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LAWRENCE A. COHEN is Vice Chairman and Chief Executive Officer
of Capital Senior Living Corporation. He served as Vice Chairman
and Chief Financial Officer of the company from November 1996
through May 1999. From 1991 to 1996, Mr. Cohen served as
President and Chief Executive Officer of PaineWebber Properties
Incorporated, which controlled a real estate portfolio with a cost of
approximately $3 billion, including senior living communities of
approximately $110 million. He serves as a member of the

Corporate Finance Committee of the NASD Regulation, Inc., and was a founding g
member of the Executive Committee of the Board of the American Seniors Housing E
Association. Mr. Cohen has earned a Master’s degree in Law, is a licensed attorney and &
is also a Certified Public Accountant. He has 15 years of experience in senior living. N
SECTOR — LONG-TERM capacity through the development of 19 commuhi-
CARE FACILITIES ties, as well as the expansion of three existing c%’m-

(KAK619) TWST: Could we start out with an  munities. When these are completed, we expectour
overview and profile of Capital Senior Living?  capacity to increase to approximately 9,500 ré‘sr

Mr. Cohen: Capital Senior Living is one of dents. In the communities we operate, 83% of&he
the nation’s leading operators and developers of ragsidents live independently, and 17% require S(ﬁ"ne
idential communities for senior adults. We have beassistance with activities of daily living. S
operating in the senior living industry since 1990, | joined Capital Senior Living in 1996 a%
with a philosophy that differentiates us from othe¥Wice Chairman & Chief Financial Officer, and b§_—
companies in the senior living sector. We emphasioame Chief Executive Officer in May of 1999.
a continuum of care, whereby we integrate indepeRyior to joining Capital, | was President & Chil‘éf
dent living with assisted living and home care so oltxecutive Officer of PaineWebber Properti@s,
residents can choose the type of lifestyles that beghich controlled a $3 billion real estate portfoli@',
suits their needs and be able to age in place. As aireluding senior living communities with a basgs
sult, the average length of stay of our residents is typf about $110 million.
ically double of those living in freestanding assisted TWST: What's on the agenda when you‘”
living communities. The average age of our residenlisok ahead over the next 12 months? What speE
upon entry into our communities is 80, and the avecific accomplishments would make that timeg
age age of our residents is 84. frame a success?

We currently own and/or operate 40 com- Mr. Cohen: We are in the process of cong
munities in 20 states, with a capacity for approxipleting a $155 million merger transaction. We have
mately 7,000 residents. We are increasing thizeen operating 13 senior living communities for 2

terial:

yrighted
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REITS since 1996, and they are being merged insach as banks and CMBS lenders. | believe that
Capital Senior Living. Approvals for the mergerghis constraint of capital will be positive in the long
have been received and financing commitmentsrm because it will limit the supply of new senior
have been obtained. We expect to complete thiging communities. As we experience the contin-
mergers at the end of July. Upon consummation aed growth of elder seniors, increasing the demand
these mergers we will increase the capacity of ofwr senior living communities, | would expect to
owned and operated communities by 2,100 ressee a shortage of purpose-built senior housing
dents. In addition, we expect the merger to cowommunities in the next few years.
tribute approximately $38 million to our annual From Capital Senior Living's perspective,
resident revenues and about $16.5 million to owve are fortunate that all of our immediate growth
EBITDA. Since we have been operating thesplans have financing in place. We have a commit-
communities for the past four years, we don’t ament from GMAC to finance the mergers of the 13
ticipate any integration issues. communities in late July. And, various banks have
In addition, we’re very excited about openfinanced or committed financing for all of our
ing 19 communities over the next year and a halplanned developments. We have managed our bal-
Most of these new communities will be Waterforcdance sheet to where we have the lowest debt to
Communities, which are predominantly indepentotal capitalization amongst the publicly traded se-
dent living communities targeted at middle-inior living companies. As a result, we have been
come seniors. While there has been concern abaltle to obtain attractive financing despite the cur-
overbuilding of assisted living communities in cer+ent restraints in the capital markets.
tain markets, the affordable independent living TWST: Give us a frank assessment of
market has been underserved. According to tly®ur top management team. Do you feel you
most recent Seniors Housing Construction Repotiave the bench strength and skill sets on board
construction of independent living communitiedor these opportunities?
over the past three years has averaged only about  Mr. Cohen: Yes, | do. | believe that the
10% of total seniors housing construction. So wstrength of Capital Senior Living is our manage-
see an exciting year where we will be bolsteringhent team. We have a management team that was
our balance sheet and our income statemeilt from an operations perspective. Everyone in
through the merger of 13 communities, and gairsenior management overseeing operations and
ing significant new capacity through the developmarketing started on site in the seniors housing
ment of 19 new communities. industry and worked their way up. The years of
TWST: From the market perspective and experience of our senior management team is the
your perspective, are there any limitations on greatest I've seen in this industry. Our seven se-
cash or capital as you look at these opportunities? nior executives average about 20 years of experi-
Mr. Cohen: Today, there are significant ence, and our four regional managers average 19
capital constraints affecting the senior living inyears of experience in seniors housing. What's
dustry. We have seen the major sources of capitady is that these are professionals who have spent
exit the industry. Those had been the public equitheir entire careers in seniors housing. Capital’'s
market and the more traditional debt providergyperating structure permits us to empower our
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communities to operate as local businesses. Ttrg. We attempt to focus the investment community
combination of a strong senior managemerdn the quality of lifestyles that we provide our res-
team, a highly experienced regional managemeialents, who are predominantly independent se-
team, and superior systems and controls makers, as opposed to someone who has higher
this strategy successful. levels of acuity or more medical needs. Moreover,
The reputation of our management tearmour operating performance demonstrates that our
and our sophisticated reporting systems and finamdependent direction continues to generate the
cial controls help us attract some of the most talkighest occupancies and operating margins in the
ented professionals in the industry to fill positionseniors housing industry. These benchmarks result
at the community level. We have enjoyed manfrom our residents’ longer length of stays, lower
successes in opening new communities and intstaffing needs, efficient building models, and the
grating acquisitions into our existing infrastruc-igh levels of satisfaction (95% or greater) consis-
ture. In fact, we have been successful in doublintgntly reported by our residents.
the size of our operations in 1992, and again in TWST: When you look long term, what
1996, and we expect to achieve more than 356@@ you see as the ultimate enterprise for Capital
growth over the next 12 months. | believe that w8enior Living?
have the strength and depth of management as well Mr. Cohen: We always speak about our
as the necessary systems in place to accommodabenmitment to our residents first, and our vision
that growth. is to continue to provide quality housing and ser-
TWST: How could the investment com- vices based on the highest standards of excellence
munity better understand Capital Senior in the industry. Our mission is to enrich the daily
Living? What misperceptions do you encounter? lives or our senior residents by providing an en-
Mr. Cohen: | think the largest mispercep- vironment that stimulates them physically, men-
tion we encounter in the investment community igally and emotionally. We expect our Capital
the constant comparison of Capital Senior Livingenior Living residents to be treated with dignity
to other companies that provide pure assisted liand respect.
ing, skilled nursing, or other long-term care. While As we continue to succeed in the delivery
most of our operations are limited to private pawpf services and quality housing to our residents,
independent living, the investment community cat- believe we will continue to see opportunities
egorizes us as a long-term care provider. In 1998&r growth. With the population of 65- to 74-
the long-term care index was down by nearly 70%ear-olds expected to more than double from 18
Many of the factors that caused such a disappointiillion in 1990 to over 37 million by 2030, and
ing stock performance do not apply to Capitalhe 85-plus population expected to triple in the
Senior Living. Yet, we are thrown into the samesame time period, the demand for our communi-
basket, and our stock performance mirrored that tés and services will continue to grow. Our vi-
the long-term care industry. The biggest challenggon is to continue our focus on independent
we have faced since our public offering in Octobdiving, and to grow our business by continued
1997 has been that of differentiating ourselvestrong, internal growth from same-store sales
from other providers in the long-term care indusand net operating income growth. We will also
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grow by completing the new communities and We have been fortunate to have a regional
expansions that are under construction to memtanagement system around which we have been
the needs of our growing senior population. lielustering our growth. We have a seasoned group
addition, we are well positioned to take on addief professionals serving as regional managers
tional communities through strategic acquisithroughout the United States whom average ap-
tions or new management opportunities. proximately 19 years of experience in senior
TWST: What role might mergers and housing. They have the ability to visit any of our
acquisitions play as you look to add to that communities within a two-hour travel span. The
growth formula? regional managers will typically visit our commu-
Mr. Cohen: As | mentioned previously, we nities at least once a quarter, and very often once
expect to complete two significant mergers in lata month. During those visits they’re able to train
July. Beyond that, we will look for tactical acqui-on-site people and provide support. With our ex-
sitions and new management opportunities. Wsting infrastructure, reporting systems and con-
don’t plan to grow for the sake of growth. We wantrols we have the ability to integrate our growth
to find companies or communities that fit strategiplans. As we grow, we will supplement our mar-
cally within our focused operating philosophy. Thé&eting and operational support through the addi-
senior living industry is extremely fragmented —tion of more mid-level staff to assist in the
in fact, the publicly traded companies own leseversight of our communities and to work with
than 10% of the current supply of senior livingour national headquarters and with our staff at the
communities. The strength of our managemembmmunity level.
team and systems position us well to take advan- TWST: What's the summary statement
tage of opportunities that will develop as a result dor an investor? What would compel them to
the capital constraint that has been impacting theiy in?
senior living industry since late last year. Mr. Cohen: What should be compelling to
TWST: When you talk about all these an investor today is the expected growth of the se-
opportunities, is there a level between top man- nior population, and the quality lifestyles and en-
agement and middle management that you also richment that we afford our residents. We offer a
have to focus on? very attractive living alternative for seniors, who
Mr. Cohen: | think you have touched upon are the fastest growing segment of our population.
an issue that has affected a lot of companies in tiide have a proven track record, a seasoned man-
senior living industry. From 1994 through 1998, agement team, and an undervalued stock price. If
number of companies were able to attract capitgbu look at our stock price today, which is about
because the seniors housing story was so co®8 a share, we are trading significantly below our
pelling. Unfortunately, many of these companiebook and net asset values. What's even more com-
lacked the operational depth to accommodate theielling is a comparison of our stock price to our
growth. Many of these companies have stoppdzhlance sheet. We ended last quarter with approxi-
their growth and have been focusing on operationsately $33 million in cash, which is about a $1.68
which is good for the industry, and particularly foper share. We also ended the quarter with working
the residents who live in their communities. capital of about $46 million, or $2.35 a share. Our
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stockholders’ equity of $110 million equates td AWRENCE A. COHEN
$5.53 a share. So if you compare our cash, olfice Chairman & CEO
working capital, or our equity, our current stockCapital Senior Living Corp.
price is awfully compelling. In addition, our long- 14160 Dallas Parkway
term debt to total capitalization is about 45%,Suite 300
which is the lowest of the publicly traded compa-Dallas, TX 75240
nies in our sector. (972) 770-5600
The growth that we are planning over the(972) 770-5666 - FAX
next 12 to 18 months is all financed. | think that'swww.capitalsenior.com
extremely important in light of the current capital e-mail: main@-capitalsenior.com
constraints and the uncertainties surrounding the
ability for companies to finance their growth. WeEach Executive who is the featured subject of a
are witnessing population trends that will result iTWST Interview is offered the opportunity to include
continued demand for our communities and sean Investors Brief or other highlight material to be
vices. At Capital Senior Living we are facing gorovided and sponsored by and for the company.
time of opportunity.
TWST: Thank you.




