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Item 2.05. Costs Associated with Exit or Disposal Activities.
On November 8, 2016, Kindred Healthcare, Inc. (the “Company”) filed a Current Report on Form 8-K (the “Original 8-K”) announcing its strategic
decision to exit the skilled nursing facility business as an owner and operator. At such time, the Company was unable to determine an expected completion
date for these activities, or a good faith estimate of the major types of costs or amount or range of amounts that may be incurred in connection with this exit,
nor an estimate of the amount or range of amounts of any charges that would result in future cash expenditures, including whether any such charges will be
material.
On July 3, 2017, the Company filed a Current Report on Form 8-K/A to amend the Original 8-K (the “8-K Amendment”). The 8-K Amendment
confirmed that the Company had entered into a definitive agreement dated June 30, 2017 to sell its skilled nursing facility business (the “SNF Divestiture”)
for $700 million in cash (the “Purchase Price”), and expects that the initial closing will occur in the third quarter of 2017 and all of the closings will be
completed by year end (subject to regulatory and other conditions to closing, as more fully set forth therein). The 8-K Amendment also provided additional
details regarding the range of charges the Company expects to incur with this transaction, and noted that 36 of the skilled nursing facilities (the “Ventas
Facilities”) are currently leased under master lease agreements with Ventas, Inc. (“Ventas”).
The Company is filing this Current Report on Form 8-K/A to amend the Original 8-K and the 8-K Amendment to update the disclosures made therein
under Item 2.05. No other amendments to the Original 8-K and the 8-K Amendment are being made by this Current Report on Form 8-K/A.
The Company now confirms that (1) the Company expects to incur $315 million to $350 million in costs and charges related to this transaction, all of
which have been or will be booked in discontinued operations, consisting of $30 million to $40 million of transaction costs, $30 million to $40 million of
severance costs, and $255 million to $270 million of lease termination charges (calculated primarily as the difference between the aggregate consideration of
$700 million payable to Ventas and that portion of the Purchase Price allocable to the fair value of the real estate and operations for the Ventas Facilities, less
certain Ventas rent credits on the balance sheet), and (2) during the second quarter of 2017, the Company recorded asset impairment charges of $134.6
million in continuing operations related to the previously acquired RehabCare trade name ($97.4 million) and customer relationship intangible asset ($37.2
million) due to the expected loss of affiliated contracts related to the SNF Divestiture and cancellation of non-affiliated contracts.
To the extent required by applicable rules, the Company will continue to file additional amendments to the Original 8-K and the 8-K Amendment upon
the determination of any further material costs and charges, individually or in the aggregate, to be incurred pursuant to this transaction.
This Current Report on Form 8-K/A contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended,
and Section 21E of the Securities Exchange Act of 1934, as amended, including those relating to the Company’s expectations regarding costs and charges in
connection with its exit from the skilled nursing facility business. Such forward-looking statements are inherently uncertain, and stockholders and other
potential investors must recognize that actual results may differ materially from the Company’s expectations as a result of a variety of factors, many of which
the Company is unable to predict or control. The Company cautions investors that any forward-looking statements made by the Company are not guarantees
of future performance. The Company disclaims any obligation to update any such factors or to announce publicly the results of any revisions to any of the
forward-looking statements to reflect future events or developments, unless required by applicable rules.
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