships with our tenants, who collectively
operate over 900 properties throughout the United States. As a result, we believe we will continue to identify attractive acquisition,
sale-leaseback, reinvestment, new construction and other investment opportunities in our operators existing markets, as well as new markets.

Identify Additional Operator Relationships. We seek to expand our portfolio by capitalizing on the network of relationships with
market-leading operators we have built in the SNF industry over the past 30 years. We focus on operator relationships that meet our investment
criteria and we believe our experience in the industry helps us to identify these high quality operators. This strategy has resulted in
approximately 30% of our acquisitions over the last 5 years being completed with 13 new tenants who now operate 57 of our properties. Our
reputation as experts in the industry has allowed us to generate a significant pipeline of attractive opportunities to grow our portfolio with some
of the largest and most experienced operators in the United States.

Generate Additional Rent Through Ongoing Property Reinvestment Program. We are committed to owning and acquiring high quality
properties. We have developed a programmatic approach to reinvesting in our properties to maintain and enhance their quality over the
long-term, to help our operators achieve a competitive advantage in their markets and to generate an attractive return on our invested capital.
These investments include interior enhancements such as therapy gyms and specialty care units designed to drive revenues for our operators, and
exterior enhancements, such as lighting, signage and architectural features, designed to attract residents from the community and key referral
sources. We are able to identify and complete a significant volume of these investments, through which we are able to generate additional rents
at returns consistent with those we achieve with new acquisitions and help our tenants enhance their profitability. In connection with these
investments, we obtain lease extensions, which drive our long-term rental stream. We also maintain a pipeline of new construction projects, with
established operator relationships, to grow our portfolio with state-of-the-art properties.

Further Enhance Our Franchise and Position as an Industry Leader. We are committed to further developing our reputation and franchise in
the SNF industry. We frequently sponsor and speak at industry conferences and similar events and focus on opportunities to prominently align
ourselves with other leaders in the post-acute and long-term care SNF and healthcare real estate industry. Mr. Bernfield, our Chairman and Chief
Executive Officer, serves on the board of directors, and we are one of five Premier Partners, of NIC, one of our industry s leading organizations.
We also host an annual conference for our operators to share best practices and ideas, which generates additional investment opportunities for
us. As a result of our efforts, there is significant awareness of the Aviv franchise in the SNF industry, which results in SNF owners and operators
approaching us with a significant pipeline of attractive investment opportunities.

Strategically Pursue Opportunities to Invest in Complementary Healthcare Properties. We intend to continue to capitalize on our management
team s extensive knowledge of healthcare properties, as well as our strong relationships with our tenants, to supplement our core strategy of
acquiring and investing in post-acute and long-term care SNFs. We opportunistically acquire complementary healthcare properties, such as
ALFs, and independent living facilities, or ILFs, which collectively represented 6.3% of our contractual rents as of September 30, 2012. In
addition, we have also acquired Alzheimer s, long-term acute-care hospital and traumatic brain injury facilities with experienced operators that
meet our criteria for quality and experience and we believe have the ability and desire to grow with us. We believe the acquisition of these
properties on a strategic basis helps us continue to generate attractive returns, complement our existing portfolio and further expand and
strengthen our industry relationships.
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Our Portfolio

As of September 30, 2012, our portfolio consisted of 250 properties, including 220 SNFs, with approximately 19,200 beds in 29 states triple-net
leased to 37 operators. Our portfolio consisted of 245 owned properties (including three properties under development), three properties that we
lease and sublease to a third-party operator, one property in which we hold a leasehold security interest from a third-party operator and one new
construction property in which we hold a security interest. Our EBITDARM and EBITDAR coverage ratios for the twelve months ended

June 30, 2012 were 2.0x and 1.6x, respectively, and our operators EBITDAR margins at our properties averaged 15%. For the three months
ended June 30, 2012, our portfolio occupancy was 80.6% and our quality mix was 47.4%.

The following tables summarize information about our properties as of September 30, 2012:

Operator Diversification

Number Percentage of
of Contractual
Operator Properties Rent
Daybreak 47 16.1%
Saber 25 13.8%
EmpRes 18 10.5%
Sun Mar 13 7.5%
Benchmark 15 6.0%
Cathedral Rock 11 5.7%
Deseret 18 4.0%
Maplewood 5 3.9%
ConvaCare 5 3.6%
Sun Healthcare 11 3.6%
Other (27 operators) 82 25.3%
Total 250 100.0%

State Diversification

Number
of Percentage of
State Properties Contractual Rent™®)
Texas 57 19.4%
California 33 17.1%
Ohio 16 9.8%
Arkansas 11 6.8%
Missouri 15 6.0%
Pennsylvania 10 4.6%
New Mexico 9 4.2%
Illinois 8 3.9%
Connecticut 5 3.9%
Kansas 16 3.6%
Other (19 states) 70 20.7%
Total 250 100.0%
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Recent Developments

We have completed $26.7 million of acquisitions since September 30, 2012, as follows:

2013
Property Acquisition TO&::) Contractual
Operator - Location Type Date Cost Rent
NuCare Glendale, WI SNF 10/31/12 $ 7,600,000 $ 760,000
Trinity Healthcare Seguin, TX SNF 11/20/12 5,000,000 551,616
Saber Dunnellon, FL ALF 11/30/12 14,100,000 1,269,000
Total $ 26,700,000 $ 2,580,616
(1) Funded with additional borrowings. See Capitalization on page 41 for additional information.
We have invested $1.9 million in construction projects since September 30, 2012, as follows:
Spent Subsequent Remaining 2013

Property  Opening Acquisition Through Spending Costs to be Total Contractual
Operator - Location Type Date Costs 9/30/2012  Through 10/31(M Spent Cost® Rent
Maplewood
Darien, CT ALF/ALZ  11/07/12 $ 5,500,000 $ 9,898,695 $ 821,865 $ 289,440 $16,510,000 $ 1,544,528
Maplewood
Norwalk, CT ALF/ALZ  11/19/12 2,600,000 14,011,839 190,839 16,802,678 1,823,597
CareMeridian
Pleasanton, CA SNF 02/28/13 1,162,000 589,223 153,170 695,607 2,600,000 205,730
Saber Chatham, PA SNF Q32013 2,200,000 558,685 712,440 8,728,875 12,200,000 447,333
Total $ 11,462,000 $25,058,442 $ 1,878,314 $9,713,922 $48,112,678 $ 4,021,188

(1) Funded with additional borrowings. See Capitalization on page 41 for additional information.
(2) Budget amounts including acquisition costs.

(3) Total annualized contractual rent: $246,876.

(4) Total annualized contractual rent: $1,342,000.

Our Structure

We conduct our business through a traditional umbrella partnership REIT, or UPREIT, in which our properties are owned by our operating
partnership, Aviv Healthcare Properties Limited Partnership, or direct and indirect subsidiaries of our operating partnership. We are the sole
general partner of our operating partnership and we and the limited partners of our operating partnership will initially own all of the limited
partnership units of our operating partnership, which we refer to as OP Units. Prior to this offering, the capital structure of our operating
partnership consisted of six classes of partnership units, each of which had different capital accounts and each of which was entitled to different
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distributions. In connection with the consummation of this offering, each class of units of our operating partnership will be converted into an
aggregate of OP Units to be owned by Aviv REIT and OP Units to be held by limited partners of our operating partnership. As a
result, our operating partnership will have a single class of OP Units at the time of the consummation of this offering. Following this offering,
the OP Units held by limited partners of our operating partnership will be redeemable for cash, subject to our election to acquire the OP Units in
exchange for unregistered shares of our common stock subject to certain restrictions on transfer for 180 days after the date of this prospectus, on
a one-for-one basis, as described under Description of the Partnership Agreement of Our Operating Partnership.

We will contribute the net proceeds of this offering to our operating partnership in exchange for OP Units ( OP Units if the
underwriters exercise their overallotment option in full). As a result, immediately following this offering, we will hold an interest in our
operating partnership constituting approximately % of the issued and outstanding OP Units of our operating partnership (approximately %
if the underwriters exercise their overallotment option in full).
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The following chart reflects an overview of our organizational structure immediately following consummation of this offering (assuming no
exercise of the underwriters over-allotment option):
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Our Principal Stockholder

In 2010, we consummated a strategic equity transaction with Lindsay Goldberg through which Aviv REIT was formed. In connection with the
transaction and subsequent investments, Lindsay Goldberg has invested $376.8 million to support our growth and purchase of interests from
certain of our limited partners. For additional information regarding our relationship with Lindsay Goldberg, see Certain Relationships and
Related Transactions.

Lindsay Goldberg is a private equity investment firm based in New York with approximately $9 billion of capital under management that
focuses on partnering with entrepreneurial management teams and closely held and family-owned businesses. The firm typically invests in
companies in North America and Western Europe in the manufacturing, energy, financial and business services industries. Lindsay Goldberg has
an investment structure that permits ownership for up to 20 years.

Summary Risk Factors

An investment in our common stock involves significant risks. You should carefully consider the matters discussed in the section Risk Factors
beginning on page 16 prior to deciding whether to invest in our common stock. These risks include, but are not limited to, the following:

Our business is dependent upon our tenants successfully operating their businesses, and their failure to do so could have a material
adverse effect on our ability to successfully and profitably operate our business.

Our portfolio currently consists predominantly of SNFs; as a result, any changes impacting the SNF industry, including regulatory or
reimbursement changes, could negatively affect our operators businesses and could result in our operators being unable to meet their
obligations to us.

Certain operators account for a significant percentage of our rental income, and the failure of any of these operators to meet their
obligations to us could materially reduce our rental income and net income.

Our operators failure to comply with the requirements of governmental reimbursement programs such as Medicare or Medicaid,
licensing and certification requirements, fraud and abuse regulations or new legislative developments could result in our operators
being unable to meet their obligations to us.

Our cash available for distributions may not be sufficient to make distributions at expected levels.

Upon the consummation of this offering, Lindsay Goldberg, Mr. Bernfield, our Chairman and Chief Executive Officer, and a trust
formed for the benefit of the estate of Zev Karkomi, one of our co-founders, together with certain of their respective related parties,
will continue to own shares of common stock and OP Units representing %, % and %, respectively, of our outstanding
common stock on a fully-diluted basis, and will have the ability to exercise significant influence over our company and our operating
partnership and any matter presented to our stockholders.

Our failure to remain qualified as a REIT would have significant adverse consequences to us and the value of our common stock.
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Tax Status

We intend to operate in a manner that will allow us to continue to qualify as a REIT for U.S. federal income tax purposes. We made the election
to be taxed as a REIT effective as of our taxable year ending December 31, 2010. We believe that our investments and proposed method of
operation will enable us to meet the requirements
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for qualification as a REIT for U.S. federal income tax purposes. As a REIT, we are required to satisfy a number of organizational and
operational requirements, including a requirement that we annually distribute to our stockholders at least 90% of our REIT taxable income, as
such term is defined in the U.S. Internal Revenue Code of 1986, as amended, or the Code, computed without regard to our deduction for
dividends paid and excluding any net capital gains. As a REIT, we are generally not subject to U.S. federal income tax on REIT taxable income
we currently distribute to our stockholders. If we fail to qualify as a REIT in any taxable year, we will be subject to U.S. federal income tax at
regular corporate rates, and we may not be able to qualify for treatment as a REIT for that taxable year and the next four taxable years. Even if
we continue to qualify as a REIT, we will be subject to certain federal, state and local taxes on our income and property.

Restrictions on Ownership of Our Common Stock

In order to assist us in complying with the limitations on the concentration of ownership of REIT stock imposed by the Code, our charter
generally prohibits any person (other than a person who has been granted an exception as described below, or an excepted holder) from actually
or constructively owning more than % (by value or by number of shares, whichever is more restrictive) of our outstanding common stock or

% (by value or by number of shares, whichever is more restrictive) of our outstanding stock of all classes and series. We refer to these
restrictions, collectively, as the ownership limit. Our charter permits our board of directors to make an exception to these limits or create a
different limit on ownership, or excepted holder limit, if the stockholder seeking the exception or excepted holder limit makes certain
representations and agreements. Our board of directors may not make an exception to the ownership limit or create an excepted holder limit if
ownership by the excepted holder in excess of the ownership limit would cause us to fail to qualify as a REIT. In addition, different ownership
limits will apply to Lindsay Goldberg, Mr. Bernfield, our Chairman and Chief Executive Officer, together with certain of his affiliates, family
members and estates and trusts, and to a trust formed for the benefit of the estate of Zev Karkomi, one of our co-founders, together with certain
affiliates, family members and estates and trusts, which we refer to collectively as the Karkomi Estate. These limits will allow Lindsay
Goldberg, as an excepted holder, to hold up to % of our common stock or up to % of our outstanding stock, and Mr. Bernfield, together
with certain of his affiliates, family members and estates and trusts, as an excepted holder, to hold up to % of our outstanding common stock
orupto % of all classes and series of our outstanding stock, and the Karkomi Estate (and members thereof), as an excepted holder, to hold up
to % of our outstanding common stock or up to % of all classes and series of our outstanding stock. In each case, the percentage will be
determined by value or by number of shares, whichever is more restrictive.

Distribution Policy and Payment of Distributions

We intend to distribute to our stockholders each year all or substantially all of our REIT net taxable income so as to avoid paying corporate
income tax and excise tax on our REIT income and to qualify for the tax benefits afforded to REITs under the Code. However, the actual
amount, timing and frequency of distributions will be determined by our board of directors based upon a variety of factors deemed relevant by
our directors, including our results of operations and our debt service obligations. See Distribution Policy.

Corporate Information

Aviv REIT was incorporated as a Maryland corporation on July 30, 2010 and operates in a manner intended to allow it to qualify as a REIT for
U.S. federal income tax purposes. Our operating partnership, Aviv Healthcare Properties Limited Partnership, a Delaware limited partnership,
was formed on July 30, 2010, and was the successor to a Delaware limited partnership of the same name formed on March 4, 2005 in connection
with the roll-up of various affiliated entities.
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Our corporate offices are located at 303 West Madison Street, Suite 2400, Chicago, Illinois 60606. Our telephone number is (312) 855-0930.
Our internet website is http://www.avivreit.com. The information contained on, or accessible through, our website is not incorporated by
reference into this prospectus and should not be considered a part of this prospectus.

THE OFFERING

Common stock we are offering shares

Common stock and OP Units to be outstanding immediately after this
offering)
shares/OP Units

Use of proceeds We estimate that the net proceeds to us from this offering after
expenses will be approximately $ million, or approximately
$ million if the underwriters exercise their overallotment
option in full, assuming an initial public offering price of $ per
share, the midpoint of the range indicated on the cover of this
prospectus. We intend to contribute the net proceeds from this
offering to our operating partnership in exchange for OP Units of
our operating partnership. Our operating partnership intends to use
the net proceeds to repay certain indebtedness and to use the
remainder for general corporate purposes, including the potential
acquisition of additional properties in the ordinary course of
business. See Use of Proceeds.

Risk factors An investment in our common stock involves significant risks. You
should carefully consider the matters discussed in the section Risk
Factors beginning on page 16 prior to deciding whether to invest in
our common stock.

Distribution policy We intend to make regular quarterly distributions to holders of our
common stock equal to an annual distribution rate of approximately
% of our cash available for distributions. See Distribution Policy.

New York Stock Exchange symbol We intend to apply to list our common stock on the New York
Stock Exchange, which we refer to as NYSE, under the symbol
AVIV.

(1) The number of shares of common stock and OP Units to be outstanding immediately after this offering includes OP Units not held directly
or indirectly by us that are exchangeable for shares of our common stock but excludes (a) shares of our common stock issuable upon
exercise of outstanding options under our 2010 Management Incentive Plan at a weighted average exercise price of $ per share and
(b) shares of common stock reserved for future grants under our 2013 Long-Term Incentive Plan, which we intend to adopt in
connection with this offering.

Unless otherwise stated, all information in this prospectus assumes that the underwriters do not exercise their option to purchase up to
shares of our common stock to cover overallotments, if any.

11
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SUMMARY FINANCIAL AND OPERATING DATA

You should read the following summary historical consolidated financial and other data in connection with Selected Financial Data,
Management s Discussion and Analysis of Financial Condition and Results of Operations and the historical consolidated financial statements and
related notes thereto appearing elsewhere in this prospectus.

The summary historical consolidated financial data for the years ended December 31, 2011, 2010 and 2009 have been derived from our audited
historical consolidated financial statements and the audited historical consolidated financial statements of Aviv REIT, Inc. and Subsidiaries,
appearing elsewhere in this prospectus. The summary historical consolidated financial data as of September 30, 2012 and for the nine months
ended September 30, 2012 and 2011 have been derived from our unaudited historical financial statements and the unaudited historical
consolidated financial data of Aviv REIT, Inc. and Subsidiaries appearing elsewhere in this prospectus. The unaudited historical financial
statements include all adjustments, consisting of normal recurring adjustments, that we consider necessary for a fair presentation of our financial
condition and results of operations as of such dates and for such periods under GAAP. The historical results are not necessarily indicative of the
results to be expected in the future. Historical financial data for periods prior to September 17, 2010 represent the results of operations and
financial condition of our operating partnership, Aviv Healthcare Properties Limited Partnership, as predecessor to Aviv REIT. Certain
comparative figures have been reclassified to conform to our current financial statement presentation and to reflect the effect of the classification
of certain assets as discontinued operations.

Nine Months Ended
September 30, Year Ended December 31,
Operating Information 2012 2011 2011 2010 2009
(in thousands, except per share data)
Revenues
Rental income $ 87,171 $ 64,948 $ 91,012 $ 84,097 $ 80,980
Interest on secured loans 3,544 3,877 5,193 5,172 3,442
Interest and other income 1,127 840 844 133 466
Total revenues 91,842 69,665 97,049 89,402 84,888
Expenses
Interest expense 37,694 28,218 38,667 23,730 27,069
Depreciation and amortization 19,671 14,847 20,272 17,246 16,920
General and administrative 11,406 8,547 11,422 9,823 7,557
Transaction costs 3,507 3,421 5,493 1,578 7,441
Loss on impairment 6,146 5,233 96
Reserve for uncollectible secured loan receivables 6,308 1,336 1,512 750
Change in fair value of derivatives (2,931) (6,988)
Gain on sale of assets, net (1,171) (512)
Loss on extinguishment of debt 3,807 3,807 2,296
Other expenses 300 167 267
Total expenses 85,032 60,343 85,502 52,076 51,999
Income from continuing operations 6,810 9,322 11,547 37,326 32,889
Discontinued operations 4,586 (289) (234) 656 792
Net income 11,396 9,033 11,313 37,982 33,681
Distributions and accretion on Class E Preferred Units (17,372) (14,570)
Net income allocable to common units of
Partnership/noncontrolling interests (4,451) (4,120) (5,107) (16,780) (19,111)
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$ 6,945 $ 4913 $ 6,206

322,472 235,207 240,103

324,883 237,839 242,518

Income per share from continuing operations allocable to

common
Basic

Diluted
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$ 12.87 $ 2155 $ 2638

$ 1277 $ 2132 $ 26.12
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Other Information

Cash flows provided by operating activities
Cash flows used in investing activities
Cash flows provided by financing activities
FFO™

Normalized FFO"

EBITDA®

Adjusted EBITDA®

Balance Sheet Information

Gross investment in real estate
Cash and cash equivalents
Secured loan receivables, net
Total assets

Total debt

Total liabilities

Stockholders equity
Noncontrolling interests

Total equity

Total liabilities and equity

Nine Months
Ended September 30, Year Ended December 31,
2012 2011 2011 2010 2009
(in thousands)
$ 23,930 $ 31,756 $ 52,088 $ 54,680 $ 40,042
(137,501) (91,763) (207,056) (75,117) (38,493)
87,651 53,242 182,800 17,923 4,632
32,788 23,880 35,647 54,812 50,601
42,603 32,444 46,459 56,505 51,054
68,757 52,085 70,233 78,931 77,639
82,091 68,695 93,672 84,743 78,498

As of September 30, 201203
Actual As Adjusted
(in thousands)
$ 1,060,201 $
14,942
34,445
1,062,573
664,190
729,090
335,327
(1,844)
333,483
1,062,573

(1) For a discussion of FFO and Normalized FFO, including their limits as financial measures, see Presentation of Non-GAAP Financial
Information. The following table is a reconciliation of our net income to FFO and Normalized FFO:

Net income

Depreciation and amortization
Loss on impairment of assets
Gain on sale of assets, net

Funds From Operations

Loss on extinguishment of debt

Reserve for uncollectible loan receivables
Transaction costs

Change in fair value of derivatives

Normalized Funds From Operations

Table of Contents

Nine Months
Ended September 30, Year Ended December 31,
2012 2011 2011 2010 2009
(in thousands)
$11,396 $ 9,033 $11,313 $ 37,982 $ 33,681
19,671 14,847 20,272 17,246 16,920
6,146 5,233 96
(4,425) (1,171) (512)
32,788 23,880 35,647 54,812 50,601
3,807 3,807 2,296
6,308 1,336 1,512 750
3,507 3,421 5,493 1,578 7,441
(2,931) (6,988)
$42,603 $ 32,444 $ 46,459 $ 56,505 $51,054
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The following table is a reconciliation of our cash flows provided by operating activities to Normalized FFO:

Nine Months Ended
September 30, Year ended December 31,
2012 2011 2011 2010 2009
(in thousands)

Cash flows provided by operating activities $ 23,930 $ 31,756 $ 52,088 $ 54,680 $ 40,042
Depreciation from discontinued operations (34) 457) (575) (608) (608)
Transaction costs 3,507 3,421 5,493 1,578 7,441
Share based compensation (1,230) (1,599) (1,972) (1,632) (406)
Amortization of deferred financing costs (2,626) (1,997) (2,665) (1,008) (550)
Straight-line rental income (loss), net 5,923 (1,586) 467) 3,056 6,389
Rental income from intangible amortization, net 1,149 1,044 1,366 3,681 2,098
Discontinued operations (773) (773)
Changes in operating assets and liabilities 12,005 2,672 (5,967) (4,101) (3,352)
Other 1) 37 (69) 859
Normalized Funds from Operations $ 42,603 $ 32,444 $ 46,459 $ 56,505 $ 51,054
Cash flow used in investing activities $(137,501) $(91,763) $ (207,056) $(75,117) $(38,493)
Cash flow provided by financing activities $ 87,651 $ 53,242 $ 182,800 $ 17,923 $ 4,632

(2) For adiscussion of EBITDA and Adjusted EBITDA, including their limits as financial measures, see Presentation of Non-GAAP Financial
Information. The following table is a reconciliation of our net income to EBITDA and Adjusted EBITDA:

Nine Months
Ended September 30, Year Ended December 31,
2012 2011 2011 2010 2009
(in thousands)
Net income $11,396 $ 9,033 $11,313 $37,982 $ 33,681
Interest expense, net 37,690 28,205 38,648 23,703 27,038
Depreciation and amortization 19,671 14,847 20,272 17,246 16,920
EBITDA 68,757 52,085 70,233 78,931 77,639
Loss on impairment of assets 6,146 5,233 96
Gain on sale of assets, net (4,425) (1,171) (512)
Transaction costs 3,507 3,421 5,493 1,578 7,441
Write off of straight-line rents 568 6,447 6,593 2,903
Stock based compensation 1,230 1,599 1,972 1,632 406
Loss on extinguishment of debt 3,807 3,807 2,296
Reserve for uncollectible loan receivables 6,308 1,336 1,512 750
Change in fair value of derivatives (2,931) (6,988)
Adjusted EBITDA $ 82,091 $ 68,695 $93,672 $ 84,743 $ 78,498
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The following table is a reconciliation of our cash flows provided by operating activities to Adjusted EBITDA:

Nine Months Ended
September 30, Year Ended December 31,
2012 2011 2011 2010 2009
(in thousands)

Cash flows provided by operating activities $ 23,930 $ 31,756 $ 52,088 $ 54,680 $ 40,042
Interest expense, net 37,690 28,205 38,648 23,703 27,038
Depreciation from discontinued operations (34) 457) (575) (608) (608)
Transaction costs 3,507 3,421 5,493 1,578 7,441
Write-off of straight-line rents 568 6,447 6,593 2,903
Amortization of deferred financing costs (2,626) (1,997) (2,665) (1,008) (550)
Straight-line rental income (loss), net 5,923 (1,586) 467) 3,056 6,389
Rental income from intangible amortization, net 1,149 1,044 1,366 3,681 2,098
Discontinued operations (773) (773)
Changes in operating assets and liabilities 12,005 2,672 (5,967) 4,101) (3,352)
Other 21) 37) (69) 859
Adjusted EBITDA $ 82,091 $ 68,695 $ 93,672 $ 84,743 $ 78,498
Cash flow used in investing activities $ (137,501) $(91,763) $ (207,056) $(75,117) $ (38,493)
Cash flow provided by financing activities $ 87,651 $ 53,242 $ 182,800 $ 17,923 $ 4,632

(3) The summary balance sheet data as of September 30, 2012 is presented (a) on an actual basis and (b) on an as adjusted basis to give effect
to the sale by us pursuant to this offering of shares of common stock at an assumed initial public offering price of $ per share,
the midpoint of the range set forth on the cover page of this prospectus, and the application of the net proceeds from this offering as
described in  Use of Proceeds.
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RISK FACTORS

An investment in our common stock involves significant risks. You should consider the following risks in addition to information set forth
elsewhere in this prospectus before making your investment decision. If any of the matters highlighted by the risks discussed in this prospectus
occur, our business, financial condition, liquidity and results of operations could be materially and adversely affected. If this were to happen,
the price of our common stock could decline significantly and you could lose all or a part of your investment.

Risks Relating to Our Business and Operations

Our business is dependent upon our operators successfully operating their businesses and their failure to do so could have a material
adverse effect on our ability to successfully and profitably operate our business.

We depend on our operators to operate the properties we own in a manner that generates revenues sufficient to allow them to meet their
obligations to us, including their obligations to pay rent, maintain certain insurance coverage, pay real estate taxes and maintain the properties in
a manner so as not to jeopardize their operating licenses or regulatory status. The ability of our operators to fulfill their obligations under our
leases may depend, in part, upon the overall profitability of their operations, including any other SNFs or other properties or businesses they may
acquire or operate. Cash flow generated by certain individual properties may not be sufficient for an operator to meet its obligations to us. Our
financial position could be weakened and our ability to fulfill our obligations under our indebtedness could be limited if any of our major
operators were unable to meet their obligations to us or failed to renew or extend their relationship with us as their lease terms expire, or if we
were unable to lease or re-lease our properties on economically favorable terms. While we have generally been successful in the past in
transitioning properties from one operator to another where properties are underperforming, we cannot assure you that we will be able to
continue to identify and successfully transition underperforming properties going forward. In addition, from time to time we may recognize
straight-line rent write-offs in connection with transitioning properties. These adverse developments could arise due to a number of factors,
including those described in the risk factors below.

Our portfolio is predominately comprised of SNFs. As a result of our focus on SNFs, any changes affecting SNFs or SNF operators, including
changes in governmental rules and regulations, particularly with respect to Medicare and Medicaid reimbursement, could have an adverse
impact on our operators revenues, costs and results of operations, which may affect their ability to meet their obligations to us. Additionally, if
conditions in the SNF industry decline, we may be required to evaluate our properties for impairments or write-downs, which could result in
charges that might be significant.

Certain operators account for a significant percentage of our rental income, and the failure of any of these operators to meet their
obligations to us could materially reduce our rental income and net income.

As of September 30, 2012, approximately 16.1% of our contractual rent was from Daybreak, which operates 47 of our properties in Texas,
approximately 13.8% of our contractual rent was from Saber, which operates 25 of our properties in Ohio, Pennsylvania, and Florida and
approximately 10.5% of our contractual rent was from EmpRes, which operates 18 of our properties in California, Oregon, Nevada, Montana,
and Washington. No other operator generated more than 7.6% of our total contractual rent as of September 30, 2012.

Table of Contents 36



Edgar Filing: AVIV REIT, INC. - Form S-11

The failure or inability of any of these operators, or of other operators that account for a significant percentage of our rental income, to meet
their obligations to us could materially reduce our rental income and net income, which could in turn reduce the amount of dividends we pay and
cause our stock price to decline.
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The geographic concentration of our properties could leave us vulnerable to an economic downturn, regulatory or reimbursement changes
or acts of nature in those areas, resulting in a decrease in our revenues or otherwise negatively impacting our results of operations.

As of September 30, 2012, the three states from which we derived the largest amount of contractual rent were Texas (19.4%), California
(17.1%) and Ohio (9.8%). As a result of these concentrations, the conditions of local economies and real estate markets, changes in
governmental rules and regulations, particularly with respect to Medicaid, acts of nature and other factors that may result in a decrease in
demand for long-term care services in these states could have an adverse impact on our operators revenues, costs and results of operations,
which may affect their ability to meet their obligations to us.

We may not be successful in identifying and consummating suitable acquisitions or investment opportunities, which may impede our growth
and negatively affect our results of operations and may result in the use of a significant amount of management resources.

Our ability to expand through acquisitions is integral to our business strategy and requires us to identify suitable acquisition or investment
opportunities that meet our criteria and are compatible with our growth strategy. We may not be successful in identifying suitable properties or
other assets that meet our acquisition criteria or in consummating acquisitions or investments on satisfactory terms or at all. Failure to identify or
consummate acquisitions or investment opportunities, or to integrate successfully any acquired properties without substantial expense, delay or
other operational or financial problems, would slow our growth, which could in turn adversely affect our stock price.

Our ability to acquire properties successfully may be constrained by the following significant risks:

competition from other real estate investors with significant capital, including other publicly-traded REITSs and institutional
investment funds;

unsatisfactory results of our due diligence investigations or failure to meet other customary closing conditions; and

failure to finance an acquisition on favorable terms or at all.

If any of these risks are realized, our business, financial condition and results of operations, our ability to make distributions to our stockholders
and the trading price of our common stock may be materially and adversely affected.

We rely on external sources of capital to fund future capital needs, and if we encounter difficulty in obtaining such capital, we may not be
able to make future investments necessary to grow our business or meet maturing commitments.

In order to qualify as a REIT under the Code, we are required, among other things, to distribute each year to our stockholders at least 90% of our
REIT taxable income (computed without regard to our deduction for dividends paid and excluding any net capital gains). Because of this
distribution requirement, we may not be able to fund, from cash retained from operations, all of our future capital needs, including capital needs
to make investments and acquisitions and to satisfy or refinance maturing commitments.
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As aresult, we expect to rely on external sources of capital, including debt and equity financing. If we are unable to obtain needed capital at all
or only on unfavorable terms from these sources, we might not be able to make the investments needed to expand our business, or to meet our
obligations and commitments as they mature. Our access to capital will depend upon a number of factors over which we have little or no control,
including general market conditions, the market s perception of our current and potential future earnings and cash distributions and the market
price of the shares of our capital stock. We may not be in position to take advantage of attractive investment opportunities for growth in the
event that we are unable to access the capital markets on a timely basis or we are only able to obtain financing on unfavorable terms.
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Following the anticipated application of the net proceeds of this offering, we estimate that we would have had approximately $ million
of indebtedness outstanding as of September 30, 2012, assuming an initial public offering price of $ per share, the midpoint of the range
indicated on the cover of this prospectus; our indebtedness could adversely affect our financial condition and, as a result, our operations.

We have substantial indebtedness and we may increase our indebtedness in the future. As of September 30, 2012, we had total indebtedness of
$664.2 million outstanding, including $400.0 million of indebtedness with respect to our Senior Notes due 2019 (excluding $3.3 million of net
debt premium balance related to the Notes) and $239.4 million of indebtedness with respect to our Term Loan, our Acquisition Credit Line, our
2014 Revolver and our 2016 Revolver. Following the anticipated application of the net proceeds of this offering to reduce our debt, we
anticipate that we would have had total debt of approximately $ million as of September 30, 2012, assuming an initial public offering price
of $ per share, the midpoint of the range indicated on the cover of this prospectus. Our level of indebtedness could have important
consequences to our stockholders. For example, it could:

increase our vulnerability to general adverse economic and industry conditions;

limit our ability to obtain additional financing to fund future working capital, capital expenditures and other general corporate
requirements, or to carry out other aspects of our business;

increase our cost of borrowing;

require us to dedicate a substantial portion of our cash flow from operations to payments on indebtedness, thereby reducing the
availability of such cash flow to fund working capital, capital expenditures and other general corporate requirements, or to carry out
other aspects of our business;

limit our ability to make material acquisitions or take advantage of business opportunities that may arise;

limit our ability to make distributions to our stockholders, which may cause us to lose our qualification as a REIT under the Code or
to become subject to federal corporate income tax on any REIT taxable income that we do not distribute; and

place us at a potential competitive disadvantage compared to our competitors that have less debt.

Further, we have the ability to incur substantial additional debt, including secured debt. If we incur additional debt, the related risks described
above could intensify.

Because real estate investments are relatively illiquid, our ability to promptly sell properties in our portfolio is limited.

Because real estate investments are relatively illiquid, our ability to promptly sell one or more properties in our portfolio is limited. The real
estate market is affected by many factors, such as general economic conditions, availability of financing, interest rates and other factors,
including supply and demand, that are beyond our control. In addition, our properties are special purpose properties that could not be readily
converted to general residential, retail or office use. Transfers of operations of SNFs and other healthcare properties are subject to regulatory
approvals not required for transfers of other types of commercial operations and other types of real estate. We cannot predict whether we will be
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able to sell any property for the price or on the terms set by us or whether any price or other terms offered by a prospective purchaser would be
acceptable to us. We also cannot predict the length of time needed to find a willing purchaser and to close the sale of a property. To the extent
we are unable to sell any properties for our book value, we may be required to take a non-cash impairment charge or loss on the sale, either of
which would reduce our net income.

We may be required to expend funds to correct defects or to make improvements before a property can be sold. We may not have funds
available to correct those defects or to make those improvements. We may agree to

18

Table of Contents 41



Edgar Filing: AVIV REIT, INC. - Form S-11

Table of Conten

transfer restrictions that materially restrict us from selling that property for a period of time or impose other restrictions, such as a limitation on
the amount of debt that can be placed or repaid on that property. These transfer restrictions would impede our ability to sell a property even if we
deem it necessary or appropriate. These facts and any others that would impede our ability to respond to adverse changes in the performance of
our properties may have a material adverse effect on our business, financial condition, results of operations, our ability to make distributions to
our stockholders and the trading price of our common stock.

Uninsured losses or losses in excess of our operators insurance coverage could adversely affect our financial position and our cash flow.

Under the terms of our leases, our operators are required to maintain comprehensive general liability, fire, flood, earthquake, boiler and
machinery, nursing home or long-term care professional liability and extended coverage insurance with respect to our properties with policy
specifications, limits and deductibles set forth in the leases or other written agreements between us and the operator. However, our properties
may be adversely affected by casualty losses which exceed insurance coverages and reserves. Should an uninsured loss occur, we could lose
both our investment in, and anticipated profits and cash flows from, the property. Even if it were practicable to restore the property to its
condition prior to the damage caused by a major casualty, the operations of the affected property would likely be suspended for a considerable
period of time. In the event of any substantial loss affecting a property, disputes over insurance claims could arise.

Our assets may be subject to impairment charges.

We periodically evaluate our real estate investments and other assets for impairment indicators. The judgment regarding the existence of
impairment indicators is based on factors such as market conditions, operator performance and legal structure. If we determine that a significant
impairment has occurred, we would be required to make an adjustment to the net carrying value of the asset, which could have a material
adverse affect on our results of operations and funds from operations in the period in which the write-off occurs. As part of our impairment
evaluation at December 31, 2011, we recorded a charge of approximately $6.1 million, including $0.9 million of discontinued operations.

As an owner of real property, we may be exposed to environmental liabilities.

Under various federal, state and local environmental laws, ordinances and regulations, a current or previous owner of real property, such as us,
may be liable in certain circumstances for the costs of investigation, removal, remediation or release of hazardous or toxic substances (including
materials containing asbestos) at, under or disposed of in connection with such property, as well as certain other potential costs relating to
hazardous or toxic substances, including government fines and damages for injuries to persons or adjacent property. Such laws often impose
liability without regard to whether the owner knew of, or was responsible for, the presence or disposal of such substances and liability may be
imposed on the owner in connection with the activities of an operator at the property. The cost of any required investigation, remediation,
removal, fines or personal or property damages and the owner s liability therefore could exceed the value of the property and/or the assets of the
owner. In addition, the presence of such substances, or the failure to properly dispose of or remediate such substances, may adversely affect our
operators ability to attract additional residents, our ability to sell or rent such property or to borrow using such property as collateral which, in
turn, could reduce our revenues.

Although our leases require the operator to indemnify us for certain environmental liabilities, the scope of such obligations may be limited. For
instance, some of our leases do not require the operator to indemnify us for environmental liabilities arising before the operator took possession
of the premises. Further, we cannot assure you that any such operator would be able to fulfill its indemnification obligations. If we were to be
liable for any such environmental liabilities and were unable to seek recovery against our operators, our business, financial condition and results
of operations could be materially and adversely affected.
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We depend upon our key employees and our failure to retain or attract sufficient numbers of qualified personnel could have a material
adverse effect on our business.

Our future performance depends to a significant degree upon the continued contributions of our management team and other employees. As of
September 30, 2012, we had 30 full-time employees and 3 part-time employees and, as a result, the loss of even a small number of our
employees may have an adverse effect on our business. Accordingly, our future success depends on our ability to retain, attract, hire and train
skilled management and other qualified personnel. Competition for qualified employees is intense, and we compete for qualified employees with
companies that may have greater financial resources than we have. Consequently, we may not be successful in retaining, attracting, hiring, and
training the people we need, which would seriously impede our ability to implement our business strategy.

Risks Relating to Our Operators and the Skilled Nursing Facility Industry

Our operators failure to comply with the requirements of governmental reimbursement programs such as Medicare or Medicaid, licensing
and certification requirements, fraud and abuse regulations or new legislative developments may affect their ability to meet their obligations
to us.

Our operators are subject to numerous federal, state and local laws and regulations that are subject to frequent and substantial changes
(sometimes applied retroactively) resulting from legislation, adoption of rules and regulations, and administrative and judicial interpretations of
existing laws. The ultimate timing or effect of any changes in these laws and regulations cannot be predicted. We have no direct control over our
operators ability to meet the numerous federal, state and local regulatory requirements. The failure of any of our operators to comply with these
laws, requirements and regulations may affect their ability to meet their obligations to us. In particular:

Licensing and Certification. Our operators and facilities are subject to regulatory and licensing requirements of federal, state and
local authorities and are periodically surveyed by them to confirm compliance. Failure to obtain licensure or loss or suspension of
licensure or certification may prevent a facility from operating or result in a suspension of reimbursement payments until all
licensure or certification issues have been resolved and the necessary licenses or certification are obtained or reinstated. If an
operator does not continue to meet all regulatory requirements, that operator may lose its ability to provide or bill and receive
payment for healthcare services. In such event, revenues from those facilities could be reduced or eliminated for an extended period
of time or permanently. Transfers of operations of SNFs and other healthcare facilities are subject to regulatory approvals not
required for transfers of other types of commercial operations and real estate.

Certificate of Need. Some states require that SNFs obtain governmental approval, in the form of a Certificate of Need, or CON, or
similar certification, that generally varies by state and is subject to change, prior to the addition or construction of new beds, the
addition of services or certain capital expenditures. The CON laws and regulations may restrict our ability to add new facilities or
expand an existing facility s size or services. In addition, CON laws may constrain our ability to lease a particular property to a new
operator.

Medicare and Medicaid Certification. A significant portion of the revenues of our operators that operate SNFs is derived from
participation in government-funded reimbursement programs, primarily Medicare and Medicaid, and failure to maintain certification
to participate in these programs could result in a loss of funding from such programs. Loss of certification could cause the revenues
of our operators to decline, potentially jeopardizing their ability to meet their obligations to us. Medicare and Medicaid laws also
require operators of SNFs to comply with extensive standards governing operations.
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Fraud and Abuse Laws and Regulations. There are various highly complex federal and state laws governing a wide array of referrals,
financial relationships and arrangements and prohibiting fraud by healthcare providers, including criminal provisions that prohibit
financial inducements for referrals, filing false claims or making false statements to receive payment or certification under Medicare
and Medicaid, or failing to refund overpayments or improper payments. All healthcare providers, including SNFs, are subject to the
Federal Anti-Kickback Statute, which generally prohibits persons from offering, providing, soliciting, or receiving remuneration to
induce either the referral of an individual or the furnishing of a good or service for which payment may be made under a federal
healthcare program, such as Medicare or Medicaid. SNFs are also subject to the Federal Ethics in Patient Referral Act of 1989,
commonly referred to as the Stark Law. The Stark Law generally prohibits the submission of claims to Medicare for payment if the
claim results from a physician referral for certain designated services and the physician has a financial relationship with the health
service provider that does not qualify under one of the exceptions for a financial relationship under the Stark Law. Similar
prohibitions on kickbacks, physician self-referrals and submission of claims apply to state Medicaid programs, and may also apply to
private payors under state laws. Violations of these laws subject persons and entities to termination from participation in Medicare,
Medicaid and other federally funded healthcare programs or result in the imposition of treble damages and fines or other penalties.

Other Laws. Other laws that impact how our operators conduct their operations include: federal and state laws designed to protect the
confidentiality and security of patient health information; state and local licensure laws; laws protecting consumers against deceptive
practices; laws generally affecting our operators management of property and equipment and how our operators generally conduct
their operations, such as fire, health and safety, and environmental laws; federal and state laws affecting assisted living facilities
mandating quality of services and care, and quality of food service; resident rights (including abuse and neglect laws); and health
standards set by the federal Occupational Safety and Health Administration. For example, the Health Insurance Portability and
Accountability Act of 1996 ( HIPAA ) provides for communication of health information through standard electronic transaction
formats and for the privacy and security of health information. In order to comply with the regulations, healthcare providers often
must undertake significant operational and technical implementation efforts. Operators also may face significant financial exposure if
they fail to maintain the privacy and security of medical records and other personal health information about individuals. The Health
Information Technology for Economic and Clinical Health ( HITECH ) Act, passed in February 2009, strengthened the HHS
Secretary s authority to impose civil money penalties for HIPAA violations occurring after February 18, 2009. HITECH directs the
HHS Secretary to provide for periodic audits to ensure covered entities and their business associates (as that term is defined under
HIPAA) comply with the applicable HITECH requirements, increasing the likelihood that a HIPAA violation will result in an
enforcement action. CMS issued an interim Final Rule which conformed HIPAA enforcement regulations to the HITECH Act,
increasing the maximum penalty for multiple violations of a single requirement or prohibition to $1.5 million. Higher penalties may
accrue for violations of multiple requirements or prohibitions. HIPAA violations are also potentially subject to criminal penalties.
We cannot predict the effect additional costs to comply with these laws may have on the expenses of our operators and their ability
to meet their obligations to us.

Legislative and Regulatory Developments. The Patient Protection and Affordable Care Act ( PPACA ) and the Health Care and
Education Reconciliation Act of 2010, which amends PPACA (collectively, the Health Reform Laws ) and the June 28, 2012 United
States Supreme Court ruling upholding the individual mandate of the Health Reform Laws and partially invalidating the expansion of
Medicaid (further discussed below), may have a significant impact on Medicare, Medicaid, other federal healthcare programs, and
private insurers, which impact the reimbursement amounts received by SNFs and other healthcare providers. The Health Reform

Laws could have a substantial and material adverse effect on all parties directly or indirectly involved in the healthcare system.
Together, the Health Reform Laws make the most sweeping and fundamental changes to the U.S. healthcare system undertaken since
the creation of Medicare and Medicaid and contain various provisions that may
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directly impact us or our operators. These new laws include a large number of health-related provisions that are scheduled to take
effect over the next four years, including expanding Medicaid eligibility, requiring most individuals to have health insurance,
establishing new regulations on health plans, establishing health insurance exchanges and modifying certain payment systems to
encourage more cost-effective care and a reduction of inefficiencies and waste, including through new tools to address fraud and
abuse. Because all of our properties are used as healthcare properties, we will be impacted by the risks associated with the healthcare
industry, including healthcare reform. While the expansion of healthcare coverage may result in some additional demand for services
provided by operators, reimbursement levels may be lower than the costs required to provide such services, which could materially
adversely affect the ability of operators to generate profits and pay rent under their lease agreements with us and thereby could
materially adversely affect our business, financial position or results of operations. The Health Reform Laws also enhance certain
fraud and abuse penalty provisions that could apply to our operators in the event of one or more violations of the federal healthcare
regulatory laws. Furthermore, regulatory proposals and rules are released on an ongoing basis that may have an impact on the
healthcare system in general and the skilled nursing and long-term care industries in particular. We cannot predict whether the
existing Health Reform Laws, or future healthcare reform legislation or regulatory changes, will have a material impact on our
operators or tenants property or business. If the operations, cash flows or financial condition of our operators are materially adversely
impacted by the Health Reform Laws or future legislation, our revenue and operations may be adversely affected as well. In addition,
despite the Supreme Court s decision to uphold the Health Reform Laws, the House of Representatives voted to repeal the Health
Reform Laws in full. We cannot predict whether any of these or future attempts to repeal or amend the Health Reform Laws will be
successful, nor can we predict the impact that such a repeal or amendment would have on our operators and their ability to meet their
obligations to us.

Our operators depend on reimbursement from government and other third-party payors; reimbursement rates from such payors may be
reduced, which could cause our operators revenues to decline and affect their ability to meet their obligations to us.

The ability of our operators to generate revenue and profit influences the underlying value of our properties. Revenues of our operators are
generally derived from payments for patient care. Sources of such payments for SNFs include Medicare, state Medicaid programs, private
insurance carriers, healthcare service plans, health maintenance organizations, preferred provider arrangements, self-insured employers and the
patients themselves. Medicare and Medicaid programs, as well as numerous private insurance and managed care plans, generally require
participating providers to accept government-determined reimbursement levels as payment in full for services rendered, without regard to a
facility s charges. Changes in the reimbursement rate or methods of payment from third-party payors, including Medicare and Medicaid, or the
implementation of other measures to reduce reimbursements for services provided by our operators, have in the past and could in the future
result in a substantial reduction in our operators revenues. For example, beginning in 2012, SNFs were subject to a productivity adjustment,
which means that the payment rates for SNFs may decrease from one year to the next. Additionally, although the Health Reform Laws delayed
implementation of the Resource Utilization Group, Version Four ( RUG-IV ), which revises the payment classification system for SNFs, the
Medicare and Medicaid Extenders Act of 2010 repealed this delay retroactively to October 1, 2010. The implementation of the RUG-IV
classification may impact our tenants and operators by revising the classifications of certain patients. The federal reimbursement for certain
facilities, such as SNFs, incorporates adjustments to account for facility case-mix. Additionally, on July 30, 2012, CMS released notices
updating the payment rates for SNFs. Effective October 1, 2012, CMS is implementing a net 1.8% rate increase for SNFs. Additionally, revenue
realizable under third-party payor agreements can change after examination and retroactive adjustment by payors during the claims settlement
processes or as a result of post-payment audits. Payors may disallow requests for reimbursement based on determinations that certain costs are
not reimbursable or reasonable or because additional documentation is necessary or because certain services were not covered or were not
medically necessary. There also continue to be new legislative and regulatory proposals that could impose further
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limitations on government and private payments to healthcare providers. In some cases, states have enacted or are considering enacting measures
designed to reduce their Medicaid expenditures and to make changes to private healthcare insurance. Moreover, healthcare facilities continue to
experience pressures from private payors attempting to control healthcare costs, and reimbursement from private payors has in many cases
effectively been reduced to levels approaching those of government payors. We cannot assure you that adequate reimbursement levels will
continue to be available for the services provided by our operators. Further limits on the scope of services reimbursed and on reimbursement
rates could have a material adverse effect on our operators liquidity, financial condition and results of operations, which could cause the
revenues of our operators to decline and which may affect their ability to meet their obligations to us.

A number of states are currently managing budget deficits, which may put pressure on states to decrease reimbursement rates for our operators
with the goal of decreasing state expenditures under their state Medicaid programs. The need to control Medicaid expenditures may be
exacerbated by the potential for increased enrollment in Medicaid due to unemployment and declines in family incomes. These potential
reductions could be compounded by the potential for federal cost-cutting efforts that could lead to reductions in reimbursement to our operators
under both the Medicaid and Medicare programs. Potential reductions in Medicaid and Medicare reimbursement to our operators could reduce
the cash flow of our operators and their ability to meet their obligations to us.

Possible changes in the healthcare needs of our operators residents as well as payor mix and payment methodologies may significantly
affect the profitability of our operators.

The sources and amounts of our operators revenues are determined by a number of factors, including licensed bed capacity, occupancy, the
healthcare needs of residents and the rate of reimbursement. Changes in the healthcare needs of the residents as well as payor mix among private
pay, Medicare and Medicaid may significantly affect our operators profitability and which may affect their ability to meet their obligations to us.

Our operators may be subject to significant legal actions that could subject them to increased operating costs and substantial uninsured
liabilities, which may affect their ability to meet their obligations to us.

Our operators may be subject to claims that their services have resulted in resident injury or other adverse effects. The insurance coverage
maintained by our operators, whether through commercial insurance or self-insurance, may not cover all claims made against them or continue
to be available at a reasonable cost, if at all. In some states, insurance coverage for the risk of punitive damages arising from professional
liability and general liability claims and/or litigation may not, in certain cases, be available to our operators due to state law prohibitions or
limitations of availability. As a result, our operators operating in these states may be liable for punitive damage awards that are either not
covered or are in excess of their insurance policy limits. From time to time, there may also be increases in government investigations of
long-term care providers, particularly in the area of Medicare/Medicaid false claims, as well as increases in enforcement actions resulting from
these investigations. Insurance is not available to cover such losses. Any adverse determination in a legal proceeding or government
investigation, whether currently asserted or arising in the future, could lead to potential termination from government programs, large penalties
and fines and otherwise have a material adverse effect on an operator s financial condition. If an operator is unable to obtain or maintain
insurance coverage, if judgments are obtained in excess of the insurance coverage, if an operator is required to pay uninsured punitive damages,
or if an operator is subject to an uninsurable government enforcement action, the operator could be exposed to substantial additional liabilities,
which could result in its bankruptcy or insolvency or have a material adverse effect on the operator s business and its ability to meet its
obligations to us.

The bankruptcy, insolvency or financial deterioration of our operators could delay or prevent our ability to collect unpaid rents or require us
to find new operators.
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We receive substantially all of our income as rent payments under leases of our properties. We have very limited control over the success or
failure of our operators businesses and, at any time, any of our operators may experience a downturn in its business that may weaken its financial
condition. As a result, our operators may fail
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to make rent payments when due or declare bankruptcy. Any operator failures to make rent payments when due or operator bankruptcies could
result in the termination of the operator s lease and could have a material adverse effect on our business, financial condition and results of
operations, our ability to make distributions to our stockholders and the trading price of our common stock. This risk is magnified in situations
where we lease multiple properties to a single operator under a master lease, as an operator failure or default under a master lease could reduce
or eliminate rental revenue from multiple properties.

If operators are unable to comply with the terms of the leases, we may be forced to modify the leases in ways that are unfavorable to us.
Alternatively, the failure of an operator to perform under a lease could require us to declare a default, repossess the property, find a suitable
replacement operator, operate the property or sell the property. There is no assurance that we would be able to lease a property on substantially
equivalent or better terms than the prior lease, or at all, find another qualified operator, successfully reposition the property for other uses or sell
the property on terms that are favorable to us. It may be more difficult to find a replacement operator for a SNF property than it would be to find
a replacement tenant for a general commercial property due to the specialized nature of the business. Even if we are able to find a suitable
replacement operator for a property, transfers of operations of SNFs and other healthcare facilities are subject to regulatory approvals not
required for transfers of other types of commercial operations, which may affect our ability to successfully transition a property.

If any lease expires or is terminated, we could be responsible for all of the operating expenses for that property until it is re-leased or sold. If we
experience a significant number of un-leased properties, our operating expenses could increase significantly. Any significant increase in our
operating costs may have a material adverse effect on our business, financial condition and results of operations, our ability to make distributions
to our stockholders and the trading price of our common stock.

Any bankruptcy filing by or relating to one of our operators could bar all efforts by us to collect pre-bankruptcy debts from that operator or seize
its property. An operator bankruptcy could also delay our efforts to collect past due balances under the leases and could ultimately preclude
collection of all or a portion of these sums. It is possible that we may recover substantially less than the full value of any unsecured claims we
hold, if any, which may have a material adverse effect on our business, financial condition and results of operations, our ability to make
distributions to our stockholders and the trading price of our common stock. Furthermore, dealing with an operator s bankruptcy or other default
may divert management s attention and cause us to incur substantial legal and other costs.

If one or more of our operators files for bankruptcy relief, the U.S. federal Bankruptcy Code provides that a debtor has the option to assume or
reject the unexpired lease within a certain period of time. However, our leases with operators that lease more than one of our properties are
generally made pursuant to a single master lease covering all of that operator s properties leased from us, or are cross-defaulted with other leases,
and consequently there is uncertainty about how such arrangements may be treated in a bankruptcy. It is possible that in bankruptcy the
debtor-operator may be required to assume or reject the master lease or cross-defaulted leases as a whole, rather than making the decision on a
property-by-property basis, thereby preventing the debtor-operator from assuming the better performing properties and terminating the master
lease or cross-defaulted leases with respect to the poorer performing properties.

Increased competition may affect the ability of our operators to meet their obligations to us.

The healthcare industry is highly competitive. Our operators are competing with numerous other companies providing similar healthcare
services or alternatives such as long-term acute care hospitals, in-patient rehabilitation facilities, home health agencies, hospices, life care at
home, community-based service programs, retirement communities and convalescent centers. Our operators may not be able to achieve
performance levels that will enable them to meet their obligations to us.
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Risks Relating to Our Organization and Structure

Our primary asset is our partnership interest in our operating partnership and, as a result, we will depend on distributions from our
operating partnership to pay dividends and expenses.

After the consummation of this offering, we will be a holding company and will have no material assets other than our general partner interest
and OP Units in our operating partnership. We intend to cause our operating partnership to make distributions to limited partners, including us,
in an amount sufficient to allow us to qualify as a REIT for U.S. federal income tax purposes and to pay all our expenses. To the extent we need
funds and our operating partnership is restricted from making distributions under applicable law or otherwise, or if our operating partnership is
otherwise unable to provide such funds, the failure to make such distributions could materially adversely affect our liquidity and financial
condition.

Members of our management and board of directors will be unitholders of our operating partnership, and their interests may differ from
those of our public stockholders.

After the consummation of this offering, members of our management and board of directors will also be holders of OP Units of our operating
partnership. Those unitholders may have conflicting interests with holders of our common stock. For example, holders of OP Units may have
different tax positions from us or holders of our common stock, which could influence their decisions in their capacities as members of
management regarding whether and when to dispose of assets, whether and when to incur new or refinance existing indebtedness and how to
structure future transactions.

Upon the consummation of this offering, Lindsay Goldberg, Mr. Bernfield, our Chairman and Chief Executive Officer, and a trust formed
Jor the benefit of the estate of Zev Karkomi, one of our co-founders, together with certain of their respective affiliates, family members and
estates and trusts, will own shares of common stock and OP Units representing %, % and %, respectively, of our outstanding common
stock on a fully-diluted basis and will have the ability to exercise significant influence over our company and our operating partnership and
any matter presented to our stockholders.

Upon the consummation of this offering and assuming no exercise of the underwriters overallotment option, Lindsay Goldberg, Mr. Bernfield,
our Chairman and Chief Executive Officer, and a trust formed for the benefit of the estate of Zev Karkomi, one of our co-founders, together with
certain of their respective affiliates, family members and estates and trusts, will own shares of common stock and OP Units representing %,

% and %, respectively, of our outstanding common stock on a fully-diluted basis, assuming an initial public offering price of $ per
share, the midpoint of the range set forth on the cover of this prospectus. As a result of their equity ownership and their positions within our
company, each of Lindsay Goldberg, Mr. Bernfield and members of the Karkomi Estate individually or, to the extent their interests are aligned,
collectively may be able to influence the outcome of matters submitted for stockholder action, including the election of our board of directors
and approval of significant corporate transactions, including business combinations, consolidations and mergers and the determination of our
day-to-day corporate and management policies. Therefore, each of Lindsay Goldberg, Mr. Bernfield and the Karkomi Estate (and members
thereof) will have substantial influence over us and could exercise influence in a manner that is not in the best interests of our other stockholders.
This concentration of ownership might also have the effect of delaying or preventing a change of control that our stockholders may view as
beneficial.

We currently qualify as an emerging growth company, and we cannot be certain if the reduced reporting requirements applicable to
emerging growth companies will make our common stock less attractive to investors.
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do not qualify as emerging growth companies, including reduced disclosure obligations regarding executive compensation in our periodic
reports and proxy statements and exemptions from the requirements of holding a nonbinding advisory vote on executive compensation and
stockholder approval of any golden parachute payments not previously approved. We could qualify as an emerging growth company for up to
five years, although we could lose that status sooner if our revenues exceed $1 billion, if we issue more than $1 billion in non-convertible debt in
a three year period, or if the market value of our common stock held by non-affiliates exceeds $700 million as of any June 30th before that time,
in which case we would no longer qualify as an emerging growth company as of the following December 31st. We cannot predict if investors
will find our common stock less attractive because we may rely on these exemptions. If some investors find our common stock less attractive as
a result, there may be a less active trading market for our common stock and our stock price may be more volatile.

We have limited experience operating as a REIT and therefore may have difficulty in successfully and profitably operating our business in
compliance with the regulatory requirements applicable to REITs.

Aviv REIT, Inc. was formed on July 30, 2010, and we have limited experience operating as a REIT and complying with the numerous technical
restrictions and limitations set forth in the Code, as applicable to REITs. As a result, we cannot assure you that we will be able to successfully
operate as a REIT or comply with regulatory requirements applicable to REITs.

The obligations associated with being a public company will require significant resources and management attention.

As aresult of the issuance of our Senior Notes in February 2011, we are a public reporting company under the Exchange Act of 1934, or the
Exchange Act. However, we have limited experience complying with Securities and Exchange Commission, or SEC, regulations. Upon
becoming a public company with our common stock listed on the New York Stock Exchange, or NYSE, we will need to comply with additional
laws, regulations and requirements, including the requirements of the NYSE, with which we have not previously been required to comply.
Despite recent reforms made possible by the JOBS Act, compliance with these laws, regulations and requirements will occupy a significant
amount of time of our board of directors and management and will significantly increase our legal, accounting and other expenses, particularly
after we no longer qualify as an emerging growth company. Furthermore, the need to establish the corporate infrastructure demanded of public
companies may divert management s attention from implementing our growth strategy, which could prevent us from improving our business,
results of operations and financial condition. We have made, and will continue to make, changes to our internal controls and procedures for
financial reporting and accounting systems to meet our reporting obligations upon becoming a public company. However, the measures we take
may not be sufficient to satisfy our obligations. In addition, we cannot predict or estimate the amount of additional costs we may incur in order
to comply with these requirements.

Section 404 of the Sarbanes-Oxley Act requires annual management assessments and attestation by our independent registered public accounting
firm of the effectiveness of our internal control over financial reporting. Beginning with the fiscal year ending December 31, 2012, we will be
required to file an annual management assessment of the effectiveness of our internal control over financial reporting with the SEC. In addition,

our independent registered public accounting firm will be required to attest to the effectiveness of our internal control over financial reporting
beginning with our annual report on Form 10-K following the date on which we no longer qualify as an emerging growth company or we opt not
to use the applicable exemption. In connection with our implementation of the necessary procedures and practices related to internal control over
financial reporting, we or our independent registered public accounting firm may identify deficiencies that we may not be able to remedy in time

to meet the deadline imposed by the Sarbanes-Oxley Act for compliance with the requirements of Section 404. If we fail to comply with

Section 404, or if we or our independent registered public accounting firm identify and report a material weakness, it may affect the reliability of
our internal control over
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financial reporting, which could adversely affect the market price of our common stock and subject us to sanctions or investigations by the
NYSE, the SEC or other regulatory authorities, which would require additional financial and management resources.

Our charter restricts the ownership and transfer of our outstanding stock, which may have the effect of delaying, deferring or preventing a
transaction or change of control of our company.

In order for us to qualify as a REIT, no more than 50% of the value of outstanding shares of our stock may be owned, actually or constructively,
by five or fewer individuals at any time during the last half of each taxable year. Subject to some exceptions, our charter prohibits any
stockholder from owning actually or constructively more than % (by value or by number of shares, whichever is more restrictive) of our
outstanding common stock or of our outstanding stock of all classes and series. Our charter s constructive ownership rules are complex and may
cause the outstanding stock owned by a group of related individuals or entities to be deemed to be constructively owned by one individual or
entity. As a result, the acquisition of less than % of our outstanding stock by an individual or entity could cause that individual or entity to
own constructively in excess of % of our outstanding stock, and thus violate our charter s ownership limit. Our charter also prohibits any
person (other than Lindsay Goldberg) from owning shares of our stock that would result in our being closely held under Section 856(h) of the
Code or otherwise cause us to fail to qualify as a REIT. Any attempt to own or transfer shares of our stock in violation of these restrictions may
result in the shares being automatically transferred to a charitable trust or may be void.

Certain provisions of Maryland Law may limit the ability of a third party to acquire control of our company.

Certain provisions of the Maryland General Corporation Law, or MGCL, may have the effect of delaying, deferring or preventing a transaction
or a change of control of our company that might involve a premium price for holders of our common stock or otherwise be in their best
interests.

Subject to certain limitations, provisions of the MGCL prohibit certain business combinations between us and an interested stockholder (defined
generally as any person who beneficially owns 10% or more of the voting power of our stock or an affiliate or associate of us who beneficially
owned 10% or more of the voting power of our stock during the previous two years) or an affiliate of the interested stockholder for five years

after the most recent date on which the stockholder became an interested stockholder. After the five year period, business combinations between

us and an interested stockholder or an affiliate of the interested stockholder must generally either provide a minimum price to our stockholders

or be approved by the affirmative vote of at least 80% of the votes entitled to be cast by holders of our outstanding stock and at least two-third of
the votes entitled to be cast by stockholders other than the interested stockholder and its affiliates and associates.

These provisions of the MGCL relating to business combinations do not apply, however, to business combinations that are approved or
exempted by our board of directors prior to the time that the interested stockholder becomes an interested stockholder. As permitted by the
statute, our board of directors has by resolution exempted Lindsay Goldberg, Mr. Bernfield, his affiliates and associates and all persons acting in
concert with the foregoing, from the business combination provisions of the MGCL and, consequently, the five-year prohibition and the
supermajority vote requirements will not apply to business combinations between us and these persons. As a result, these persons may be able to
enter into business combinations with us that may not be in the best interests of our stockholders without compliance by our company with the
supermajority vote requirements and the other provisions of the statute.

The MGCL also provides that holders of control shares (which are shares of our stock which, when aggregated with other shares that the
acquiror owns or is entitled to direct the exercise of voting power (other than solely by virtue of a revocable proxy), entitle the stockholder to
exercise at least 10% but less than 33%, at least 33% but less than 50% or at least 50% of the voting power in the election of directors) generally
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two-thirds of the votes entitled to be cast on the matter. As permitted by Maryland law, our bylaws contain a provision exempting from the
provisions of the MGCL relating to control share acquisitions any and all acquisitions by any person of our common stock. There can be no
assurance that such provision will not be amended or eliminated at any time in the future.

Additionally, Title 3, Subtitle 8 of the MGCL permits our board of directors, without stockholder approval and regardless of what is currently
provided in our charter or bylaws, to elect to be subject to certain provisions relating to corporate governance that may have the effect of
delaying, deferring or preventing a transaction or a change of control of our company that might involve a premium to the market price of our
common stock or otherwise be in our stockholders best interests.

Upon the consummation of this offering, we will already be subject to all of these provisions, either by provisions of our charter and bylaws
unrelated to Subtitle 8 or by reason of an election in our charter to be subject to certain provisions of Subtitle 8. See Certain Provisions of
Maryland Law and of Our Charter and Bylaws.

We may change our investment strategies and policies without stockholder approval.

Our board of directors, without the approval of our stockholders, may alter our investment strategies and policies if it determines that a change is
in our best interests. The methods of implementing our investment strategies and policies may vary as new investments and financing techniques
are developed.

Risks Relating to Our Tax Status and Other Tax Related Matters

Our failure to remain qualified as a REIT would have significant adverse consequences to us and the value of our common stock.

We made the election to be taxed as a REIT effective as of our taxable year ending December 31, 2010. We believe that we have been organized
and have operated in a manner that has allowed us to qualify for taxation as a REIT under the Code commencing with such taxable year, and we
intend to continue to be organized and operate in this manner. Qualification as a REIT involves the application of highly technical and complex
Code provisions and U.S. Treasury Department regulations, or Treasury regulations, promulgated thereunder for which there are only limited
judicial and administrative interpretations. Even a technical or inadvertent violation could jeopardize our ability to remain qualified as a REIT.
The complexity of these provisions and of the applicable Treasury regulations that have been promulgated under the Code is greater in the case
of a REIT that, like us, holds its assets through a partnership. The determination of various factual matters and circumstances not entirely within
our control may affect our ability to remain qualified as a REIT. In order to remain qualified as a REIT, we must satisfy a number of
requirements on a continuing basis, including requirements regarding the composition of our assets, sources of our gross income and stockholder
ownership. Also, we must make distributions to stockholders aggregating annually at least 90% of our REIT taxable income (computed without
regard to our deduction for dividends paid and excluding any net capital gains).

We have not requested and do not plan to request a ruling from the Internal Revenue Service, or IRS, that we qualify as a REIT, and the
statements in this prospectus are not binding on the IRS or any court. However, we expect to receive an opinion of our legal counsel, Sidley
Austin LLP, with respect to our qualification as a REIT in connection with this offering of common stock. Investors should be aware, however,
that opinions of counsel are not binding on the IRS or any court. The opinion of Sidley Austin LLP will represent only the view of Sidley Austin
LLP based on its review and analysis of existing law and on certain representations as to factual matters and covenants made by us as well as
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The opinion will be expressed as of the date issued. Sidley Austin LLP will have no obligation to advise us or the holders of our common stock
of any subsequent change in the matters stated, represented or assumed or of any subsequent change in applicable law. Furthermore, both the
validity of the opinion of Sidley Austin LLP and our qualification as a REIT will depend on our satisfaction of certain asset, income,
organizational, distribution, stockholder ownership and other
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requirements on a continuing basis, the results of which will not be monitored by Sidley Austin LLP. This means that we may not satisty the
REIT requirements in the future. Furthermore, our charter provides that our board of directors may revoke or otherwise terminate our REIT
election, without approval of our stockholders, if it determines that it is no longer in our best interests to attempt to qualify, or to continue to
qualify, as a REIT.

If we lose our qualification as a REIT, we will face serious tax consequences that would substantially reduce the funds available for distribution
to our stockholders for each of the years involved because:

we would not be allowed a deduction for distributions to stockholders in computing our taxable income and we would be subject to
U.S. federal income tax at regular corporate rates;

we also could be subject to the U.S. federal alternative minimum tax and possibly increased state and local taxes; and

unless we are entitled to relief under applicable statutory provisions, we could not elect to be taxed as a REIT for four taxable years
following a year during which we were disqualified.

In addition, if we lose our qualification as a REIT, we will not be required to make distributions to stockholders, but all distributions to our
stockholders will be subject to tax as regular corporate dividends to the extent of our current and accumulated earnings and profits. This means

that our taxable non-corporate U.S. stockholders (as such term is defined under Material U.S. Federal Income Tax Considerations Taxation of
Taxable U.S. Stockholders below) would generally be taxed on our dividends at capital gains rate (through taxable years beginning on or before
December 31, 2012), and our corporate stockholders generally would be entitled to the dividends received deduction with respect to such
dividends, subject, in each case, to applicable limitations under the Code.

As a result of these factors, our failure to qualify as a REIT also could impair our ability to expand our business and raise capital, and could
adversely affect the value of our common stock.

Even if we remain qualified as a REIT, we may face other tax liabilities that reduce our cash flow.

Even if we remain qualified for taxation as a REIT, we may be subject to certain federal, state and local taxes on our income and assets,
including taxes on any undistributed income, taxes on certain prohibited transactions, taxes on income from some activities conducted as a result
of a foreclosure, and state or local income, property and transfer taxes. See Material U.S. Federal Income Tax Considerations Taxation of Aviv
REIT. We currently own an interest in one taxable REIT subsidiary (as such term is defined under Material U.S. Federal Income Tax
Considerations Taxation of Aviv REIT below) or TRS, and we may use TRSs to undertake indirectly activities that the REIT rules might
otherwise preclude us from doing directly or through pass-through subsidiaries (as such term is defined below under Material U.S. Federal
Income Tax Considerations Effect of Subsidiary Entities ). Such TRSs will be subject to federal, state and local corporate level income tax at
regular rates. In addition, we may incur a 100% excise tax on any transaction with a TRS that is not conducted on an arm s length basis. Any of
these taxes would decrease cash available for the payment of our debt obligations or for distribution to our stockholders.

To maintain our REIT qualification, we may be forced to borrow funds during unfavorable market conditions.
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To qualify as a REIT, we generally must distribute to our stockholders annually at least 90% of our REIT taxable income (computed without
regard to our deduction for dividends paid and excluding any net capital gains), and we will be subject to regular corporate income taxes to the
extent that we distribute annually less than 100% of our REIT taxable income (computed without regard to our deduction for dividends paid and
excluding any net capital gains). In addition, we will be subject to a 4% nondeductible excise tax on the amount, if any, by which distributions
paid by us in any calendar year are less than the sum of 85% of our ordinary income, 95% of our capital gain net income and 100% of our
undistributed income from prior years. We intend to make distributions to our stockholders to comply with the REIT requirements of the Code.
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From time to time, we may generate taxable income greater than our income for financial reporting purposes prepared in accordance with GAAP
as a result of differences in timing between the recognition of taxable income and the actual receipt of cash or the effect of nondeductible capital
expenditures, the creation of reserves or required debt or amortization payments. The terms of the indenture governing our Senior Notes, our
Term Loan, our Acquisition Credit Line, our 2014 Revolver and our 2016 Revolver restrict our ability to incur additional indebtedness. If we do
not have other funds available in these situations, we may need to borrow funds to the extent that we are permitted to do so, on a short-term
basis, or possibly on a long-term basis, in order to make the distributions necessary to qualify as a REIT and avoid the payment of income and
excise taxes, even if the then prevailing market conditions are not favorable for these borrowings.

Dividends payable by REITs generally do not qualify for the reduced tax rates applicable to some dividends.

The maximum tax rate for qualified dividends, which are dividends received during the applicable tax year from U.S. corporations and from
certain qualified non-U.S. corporations, payable to taxable non-corporate U.S. stockholders is currently 15% for taxable years beginning on or
prior to December 31, 2012. Dividends payable by REITs, however, are generally not eligible for the 15% rate. To the extent the more favorable
rates continue to apply to regular corporate dividends, stockholders who are individuals, trusts or estates could perceive investments in REITs to
be relatively less attractive than investments in the stocks of non-REIT corporations that pay dividends, which could adversely affect the value
of the stock of REITs, including our common stock.

In addition, the relative attractiveness of real estate in general may be adversely affected by the favorable tax treatment currently given to
corporate dividends, which could negatively affect the value of our properties. However, as a REIT, we generally would not be subject to federal
or state corporate income taxes on that portion of our ordinary income or capital gain that we distribute currently to our stockholders, and we
thus expect to avoid the double taxation to which other corporations are typically subject.

Certain of our business activities are potentially subject to the prohibited transaction tax, which could reduce the return on your investment.

For so long as we qualify as a REIT, our ability to dispose of property during the first few years following acquisition may be restricted to a
substantial extent as a result of our REIT qualification. Under applicable provisions of the Code regarding prohibited transactions by REITS,
while we qualify as a REIT, we will be subject to a 100% penalty tax on any gain recognized on the sale or other disposition of any property
(other than foreclosure property) that we own, directly or indirectly through any subsidiary entity, including our operating partnership (but
generally excluding TRSs) that is deemed to be inventory or property held primarily for sale to customers in the ordinary course of a trade or
business. Whether property is inventory or otherwise held primarily for sale to customers in the ordinary course of a trade or business depends
on the particular facts and circumstances surrounding each property.

We intend to avoid the 100% prohibited transaction tax by (a) conducting activities that may otherwise be considered prohibited transactions
through a TRS (but such TRS would incur corporate rate income taxes with respect to any income or gain recognized by it), (b) conducting our
operations in such a manner so that no sale or other disposition of an asset we own, directly or indirectly through any subsidiary, will be treated
as a prohibited transaction or (c) structuring certain dispositions of our properties to comply with the requirements of the prohibited transaction
safe harbor available under the Code for properties that, among other requirements, have been held for at least two years. Despite our present
intention, no assurance can be given that any particular property we own, directly or through any subsidiary entity, will not be treated as
inventory or property held primarily for sale to customers in the ordinary course of a trade or business.

Complying with REIT requirements may cause us to liquidate or forgo otherwise attractive opportunities.
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income, the type and diversification of our assets, the amounts we distribute to our stockholders and the ownership of our stock. As a result, we
may be required to liquidate or
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forgo investments that would be otherwise advantageous to us in order to satisty the source-of-income, asset- diversification or distribution
requirements for qualifying as a REIT. Thus, compliance with the REIT requirements may hinder our ability to make certain attractive
investments. The likelihood that we would be required to so liquidate or forgo otherwise advantageous investments is made greater by the fact
that the terms of the indenture governing our Senior Notes and the expected terms of our proposed revolving credit facility restrict our ability to
incur additional indebtedness, which indebtedness might otherwise be used to satisfy the REIT distribution requirements.

Complying with REIT requirements may limit our ability to hedge effectively.

The REIT provisions of the Code substantially limit our ability to hedge our assets and liabilities. Any income from a hedging transaction we
enter into to manage risk of interest rate changes with respect to borrowings made or to be made to acquire or carry real estate assets generally
does not constitute gross income for purposes of the 75% or 95% gross income tests that apply to REITs, if certain requirements are met. To the
extent that we enter into other types of hedging transactions, the income from those transactions is likely to be treated as non-qualifying income
for purposes of both of the gross income tests. See Material U.S. Federal Income Tax Considerations Taxation of Aviv REIT. As a result, we
might have to limit our use of advantageous hedging techniques or implement those hedges through a TRS. This could increase the cost of our
hedging activities because a domestic TRS would be subject to tax on gains or expose us to greater risks associated with changes in interest rates
than we would otherwise want to bear. In addition, losses in a TRS will generally not provide any tax benefit, except that such losses could
theoretically be carried back or forward against past or future taxable income in the TRS.

New legislation or administrative or judicial action, in each instance potentially with retroactive effect, could make it more difficult or
impossible for us to qualify as a REIT.

We cannot predict how changes in the tax laws might affect our investors or us. The U.S. federal income tax rules that affect REITs are
constantly under review, and the present U.S. federal income tax treatment of REITs may be modified, possibly with retroactive effect, by
legislative, judicial or administrative action at any time, which could materially adversely affect the U.S. federal income tax treatment of an
investment in our common stock. Revisions in U.S. federal tax laws and interpretations thereof could cause us to change our investments and
commitments, which could also affect the tax considerations of an investment in our common stock. It is impossible to anticipate the effects of
any such revisions at this time.

Non-U.S. stockholders may be subject to FIRPTA tax upon their receipt of certain distributions from us or upon their disposition of shares
of our common stock.

A non-U.S. stockholder (as such term is defined below under Material U.S. Federal Income Tax Considerations Taxation of Stockholders
Taxation of Taxable Non-U.S. Stockholders ) that disposes of a U.S. real property interest , or USRPI (which includes shares of stock of a U.S.
corporation whose assets consist principally of USRPIs), or that receives a distribution attributable to gains from such a disposition, is generally
subject to the Foreign Investment in Real Property Tax Act of 1980, as amended, or FIRPTA, on the amount received from (or to the extent
attributable to gains from) such disposition. Such FIRPTA tax does not apply, however, to the disposition of stock in a REIT thatis domestically
controlled. A REIT is domestically controlled if less than 50% of its stock, by value, has been owned directly or indirectly by non-U.S. persons
during a continuous five-year period ending on the date of disposition or, if shorter, during the entire period of the REIT s existence. We cannot
assure you that we will qualify as a domestically controlled REIT. If we were to fail to so qualify, amounts received by a non-U.S. stockholder

on certain dispositions of shares of our common stock would be subject to FIRPTA tax, unless (i) our shares of common stock were regularly
traded on an established securities market and (ii) the non-U.S. stockholder did not, at any time during a specified testing period, hold more than
5% of our common stock. Furthermore, certain distributions by us may be subject to FIRPTA tax unless the conditions in clauses (i) and (ii) of
the immediately preceding sentence are satisfied. For a more detailed discussion of the applicability of the FIRPTA tax to non-U.S. stockholders,
see Material U.S. Federal Income Tax Considerations Taxation of Stockholders Taxation of Taxable Non-U.S. Stockholders.
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Distributions to tax-exempt stockholders may be classified as UBTI.

Although generally exempt from U.S. federal income tax, tax-exempt entities may be subject to taxation on their unrelated business taxable
income (as such term is defined in the Code), or UBTI. While some investments in real estate may generate UBTI, the IRS has ruled that
dividend distributions from a REIT to a tax-exempt entity generally do not constitute UBTI, subject to certain exceptions. However, tax-exempt
stockholders that are social clubs, voluntary employee benefit associations, supplemental unemployment benefit trusts, and qualified group legal
services plans exempt from U.S. federal income taxation under certain sections of the Code are subject to different UBTI rules, which generally
require such stockholders to characterize distributions that we make as UBTI. Moreover, in certain circumstances, a pension trust that owns
more than 10% of our stock could be required to treat a percentage of any dividends received from us as UBTI. See Material U.S. Federal
Income Tax Considerations Taxation of Stockholders Taxation of Tax-Exempt Stockholders.

The limit on the percentage of shares of our common stock that any person may own may discourage a takeover or business combination
that may have benefited our stockholders.

In order to maintain our qualification as a REIT under the Code, our charter generally restricts (subject to certain exceptions) any person from
actually or constructively owning more than % (by value or by number of shares, whichever is more restrictive) of our common stock or

% (by value or by number of shares, whichever is more restrictive) of our outstanding stock of all classes and series. This restriction may
discourage a change of control of us and may deter individuals or entities from making tender offers for shares of our stock on terms that might
be financially attractive to you or which may cause a change in our management. This ownership restriction may also prohibit business
combinations that would have otherwise been approved by our board of directors and you. In addition to deterring potential transactions that
may be favorable to you, these provisions may also decrease your ability to sell your shares of our common stock.

Risks Relating to this Offering and Ownership of Our Common Stock

If you purchase shares of common stock in this offering, you will experience immediate and significant dilution in the net tangible book
value per share of our common stock.

We expect the initial public offering price of our common stock to be substantially higher than the book value per share of our outstanding
common stock immediately after this offering. If you purchase our common stock in this offering, you will incur immediate dilution of
approximately $ in the book value per share of common stock from the price you pay for our common stock in this offering, based on an
assumed initial public offering price of $ per share, the midpoint of the range indicated on the cover of this prospectus. See Dilution for
further discussion of how your ownership interest in us will be immediately diluted.

There is currently no public market for our common stock and an active trading market for our common stock may never develop following
this offering.

Prior to this offering, there has been no public market for our common stock. We intend to list all of our shares of common stock on the NYSE
under the symbol AVIV . However, an active trading market for our common stock may never develop or be sustained. If an active trading
market does not develop, you may have difficulty selling any shares that you buy.
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The market price of our common stock may be volatile, which could cause the value of your investment to fluctuate and possibly decline
significantly.

Even if an active trading market develops for our common stock after this offering, the market price of our common stock may be highly volatile
and subject to wide fluctuations. Our financial performance, government regulatory action, tax laws, interest rates and market conditions in
general could have a significant impact on the future market price of our common stock. Some of the factors that could negatively affect our
share price or result in fluctuations in the price of our stock include:

actual or anticipated variations in our quarterly operating results;
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changes in our funds from operations or earnings estimates;

increases in market interest rates may lead purchasers of our shares to demand a higher yield;

changes in market valuations of similar companies;

adverse market reaction to any increased indebtedness we incur in the future;

additions or departures of key personnel;

actions by stockholders;

speculation in the press or investment community;

general market, economic and political conditions;

our operating performance and the performance of other similar companies;

changes in accounting principles;

passage of legislation or other regulatory developments that adversely affect us or our industry; and

the potential impact of governmental budgets and healthcare reimbursement expenditures.

Market interest rates may have an effect on the value of our common stock.

One of the factors that investors may consider in deciding whether to buy or sell our common stock is our distribution rate as a percentage of our
stock price, relative to market interest rates. If market interest rates increase, prospective investors may desire a higher distribution or interest
rate on our common stock or seek securities paying higher dividends or interest. The market price of our common stock likely will be based
primarily on the earnings that we derive from rental income with respect to our properties and our related distributions to stockholders, and not
from the underlying appraised value of the properties themselves. As a result, interest rate fluctuations and capital market conditions can affect
the market value of our common stock. For instance, if interest rates rise, it is likely that the market price of our common stock will decrease
because potential investors may require a higher dividend yield on our common stock as market rates on interest-bearing securities, such as
bonds, rise. In addition, rising interest rates would result in increased interest expense on our variable rate debt, thereby adversely affecting cash
flow and our ability to service our indebtedness and make distributions to stockholders.

Future sales of shares of our common stock may depress the price of our shares.
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We cannot predict whether future issuances of shares of our common stock or the availability of shares for resale in the open market will
decrease the market price per share of our common stock. Any sales by us or our existing stockholders of a substantial number of shares of our
common stock in the public market, or the perception that such sales might occur, may cause the market price of our shares to decline. Upon the
consummation of this offering, all shares of common stock sold in this offering will be freely tradable without restriction (other than the
ownership limit and the other restrictions on ownership and transfer of our stock as set forth in our charter), unless the shares are owned by one
of our affiliates or subject to the lock-up agreements described below. See Shares Eligible for Future Sale.

We, each of our directors and executive officers, Lindsay Goldberg, the Karkomi Estate and certain of our other existing security holders have
agreed, with limited exceptions, that we and they will not, without the prior written consent of Morgan Stanley & Co. LLC, Merrill Lynch,
Pierce, Fenner & Smith Incorporated and Goldman, Sachs & Co. on behalf of the underwriters, during the period ending 365 days (180 days
with respect to members of the Karkomi Estate) after the date of this prospectus, among other things, directly or indirectly, offer to sell, sell or
otherwise dispose of any shares of our common stock or file a registration statement with the SEC relating to the offering of any shares of our
common stock. In addition, we have agreed with the underwriters that we will not, during the same period of time, issue any shares of our
common stock in exchange for any OP Units of our operating partnership.
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In connection with this offering, we intend to file a registration statement on Form S-8 to register all shares of common stock reserved for
issuance under our 2010 Management Incentive Plan and 2013 Long-Term Incentive Plan, and once we register these shares they can be freely
sold in the public market after issuance, subject to lock-up provisions discussed above. Certain of our existing stockholders are party to
registration rights agreements with us. Pursuant to those agreements, and after the lock-up agreements pertaining to this offering expire, these
stockholders will have the right to demand that we register under the Securities Act for resale all or a portion of the approximately shares
of our common stock or OP Units, which would be exchanged for shares of common stock, held by the stockholders who are parties to those
agreements. Registration of the sale of these shares of our common stock would facilitate their sale into the public market. If any or all of these
holders cause a large number of their shares to be sold in the public market, such sales could reduce the trading price of our common stock and
could impede our ability to raise future capital. Certain holders of OP Units, representing % of the OP Units outstanding immediately
prior to this offering, will not be required to enter into the lock-up agreements described under Shares Eligible For Future Sale ~Lock-Up
Agreements . The underwriting agreement prohibits us from exchanging shares of common stock for the OP Units of any such holder during the
lock-up period unless the applicable holder enters into a lock-up agreement. However, because such holders have not signed lock-up agreements
in advance, such holders of OP Units may, prior to any such exchange, offer, pledge, sell, contract to sell, sell any option or contract to purchase,
purchase any option or contract to sell, grant any option, right or warrant to purchase, lend, or otherwise transfer or dispose of, directly or
indirectly, any OP Units or any securities convertible into or exercisable or exchangeable for OP Units or enter into any swap or other
arrangement that transfers to another, in whole or in part, any of the economic consequences of ownership of the OP Units.

The exercise of any options or the vesting of any restricted stock granted to our directors, executive officers and other employees under our 2010
Management Incentive Plan and 2013 Long-Term Incentive Plan, the issuance of our common stock in connection with facility, portfolio or
business acquisitions and other issuances of our common stock could have an adverse effect on the market price of the shares of our common
stock. In addition, future sales of shares of our common stock by us may be dilutive to existing stockholders.

Our cash available for distributions may not be sufficient to make distributions at expected levels.

Our estimated initial annual distributions represent % of our estimated initial cash available for distributions for the twelve months ending
September 30, 2012 as calculated in  Distribution Policy. We may be unable to pay our estimated initial annual distributions to stockholders out
of cash available for distributions as calculated in Distribution Policy. If sufficient cash is not available for distributions from our operations, we
may have to fund distributions from working capital or to borrow to provide funds for such distributions, or to reduce the amount of such
distributions. To the extent that we fund distributions from working capital, our cash available for investing purposes will decrease. In the event
the underwriters overallotment option is exercised, pending investment of the proceeds therefrom, our ability to pay such distributions out of
cash from our operations may be further adversely affected.
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USE OF PROCEEDS
We estimate that the net proceeds to us from the sale by us of shares of common stock will be approximately $ million, or $
million if the underwriters exercise their overallotment option in full, assuming an initial public offering price of $ per share, the midpoint

of the range set forth on the cover of this prospectus, and after deducting underwriting discounts and commissions and estimated offering
expenses of approximately $ million payable by us.

We intend to contribute the net proceeds to us from this offering to our operating partnership in exchange for OP Units of our operating
partnership. Our operating partnership intends to use those net proceeds to repay certain indebtedness and to use the remainder for general
corporate purposes, including the potential acquisition of additional properties in the ordinary course of business.

Repayment of existing indebtedness is expected to include (assuming that shares are sold by us at $ per share, the midpoint of the
range set forth on the cover of this prospectus) repayment of $ million under our Term Loan, $ million under our Acquisition Credit
Line and $ million under our 2016 Revolver. As of September 30, 2012, the outstanding balance under our Term Loan and Acquisition
Credit Line was $194.1 million and $18.9 million, respectively, in each case at an interest rate equal to 5.75% with a maturity date of September
2015 and the outstanding balance under our 2016 Revolver was $26.4 million at an interest rate equal to 5.25% with a maturity date of January
2016. The proceeds from our Acquisition Credit Line and our 2016 Revolver were used for general corporate purposes, including the acquisition
of properties.

A $1.00 increase (decrease) in the assumed initial public offering price of $ per share would (i) increase (decrease) the net proceeds to us
from this offering by $ million and (ii) increase (decrease) by $ million the amount of outstanding borrowings our operating
partnership would repay under our Term Loan, Acquisition Credit Line and 2016 Revolver, in each case assuming the number of shares offered
by us, as set forth on the cover page of this prospectus, remains the same and after deducting the estimated underwriting discounts and
commissions and estimated offering expenses payable by us. In the event that the proceeds from this offering are less than we had anticipated,
we may draw upon our proposed revolving credit facility in order to repay the outstanding indebtedness under our existing credit lines.

Pending any ultimate use of any portion of the proceeds from this offering, our operating partnership intends to invest the proceeds in a variety
of liquid investments, including short-term, interest-bearing instruments such as U.S. government securities and municipal bonds.
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DISTRIBUTION POLICY

We intend to make regular quarterly distributions to holders of our common stock. We intend to pay an initial distribution with respect to the
period commencing on the consummation of this offering and ending , based on a distribution of $ per share for a full quarter. On an
annualized basis, this would be $ per share, or an annual distribution rate of approximately %, based on an assumed initial public offering
price of $ per share, the midpoint of the range indicated on the cover of this prospectus. We estimate that this initial annual distribution rate
will represent approximately % of estimated cash available for distribution for the twelve months ending September 30, 2013. We have
estimated our cash available for distribution to our common stockholders for the twelve months ending September 30, 2013 based on
adjustments to our net income available to common stockholders for the twelve months ended September 30, 2012 as described below. This
estimate was based upon our historical operating results, the assumed proceeds of this offering (and use thereof as described in Use of Proceeds )
and scheduled incremental rents and committed capital expenditures and assumed related financing activities. Except as set forth below, this
estimate does not take into account any additional investments and their associated cash flows, unanticipated expenditures we may have to make
or other financing activities. In estimating our cash available for distribution to holders of our common stock, we have made certain assumptions
as reflected in the table and footnotes below.

Our estimate of cash available for distribution does not include the effect of any changes in our working capital accounts but does include the
reduction in interest expense from the repayment of debt that will be funded with offering proceeds. Although we have included all material
investing and financing activities that we have commitments to undertake as of December 7, 2012 during the twelve months ending

September 30, 2013, we may undertake additional investing and/or financing activities. Any such investing and/or financing activities may have
a material effect on our estimate of cash available for distribution. Because we have made the assumptions set forth above in estimating cash
available for distribution, we do not intend this estimate to be a projection or forecast of our actual results of operations or our liquidity, and
have estimated cash available for distribution for the sole purpose of determining the amount of our initial annual distribution rate. Our estimate
of cash available for distribution should not be considered as an alternative to cash flow from operating activities (computed in accordance with
GAAP) or as an indicator of our liquidity or our ability to pay dividends or make distributions. In addition, the methodology upon which we
made the adjustments described below is not necessarily intended to be a basis for determining future distributions.

We intend to maintain our initial distribution rate for the twelve-month period following consummation of this offering and believe that our
estimate of cash available for distribution constitutes a reasonable basis for setting the initial distribution rate; however, we cannot assure you
that our estimated distributions will be made or sustained or that our board of directors will not change our distribution policy in the future. Any
distributions will be at the sole discretion of our board of directors, and their form, timing and amount, if any, will depend upon a number of
factors, including our actual and projected results of operations, liquidity, cash flows and financial condition, the rent we actually receive from
our tenants, our operating expenses, our debt service requirements, our capital expenditures, prohibitions and other limitations under our
financing arrangements, our REIT taxable income, our annual REIT distribution requirements, applicable law and such other factors as our
board of directors deems relevant. For more information regarding risk factors that could materially and adversely affect us, see Risk Factors. If
our operations do not generate sufficient cash flow to enable us to pay our intended or required distributions, we may be required either to fund
distributions from working capital, borrow or raise equity or to reduce such distributions. In addition, our charter allows us to issue preferred
stock that could have a preference on distributions. Additionally, under certain circumstances, agreements relating to our indebtedness could
limit our ability to make distributions to our common stockholders. We intend to redeem all of our currently outstanding preferred stock shortly
after the completion of this offering, and we currently have no intention to issue any new shares of preferred stock, but if we do, the distribution
preference on the preferred stock could limit our ability to make distributions to our common stockholders.
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We anticipate that, at least initially, our distributions will exceed our then current and accumulated earnings and profits as determined for

U.S. federal income tax purposes for that period. As a result, we expect that a portion of our distributions will represent a return of capital for
U.S. federal income tax purposes. Distributions in excess of our current and accumulated earnings and profits and not treated by us as a dividend
will not be taxable to a U.S. stockholder under current U.S. federal income tax law to the extent those distributions do not exceed the
stockholder s adjusted tax basis in his or her common stock, but rather will reduce the stockholder s adjusted basis of his or her common stock.
Therefore, the gain (or loss) recognized on the sale of that common stock or upon our liquidation will be increased (or decreased) accordingly.
To the extent those distributions exceed a taxable U.S. stockholder s adjusted tax basis in his or her common stock, they will be included in
income as long-term capital gain, or short-term capital gain if the shares have been held for one year or less. The percentage of our stockholder
distributions that exceeds our current and accumulated earnings and profits may vary substantially from year to year. For a more complete
discussion of the tax treatment of distributions to holders of our common stock, see Material U.S. Federal Income Tax Considerations.

U.S. federal income tax law requires that a REIT distribute annually at least 90% of its REIT net taxable income, excluding net capital gains, and
that it pay tax at regular corporate rates to the extent that it annually distributes less than 100% of its net taxable income including net capital
gains. For more information, please see Material U.S. Federal Income Tax Considerations. We anticipate that our estimated cash available for
distribution will exceed the annual distribution requirements applicable to REITs. However, under some circumstances, we may be required to
pay distributions in excess of cash available for distribution in order to meet these distribution requirements and we may need to borrow funds to
make those distributions.

The following table describes our net income for the twelve months ended September 30, 2012, and the adjustments we have made in order to
estimate our initial cash available for distribution for the twelve months ending September 30, 2013. The table reflects our consolidated
information, including the limited partners interest in our operating partnership. Following this offering, the OP Units held by limited partners of
our operating partnership will be redeemable for cash, subject to our election to acquire the OP Units in exchange for shares of our common
stock, on a one-for-one basis.

(in thousands,

except per
share data)

Net income for the year ended December 31, 2011 $ 11,313
Less: Net income for the nine months ended September 30, 2011 (9,033)
Add: Net income for the nine months ended September 30, 2012 11,397
Net income for the twelve months ended September 30, 2012 13,677
Add: Real estate depreciation and amortization" 25,096
Add: Amortization of deferred financing costs® 3,294
Add: Non-cash stock-based compensation expense® 1,603
Add: Increases in rental income and interest on secured loans® 18,727
Add: Loss on impairment of assets® 11,379
Less: Gain on sale of real estate and discontinued operations©® (5,812)
Less: Net effect of straight-line rental income? (7,207)
Less: Net effect of rental income from intangible amortization® (1,471)
Add: Net effect of loan reserves® 6,484
Add: Indemnity expense net of reimbursements!!? (298)
Add: Non-cash earnout accretion!") 400
Add: Interest expense related to the debt being repaid in connection with this offering'? 17,419
Less: Financing fees and incremental interest from debt remaining outstanding after this offering months ending

September 30, 20130 (4,506)
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Estimated cash flows from operating activities for the twelve months ending September 30, 2013
Estimated cash flows from investing activities for the twelve months ending September 30, 201304
Estimated cash flows from financing activities for the twelve months ending September 30, 2013('>

Estimated cash available for distribution for the twelve months ending September 30, 2013

Estimated annual distribution for the twelve months ending September 30, 2013 (including distributions with respect to OP
Units)

Estimated surplus after distribution
Distribution ratio based on estimated cash available for distribution to our holders of common stock/OP units®

@)) Real estate depreciation and amortization for the twelve months ended December 31, 2011
Less: Real estate depreciation and amortization for the nine months ended September 30, 2011
Add: Real estate depreciation and amortization for the nine months ended September 30, 2012

) Amortization of deferred financing costs for the twelve months ended December 31, 2011
Less: Amortization of deferred financing costs for the nine months ended September 30, 2011
Add: Amortization of deferred financing costs for the nine months ended September 30, 2012

3) Non-cash stock-based compensation expense for the twelve months ended December 31, 2011
Less: Non-cash stock-based compensation expense for the nine months ended September 30, 2011
Add: Non-cash stock-based compensation the nine months ended September 30, 2012

4) Increased rent from rental escalators ($2,743) and incremental rent from acquisitions completed during the twelve months
ended September 30, 2012
Less: Decrease in rent from leases expiring during the twelve months ended September 30, 2013
Add: Annualized contractual rent from acquisitions completed subsequent to September 30, 2012 (excluding $2.0 million
of rent under one of our leases for which rent is deferred until April 2013)
Less: Transaction costs incurred on acquisitions completed subsequent to September 30, 2012
Add: Annualized contractual rent from developments completed subsequent to September 30, 2012
Less: Incremental scheduled interest income

78,785
(39,827)
38,754

$ 77,712

%

$ 20,272
(14,847)
19,671

$ 25,096

$ 2,665
(1,997)
2,626

$ 3,294

$ 1,972
(1,599)
1,230

$ 1,603

$ 14,003
(969)

2,581

(53)
3,609

(444)

$ 18,727

5) The loss on impairment of assets is recorded as a non-cash expense item on our statements of operations and comprehensive income.

Loss on impairment of assets for the twelve months ended December 31, 2011
Less: Loss on impairment of assets for the nine months ended September 30, 2011
Add: Loss on impairment of assets for the nine months ended September 30, 2012
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Represents the income incurred in conjunction with our gain on sale of real estate assets and discontinued operations during the

twelve months ending September 30, 2013.

Gain on sale of real estate assets and discontinued operations for the twelve months ended December 31, 2011 $  (937)
Less: Gain on sale of real estate and discontinued operations assets, net for the nine months ended September 30, 2011 (289)
Add: Gain on sale of real estate assets and discontinued operations for the nine months ended September 30, 2012 (4,586)
$ (5,812)
Straight-line rental loss for the twelve months ended December 31, 2011 $ 90
Less: Straight-line rental loss for the nine months ended September 30, 2011 (1,374)
Add: Straight-line rental income for the nine months ended September 30, 2012 (5,923)
$ (7,207)
Rental income from intangible amortization for the twelve months ended December 31, 2011 $ (1,366)
Less: Rental income from intangible amortization for the nine months ended September 30, 2011 1,044
Add: Rental income from intangible amortization for the nine months ended September 30, 2012 (1,149)
$ (1,471)
Loan reserves for the twelve months ended December 31, 2011 $ 1,512
Less: Loan reserves for the nine months ended September 30, 2011 (1,336)
Add: Loan reserves for the nine months ended September 30, 2012 6,308
$ 6,484
Non-recurring indemnity expense, net of reimbursements, for the twelve months ended December 31, 2011 $ 2,407
Less: Non-recurring indemnity expense, net of reimbursements, for the nine months ended September 30, 2011 (2,322)
Add: Non-recurring indemnity expense, net of reimbursements, for the nine months ended September 30, 2012 (383)
$ (298)
Non-recurring non-cash earnout accretion for the twelve months ended December 31, 2011 $ 267
Less: Non-recurring non-cash earnout accretion for the nine months ended September 30, 2011 (167)
Add: Non-recurring non-cash earnout accretion for the nine months ended September 30, 2012 300
$ 400
Interest expense on debt that will be repaid with offering proceeds for the twelve months ended December 31, 2011 $ 16,003
Less: Interest expense on debt that will be repaid with offering proceeds for the nine months ended September 30,
2011 (12,079)
Add: Interest expense on debt that will be repaid with offering proceeds for the nine months ended September 30,
2012 13,495
$ 17,419
Represents a 0.5% unused credit facility fee and $0.1 million under our proposed $ million revolving credit facility, as well
as incremental interest expense on $100.0 of Senior Notes issued March 28, 2012.
39
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Represents committed capital expenditures scheduled to be funded during the twelve months ended September 30, 2013.
Committed capital improvement expenditures scheduled to be funded during the twelve months ending September

30, 2013 $ (23,207)

Add: Committed development expenditures scheduled to be funded during the twelve months ending September 30,

2013 (16,620)
$ (39,827)

Represents additional borrowings to fund committed capital expenditures scheduled to be funded during the twelve months ended
September 30, 2013 and related interest expense at an assumed rate of 3.25% under our proposed revolving credit facility as well
as scheduled principal amortization of our debt to be outstanding following the consummation of this offering during the twelve
months ending September 30, 2013. The proposed revolving credit facility will be used to fund all future capital expenditures.

Principal amortization on existing loans for the twelve months ending September 30, 2012 $ (255)

Add: Principal borrowings on debt following the consummation of the proposed revolving credit-facility, net of

interest 39,009
$ 38,754

Calculated as estimated annual distribution divided by our cash available for distribution for the twelve months ending September
30, 2013.
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CAPITALIZATION

The following table sets forth our cash and cash equivalents and our capitalization as of September 30, 2012:

on an actual basis;

on an as adjusted basis to give effect to acquisitions of four properties and other investments completed between September 30, 2012
and December 31, 2012 and indebtedness incurred between September 30, 2012 and December 31, 2012 to finance such acquisitions
and other investments; and

on an as further adjusted basis to give effect to the transactions described in the previous bullet, the sale by us pursuant to this
offering of shares of common stock at an assumed initial public offering price of $ per share, the midpoint of the range
set forth on the cover of this prospectus, and the application of the net proceeds from this offering as described in Use of Proceeds.

You should read this table in connection with Use of Proceeds,  Selected Financial Data, = Management s Discussion and Analysis of Financial
Condition and Results of Operations and the more detailed information contained in our historical consolidated financial statements and related
notes appearing elsewhere in this prospectus.

As of September 30, 2012

As Further
Actual As Adjusted Adjusted
(in thousands)
Cash and cash equivalents $ 14,942 $ $
Total debt:
2016 Revolver 26,369
2014 Revolver
Acquisition Credit Line 18,925
Term Loan 194,065
Proposed new revolver
Other secured debt 21,548
Senior Notes 403,283
Total debt 664,190

Stockholders equity
Common stock, $0.01 par value per share; 2,000,000 shares authorized and 358,685 shares

issued and outstanding, actual; shares authorized and shares issued and

outstanding, as adjusted 4

Preferred stock, $1,000 par value per share; 1,000 shares authorized and 125 shares issued

and outstanding, actual; shares authorized and 125 shares issued and shares

issued and outstanding, as adjusted

Additional paid-in-capital 374,885

Accumulated deficit (37,188)
Accumulated other comprehensive loss 2,374)
Total stockholders equity 335,327

Noncontrolling interests (1,844)

Table of Contents 76



Edgar Filing: AVIV REIT, INC. - Form S-11

Total equity 333,483

Total capitalization 997,673

A $1.00 increase (decrease) in the assumed initial public offering price of $ per share would (i) increase (decrease) the net proceeds to us
from this offering by $ million and (ii) increase (decrease) by $ million the amount of outstanding borrowings we would repay under

our Term Loan, Acquisition Credit Line and 2016 Revolver, in each case assuming the number of shares offered by us, as set forth on the cover
page of this prospectus, remains the same and after deducting the estimated underwriting discounts and commissions and estimated offering
expenses payable by us. In the event that the proceeds from this offering are less than we had anticipated, we may draw upon our proposed
revolving credit facility in order to repay the outstanding indebtedness under our existing credit lines.
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DILUTION

If you invest in our common stock in this offering, you will incur immediate dilution to the extent of the difference between the initial public
offering price per share you pay in this offering and the net tangible book value per share of our common stock immediately after this offering.
Our net tangible book value as of September 30, 2012 was approximately $313.4 million, or approximately $ per share, assuming an initial
public offering price of $ per share, the midpoint of the range set forth on the cover of this prospectus. We calculate net tangible book value
per share by dividing our net tangible book value, which is equal to our total assets less intangible assets (including goodwill, unamortized debt
issuance costs and deferred offering costs) and total liabilities, by the number of shares that would have been outstanding as of September 30,
2012, after giving effect to this offering.

After giving effect to the sale by us of shares of common stock in this offering and after deducting the underwriting discount and
estimated offering expenses payable by us, our net tangible book value would have been approximately $ million, or approximately $

per share of common stock, as of September 30, 2012, assuming an initial public offering price of $ per share, the midpoint of the range set
forth on the cover of this prospectus. This represents an immediate increase in net tangible book value of approximately $ per share to
existing investors and an immediate dilution in net tangible book value of approximately $ per share to new public investors. The following
table illustrates this calculation on a per share basis:

Assumed initial public offering price per share $
Net tangible book value per share as of September 30, 2012 $

Increase in net tangible book value per share attributable to this offering
Net tangible book value per share after this offering

Dilution per share to new common stockholders $

The table below summarizes, as of September 30, 2012, on a pro forma basis after giving effect to this offering, the differences between the
number of shares of common stock and OP Units received from us and our operating partnership, the total consideration paid and the average
price per share paid by investors in our operating partnership and paid in cash by the new investors purchasing shares in this offering.

Shares/Units Issued Total Consideration Average Price
per
Number Percentage Amount Percentage Share/Unit
(dollars in thousands, except per share amounts)
Existing stockholders % $ % $
Existing holders of OP Units
New investors «
Total 100.0% $ 100.0%

(1) Before underwriting discounts and offering expenses.
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If the underwriters option to purchase additional common stock to cover any overallotment is exercised in full, the pro forma net tangible book
value per share as of September 30, 2012 would be approximately $ per share and the dilution in pro forma net tangible book value per
share to new common stockholders would be $ per share. Furthermore, the percentage of our common stock held by existing equity owners,
net of OP Units converted into common stock for secondary sale by certain investors, would decrease to approximately % and the percentage
of our common stock on a fully-diluted basis held by new common stockholders would increase to approximately ~ %.
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SELECTED FINANCIAL DATA

You should read the following selected historical consolidated data in connection with Management s Discussion and Analysis of Financial
Condition and Results of Operations and the historical consolidated financial statements and related notes thereto appearing elsewhere in this
prospectus.

The selected historical consolidated financial data as of December 31, 2011 and 2010 and for the years ended December 31, 2011, 2010 and
2009 have been derived from our audited historical consolidated financial statements appearing elsewhere in this prospectus. The selected
historical financial data as of December 31, 2009, 2008 and 2007 and for the years ended December 31, 2008 and 2007 have been derived from
our audited historical consolidated financial statements which are not included in this prospectus. The selected historical consolidated financial
data as of September 30, 2012 and for the nine months ended September 30, 2012 and 2011 have been derived from our unaudited historical
consolidated financial statements appearing elsewhere in this prospectus. The unaudited historical financial statements include all adjustments,
consisting of normal recurring adjustments, that we consider necessary for a fair presentation of our financial condition and results of operations
as of such dates and for such periods under GAAP. The historical results are not necessarily indicative of the results to be expected in the future.
Historical financial data for periods prior to September 17, 2010 represent the results of operations and financial condition of our operating
partnership, Aviv Healthcare Properties Limited Partnership, as predecessor to Aviv REIT. Certain comparative figures have been reclassified to
conform to our current financial statement presentation and to reflect the effect of the classification of certain assets as discontinued operations.

Nine Months Ended
September 30, Year Ended December 31,
Operating Information 2012 2011 2011 2010 2009 2008 2007
(in thousands)
Revenues
Rental income $87,171 $64,948 $91,012 $ 84,097 $ 80,980 $70,823 $66,766
Interest on secured loans 3,544 3,877 5,193 5,172 3,442 1,801 321
Interest and other income 1,127 840 844 133 466 2,012 1,414
Total revenues 91,842 69,665 97,049 89,402 84,888 74,636 68,501
Expenses
Interest expense 37,694 28,218 38,667 23,730 27,069 26,809 24,691
Depreciation and amortization 19,671 14,847 20,272 17,246 16,920 13,957 12,738
General and administrative 11,406 8,547 11,422 9,823 7,557 7,021 5,586
Transaction costs 3,507 3,421 5,493 1,578 7,441 855
Loss on impairment 6,146 5,233 96 932 2,987
Reserve for uncollectible secured loan receivables 6,308 1,336 1,512 750
Change in fair value of derivatives (2,931) (6,988) 8,674 6,946
Gain on sale of assets, net (1,171) (512)
Loss on extinguishment of debt 3,807 3,807 2,296
Other expenses 300 167 267
Total expenses 85,032 60,343 85,502 52,076 51,999 58,248 52,948
Income from continuing operations 6,810 9,322 11,547 37,326 32,889 16,388 15,553
Discontinued operations 4,586 (289) (234) 656 792 485 845
Net income 11,396 9,033 11,313 37,982 33,681 16,873 16,398
Distributions and accretion on Class E Preferred Units (17,372) (14,570) (8,843) (6,554)
Net income allocable to common units of
Partnership/noncontrolling interests 4,451) (4,120) (5,107) (16,780) (19,111) (155) (10)
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Other Information

Cash flows provided by operating
activities

Cash flows used in investing activities
Cash flows provided by financing
activities

FFO®™

Normalized FFO"

EBITDA®

Adjusted EBITDA®

Balance Sheet Information

Gross real estate investments

Cash and cash equivalents

Total assets

Senior notes payable and other debt
Total liabilities

Stockholders equity
Noncontrolling interests

Total equity

Total liabilities and equity

Nine Months
Ended September 30, Year Ended December 31,
2012 2011 2011 2010 2009 2008
(in thousands)
$ 23,930 $ 31,756 $ 52,088 $ 54,680 $ 40,042 $ 32,048
(137,501) (91,763) (207,056) (75,117) (38,493) (89,075)
87,651 53,242 182,800 17,923 4,632 50,010
32,788 23,880 35,647 54,812 50,601 31,762
42,603 32,444 46,459 56,505 51,054 41,291
68,757 52,085 70,233 78,931 77,639 57,639
82,091 68,695 93,672 84,743 78,498 68,100
As of As of December 31,
September 30,2012 2011 2010 2009 2008
(in thousands)
$ 1,060,201 $919,384 $ 703,049 $ 636,409 $ 606,692
14,942 40,862 13,029 15,543 9,361
1,062,573 951,421 731,400 665,130 634,367
664,190 600,474 440,576 480,105 463,546
729,090 704,162 486,244 527,598 519,096
335,327 241,712 223,767
(1,844) 5,547 21,389 1,177 956
333,483 247,259 245,156 74,562 77,871
1,062,573 951,421 731,400 665,130 634,367

2007

$ 29,094
(100,881)

75,490
32,123
39,069
53,827
63,760

2007

$ 505,656
16,377
560,229
386,356
434,535

1,422
94,258
560,229

(1) For a discussion of FFO and Normalized FFO, including their limits as financial measures, see Presentation of Non-GAAP Financial
Information. The following table is a reconciliation of our net income to FFO and Normalized FFO:

Net income

Depreciation and amortization
Loss on impairment of assets
Gain on sale of assets, net

Funds From Operations
Loss on extinguishment of debt

Reserve for uncollectible loan receivables

Transaction costs
Change in fair value of derivatives

Normalized Funds From Operations

Nine Months
Ended September 30, Year Ended December 31,
2012 2011 2011 2010 2009 2008
(in thousands)
$11,396 $ 9,033 $11,313 $ 37,982 $ 33,681 $16,873
19,671 14,847 20,272 17,246 16,920 13,957
6,146 5,233 96 932
(4,425) (1,171) (512)
32,788 23,880 35,647 54,812 50,601 31,762
3,807 3,807 2,296
6,308 1,336 1,512 750
3,507 3,421 5,493 1,578 7,441 855
(2,931) (6,988) 8,674
$42,603 $ 32,444 $ 46,459 $ 56,505 $51,054 $41,291

For a reconciliation of our cash flows provided by operating activities to Adjusted FFO, see page 14.
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(2) For adiscussion of EBITDA and Adjusted EBITDA, including their limits as financial measures, see Presentation of Non-GAAP Financial
Information. The following table is a reconciliation of our net income to EBITDA and Adjusted EBITDA:

Nine Months
Ended September 30, Year Ended December 31,
2012 2011 2011 2010 2009 2008 2007
(in thousands)
Net income $11,396 $ 9,033 $11,313 $ 37,982 $ 33,681 $16,873 $ 16,398
Interest expense, net 37,690 28,205 38,648 23,703 27,038 26,809 24,691
Depreciation and amortization 19,671 14,847 20,272 17,246 16,920 13,957 12,738
EBITDA 68,757 52,085 70,233 78,931 77,639 57,639 53,827
Loss on impairment of assets 6,146 5,233 96 932 2,987
Gain on sale of assets, net (4,425) (1,171) (512)
Transaction costs 3,507 3,421 5,493 1,578 7,441 855
Write off of straight-line rents 568 6,447 6,593 2,903
Stock based compensation 1,230 1,599 1,972 1,632 406
Loss on extinguishment of debt 3,807 3,807 2,296
Reserve for uncollectible loan receivables 6,308 1,336 1,512 750
Change in fair value of derivatives (2,931) (6,988) 8,674 6,946
Adjusted EBITDA $ 82,091 $ 68,695 $93,672 $ 84,743 $ 78,498 $ 68,100 $ 63,760

For a reconciliation of our cash flows provided by operating activities to Adjusted EBITDA, see page 15.
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MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

This prospectus contains forward-looking statements that involve risks and uncertainties. Our actual results could differ materially from those
anticipated in forward-looking statements for many reasons, including the risks described in Risk Factors and elsewhere in this prospectus. You
should read the following discussion with Special Note Regarding Forward-Looking Statements,  Selected Financial Data and the consolidated
financial statements and related notes included elsewhere in this prospectus.

Overview

We are a self-administered REIT specializing in the ownership of post-acute and long-term care skilled nursing facilities, or SNFs. We have
been in the business of investing in SNFs for over 30 years, including through our predecessors. Our properties are leased through triple-net
leases to third-party operators who have responsibility for the operation of the facilities. We receive a cash rental stream from these operators
under our leases. Our management team has an extensive track record and knowledge of healthcare real estate. We believe that we own one of
the largest and highest-quality SNF portfolios in the United States. As of September 30, 2012, our portfolio consisted of 250 properties in

29 states leased to 37 tenants who represent many of the largest and most experienced operators in the industry. We have a geographically
diversified portfolio, with no state representing more than 19.4% of our contractual rent as of September 30, 2012. Our properties are leased to a
diversified group of tenants, with no single tenant representing more than 16.1% of our contractual rent as of September 30, 2012.

As a result of our many years of industry experience and excellent reputation in the industry, we have developed strong relationships with, and
triple-net lease our properties to, many of the largest and most experienced operators in the United States. We cultivate long-term relationships
with our tenants and, as of September 30, 2012, 80% of our properties are leased to tenants with whom we have had a relationship for at least
five years, and many of our properties are leased to tenants with whom we have had a relationship for at least ten years. We believe we will
continue to access potential new investment opportunities as a result of our relationships with existing tenants and our network of other
market-leading operators.

We structure our triple-net leases to generate attractive returns on a long-term basis. Under our triple-net leases, our tenants are responsible for
all operating costs and expenses related to the property, including maintenance and repair obligations and other capital expenditures. Our leases
typically have initial terms of 10 years or more and include annual rent escalators of approximately 2%. We often enter into lease extensions
during the term of the lease in connection with additional acquisitions, reinvestment projects and other opportunities that arise. Leases
representing 99% of our contractual rent as of September 30, 2012 are supported by personal and/or corporate guarantees and 88% represent
master leases or leases with cross-default provisions, and these provisions provide us with significant credit support for our rents. Our leases also
typically require security deposits of several months rent. As of September 30, 2012, only 10% of our leases are scheduled to expire before
2018.

We finance investments through borrowings under our credit facilities, unsecured senior notes, issuances of equity securities, project-specific
first mortgages or a combination of these methods. We compete with other public and private companies who provide lease and/or mortgage
financing to operators of a variety of different types of healthcare properties. While the overall landscape for healthcare finance is competitive,
we are disciplined and selective about the investments we make and have a strong track record of identifying qualified operators and attractive
markets in which to invest. We have built a high-quality and strategically-diversified portfolio of tenants and properties with $120.5 million of
contractual rent for 2013 based on leases in place as of September 30, 2012, after giving full year effect to one of our leases representing annual
rent of $4.0 million for which rent is deferred until April 2013, and including $113.8 million of annualized rents and $2.7 million of contractual
rent escalators from properties owned as of September 30, 2012. The Company also receives income
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from secured loan receivables and an asset under a direct financing lease, which together have a book value of $45.5 million as of September 30,
2012. Since September 30, 2012 we have completed two construction projects at a cost of $33.3 million which have 2013 contractual rents
totaling $3.4 million, and we have acquired properties at a cost of $26.7 million which have 2013 contractual rents of $2.6 million.

Factors Affecting Our Business and the Business of Our Operators

The continued success of our business is dependent on a number of macroeconomic and industry trends. Many of these trends will influence our
ongoing ability to find suitable investment properties while other factors will impact our operators ability to conduct their operations profitably
and meet their obligations to us.

Industry Trends

One of the primary trends affecting our business is the long-term increase in the average age of the U.S. population. This increase in life
expectancy is expected to be a primary driver for growth in the healthcare and SNF industry. We believe this demographic trend is resulting in
an increased demand for services provided to the elderly. We believe that the low cost healthcare setting of a SNF will benefit our operators and
facilities in relation to higher-cost healthcare providers. We believe that these trends will support a growing demand for the services provided by
SNF operators, which in turn will support a growing demand for our properties.

The growth in demand for services provided to the elderly has resulted in an increase in healthcare spending. The Centers for Medicare and

Medicaid Services, or CMS, and the Office of the Actuary forecast that U.S. healthcare expenditures will increase from approximately $2.7

trillion in 2011 to approximately $4.8 trillion in 2021. Furthermore, according to CMS, national expenditures for SNFs are expected to grow
from approximately $151 billion in 2011 to approximately $255 billion in 2021, representing a compound annual growth rate, or CAGR, of

5.4%.

Liquidity and Access to Capital

Our single largest cost is the interest expense we incur on our debt obligations. In order to continue to expand and optimize our capital to expand
our portfolio, we rely on access to the capital markets on an ongoing basis. We seek to balance this goal against maintaining ready access to
funds to make investments at the time opportunities arise. We have extensive experience in and a successful track record of raising debt and
equity capital over the past 30 years.

Our indebtedness outstanding upon the consummation of this offering will be comprised principally of unsecured obligations under the Senior
Notes and term loans secured by first mortgages.

Factors Affecting Our Operators Profitability
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Our revenues are derived from rents we receive from triple-net leases with our operators. Certain economic factors present both opportunities
and risks to our operators and, therefore, influence their ability to meet their obligations to us. Our operators revenues are largely derived from
third-party sources. Therefore, we indirectly rely on these same third-party sources to obtain our rents. The majority of these third-party
payments come from the federal Medicare program and state Medicaid programs. Our operators also receive payments from other third-party
sources, such as private insurance companies or private-pay residents, but these payments typically represent a small portion of our operators
revenues. The sources and amounts of our operators revenues are determined by a number of factors, including licensed bed capacity, occupancy
rates, the healthcare needs of residents and the rate of reimbursement. Changes in the profile of the residents as well as the mix among payor
types, including private pay, Medicare and Medicaid, may significantly affect our operators profitability and, in turn, their ability to meet their
obligations to us. Managing, billing and successfully collecting third-party payments is a relatively complex activity that requires significant
experience and is critical to the successful operation of a SNF. While our operators have experienced some volatility in reimbursement rates as a
result of the implementation of a new Medicare classification called RUGS IV in 2011 and we are still assessing the
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impact of that regulatory change, we believe the quality mix of our portfolio and resulting reimbursement rates have remained relatively stable
over recent years. In addition, our portfolio occupancy has remained stable over recent years, though we have seen an increase in recent quarters
as certain operators have strategically focused on taking beds out of use in order to enhance the privacy of the resident s rooms and drive overall
revenue. As a result of these relatively stable underlying metrics and the recent acquisitions of strongly performing facilities and divestitures of
lower performing facilities, we have experienced a gradual increase in our EBITDARM and EBITDAR coverages in recent years.

Components of Our Revenues, Expenses and Cash Flow

Revenues

Our revenues consist primarily of the rents and associated charges we collect from our operators as stipulated in our long-term triple-net leases.
In addition to rent under existing leases, a part of our revenues is made up of other cash payments owed to us by our operators. Additionally, we
recognize certain non-cash revenues. These other cash and non-cash revenues are highlighted below. While not a significant part of our
revenues, we also earn interest from a variety of secured loans outstanding.

Rental Income

Rental income represents rent under existing leases that is paid by our operators. In addition, this includes straight-line rental income relating to
straight-lining of rents as well as rental income from intangible amortization. Both straight-line rental income and rental income from intangible
amortization are explained in further detail below under =~ Components of Cash Flow Cash Provided by Operations.

Substantially all of our leases have real estate escrow clauses that require our operators to make estimated payments to us to cover their current
real estate tax obligations. We collect money for these taxes and are reimbursed by our operators and the net impact is included in rental income.

Interest on Secured Loans

We earn interest on certain capital advances and secured loans we make to our operators for a variety of purposes, including for capital
expenditures at our properties for which we receive additional rent. While we amend our leases to reflect the additional rent owed as a result of
these income producing capital expenditures, we recognize the investment as a secured loan for accounting purposes when the lease term
exceeds the useful life of the capital expenditure. In addition, we recognize contractual rent associated with direct financing leases, in part, as
interest income.

Interest and other Income

We sweep our excess cash balances into overnight interest-bearing accounts.

Table of Contents 88



Edgar Filing: AVIV REIT, INC. - Form S-11

Expenses

We recognize a variety of cash and non-cash charges in our financial statements. Our expenses consist primarily of the interest expense on the
borrowings we incur in order to make our investments, depreciation, and the general and administrative costs associated with operating our
business. These interest charges are associated with our Senior Notes, Term Loan, Acquisition Credit Line and 2016 Revolver as well as certain
asset specific loans.

Interest Expense
We recognize the interest we incur on our existing borrowings as an interest expense. Additionally, we incur non-cash charges that reflect costs

incurred with arranging certain debt instruments. We generally recognize these costs over the term of the respective debt instrument for which
the costs were incurred.
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Depreciation

We incur depreciation expense on all of our long-lived assets. This non-cash expense is designed under generally accepted accounting
principles, or GAAP, to reflect the economic useful lives of our assets.

General and Administrative

Our general and administrative costs consist primarily of payroll and payroll related expense, including non-cash stock based compensation. In
addition to payroll, we incur accounting, legal and other professional fees as well as certain other administrative costs of running our business,
along with certain expenses related to bank charges, franchise taxes, and corporate filing fees. Additionally, when we lease a property, we
recognize related rent expense which is included in general and administrative expense. We have incurred increased general and administrative
costs as a result of becoming a public filer in 2010 and expect that we will experience a moderate additional increase following the listing of our
common stock.

Transaction Costs

Transaction costs include costs incurred related to the acquisition, disposition or transition of real estate investments, inclusive of indemnity
expense and other related items.

Loss on Impairments

We have implemented a policy that requires management to make quarterly assessments of the market value of our properties relative to the
amounts at which we carry them on our balance sheet. This assessment requires a combination factors. Certain subjective factors such as market
condition and property condition are considered as well as lease structure. We consider these results in our assessment of whether potential
impairment indicators are present. We utilize subjective financial modeling that compares the sum of the undiscounted cash flows from future
contractual rents plus the terminal value against the depreciated book value of an asset. When undiscounted cash flows are less than the
depreciated book value of an asset, we record a charge to reflect the asset at its estimated fair value.

Reserve for uncollectible secured loan receivables

Management periodically evaluates outstanding secured loans and notes receivable for collectability. When management identifies potential loan
impairment indicators, such as nonpayment under the loan documents, impairment of the underlying collateral, financial difficulty of the
operator, or other circumstances that may impair full execution of the loan documents, and management believes it is probable that all amounts
will not be collected under the contractual terms of the loan, the loan is written down to the present value of the expected future cash flows. Loan
impairment is monitored via a quantitative and qualitative analysis including credit quality indicators.

Change in Fair Value of Derivatives
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We have implemented Accounting Standards Codification (ASC) 815, Derivatives and Hedging (ASC 815), which establishes accounting and
reporting standards requiring that all derivatives, including certain derivative instruments embedded in other contracts, be recorded as either an
asset or liability measured at their fair value unless they qualify for a normal purchase or normal sales exception. When specific hedge
accounting criteria are not met, ASC 815 requires that changes in a derivative s fair value be recognized currently in earnings. All of the changes
in the fair market values of our derivative instruments are recorded in the consolidated statements of operations and comprehensive income for
our interest rate swaps that were terminated in September 2010. In November 2010, we entered into two interest rate swaps and account for
changes in fair value of such hedges through changes in other comprehensive income as a component of equity in our financial statements via
hedge accounting.
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Gain on sale of assets, net

We record any gain resulting from the sale of assets at the time of sale. We record any losses resulting from the sale of assets at the time we
enter into a definitive agreement for the sale of the asset.

Loss of Extinguishment of Debt

We recognize costs relating to extinguishing debt prior to initial termination dates when we incur them, including the non-cash write-off of
deferred financing cost.

Cash Flow

Cash Provided by Operations

Cash provided by operations is derived largely from net income by adjusting our revenues for those amounts not collected in cash during the
period in which the revenue is recognized and for cash collected that was billed in prior periods or will be billed in future periods. Net income is
further adjusted by adding back expenses charged in the period that is not paid for in cash during the same period. We make our distributions
based largely on cash provided by operations. Key non-cash add-backs, in addition to depreciation and the amortization of deferred financing
charges, in deriving cash provided by operations are:

Straight-line Rental Income (loss)

We recognize straight-line rental income as a result of the accounting treatment of many of our long-term leases that include fixed rent
escalation clauses. Because most of our leases contain fixed rent escalations, we straight-line our lease revenue recognition. Straight-lining
involves spreading the rents we expect to earn during the term of a lease under its escalation clause over the lease term. As a result, during the
first half of a lease term with a fixed escalation clause, we accrue a receivable for rents owed but not paid until future periods. During the second
half of the lease term, our cash receipts exceed our recognized revenues and we amortize the receivable.

Rental Income from Intangible Amortization

We incur non-cash rental income adjustments from the amortization of certain intangibles resulting from the required application of purchase
accounting in the initial recording of our real estate acquisitions. At the date of acquisition, all assets acquired and liabilities assumed are
recorded at their respective fair value, including any value attributable to in-place lease agreements. Any identified above or below market lease
intangible asset or liability is amortized over the remaining lease term as a non-cash adjustment to rental income.
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Non-Cash Stock-Based Compensation

We incur non-cash expense associated with the share-based payments to certain employees. The share-based payments are in the form of stock
options. Expense is recognized ratably with the vesting schedule based on the grant date fair value of the options.
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The following table represents the time based option awards activity for the years ended December 31, 2011 and 2010, respectively.

2011 2010
Outstanding at January 1 21,866
Granted 1,610 21,866
Exercised
Cancelled/Forfeited
Outstanding at December 31 23,476 21,866
Options exercisable at end of period
Weighted average fair value of options granted to date $112.62 $108.55
Weighted average remaining contractual life (years) 8.71 9.72

The following table represents the time based option awards outstanding for the years ended December 31, 2011 and 2010, respectively, as well
as other Plan data:

2011 2010
Range of exercise prices $1,000 - $1,139 $1,000 - $1,084
Outstanding 23,476 21,866
Remaining contractual life (years) 8.71 9.72
Weighted average exercise price $1,011 $1,002

We use the Black-Scholes option pricing model to estimate the grant date fair value of the options. The following table includes the assumptions
that were made in estimating the grant date fair value for options awarded in 2011 and 2010.

2011 2010
Weighted average dividend yield 8.13% 10.28%
Weighted average risk-free interest rate 2.02% 2.10%
Weighted average expected life 7.0 years 7.0 years
Weighted average estimated volatility 38.10% 38.00%
Weighted average exercise price $1,134.76 $1,001.83
Weighted average fair value of options granted (per option) $168.01 $108.55

We recorded non-cash compensation expenses of $1.1 million and $0.3 million for the years ended December 31, 2011 and 2010, respectively,
related to the time based stock options accounted for as equity awards, as a component of general and administrative expenses in the
consolidated statements of operations and comprehensive income.

At December 31, 2011, the total compensation cost related to outstanding, non-vested time based equity option awards that are expected to be
recognized as compensation cost in the future aggregates to approximately $1.2 million.
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For the year ended December 31, Options

2012 $ 672,000

2013 353,000

2014 144,000

2015 11,000

Total $ 1,180,000
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Outstanding options to purchase shares of our common stock are expected to vest and become exercisable immediately prior to the
consummation of this offering. In the event that this offering is completed, we will record non-cash stock-based compensation expense for all
unvested outstanding option awards in the period in which the offering is completed. Assuming this offering is completed in the first quarter of
fiscal 2013, we estimate that the total stock-based compensation expense we will record will be in the range of approximately $ million
to $ million.

Non Cash Loss on Extinguishment of Debt

We incurred certain expense associated with the partial pre-payment of our secured mortgage term loan. Costs associated with the origination of
this loan were capitalized and are being ratably expensed over the life of the loan. When we pre-paid this loan in part, we recognized a prorated
non-cash expense write-off for the unamortized capitalized debt costs.

Reserve for Uncollected Rental Income and Uncollectable Secured Loan Receivable

We incur an expense estimate for a reserve based upon our historical collection record of billed rental income and collections of secured loan
receivables.

Investing Activities

Cash used in investing activities consists of cash that is used during a period for making new investments, capital expenditures and operator
secured loans offset by cash provided by investing activities from net secured loan receivables and sales of real estate investments.

Financing Activities
Cash provided by financing activities consists of cash we received from issuances of debt and equity capital. This cash provides the primary
basis for the investments in new properties, capital expenditures and operator secured loans. While we may invest a portion of our cash from
operations into new investments, as a result of our distribution requirements to maintain our REIT status, it is likely that additional debt or equity

issuances will finance the majority of our investment activity. Cash used in financing activities consists of repayment of debt and
distributions/dividends paid to partners/stockholders.

Results of Operations

The following is a discussion of the consolidated results of operations, financial position and liquidity and capital resources of Aviv REIT.

Nine Months Ended September 30, 2012 Compared to Nine Months Ended September 30, 2011
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Revenues

Revenues increased $22.2 million or 31.8% from $69.7 million for the nine months ended September 30, 2011 to $91.8 million for the same
period in 2012. The increase in rental revenue generally resulted from the additional rent associated with the acquisitions and investments made
during 2011 and 2012 and the write off of straight-line rental income as a result of lease terminations.

Detailed changes in revenues for the nine months ended September 30, 2012 compared to the same period in 2011 were as follows:

Rental income increased $22.2 million or 34.2% from $64.9 million for the nine months ended September 30, 2011 to $87.2 million
for the same period in 2012. The increase is primarily due to the additional rent of approximately $11.9 million associated with the
acquisitions and developments made
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during 2011 and 2012 and a decrease in write-offs of straight-line rent in 2012 from 2011 of approximately $5.9 million primarily
related to three operators and $6.7 million associated with rent from reinvestment in existing properties and in-place lease
escalations, offset by an increase in bad debt expense related to three operators of approximately $2.5 million.

Interest on secured loans remained materially consistent for the nine months ended September 30, 2011 compared to the same period
in 2012.

Interest and other income increased $0.3 million or 34.1% from $0.8 million for the nine months ended September 30, 2011 to $1.1
million for the same period in 2012. The increase is primarily due to non-recurring termination fee income and reimbursements of
fees previously paid offset by non-recurring income from bed sales in 2011.

Expenses

Expenses increased $24.7 million or 40.9% from $60.3 million for the nine months ended September 30, 2011 to $85.0 million for the same
period in 2012. This increase was primarily due to an increase of $9.5 million in interest expense primarily related to the Senior Notes, $2.9
million of additional general and administrative expenses primarily due to an increase in office salaries of $1.2 million and $0.8 million in
professional fees due to special projects, a $6.1 million increase of impairment charges recognized for six facilities in the portfolio and a

$4.8 million increase in depreciation and amortization expense associated with the acquisitions and investments made during 2011 and 2012, as
compared to the same period in 2011.

Detailed changes in expenses for the nine months ended September 30, 2012 compared to the same period in 2011 were as follows:

Interest expense increased $9.5 million or 33.6% from $28.2 million for the nine months ended September 30, 2011 to $37.7 million
for the same period in 2012. The majority of the increase was due to a $7.4 million increase in Senior Notes interest expense due to
the increase in the outstanding principal balance and a $1.6 million increase in mortgage interest expense.

Depreciation and amortization expense increased $4.8 million or 32.5% from $14.8 million for the nine months ended September 30,
2011 to $19.7 million for the same period in 2012. The increase was a result of an increase in depreciation expense associated with
newly acquired facilities.

General and administrative expense increased $2.9 million or 33.5% from $8.5 million for the nine months ended September 30,
2011 to $11.4 million for the same period in 2012. The increase was primarily due to an increase in office salaries of $1.2 million
due to an increase in staff and an increase in professional fees, legal fees and travel expenses.

Transaction costs remained materially consistent for the nine months ended September 30, 2011 compared to the same period in
2012.

Loss on impairment expense incurred for the nine months ended September 30, 2012 of $6.1 million was the result of a loss on
investment in six facilities that will not be recovered based upon anticipated disposition of assets from market comparables.

Reserve for uncollectible secured loan receivables increased $5.0 million or 372.1% from $1.3 million for the nine months ended
September 30, 2011 to $6.3 million for the same period in 2012. The increase was primarily due to the expense incurred in 2012 to
reserve against outstanding loan balances from five operators.
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Loss on extinguishment of debt decreased $3.8 million or 100.0% from $3.8 million for the nine months ended September 30, 2011
to $0 for the same period in 2012. This non-recurring expense was a result of non-cash write-off of deferred financing costs in the
2011 period.

Other expenses remained materially consistent for the nine months ended September 30, 2011 compared to the same period in 2012.
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Discontinued operations increased $4.9 million, from $(0.3) million for the nine months ended September 30, 2011 to $4.6 million
for the same period in 2012. The increase is primarily due to the $4.4 million gain on sale of assets, net, that resulted from the sales
of four properties in 2012.

Year Ended December 31, 2011 Compared to Year Ended December 31, 2010

Revenues

Revenues increased $7.6 million, or 8.6%, from $89.4 million for the year ended December 31, 2010 to $97.0 million for the same period in
2011. The increase in revenue generally resulted from additional rent associated with the acquisitions and investments made during 2011 and
2010 acquisitions and investments not owned for the entire period, offset by the write-off of straight-line rental income as a result of owned
assets being transitioned to new operators resulting in new lease agreements.

Detailed changes in revenues for the year ended December 31, 2011 compared to the same period in 2010 were as follows:

Rental income increased $6.9 million, or 8.2%, from $84.1 million for the year ended December 31, 2010 to $91.0 million for the
same period in 201 1. The increase is primarily due to additional cash rent of approximately $13.5 million associated with the current
year acquisitions and rent from 2010 acquisitions and developments not owned for the entire period and an increase of $0.7 million
associated with rent from reinvestment in existing properties and in-place lease escalators offset by an increase in write-offs of
straight-line rental income of approximately $3.7 million as a result of owned assets being transitioned to new operators resulting in
new lease agreements for the year ended December 31, 2011 as compared to the same period in 2010 and a decrease of $3.6 million
of rental income associated with rent concessions on transitioned properties in 2011 as compared to the same period in 2010.

Interest on secured loans remained consistent over the fiscal periods.

Interest and other income increased $0.7 million from $0.1 million for the year ended December 31, 2010 to $0.8 million for the
same period in 201 1. The increase was primarily due to non-recurring $810,000 of sales proceeds from the sale of unoccupied
licensed beds at two of our facilities.

Expenses

Expenses increased $33.4 million, or 64.2%, from $52.1 million for the year ended December 31, 2010 to $85.5 million for the same period in
2011. The increases were primarily due to an increase of $15.0 million of interest expense, $5.1 million of loss on impairment for two facilities,
$3.9 million of transaction costs in conjunction with the 2011 acquisitions, $3.1 million of depreciation and amortization due to an increase of
acquisitions and investment activity in 2011, and $2.9 million related to the change in fair value of derivatives and was recognized in 2010.

Detailed changes in our expenses for the year ended December 31, 2011 compared to the same period in 2010 were as follows:
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Interest expense increased $15.0 million, or 62.9%, from $23.7 million for the year ended December 31, 2010 to $38.7
million for the same period in 2011. The majority of the increase was due to an increase in the interest rate on our debt
associated with our credit facilities and senior notes. Additionally, there was a $1.7 million increase in the amortization of
deferred financing fees due to related to costs capitalized for new financings and subsequent amortization.

Depreciation expense increased $3.1 million, or 17.5%, from $17.2 million for the year ended December 31, 2010 to $20.3 million
for the same period in 2011. The increase was a result of an increase in depreciation expense associated with newly acquired
facilities described above in 2011 and a full year of depreciation for 2010 acquisitions that were not owned for the full period.
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General and administrative expense increased $1.6 million, or 16.3%, from $9.8 million for the year ended December 31, 2010 to
$11.4 million for the same period in 2011. These increases were primarily due to $0.7 million increase in office salaries and share
based compensation, as well as a $0.3 million increase in insurance premiums, an increase of $0.3 million due to an increase in
income tax expense as a result of the merger, and an increase of $0.3 million in licenses and fees as a result of a one-time reduction
in the 2010 expense related to a recovery of previously paid amounts.

Transaction costs increased $3.9 million, or 248.1%, from $1.6 million for the year ended December 31, 2010 to $5.5 million for the
same period in 2011. These increases were primarily due to an increase in acquisitions and investments made during 2011 compared
to 2010.

Loss on impairment expense increased $5.1 million from $0.1 million for the year ended December 31, 2010 to $5.2 million for the
same period in 2011. The increase was a result of the anticipated loss on disposition of assets to be sold subsequent to December 31,
2011 based upon market comparables.

Reserve for uncollectible secured loan receivables increased $0.7 million, or 101.6%, from $0.8 million for the year ended
December 31, 2010 to $1.5 million for the same period in 2011. This increase is primarily due to the expense incurred in 2011 to
reserve against outstanding loan balances of an additional operator compared to the same period in 2010.

Income relating to the change in fair value of derivatives decreased $2.9 million from a gain of $2.9 million in the year ended
December 31, 2010 to $0 in the same period in 2011. We settled our existing swaps in September 2010 as part of our debt
refinancing. We entered into new swap arrangements in November 2010 that have been deemed to be eligible for hedge accounting,
and such changes are reported in accumulated other comprehensive income within the consolidated statement of changes in equity,
exclusive of ineffectiveness amounts, which are recognized as adjustments to net income.

Gain on sale of assets increased $0.7 million, or 128.9%, from $0.5 million for year ended December 31, 2010 to $1.2 million for the
same period in 2011. This increase was due to the sale of assets that were held for strategic repositioning.

Loss on extinguishment of debt increased $1.5 million, or 65.8%, from $2.3 million for the year ended December 31, 2010 to $3.8
for the same period in 2011. This cost was a result of prepaying certain corporate indebtedness prior to maturity and the non-cash
write-off of deferred financing costs.

Other expenses increased $0.3 million from $0 for the year ended December 31, 2010 to $0.3 million for the same period in 2011.
The increase is due to the amortization of an earnout provision liability related to an acquisition that closed in May 2011.

Discontinued operations are materially consistent period over period.

Year Ended December 31, 2010 Compared to Year Ended December 31, 2009

Revenues

Revenues increased $4.5 million, or 5.3%, from $84.9 million for the year ended December 31, 2009 to $89.4 million for the same period in
2010. The $4.5 million increase was a result of the additional rent and operator recoveries associated with $79.2 million of acquisitions and
investments, consisting principally of newly acquired facilities and capital expenditures for which we receive additional rent, made in the year
ended December 31, 2010.
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Detailed changes in revenues for the year ended December 31, 2010 compared to the same period in 2009 were as follows:

Rental income increased $3.1 million, or 3.8%, from $81.0 million for the year ended December 31, 2009 to $84.1 million for the
same period in 2010. The $3.1 million increase was a result of $1.0 million of additional rent associated with $79.2 million of
acquisitions and developments,
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consisting principally of newly acquired facilities for which we receive additional rent, made in the year ended December 31, 2010,
as well as $1.6 million of rent from those acquisitions and developments made in the year ended December 31, 2009 that were not
owned for the entire 2009 period and $0.5 million associated with rent from reinvestment in existing properties and in-place lease
escalators.

Interest on secured loans increased $1.7 million, or 50.3%, from $3.4 million for the year ended December 31, 2009 to $5.1 million
for the same period in 2010. Most of this increase in the 2010 period was a result of capital expenditures that we made in our
properties for which we receive additional rent.

Interest and other income decreased $333,000 or 71.4%, from $466,000 for the year ended December 31, 2009 to $133,000 for the
same period in 2010. Most of this decrease was a result of a decrease in average cash balances.

Expenses decreased $0.1 million, or 0.1%, from $52.0 million for the year ended December 31, 2009 to $52.1 million for the same period in
2010. The decrease was primarily due to a decrease of $3.3 million of interest expense and $5.9 million of transaction costs offset by an increase
of $4.1 million due to the change in fair value of derivatives, $2.3 million related to the loss on extinguishment of debt and $2.2 million of
general and administrative expenses.

Detailed changes in our expenses for the year ended December 31, 2010 compared to the same period in 2009 were as follows:

Interest expense decreased $3.3 million, or 12.3%, from $27.0 million for the year ended December 31, 2009 to $23.7 million for the
same period in 2010. The majority of the decrease was due to a decrease in swap interest expense relating to contracts expiring in
2010 as well as a significant paydown of debt in September 2010.

Depreciation expense increased $326,000, or 1.9%, from $16.9 million for the year ended December 31, 2009 to $17.2 million for
the same period in 2010. The increase was a result of an increase in depreciation expense associated with 13 newly acquired facilities
included in the $79.2 million of acquisitions and investments made during the year ended December 31, 2010 as well as the
depreciation expense from those investments made in the year ended December 31, 2009 that were not owned for the entire 2009
period.

General and administrative expense increased $2.2 million, or 30.0%, from $7.6 million for the year ended December 31, 2009 to
$9.8 million for the same period in 2010. The increase was primarily due to $1.6 million of share-based compensation expense in
2010 and an additional $500,000 in bonus for employees as a result of meeting certain corporate performance goals in 2010 that were
not met in 2009.

Transaction costs decreased $5.9 million, or 78.8%, from $7.4 million for the year ended December 31, 2009 to $1.5 million for the
same period in 2010. The decrease was due to TPO costs of $6.9 million that were incurred in 2009.

Loss on impairment increased $96,000, from $0 for the year ended December 31, 2009 to $96,000 for the same period in
2010. The 2010 expense was to record a property at estimated selling price less costs to dispose.
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Reserve for uncollectible secured loan receivables increased $750,000, from $0 for the year ended December 31, 2009 to $750,000
for the same period in 2010. The reserve in 2010 is related to one operator s loan. There were no such loans in 2009 and therefore, no
reserve was necessary.

Income relating to the change in fair value of derivatives decreased $4.1 million, or 58.1%, from a gain of $7.0 million in the year
ended December 31, 2009 to a gain of $2.9 million in the same period in 2010. This is a result of a change in the fair value of our
swaps during the period.
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Gain on sale of assets, net was $512,000 for the year ended December 31, 2010 as a result of the disposal of two properties in July
2010 and one property in December 2010.

Loss on extinguishment of debt was $2.3 million for the year ended December 31, 2010. This cost was a result of prepaying certain
corporate indebtedness prior to maturity and the non-cash write-off by deferred financing costs.

Discontinued operations are materially consistent period over period.

Liquidity and Capital Resources

We expect to meet our short-term liquidity requirements generally through net cash provided by operations, existing cash balances and, if
necessary, short-term borrowings. We believe that the net cash provided by operations, availability under our proposed revolving credit facility
and the net proceeds from this offering will be adequate to fund our operating requirements, debt service and the payment of dividends in
accordance with REIT requirements of the U.S. federal income tax laws for the next twelve months. We expect to meet our long-term liquidity
requirements, such as scheduled debt maturities and property acquisitions, through long-term secured and unsecured borrowings, the issuance of
additional equity securities or, in connection with acquisitions of additional properties, the issuance of OP Units of our operating partnership.

We intend to repay indebtedness incurred under our credit facilities from time to time, to provide capacity for acquisitions or otherwise, out of
cash flow and from the proceeds of issuances of unsecured notes, additional common shares and other securities.

We intend to invest in additional properties and portfolios as suitable opportunities arise and adequate sources of financing are available. We are
currently evaluating additional potential investments consistent with the normal course of our business. These potential investments are in
various stages of evaluation with both existing and new operators and include acquisitions, development projects, income producing capital
expenditures and other investment opportunities. There can be no assurance as to whether or when any portion of these investments will be
completed. Our ability to complete investments is subject to a number of risks and variables, including our ability to negotiate mutually
agreeable terms with the counterparties and our ability to finance the purchase price. See Risk Factors We may not be successful in identifying
and consummating suitable acquisitions or investment opportunities, which may impede our growth and negatively affect our results of
operations and may result in the use of a significant amount of management resources. We expect that future investments in properties will
depend on and will be financed by, in whole or in part, our existing cash, borrowings, including under our proposed revolving credit facility and
unsecured notes or the proceeds from additional issuances of common shares, issuances of OP Units or other securities.

Indebtedness Outstanding

Our indebtedness outstanding is comprised principally of borrowings under our Senior Notes, Term Loan, Acquisition Credit Line, 2014
Revolver and 2016 Revolver. As of September 30, 2012, we had total indebtedness of $664.2 million outstanding, including $400.0 million of
indebtedness with respect to our Senior Notes (excluding $3.3 million of net debt premium balance related to the Notes), $194.1 million with
respect to our Term Loan, $18.9 million with respect to our Acquisition Credit Line, $26.4 million with respect to our 2016 Revolver and no
indebtedness outstanding under our 2014 Revolver. Substantially all of such indebtedness is scheduled to mature in late 2015 or thereafter. We
intend to repay and terminate our Term Loan, Acquisition Credit Line, 2014 Revolver and 2016 Revolver using the proceeds of this offering
and, if applicable our proposed revolving credit facility.
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Senior Notes

On February 4, 2011, April 5, 2011, and March 28, 2012, we, through Aviv Healthcare Properties Limited Partnership and Aviv Healthcare
Capital Corporation (the Issuers ), issued $200 million, $100 million, and
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$100 million, respectively, of 7%,% Senior Notes due 2019 (the Senior Notes ), in a series of private placements. The Issuers subsequently
conducted an exchange offer in which all of the Senior Notes issued in the aforementioned private placements were exchanged for freely
tradable notes that have been registered under the Securities Act. The Issuers are majority owned subsidiaries of Aviv REIT. The obligations
under the Senior Notes are fully and unconditionally guaranteed, jointly and severally, on an unsecured basis, by Aviv REIT and certain of our
existing and, subject to certain exceptions, future subsidiaries.

The Senior Notes are unsecured senior obligations of the Issuers and will mature on February 15, 2019. The Senior Notes bear interest at a rate
of 7.75% per annum, payable semiannually to holders of record at the close of business on the February 1 or the August 1 immediately
preceding the interest payment dates of February 15 and August 15 of each year. A premium of $2.75 million and $1.00 million was associated
with the offering of the $100 million of Senior Notes on April 5, 2011 and the $100 million of Senior Notes on March 28, 2012, respectively.
The premium will be amortized as an adjustment to the yield on the Senior Notes over their term. The net proceeds from the offerings of the
Senior Notes were used to repay all outstanding indebtedness under our Acquisition Credit Line, partially repay indebtedness outstanding under
our Term Loan and, together with proceeds from additional equity investments made by our stockholders, to fund pending investments.

The Senior Notes are redeemable at the option of the Issuers, in whole or in part, at any time, and from time to time, on or after February 15,

2015, at the redemption prices set forth in the indenture governing the Senior Notes (the Indenture ), plus accrued and unpaid interest to the
applicable redemption date. In addition, prior to February 15, 2015, the Issuers may redeem all or a portion of the Senior Notes at a redemption
price equal to 100% of the principal amount of the Senior Notes redeemed, plus a make-whole premium, plus accrued and unpaid interest to the
applicable redemption date. At any time, or from time to time, on or prior to February 15, 2014, the Issuers may redeem up to 35% of the

principal amount of the Senior Notes, using the proceeds of specific kinds of equity offerings, at a redemption price of 107.75% of the principal
amount to be redeemed, plus accrued and unpaid interest, if any, to the applicable redemption date.

The Indenture governing the Senior Notes contains restrictive covenants that, among other things, restrict the ability of Aviv REIT, the Issuers
and their restricted subsidiaries to: (i) incur or guarantee additional indebtedness; (ii) incur or guarantee secured indebtedness; (iii) pay dividends
or distributions on, or redeem or repurchase, their capital stock; (iv) make certain investments or other restricted payments; (v) sell assets;

(vi) create liens on their assets; (vii) enter into transactions with affiliates; (viii) merge or consolidate or sell all or substantially all of their assets;
and (ix) pay dividends or other amounts to Aviv REIT. The Indenture also provides for customary events of default, including, but not limited
to, the failure to make payments of interest or premium, if any, on, or principal of, the Senior Notes, the failure to comply with certain covenants
and agreements specified in the Indenture for a period of time after notice has been provided, the acceleration of other indebtedness resulting
from the failure to pay principal on such other indebtedness prior to its maturity, and certain events of insolvency. If any event of default occurs,
the principal of, premium, if any, and accrued interest on all the then outstanding Senior Notes may become due and payable immediately.

Term Loan and Acquisition Credit Line

On September 17, 2010, we, through an indirectly-owned subsidiary, entered into a five year credit agreement with General Electric Capital
Corporation, which was amended and restated on May 31, 2012. The credit agreement provides a $405.0 million mortgage term loan and a
$100.0 million acquisition credit line, which we refer to as the Term Loan and the Acquisition Credit Line, respectively.

Principal payments on the Term Loan are payable in monthly installments. The payment schedule for the Term Loan is based upon a 25-year
mortgage style amortization. Interest rates, at our option, are based upon the base rate or Eurodollar rate (0.46% at September 30, 2012, with a
1.25% floor) plus 4.5%. The base rate, as defined in the Credit Agreement, is the rate announced from time to time by Bank of America, N.A. as
its prime rate . This loan matures on September 17, 2015 with two one-year extension options provided that certain

Table of Contents 108



Edgar Filing: AVIV REIT, INC. - Form S-11

58

Table of Contents 109



Edgar Filing: AVIV REIT, INC. - Form S-11

Table of Conten

conditions precedent for the extensions are satisfied, including, without limitation, payment of a fee equal to 0.25% of the then existing principal
balance of the Term Loan and the Acquisition Credit Line and meeting certain debt service coverage and debt yield tests.

Our Acquisition Credit Line may be used for financing acquisitions and certain property improvements. On each payment date, we pay interest
only in arrears on any outstanding principal balance of the Acquisition Credit Line, except after the Acquisition Credit Line draw termination
date (described below). Interest rates, at our option, are based upon the base rate or Eurodollar base rate (0.46% at September 30, 2012, with a
1.25% floor) plus 4.5%. The base rate, as defined in the Credit Agreement, is the rate announced from time to time by Bank of America, N.A. as
its prime rate . Additionally, an unused fee equal to 1% per annum of the daily unused balance on the Acquisition Credit Line is due monthly.
Draws on the Acquisition Credit Line are limited to 70% of the total cost of the applicable acquisition or renovation and draws for renovation
projects are further limited to an aggregate of $25.0 million outstanding at any one time. The ability to draw on the Acquisition Credit Line
terminates in September 2013 at which time principal and interest are payable until its maturity date in September 2015.

The Term Loan and the Acquisition Credit Line contain customary covenants that include restrictions on the ability to make acquisitions and
other investments, pay dividends, incur additional indebtedness, and sell or otherwise transfer certain assets as well as customary events of
default. The Term Loan and the Acquisition Credit Line generally require the consolidated borrowers under the facility to maintain a debt
service coverage ratio of 1.50:1.00 and a distribution coverage ratio of 1.10:1.00. In addition, we must maintain a debt service coverage ratio of
1.25:1.00 and a debt yield ratio of greater than 17.25%. We are permitted to include cash on hand in calculating our debt yield ratio.

Immediately following any draw on the Acquisition Credit Line, both before and after giving effect to such draw, the consolidated borrowers
under the Term Loan and the Acquisition Credit Line must have a pro forma debt yield ratio of at least 18%. Our debt yield ratio is the ratio of
(i) either consolidated EBITDA or rental revenue for the most recently completed two fiscal quarter period times two to (ii) the average daily
outstanding principal balance of loans outstanding under the Term Loan and the Acquisition Credit Line during the period.

2016 Revolver

On January 31, 2012, we, through an indirectly-owned subsidiary, entered into a $187.5 million secured revolving credit facility with General
Electric Capital Corporation (the 2016 Revolver ). On each payment date, we pay interest only in arrears on any outstanding principal balance of
the 2016 Revolver. The interest rate under our 2016 Revolver is generally based on LIBOR (subject to a floor of 1.0%) plus 4.25%. The initial
term of 2016 Revolver expires on January 31, 2016 with a one-year extension option, provided that certain conditions precedent are satistied.

The proceeds from the 2016 Revolver are available for general corporate purposes. The amount of the 2016 Revolver may be increased, upon
lenders consent, by up to $87.5 million (resulting in total availability of up to $275 million), provided that certain conditions precedent are
satisfied.

The 2016 Revolver is secured by first lien mortgages on certain of our properties, a pledge of the capital stock of our subsidiaries that own such
properties and of the holding company of such property-owning subsidiaries and other customary collateral, including an assignment of leases
and rents with respect to such mortgaged properties. The borrowing availability under the 2016 Revolver is subject to a borrowing base
calculation based on, among other factors, the lesser of (i) 70% of the appraised value of the properties securing the 2016 Revolver, (ii) the
aggregate EBITDAR (earnings before interest expense, income taxes, depreciation and amortization, rent expense paid to us and certain other
extraordinary items) reported by the tenants of the properties securing the 2016 Revolver for the most recent two fiscal quarters multiplied by 2
divided by 18.6% and (iii) rental revenue from the properties securing the 2016 Revolver for the most recent two fiscal quarters multiplied by 2
divided by 15.5%.
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The maximum availability under the 2016 Revolver may be permanently reduced, at the our option, provided that, if such reduction is a partial
reduction of the maximum availability under the 2016 Revolver and occurs prior to January 31, 2013, a fee of 0.5% will be due on the amount of
such reduction. The outstanding principal under the 2016 Revolver may be repaid in whole or in part without premium or penalty, provided that
such prepayments (i) are made in a minimum principal amount of $2,000,000 and integral multiples of $1,000,000 in excess thereof and (ii) are
made no more than once per month.

The 2016 Revolver provides that no loans or other extensions of credit can be made under the 2016 Revolver unless the maximum amount
available under the 2014 Revolver (based on the borrowing base calculation as of the relevant date) has been drawn.

The 2014 Revolver and 2016 Revolver contain customary covenants that include restrictions on the ability to make acquisitions and other
investments, pay dividends, incur additional indebtedness, and sell or otherwise transfer certain assets as well as customary events of default.
The 2014 Revolver and 2016 Revolver also require us to comply with specified financial covenants, which include a maximum leverage ratio, a
minimum fixed charge coverage ratio and a minimum tangible net worth requirement. We are permitted to include cash on hand in calculating
our leverage ratio under both the 2014 Revolver and 2016 Revolver.

2014 Revolver

In conjunction with the Senior Notes issuance on February 4, 2011, we, through an indirectly-owned subsidiary, entered into a $25 million
secured revolving credit facility with Bank of America (the 2014 Revolver ). On each payment date, we pay interest only in arrears on any
outstanding principal balance of the 2014 Revolver. The interest rate under our 2014 Revolver is generally based on LIBOR (subject to a floor of
1.0% and subject to our option to elect to use an alternate base rate) plus a margin that is determined by our leverage ratio from time to time. As
of September 30, 2012 the interest rates are based upon the base rate (3.25% at September 30, 2012) plus the applicable percentage based on the
consolidated leverage ratio (3.25% at September 30, 2012). The foregoing base rate is the highest of (i) the federal funds rate plus 0.5%, (ii) the
rate announced by Bank of America as the prime rate , and (iii) the eurodollar rate. Additionally, an unused fee equal to 0.5% per annum of the
daily unused balance on the Revolver is payable quarterly in arrears. The initial term of the 2014 Revolver expires on February 4, 2014 with a
one-year extension option, provided that certain conditions precedent are satisfied. The proceeds from the 2014 Revolver are available for
general corporate purposes.

The borrowing availability under the 2014 Revolver is subject to a borrowing base calculation based on, among other factors, the lesser of (i) the
amount of a hypothetical mortgage loan based on annualized net revenues (on a pro forma basis for recently acquired properties) and (ii) 65% of
the appraised value, in each case, of the properties securing the 2014 Revolver. The maximum availability under the 2014 Revolver may be
permanently reduced at our option. We have the right, upon lenders consent, to increase the amount of the 2014 Revolver by up to $75.0 million
(resulting in total availability of $100.0 million), provided that certain conditions precedent are satisfied.

On January 23, 2012, the outstanding balance of the 2014 Revolver was repaid and the properties securing the facility were released. However,
the 2014 Revolver remains effective, and we may transfer properties to our indirectly-owned subsidiary in the future, thereby creating borrowing
availability under the facility.

Other Loans
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On November 1, 2010, an indirectly-owned subsidiary entered into two acquisition loan agreements on the same terms that provided for
borrowings of $7.8 million. Principal and interest payments are due monthly beginning on December 1, 2010 through the maturity date of
December 1, 2015. Interest is a fixed rate of 6.00%. These loans are secured by a skilled nursing facility controlled by such subsidiary.
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On June 15, 2012, an indirectly-owned subsidiary assumed a HUD loan with a balance of approximately $11.5 million. The loan originated in
November 2009 with a maturity date of October 1, 2044, and is based on a 40-year amortization schedule. We are obligated to pay the remaining
principal and interest payments of the loan. A premium of $2.5 million was associated with the assumption of debt and will be amortized as an

adjustment to interest expense on the HUD loan over its term.

Contractual Obligations

The following table shows the amounts due in connection with the contractual obligations described below as of September 30, 2012 (including

future interest payments):

Payments Due by period
Less than More than
1 Year 1-3 Years 3-5 Years 5 Years
(in thousands)
Senior notes payable and other debt $20,161 $240,709(1) $ 35,649 $ 19,320
73 4% Senior Notes due 2019® 31,000 62,000 62,000 443917
Total $51,161 $302,709(1) $ 97,649 $ 463,237

Total

$ 315,839
598,917

$914,756

(1) Primarily relates to maturity of indebtedness under our Term Loan and Acquisition Credit Line in September 2015. Does not give effect to
any amounts to be drawn under the acquisition credit line which would also mature in September 2015. See

Credit Line above.
(2) Reflects $400 million outstanding for our 73/ % Senior Notes due 2019.

Term Loan and Acquisition

The following table shows the amounts due in connection with the contractual obligations described below (including future interest payments)

on a pro forma basis assuming our the application of the net proceeds of this offering to reduce our indebtedness had occurred as of

September 30, 2012:

Less than

1 Year
Senior notes payable and other debt $ 1,277
73/,% Senior Notes due 2019 31,000
Total $32,277

Cash Flows

Payments Due by period
More than
1-3 Years 3-5 Years 5 Years
(in thousands)
$ 2,553 $ 8,819 $ 19,320
62,000 62,000 443,917
$ 64,553 $ 70,819 $ 463,237

Nine Months Ended September 30, 2012 Compared to Nine Months Ended September 30, 2011
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Total

$ 31,969
598,917

$ 630,886
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Cash provided by operations decreased $7.8 million or 24.6% from $31.8 million for the nine months ended September 30, 2011 to
$23.9 million for the same period in 2012. The decrease was primarily due to the increase of $7.5 million in straight-line rental
income primarily due to the decrease in straight-line rent write offs of $6.2 million as compared to the same period in 2011. The
decrease can also be attributed to the gain of $4.4 million on sale of assets, the decrease in non-cash loss on extinguishment of debt
of $3.8 million, the increase in loss on impairment of assets of $5.3 million, and the increase in reserve for uncollectible loan
receivables of $5.1 million as compared to the same period in 2011.

Cash used in investing activities increased $45.7 million or 49.8% from $91.8 million for the nine months ended September 30, 2011
to $137.5 million for the same period in 2012. The increase is due to the increase in acquisition and investment activity of $67.6
million offset by the sale of rental properties of $30.5 million in the nine months ended September 30, 2012, as compared to the same
period in 2011.
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Cash provided by financing activities increased $34.4 million or 64.6% from $53.2 million for the nine months ended September 30,
2011 to $87.7 million for the same period in 2012. The increase was primarily due to the net decrease of $32.5 million in additional
debt funding received and an increase of $63.6 million additional net equity issuances during the period, as compared to the same
period in 2011, used for investment activity.

Year Ended December 31, 2011 Compared to Year Ended December 31, 2010

Cash provided by operations decreased $2.6 million, or 4.7%, from $54.7 million for the year ended December 31, 2010 to $52.1
million for the same period in 2011. The decrease was due to a decrease in net income for the year ended December 31, 2011
compared to the same period in 2010.

Cash used in investing activities increased $131.9 million from $75.1 million for the year ended December 31, 2010 to $207.1
million for the same period in 2011. This increase was largely due to the increase in acquisition and investment activity in the year
ended December 31, 2011, as compared to the same period in 2010.

Cash provided by financing activities increased $164.9 million from cash provided of $17.9 million for the year ended December 31,
2010 to cash provided of $182.8 million for the same period in 2011. The increase was primarily due to the $159.9 million increase
in outstanding debt and $40.4 million equity issuance during the period used for investment activity. No cash was used to redeem
partnership units in 2011 as was the case in the same period in 2010 along with an additional deferred contribution of $35.0 million.

Year Ended December 31, 2010 Compared to Year Ended December 31, 2009

Cash provided by operations increased $14.6 million, or 36.6%, from $40.0 million for the year ended December 31, 2009 to $54.7
million for the same period in 2010. The increase was primarily due to an increase in our accounts payable, an increase in net
income, and an increase in non-cash stock-based compensation and non-cash loss on extinguishment of debt.

Cash used in investing activities increased $36.6 million, or 95.1%, from cash used of $38.5 million for the year ended
December 31, 2009 to cash used of $75.1 million for the same period in 2010. This increase was largely due to the
increase in investment activity in the year ended December 31, 2010, as compared to the same period in 2009.

Cash provided by financing activities increased $13.3 million, or 286.9%, from $4.6 million for the year ended December 31, 2009
to $17.9 million for the same period in 2010. The increase was primarily due to our transaction with Lindsay Goldberg on
September 17, 2010.

Summary of Significant Accounting Policies

Estimates

The preparation of the financial statements in conformity with U.S. generally accepted accounting principles (GAAP) requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from
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those estimates.

Principles of Consolidation

The accompanying consolidated financial statements include the accounts of Aviv REIT, Aviv Healthcare Properties Limited Partnership, the
Operating Partnership, and all controlled subsidiaries and joint ventures. We consider ourselves to control an entity if we are the majority owner
of and have voting control over such entity or
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the power to control a variable interest entity. The portion of the net income or loss attributed to third parties is reported as net income allocable
to noncontrolling interests on the consolidated statements of operations and comprehensive income, and such parties portion of the net equity in
such subsidiaries is reported on the consolidated balance sheets as noncontrolling interests. All significant intercompany balances and
transactions have been eliminated in consolidation.

Real Estate Investments

We periodically assess the carrying value of real estate investments and related intangible assets in accordance with ASC 360, Property, Plant,
and Equipment (ASC 360), to determine if facts and circumstances exist that would suggest that assets might be impaired or that the useful lives
should be modified. In the event impairment in value occurs and a portion of the carrying amount of the real estate investments will not be
recovered in part or in whole, a provision will be recorded to reduce the carrying basis of the real estate investments and related intangibles to
their estimated fair value. The estimated fair value of our real estate investments is determined by using customary industry standard methods
that include discounted cash flow and/or direct capitalization analysis.

Revenue Recognition

Rental income is recognized on a straight-line basis over the term of the lease when collectibility is reasonably assured. Differences between
rental income earned and amounts due under the lease are charged or credited, as applicable, to straight-line rent receivable. Income recognized
from this policy is titled straight-line rental income. Additional rents from expense reimbursements for insurance, real estate taxes and certain
other expenses are recognized in the period in which the related expenses are incurred and the net impact is reflected in rental income on the
consolidated statements of operations and comprehensive income.

Lease Accounting

We, as lessor, make a determination with respect to each of our leases whether they should be accounted for as operating leases or direct
financing leases. The classification criteria is based on estimates regarding the fair value of the leased facilities, minimum lease payments,
effective cost of funds, the economic life of the facilities, the existence of a bargain purchase option, and certain other terms in the lease
agreements. Payments received under operating leases are accounted for in the statements of operations and comprehensive income as rental
income for actual rent collected plus or minus a straight-line adjustment for estimated minimum lease escalators. Assets subject to operating
leases are reported as real estate investments in the consolidated balance sheets. For facilities leased as direct financing arrangements, an asset
equal to our net initial investment is established on the balance sheet titled assets under direct financing leases. Payments received under the
financing lease are bifurcated between interest income and principal amortization to achieve a consistent yield over the stated lease term using
the interest method. Principal amortization (accretion) is reflected as an adjustment to the asset subject to a financing lease.

All of our leases contain fixed or formula-based rent escalators. To the extent that the escalator increases are tied to a fixed index or rate, lease
payments are accounted for on a straight-line basis over the life of the lease.

Secured Loan Receivables
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Secured loan receivables consist of capital improvement loans and secured loans to operators. Capital improvement loans represent the financing
provided by us to the operator for capital improvements, furniture, fixtures, and equipment while the operator is operating the facility. Secured
loans to operators represent financing provided by us to operators for working capital needs. Secured loan receivables are carried at their
principal amount outstanding. Management periodically evaluates outstanding secured loans and notes receivable for collectability on a
loan-by-loan basis. When management identifies potential loan impairment indicators,
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such as nonpayment under the loan documents, impairment of the underlying collateral, financial difficulty of the operator, or other
circumstances that may impair full execution of the loan documents, and management believes it is probable that all amounts will not be
collected under the contractual terms of the loan, the loan is written down to the present value of the expected future cash flows. Loan
impairment is monitored via a qualitative and quantative analysis including credit quality indicators and it is reasonably possible that a change in
estimate could occur in the near term. As of December 31, 2011 and December 31, 2010, secured loan receivable reserves amounted to $2.2
million and $0.8 million, respectively. No other circumstances exist that would suggest that additional reserves are necessary at the balance sheet
dates.

Stock-Based Compensation

We follow ASC 718, Stock Compensation (ASC 718), which requires all share-based payments to employees, including grants of employee
stock options, to be recognized in the consolidated statements of operations and comprehensive income based on their grant date fair values. On
September 17, 2010, we adopted a 2010 Management Incentive Plan (the Plan) as part of the transaction with Lindsay Goldberg. A pro-rata
allocation of non-cash stock-based compensation expense is made to Aviv REIT and noncontrolling interests for awards granted under the Plan.
The Plan s non-cash stock-based compensation expense by us through December 31, 2011 is summarized in Footnote 9 to our consolidated
financial statements.

Fair Value of Financial Instruments

ASC 820, Fair Value Measurements and Disclosures (ASC 820), establishes a three-level valuation hierarchy for disclosure of fair value
measurements. The valuation hierarchy is based upon the transparency of inputs to the valuation of an asset or liability as of the measurement
date. A financial instrument s categorization within the valuation hierarchy is based upon the lowest level of input that is significant to the fair
value measurement. The three levels are defined as follows:

Level 1 Inputs to the valuation methodology are quoted prices (unadjusted) for identical assets;

Level 2 Inputs to the valuation methodology include quoted prices for similar assets and liabilities in active markets, and inputs that
are observable for the asset or liability, either directly or indirectly, for substantially the full term of the financial instrument;
and

Level 3 Inputs to the valuation methodology are unobservable and significant to the fair value measurement.

Our interest rate swaps are valued using models developed internally by the respective counterparty that use as their basis readily observable
market parameters and are classified within Level 2 of the valuation hierarchy.

Cash and cash equivalents and derivative financial instruments are reflected in the accompanying consolidated balance sheets at amounts
considered by management to reasonably approximate fair value. Management estimates the fair value of our long-term debt using a discounted
cash flow analysis based upon our current borrowing rate for debt with similar maturities and collateral securing the indebtedness. We had
outstanding senior notes payable and other debt obligations with a carrying value of approximately $600.5 million and $440.6 million as of
December 31, 2011 and December 31, 2010, respectively. The fair value of debt as of December 31, 2011 was $597.7 million and as of
December 31, 2010 approximates its carrying value based upon interest rates available to us on similar borrowings. Management estimates the
fair value of its secured loan receivables using a discounted cash flow analysis based upon our current interest rates for secured loan receivables
with similar maturities and collateral securing the indebtedness. We had outstanding secured loan receivables with a carrying value of $33.0
million and $36.6 million as of December 31, 2011 and December 31, 2010, respectively. The fair value of secured loan receivables as of
December 31, 2011 and as of December 31, 2010 approximate its carrying value based upon interest rates available to us on similar borrowings.
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Derivative Instruments

We have implemented ASC 815, Derivatives and Hedging (ASC 815), which establishes accounting and reporting standards requiring that all
derivatives, including certain derivative instruments embedded in other contracts, be recorded as either an asset or liability measured at their fair
value unless they qualify for a normal purchase or normal sales exception. When specific hedge accounting criteria are not met, ASC 815
requires that changes in a derivative s fair value be recognized currently in earnings. Changes in the fair market values of our derivative
instruments are recorded in the consolidated statements of operations and comprehensive income if the derivative does not qualify for or we do
not elect to apply hedge accounting. If the derivative is deemed to be eligible for hedge accounting, such changes are reported in accumulated
other comprehensive income within the consolidated statement of changes in equity, exclusive of ineffectiveness amounts, which are recognized
as adjustments to net income. All of the changes in the fair market values of our derivative instruments are recorded in the consolidated
statements of operations and comprehensive income for our interest rate swaps that were terminated in September 2010. In November 2010, we
entered into two interest rate swaps and account for changes in fair value of such hedges through accumulated other comprehensive (loss)
income in equity in our financial statements via hedge accounting.

Income Taxes

For U.S. federal income tax purposes, we elected, with the filing of our initial IRS Form 1120-REIT, U.S. Income Tax Return for Real Estate
Investment Trusts, to be taxed as a REIT effective as of the transaction with Lindsay Goldberg that occurred on September 17, 2010. To qualify
as a REIT, we must meet certain organizational, income, asset and distribution tests. We currently intend to comply with these requirements and
maintain REIT status. If we fail to qualify as a REIT in any taxable year, we will be subject to U.S. federal income taxes at regular corporate
rates (including any applicable alternative minimum tax) and, if the relief provisions under the Code and Treasury regulations do not apply, may
not elect REIT status for four subsequent years. However, we may still be subject to federal excise tax. In addition, we may be subject to certain
state and local income and franchise taxes. Historically, we and our predecessor have generally only incurred certain state and local income and
franchise taxes, but these amounts were immaterial in each of the periods presented. Prior to the transaction with Lindsay Goldberg, our
predecessor partnership was a limited partnership and the consolidated operating results were included in the income tax returns of the individual
partners. No uncertain income tax positions exist as of December 31, 2011 or December 31, 2010, respectively.

Business Combinations

We allocate the purchase price of facilities between net tangible and identified intangible assets acquired and liabilities assumed, we make
estimates of the fair value of the tangible and intangible assets and acquired liabilities using information obtained from multiple sources as a
result of preacquisition due diligence, marketing, leasing activities of our diverse operator base, industry surveys of critical valuation metrics
such as capitalization rates, discount rates and leasing rates and appraisals obtained as a requirement of the Mortgage (Level 3). We allocate the
purchase price of facilities to net tangible and identified intangible assets acquired based on their fair values in accordance with the provisions of
ASC 805, Business Combinations (ASC 805). The determination of fair value involves the use of significant judgment and estimation.

We determine fair values as follows:

Other assets acquired and other liabilities assumed are valued at stated amounts, which approximate fair value.
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Real estate investments are valued using discounted cash flow projections that assume certain future revenue and costs and consider
capitalization and discount rates using current market conditions.

We allocate the purchase price of facilities to net tangible and identified intangible assets acquired and liabilities assumed based on
their fair values.
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Assumed debt balances are valued at fair value, with the computed discount/premium amortized over the remaining term of the
obligation.

We determine the value of land either based on real estate tax assessed values in relation to the total value of the asset, internal analyses of
recently acquired and existing comparable properties within our portfolio, or third party appraisals. The fair value of in-place leases, if any,
reflects: (i) above and below-market leases, if any, determined by discounting the difference between the estimated current market rent and the
in-place rentals, the resulting intangible asset or liability of which is amortized to rental revenue over the remaining life of the associated lease
plus any fixed rate renewal periods if applicable; (ii) the estimated value of the cost to obtain operators, including operator allowances, operator
improvements, and leasing commissions, which is amortized over the remaining life of the associated lease; and (iii) an estimated value of the
absorption period to reflect the value of the rents and recovery costs foregone during a reasonable lease-up period as if the acquired space was
vacant, which is amortized over the remaining life of the associated lease. We also estimate the value of operator or other customer relationships
acquired by considering the nature and extent of existing business relationships with the operator, growth prospects for developing new business
with such operator, such operator s credit quality, expectations of lease renewals with such operator, and the potential for significant, additional
future leasing arrangements with such operator. We amortize such value, if any, over the expected term of the associated arrangements or leases,
which would include the remaining lives of the related leases. The amortization is included in the consolidated statements of operations and
comprehensive income in rental income.

Discontinued Operations

In accordance with ASC 205-20, Presentation of Financial Statements-Discontinued Operations (ASC 205-20), the results of operations to the
actual or planned disposition of rental properties are reflected in the consolidated statements of operations and comprehensive income as
discontinued operations for all periods presented.

Reclassifications

Certain prior period amounts have been reclassified to conform to the current financial statement presentation, with no effect on our consolidated
financial position or results of operations.

JOBS Act

Jumpstart Our Business Startups Act of 2012

The JOBS Act permits us, as an emerging growth company, to take advantage of an extend