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189 South Orange Ave., Suite 1700

Orlando, Florida 32801
 
Notice of Annual Meeting of Stockholders
To Be Held November 10, 2016
 
Dear Stockholder:

 
We cordially invite you to attend the 2016 annual meeting of stockholders of Sentio Healthcare Properties, Inc. (the “ Company”), to be held on

Thursday, November 10, 2016, at 10:00 a.m. local time at the Archer Hotel, located at 3121 Palm Way, Austin, Texas, 78758. Directions to the annual meeting
can be obtained by visiting the hotel website archerhotel.com/austin or calling the Archer Hotel at (512) 836-5700.

 
We are holding this meeting to:

 
1. Elect eight directors to hold office for one-year terms expiring in 2017, as follows:

 
(a) six directors to be elected by the holders of the Company’s common stock and Series C preferred stock, voting together as a single class; and

 
(b) two directors to be elected by the holders of the Company’s Series C preferred stock, voting as a separate class.

 
The board of directors recommends a vote FOR each nominee

 
2. Attend to such other business as may properly come before the meeting and any adjournment or postponement thereof.
 
Your board of directors has selected August 12, 2016 as the record date for determining stockholders entitled to vote at the meeting.
 
Pursuant to rules adopted by the Securities and Exchange Commission, we have provided access to our proxy materials over the Internet. Accordingly,

we are sending a Notice of Internet Availability of Proxy Materials (“The Notice”) on or about September 20, 2016. The Notice contains instructions regarding
this process, including how to access our proxy statement and annual report over the Internet, how to authorize your proxy to vote online and how to request a
paper copy of the proxy statement and annual report.

 
Whether or not you plan to attend the meeting and vote in person, we urge you to have your vote recorded as early as possible. You may authorize your

proxy to vote your shares over the Internet as described in the Notice. Alternatively, if you requested a paper copy of our proxy materials and received a paper
copy of the proxy card by mail, please complete, date, sign and promptly return the proxy card in the self-addressed stamped envelope provided. You may also
vote by telephone as described in the Notice and your proxy card. If you vote your shares over the Internet, by mail or by telephone prior to the annual meeting,
you may nevertheless revoke your proxy and cast your vote personally at the meeting.

 
 Sincerely,
  
September 13, 2016 John Mark Ramsey
Orlando, Florida President and Chief Executive Officer
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SENTIO HEALTHCARE PROPERTIES, INC.

189 South Orange Ave., Suite 1700
Orlando, Florida 32801

 
PROXY STATEMENT

FOR THE
2016 ANNUAL MEETING OF STOCKHOLDERS

TO BE HELD NOVEMBER 10, 2016
 

SOLICITATION OF PROXIES BY THE BOARD OF DIRECTORS
 
We are providing access to our proxy materials over the Internet in connection with the solicitation by the board of directors of Sentio Healthcare

Properties, Inc. (“Sentio Healthcare Properties,” the “Company,” “ we,” or “us”), a Maryland corporation, of proxies for use at the 2016 annual meeting of
stockholders to be held on Thursday, November 10, 2016, at 10:00 a.m. local time at the Archer Hotel, located at 3121 Palm Way, Austin, Texas, 78758, and at
any adjournment or postponement thereof, for the purposes set forth in the Notice of Internet Availability of Proxy Materials, which is referred to herein as the
“The Notice,” and this proxy statement summarize the information you need to know to vote by proxy or in person at the annual meeting.

 
Please carefully read the proxy statement in its entirety for information about the matters to be voted upon. You may also obtain more information about

us from documents we have filed with the Securities and Exchange Commission; see “Additional Information –  Where You Can Find More Information” in this
proxy statement.

 
The Notice was mailed and the related proxy materials were made available to stockholders at https://www.proxy-direct.com/sen-28190 on or about

September 20, 2016.
 
Stockholders Entitled to Vote

 
Holders of our common stock and our Series C preferred stock at the close of business on August 12, 2016 (the “Record Date”) are entitled to receive

notice of and to vote their shares at the annual meeting. As of the Record Date, there were 11,524,767 shares of our common stock issued and outstanding and
1,000 shares of our Series C preferred stock issued and outstanding. Each share of common stock is entitled to one vote on each matter properly brought before
the annual meeting on which the common stock is entitled to vote. Each share of our Series C preferred stock is entitled to one vote for each share of As-
Converted Common Stock (defined below) held by such holder on each matter properly brought before the annual meeting on which the Series C preferred
stock is entitled to vote. “As-Converted Common Stock” means, as of any determination date and with respect to any holder, the number of shares of common
stock then held by such holder and its affiliates after giving effect to the conversion or exchange, in accordance with their terms, of any and all securities then
convertible or exchangeable, directly or indirectly, into our common stock (including, without limitation, the Series B preferred units of limited partnership interest
in our operating partnership), but without giving effect to any limitations on such conversion or exchange applicable as a result of ownership and transfer
restrictions set forth in our charter. As of the record date, the issued and outstanding Series C Preferred Stock entitled to vote at the meeting represented
15,830,938 shares of As-Converted Common Stock. Thus, on matters in which the holders of our common stock and our Series C preferred stock are entitled to
vote together as a single class, such as the election of directors, the Series C preferred stockholder will hold a majority of the votes entitled to be cast.
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 HOW TO VOTE IF YOU ARE A STOCKHOLDER OF RECORD:

 
Whether or not you plan to attend the annual meeting, we urge you to authorize your proxy to vote your shares over the Internet as described in the

Notice. Alternatively, if you requested a paper copy of our proxy materials and received a paper copy of the proxy card by mail, please complete, date, sign and
promptly return the proxy card in the self-addressed stamped envelope provided. You may also authorize your proxy to vote your shares by telephone as
described in the Notice and your proxy card. Authorizing your proxy over the Internet, by mailing a proxy card or by telephone will not limit your right to attend the
annual meeting and vote your shares in person. Your proxy (one of the individuals named in your proxy card) will vote your shares per your instructions.

 
All proxies that have been properly authorized and not revoked will be voted at the annual meeting. If you submit a proxy but do not indicate any voting

instructions, any shares of common stock represented by that proxy will be voted FOR the election of each of the six nominees named in Proposal 1(a); any
shares of Series C preferred stock represented by that proxy will be voted FOR the election of each of the six nominees named in Proposal 1(a) and FOR the
election of each of the two nominees named in Proposal 1(b). In addition, if any other business properly comes before the stockholders for a vote at the annual
meeting, the shares will be voted in the discretion of the holders of the proxy.

 
Required Vote

 
The presence in person or by proxy of the holders of the common stock and the Series C preferred stock entitled to cast a majority of all the votes

entitled to be cast at the annual meeting is necessary to constitute a quorum. If a share is represented for any purpose at the annual meeting, it is deemed to be
present for quorum purposes and for all other purposes as well. A stockholder may withhold his or her vote in the election of directors or abstain with respect to
each other item submitted for stockholder approval. Withheld votes and abstentions will be counted as present and entitled to vote for purposes of determining
the existence of a quorum. Withheld votes in the election of directors and abstentions in all other items submitted for stockholder approval will not be counted as
votes cast.
 

Summary of Proposals. The proposals described in this proxy statement and the classes to which they apply are set forth below:
 

PROPOSAL  AFFECTED CLASS(ES)

  Common Stock  
Series C

Preferred Stock

Proposal 1(a) - To elect six directors to the Company’s board
of directors

 Common Stockholders,
voting together with the

Series C Preferred
Stockholders as a single

class

 Series C Preferred
Stockholders, voting

together with the
Common Stockholders as

a single class
     

Proposal 1(b) - To elect two directors to the Company’s board
of directors

 
N/A

 Series C Preferred
Stockholders, voting as a

separate class
 
Election of Directors.  A majority of the votes represented by the holders of the common and the Series C preferred stock present in person or by proxy at

the meeting is required for the election of the six directors in Proposal 1(a). A majority of the votes represented by only the Series C preferred stockholders
present in person or by proxy at the meeting is required for the election of the two directors in Proposal 1(b). This means that a director nominee needs to receive
more votes for his election than against his election in order to be elected to the board. Because of this majority vote requirement, withheld votes will have the
effect of a vote against each nominee for director. Broker non-votes will also have the effect of a vote against each nominee for director. If an incumbent director
nominee fails to receive the required number of votes for reelection, then under Maryland law, he or she will continue to serve as a “holdover” director until his or
her successor is duly elected and qualified.

 
Pursuant to the terms of the investor rights agreement entered in connection with the KKR Equity Commitment (as described below under “ Transactions

with Related Persons – KKR Equity Commitment”), the KKR Investor (as defined below under “ Transactions with Related Persons – KKR Equity Commitment ”),
as the holder of the Series C preferred stock, has agreed that until it owns only common stock, it will vote all of its Series C preferred stock in favor of the slate
of directors nominated by the board of directors (other than a preferred stock director). Thus, as the Series C preferred stockholder holds a majority of the votes
entitled to be cast, the slate of six director nominees to be reelected at the Annual Meeting is expected to be reelected.

 
Other Matters. Our board of directors does not presently intend to bring any business before the annual meeting other than the proposals that are

identified in the Notice of Annual Meeting of Stockholders, and discussed in this proxy statement. If other matters are properly presented at the annual meeting
for consideration, the persons named in the proxy will have the discretion to vote on those matters for you. As of the date of this proxy statement, we did not
know of any other matters to be raised at the annual meeting.
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Broker Non-Votes

 
A broker that holds shares in “street name” generally has the authority to exercise its discretion and vote on routine items when it has not received

instructions from the beneficial owner. A broker that holds shares in “street name” does not have the authority to vote on non-routine items when it has not
received instructions from the beneficial owner. Votes for the election of directors are considered non-routine matters. Therefore, absent your
instructions, a broker that holds your shares in “street name” will not be permitted to vote your shares in the election of any nominee for director. If a
broker returns a properly executed proxy, but crosses out non-routine matters for which you have not given instructions (a so-called “broker non-vote ”), the
proxy will have the same effect as a vote AGAINST the election of each of the six nominees named in Proposal 1(a) (with respect to proxies for shares of
common stock); and AGAINST the election of each of the two nominees named in Proposal 1(b) (with respect to proxies for shares of Series C preferred stock).
However, as the only matter at our annual meeting is a non-routine matter, we do not expect to have any broker non-votes.
 
Revocation of Proxies

 
You can revoke your proxy at any time before it is voted at the annual meeting by:
 
¨ providing written notice of such revocation to our corporate secretary;

  
¨ signing and submitting a new proxy card with a later date;
 
¨ authorizing a new proxy by telephone or Internet (only your latest proxy is counted); or
 
¨ voting your shares in person at the annual meeting.

 
Proxy Solicitation

 
The solicitation of proxies for the annual meeting will be made primarily via the Internet. However, if necessary to ensure satisfactory representation at

the annual meeting, we may also solicit proxies by telephone. We do not expect to engage any third parties to assist with the solicitation of proxies in conjunction
with the annual meeting. We will reimburse brokerage firms and other custodians, nominees and fiduciaries for their reasonable out-of-pocket expenses for
forwarding proxy and solicitation materials to the owners of our common stock. Our officers and regular employees of our advisor or its affiliates may also solicit
proxies, but they will not be specifically compensated for these services. The costs of the proxy solicitation will be borne by us.
 
Effect of Adjournment of Annual Meeting

 
If the annual meeting is adjourned due to a lack of a quorum, we intend to reconvene the annual meeting as soon as reasonably practical, and in any

event within 120 days of the record date. Pursuant to our bylaws, stockholder meetings must be held no more than 120 days following the record date. Your
proxy will still be effective and may be voted at the adjourned meeting, and you will still be able to change or revoke your proxy until it is voted at the adjourned
meeting, if such meeting occurs within 120 days of the record date.
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PROPOSALS 1(a) and 1(b)
ELECTION OF DIRECTORS

 
Proposal 1(a): Elect six directors to hold office for one-year terms expiring in 2017

 
The board of directors has nominated the following individuals to be elected as directors by the holders of the Company’s common stock and Series C

preferred stock, voting together as a single class, each to serve for a one-year term ending at the 2016 annual meeting of stockholders: Romeo Cefalo, Barry
Chase, Steven Pearson, John Mark Ramsey, Ronald Shuck and James Skorheim. Each nominee currently serves as a director and, if reelected, will continue in
office until his successor has been elected and qualified, or until his earlier death, resignation or retirement.

 
Proposal 1(b): Elect two directors to hold office for one-year terms expiring in 2017

 
The board of directors has nominated the following individuals to be elected as directors by the holders of the Company’s Series C preferred stock,

voting as a separate class, each to serve for a one-year term ending at the 2016 annual meeting of stockholders: Billy Butcher and Peter Sundheim. Each
nominee currently serves as a director and, if reelected, will continue in office until his successor has been elected and qualified, or until his earlier death,
resignation or retirement.

 
We expect each nominee for election as a director to be able to serve if elected. If any nominee is not able to serve, proxies will be voted in favor of the

remainder of those nominated and may be voted for substitute nominees, unless the board of directors chooses to reduce the number of directors serving on the
board of directors.

 
THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE “FOR”

ALL NOMINEES TO BE ELECTED AS DIRECTORS.
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CERTAIN INFORMATION ABOUT OUR MANAGEMENT

 
The Board of Directors

 
The principal occupations and certain other information about the members of our board of directors, each of whom is a nominee for re-election at the

2016 annual meeting of stockholders, are set forth below.
 

Billy Butcher, age 35, is one of our KKR-selected Directors (as defined below under “Nomination of Candidates for Director Positions”). He was elected to be
one of our directors and a member of our investment committee on March 12, 2013 in connection with, and as a condition to, the execution of the KKR Equity
Commitment. Mr. Butcher is an executive officer of Sentinel RE Investment Holdings GP LLC, which is the general partner of the Investor. Mr. Butcher is
currently employed by Kohlberg Kravis Roberts & Co. L.P. (“KKR”) as a Director in its real estate investment business. Mr. Butcher joined KKR in 2004, and prior
to KKR’s establishment of a dedicated real estate investment effort, Mr. Butcher worked in KKR’s corporate private equity business, both in the United States
and internationally.

 
Prior to joining KKR, Mr. Butcher was employed with Goldman, Sachs & Co. He holds an A.B. from Princeton University and an M.B.A. from the

Stanford University Graduate School of Business.
 

Romeo Cefalo , age 66, has served as one of our independent directors since August 2008 and has served as chairman of our board since May 2014
when the prior chairman of the board retired. From 2004 to 2006, Mr. Cefalo was Executive Vice President of Real Estate, Construction and New Store
Development for Albertsons, Inc. He was responsible for managing Albertson’s real estate operation and $1.5 billion annual capital budget. From 2001 to 2004,
Mr. Cefalo was Executive Vice President of Operations for Albertsons. His responsibilities included managing growth planning and capital budgets. From 1995 to
2001, Mr. Cefalo was President of Lucky Stores in Buena Park, California, and was responsible for $6.0 billion in sales and $400.0 million in earnings. Mr.
Cefalo received his Master of Business Administration from New Hampshire College in 1984.
 

For the following reasons, the board concluded that Mr. Cefalo should serve as a director. In addition to his management experience, Mr. Cefalo’s
specific knowledge of commercial real estate and related investment and financing activities position him very well to provide the board of directors with valuable
industry-specific insight and experience.

 
Barry Chase, age 60, has served as one of our independent directors since September 2007. He has been actively involved in the real estate industry

since 1980. Mr. Chase is the Co-Founder and Managing Principal of Belay Investment Group, LLC advisors, a real estate investment management firm for
institutional investors. From 2004 to present, Mr. Chase has worked for Belay Investment Group, LLC (formerly AVP advisors). From 2002 to 2003, Mr. Chase
was a Principal of Platinum Capital advisors, and from 1998 to 2002, he was the Executive Vice President and the President of Koll Development Company’s
Western Division, where he developed more than nine million square feet of office, industrial, retail and mixed-use projects.

 
Prior to joining the Koll Development Company, Mr. Chase held executive level positions with several nationally recognized real estate companies. He

served as the President of Cushman Investment and Development Company, and the Executive Vice President, General Counsel and member of the board of
directors of Cushman Realty Corporation and as the Executive Vice President — Acquisitions of CT Realty Corporation. Mr. Chase began his real estate career
with Sunrise Investment, Inc. As Executive Vice President and General Counsel of Sunrise, Mr. Chase was in charge of property acquisitions/dispositions and
capital raising for the firm’s real estate private placements. Mr. Chase attended California State University, Northridge and received his J.D. Degree from the
University of San Fernando. He is an inactive member of the California State Bar.

 
For the following reasons, the board concluded that Mr. Chase should serve as a director. Mr. Chase brings to the board of directors demonstrated

management ability at senior levels as well as extensive relevant experience in the commercial real estate industry. Mr. Chase’s legal background provides our
board with leadership and consensus-building skills on a variety of matters, including corporate governance.

 
 Steven Pearson, age 68, has served as one of our independent directors since September 2007. He is the Executive Vice President, Chief Strategy

Officer and a director for DAUM Commercial Real Estate. Mr. Pearson has been with DAUM since June 1997 and serves as a key executive responsible for the
planning and execution of the company’s growth initiatives. Prior to his affiliation with DAUM, from July 1991 through May 1997, Mr. Pearson served as Senior
Vice President of Coldwell Banker Commercial Affiliates, where he oversaw the design, development, and delivery of all commercial resources for Coldwell
Banker.

 
Mr. Pearson’s background includes 15 years with CB Commercial in Denver, San Francisco and Newport Beach. During his tenure in Denver he was

active in the local chapter of the National Association of Industrial and Office Parks (NAIOP) and served as a market expert for several Urban Land Institute (ULI)
functions. In San Francisco, Mr. Pearson was a vice president for Coldwell Banker Investment Banking Services. In this capacity, he focused on the analysis of
recapitalization or disposition of larger real estate assets or asset portfolios of institutional owners - primarily industrial and office portfolios in Denver and
Southern California. In Newport Beach, Mr. Pearson worked as an investment specialist focusing primarily on the analysis and sale of mid-sized institutional
property for insurance companies, Savings and Loans, and the RTC. Mr. Pearson earned his Bachelor of Arts in Psychology from Stanford University and
earned his MBA in Marketing and Finance from the University of Colorado.
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For the following reasons, the board concluded that Mr. Pearson should serve as a director. Mr. Pearson brings to the board over 37 years of diverse

experience in commercial real estate, including experience in the areas of investment banking, brokerage, management and financing. His extensive
understanding of these aspects of industry provide the board with an invaluable resource for assessing and managing risks and planning corporate strategy. In
addition, Mr. Pearson provides an important perspective for the board’s discussions regarding our capital and liquidity needs.

 
John Mark Ramsey, age 45, is our Chief Executive Officer, President and a member of our board of directors, positions he has held since December

2011. Mr. Ramsey is also Chief Executive Officer and majority owner of our advisor, Sentio Investments, LLC (“Sentio Investments”), positions he has held since
its formation in December 2011. Between May 2007 and December 2011, Mr. Ramsey was an owner of, and served as the Chief Executive Officer of Servant
Healthcare Investments, LLC (“SHI”), which served as our sub-advisor from May 2008 through July 2011. During his tenures with Sentio Investments and SHI,
Mr. Ramsey has overseen all investment activity for these entities while also developing and maintaining relationships with leaders in the healthcare industry.

 
Prior to his role with SHI, Mr. Ramsey served for four years at CNL Retirement Properties, Inc. (“CNL”), now Health Care Property Investors, Inc.,

(NYSE: HCP), the nation’s largest real estate investment trust focusing exclusively on properties serving the healthcare industry. During his four years as an
executive at CNL, Mr. Ramsey served as a senior vice president and executive committee member. In this capacity, Mr. Ramsey managed the Investment
Group, and was responsible for implementing and executing the investment strategy in the senior housing and medical facilities’ sectors. During his tenure, CNL
closed on over 18,000,000 square feet and $3.1 billion, positioning it as the third largest healthcare REIT in the United States, which proved to be a key factor in
CNL’s successful merger with HCP.

 
Before joining CNL in 2003, Mr. Ramsey was co-founder and Senior Vice President of Development and Acquisitions for Superior Residences, Inc., a

regional developer and owner/operator of Senior Housing projects with responsibilities for all company development and acquisition activities. He also has
extensive investment advising experience, having been a Principal and Co-Founder of Weaver, Ramsey & Hershiser, a financial advisory firm specializing in
financial management. Prior to that, he served as an Investment Advisor to A.G. Edwards, where he implemented a total financial planning approach with his
clients. Mr. Ramsey is a Magna Cum Laude graduate of Florida State University, having earned dual degrees in finance and real estate.

 
 For the following reasons, the board concluded that Mr. Ramsey should serve as a director. As the Chief Executive Officer and President of the

Company, Mr. Ramsey is the only officer of the Company to sit on the board of directors. As such, Mr. Ramsey is well positioned to provide essential insight and
guidance to the board of directors from an inside perspective of the day-to-day operations of the Company. Furthermore, his experience and expertise in the
healthcare real estate sector and with the acquisition, ownership and operation of senior living facilities and medical facilities are key assets to our board of
directors

 
Ronald Shuck, age 68, has served as one of our independent directors since September 2008. Mr. Shuck was a shareholder with Moore Stephens

Lovelace, P.A, (MSL), an accounting firm, for 26 years until his retirement as a shareholder in July 2013. Mr. Shuck also helped to form Windermere Strategic
Partners, LLC, an organization that provides services to developers and owners of senior housing properties. Mr. Shuck has been providing services to the
senior housing and care industry for over 30 years. His comprehensive financial experience in the healthcare industry includes consulting with clients on
corporate governance, strategic planning, market risk and compiling and examining financial forecasts and projections. Mr. Shuck has written articles pertaining
to senior housing and care that have been published in various publications including The Wall Street Journal and Forbes Magazine. Mr. Shuck received his
Bachelor of Science in Accounting from Kent State University and his Masters in Accounting from the University of Central Florida. Mr. Shuck also serves on the
board of directors for the Florida Presbyterian Home (Lakeland CCRC), John Knox (Tampa CCRC), and Florida Argentum (a senior housing industry group).

 
For the following reasons, the board concluded that Mr. Shuck should serve as a director. Mr. Shuck brings a key combination of skills overlapping the

healthcare and real estate industries. His background and expert knowledge in the areas of corporate governance, risk assessment and strategic planning are
key assets to the board of directors. In addition, Mr. Shuck’s strong accounting credentials provide him with the skills and knowledge to serve effectively on our
audit and enterprise risk committee.

 
James Skorheim, age 64, has served as one of our independent directors since September 2007. He is a CPA, an attorney at law, a Certified Valuation

Analyst, a Certified Fraud Examiner and a Certified Forensic Accountant. Since 2005, he has served as a Principal of the firm Skorheim & Associates, an
accountancy corporation specializing in financial analysis and valuation in relation to commercial damages and losses. From 2000 to 2005, Mr. Skorheim was a
partner in the certified public accounting and business consulting firm of Moss Adams, LLP. Prior to that, he was a partner of Coleman & Grant and Deloitte &
Touche LLP.

 
Mr. Skorheim has testified in over one hundred business litigation cases at both the federal and state levels on a variety of business and financial issues.

He has also served as a mediator, arbitrator and accounting neutral in numerous matters. His professional background and experience includes the handling of
accounting, tax, financial and estate planning, business consulting, business valuation, risk management and commercial insurance claims services for both small
and Fortune 500 companies and their owners and executives. Mr. Skorheim serves as chairman of our audit and enterprise risk committee.

 
For the following reasons, the board concluded that Mr. Skorheim should serve as a director. Mr. Skorheim is an experienced forensic accountant and

certified valuation analyst with the requisite skills necessary to lead our audit and enterprise risk committee. His background in financial analysis and his
substantial experience in commercial real estate investment and operations make him a critical asset, both on our board of directors in general and as the
chairman of our audit and enterprise risk committee. Mr. Skorheim’s positions have provided him with a wealth of knowledge in dealing with a broad range of
financial and accounting matters.
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Peter Sundheim, age 30, has served as one of our KKR-selected directors and he was elected to be one of our directors and as a member of our

investment committee in November 2015 as a condition to the KKR Equity Commitment. Mr. Sundheim is currently employed by KKR as a Principal in its real
estate investment business. Mr. Sundheim joined KKR in 2010, and prior to KKR’s establishment of a dedicated real estate investment effort, Mr. Sundheim
worked in KKR’s corporate private equity business, as a member of the Media industry team. Prior to joining KKR, Mr. Sundheim was employed with KSL
Capital Partners, a hospitality and leisure focused private equity firm from 2008 to 2010. He holds bachelor’s degree, cum laude, from the University of
Pennsylvania. Mr. Sundheim was elected to be one of our directors, and a member of our investment committee, on November 5, 2015 as a condition of the KKR
Equity Commitment.

 
Board Leadership Structure

 
An independent director of the Company has served as chairman of our board of directors since August 2011. Currently, our board of directors is

comprised of (i) five independent directors, (ii) one director, John Mark Ramsey, who is affiliated with our advisor and who is also our Chief Executive Officer and
President, and (iii) two directors, Billy Butcher and Peter Sundheim, who are associated with KKR. Our board composition and the corporate governance
provisions set forth in our charter ensure strong oversight by independent directors. Each of the four standing committees of our board of directors is chaired by
an independent director and our audit, compensation and independent directors committees are comprised entirely of independent directors. As the current
chairman of the board of directors, Romeo Cefalo is responsible for chairing board meetings and meetings of stockholders, setting the agendas for board
meetings and providing information to the other directors in advance of meetings and between meetings. As Chief Executive Officer, Mr. Ramsey manages our
business under the direction of the board of directors and implements our policies as determined by the board of directors. The board of directors has not
established a formal policy, one way or the other, on whether the role of the chairman of the board and Chief Executive Officer should be separated. However,
the board of directors currently believes that maintaining a structure that separates the roles of the chairman of the board and Chief Executive Officer is the
appropriate leadership structure for the Company. We do not currently have a policy requiring the appointment of a lead independent director.

 
The Role of the Board of Directors in our Risk Oversight Process

 
Management is responsible for the day-to-day management of risks the Company faces, while the board of directors, as a whole and through its

committees, has responsibility for the oversight of risk management. The entire board regularly reviews information regarding the Company’s liquidity, credit,
operations and regulatory compliance, as well as the risks associated with each of these areas. The audit and enterprise risk committee oversees risk
management in the areas of financial reporting, internal controls and compliance with legal and regulatory requirements. The independent directors committee
manages risks associated with the independence of the board of directors and potential conflicts of interest involving our advisor and its affiliates. Although each
committee is responsible for evaluating certain risks and overseeing the management of such risks, the entire board of directors is regularly informed through
committee reports about such risks as well as through regular reports directly from officers responsible for oversight of particular risks within the Company.
 
Director Independence

 
Our charter contains detailed criteria for determining the independence of our directors and requires a majority of the members of our board of directors

to qualify as independent. The board of directors consults with our legal counsel to ensure that the board’s independence determinations are consistent with our
charter and applicable securities and other laws and regulations. Consistent with these considerations, after review of all relevant transactions or relationships
between each director, or any of his family members, and Sentio Healthcare Properties, our senior management and our independent registered public
accounting firm, the board of directors has determined that Romeo Cefalo, Barry Chase, Steven Pearson, Ronald Shuck and James Skorheim are independent,
and consequently the majority of our board of directors is comprised of independent directors. Furthermore, although our shares are not listed on a national
securities exchange, a majority of the members of our board of directors, and all of the members of our audit and enterprise risk committee, independent
directors committee and compensation committee are independent under the rules of the NASDAQ stock market.
 
Nomination of Candidates for Director Positions

 
We have determined that we are currently better served by having our full board of directors review and consider director nominations. As a result, we

currently have no nominating committee; however, pursuant to our charter, our independent directors are responsible for nominating replacements for vacancies
resulting from the departure of independent directors. The full board of directors currently participates in the consideration of all other director nominees, with the
exception of director nominees that are selected by the KKR Investor pursuant to the terms of the KKR Equity Commitment (the “KKR-selected Directors”).
Pursuant to an Investor Rights Agreement, dated February 10, 2013, among the Company, our operating partnership and the KKR Investor (the “Investor
Rights Agreement”), we agreed to nominate at each annual meeting of the Company’s stockholders, or special meeting of the Company’s stockholders called
for the purpose of electing directors of the Company, two KKR-selected nominees for director.

 
Furthermore, the Series C preferred stockholders, voting together as a separate class, are also entitled to elect the following number of directors to the

board of directors (the “Series C Preferred Stock Directors”) at any special or annual meeting of stockholders of the Company called for the purpose of
electing directors or at any special meeting of the holders of Series C preferred stock or by written consent in lieu thereof:

 
¨ if the board of directors is comprised of nine or fewer directors, the Series C preferred stockholders are entitled to elect two directors to the board of

directors;
 
¨ if the board of directors is comprised of ten or more directors, the Series C preferred stockholders are entitled to elect directors representing 30% of

the board of directors, rounded up to the nearest whole number; and
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¨ in addition to the rights described above, if and when dividends on the Series C preferred stock have not been declared and paid in full for at least

two consecutive dividend payment dates, the size of the board of directors will be automatically increased by two members, who shall be elected by
the Series C preferred stockholders voting together as a single class.

 
 In accordance with our obligation under the Investor Rights Agreement and the voting rights of the Series C preferred stockholders, our board of

directors has nominated Billy Butcher and Peter Sundheim for re-election as the two KKR-Selected Directors at our 2016 annual meeting of stockholders.
 
With the exception of the KKR-selected Directors, the board of directors identifies nominees by first evaluating the current members of the board willing

to continue in service. Current members of the board of directors with skills and experience that are relevant to our business and who are willing to continue in
service are considered for re-nomination. If any member of the board of directors up for re-election at an upcoming annual meeting of stockholders does not wish
to continue in service, the board of directors identifies the desired skills and experience of a new nominee, if the board of directors determines that it is
appropriate to replace the retiring member. The board of directors believes that potential directors should possess sound judgment, understanding of the
business issues affecting us, integrity and the highest personal and professional ethics. In searching for potential nominees, the board of directors (or the
independent directors, if the nomination is for a vacant independent director position) seeks directors who have extensive relevant business, management and
civic experience appropriate for assisting the board of directors to discharge its responsibilities. In the case of both incumbent and new directors, the board of
directors seeks persons who are able to devote significant time and effort to board and committee responsibilities. In addition, when selecting new nominees for
director positions, the board of directors seeks to develop and maintain a board that, as a whole, is strong in its collective knowledge and has a diversity of skills,
background and experience with respect to accounting and finance, management and leadership, vision and strategy, business operations, industry knowledge
and corporate governance.

 
With the exception of director candidates that are nominated and elected by the Series C preferred stockholders, voting as a separate class, the board of

directors will consider recommendations made by stockholders for director nominees who meet the criteria set forth above. In order to be considered for
nomination, recommendations made by stockholders must be submitted in accordance with the procedure set forth in the Company’s bylaws, and within the
timeframe required to request a proposal to be included in the proxy materials. See “Stockholder Proposals” below.
 
Meetings of the Board of Directors and Committees

 
During the year ended December 31, 2015, the board of directors met five times. During 2015, each of our directors attended at least 75% of the total

number of meetings of the board of directors. In addition, each director attended at least 75% of the total number of meetings of any committee on which he
served during 2015. We encourage our directors to attend our annual meetings of stockholders and all of them were present in person at our 2015 annual
meeting of stockholders. Our entire board of directors considers all major decisions concerning our business, including any property acquisitions. However, our
board of directors has established committees so that certain functions can be addressed in more depth than may be possible at a full board meeting. The board
of directors has established four permanent committees: the audit and enterprise risk committee, the independent directors committee, the compensation
committee and the investment committee.

 
Audit and Enterprise Risk Committee
 
The audit and enterprise risk committee selects the independent public accountants to audit our annual financial statements, reviews the plans and

results of the audit engagement with the independent public accountants, approves the audit and non-audit services provided by the independent public
accountants, reviews the independence of the independent public accountants, considers the range of audit and non-audit fees and reviews the adequacy of our
internal accounting controls. The current members of the audit and enterprise risk committee are James Skorheim (Chairman), Steven Pearson and Ronald
Shuck. Steven Pearson was appointed to the audit and enterprise risk committee in March 2015. The board of directors has determined that James Skorheim,
who is an independent director, satisfies the SEC’s requirements for an “audit committee financial expert.” During the year ended December 31, 2015, the audit
and enterprise risk committee met four times. The audit and enterprise risk committee has adopted a charter, which was included as Appendix A to our proxy
statement related to our 2015 annual meeting of stockholders.

 
Independent Directors Committee
 
In order to reduce or eliminate certain potential conflicts of interest, a majority of our “independent directors,” that is, the directors who are not affiliated

with our advisor or our other sponsors and who otherwise meet the criteria for independence set forth in our charter, approves all transactions between us and
our advisor or its affiliates. See “Certain Transactions with Related Persons” below for a discussion of the transactions considered and approved by our
independent directors committee since the beginning of 2014. Our independent directors are authorized to retain their own legal and financial advisors at our
expense and are empowered to act on any matter permitted under Maryland law, provided that a majority of our independent directors determine that the matter
at issue is such that the exercise of independent judgment by our advisor could reasonably be compromised. Any conflict-of-interest matters that cannot be
delegated to a committee under Maryland law must be acted upon by both the board of directors and a majority of our independent directors. During the year
ended December 31, 2015, the independent directors committee met two times. The current members of the independent directors committee are Romeo
Cefalo (Chairman), Barry Chase, Steven Pearson, Ronald Shuck and James Skorheim.
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Compensation Committee
 
Our compensation committee discharges the board’s responsibilities relating to compensation of our executives and our directors. The compensation

committee is responsible for administering equity-based awards, if any, to our advisor, selected employees of our advisor and its directors, officers and affiliates
based upon recommendations from our advisor and setting the terms and conditions of such awards in accordance with our Employee and Director Incentive
Stock Plan, which we describe further below. Our compensation committee also has authority to amend the Employee and Director Long-Term Incentive Plan or
create other incentive compensation and equity-based plans. During the year ended December 31, 2015, the compensation committee did not meet. The
current members of the compensation committee are Romeo Cefalo (Chairman) and James Skorheim. The compensation committee has adopted a charter,
which was included as Appendix B to our proxy statement related to our 2015 annual meeting of stockholders.

 
Investment Committee
 
Our investment committee’s basic responsibility is to review the real estate investments proposed to be made by us, including investments in real estate

through joint ventures, and to confirm that the real estate investments selected by our advisor are consistent with the investment limitations set forth in our
charter and consistent with our acquisition policies, our primary investment focus, property selection criteria and conditions to closing. Our investment committee
must consist of at least three directors, a majority of whom are independent directors. During the year ended December 31, 2015, the investment committee met
three times. The current members of the investment committee are Steven Pearson (Co-Chairman), Ronald Shuck (Co-Chairman), Billy Butcher, Romero Cefalo,
Barry Chase, John Mark Ramsey, James Skorheim and Peter Sundheim.
 
Communication with Directors

 
We have established procedures for stockholders or other interested parties to communicate directly with our board of directors. Such parties can

contact the board of directors by mail at: Chairperson of the Audit and Enterprise Risk Committee of Sentio Healthcare Properties, Inc., 189 South Orange Ave.,
Suite 1700, Orlando, Florida 32801. The chairperson of the audit and enterprise risk committee will receive all communications made by this means.
 
Code of Business Conduct and Ethics

 
Our board of directors has adopted a Code of Business Conduct and Ethics that is applicable to all members of our board of directors and our executive

officers. The Code of Business Conduct and Ethics can be accessed through our website: www.sentiohealthcareproperties.com. If, in the future, we amend,
modify or waive a provision in the Code of Business Conduct and Ethics, we may, rather than filing a Current Report on Form 8-K, satisfy the disclosure
requirement by posting such information on our website.

 
Executive Officers

 
The following individuals serve as of our executive officers:

 
John Mark Ramsey is our Chief Executive Officer and President. Biographical information for Mr. Ramsey is set forth above.
 
Sharon Kaiser, age 71, is our Chief Financial Officer, Treasurer and Secretary, positions she has held since October 2006, November, 2011 and July

2010, respectively. Ms. Kaiser has overall responsibility for our finance and accounting. Ms. Kaiser served as our President from May 25, 2011 to December 16,
2011. Effective January 1, 2012, Ms. Kaiser was also appointed Chief Financial Officer of our advisor.

 
From July 2005 to December 2011, Ms. Kaiser served as the Chief Financial Officer for a number of entities affiliated with Cornerstone Ventures, Inc.,

the sponsor of our former advisor, including three publicly registered, non-traded real estate funds. Prior to joining the Cornerstone group, Ms. Kaiser was
Director of Financial Operations for Westfield America, Inc., an owner, manager and developer of regional shopping centers and the American subsidiary of a
large retail REIT listed on the Australian stock exchange. Previously, Ms. Kaiser served as Chief Financial Officer of The StayWell Company, then a subsidiary of
Vivendi Universal and as Chief Financial Officer and Senior Vice President of HemaCare Corporation, a publicly traded biomedical company. Her responsibilities
have included strategic planning and acquisition due diligence and integration as well as financial accounting and reporting, investor relations and human
resources. Ms. Kaiser holds a Bachelor of Science degree in Business Administration from the University of Southern California and is a Certified Public
Accountant.
 
Executive Officer Compensation
 

We have no employees and our executive officers do not receive compensation directly from us for services rendered to us. During 2015, John Mark
Ramsey and Sharon Kaiser served as our executive officers and were also officers and employees of our advisor. Mr. Ramsey and Ms. Kaiser were
compensated by our advisor, in part, for services that they provided to us. Pursuant to the terms of the advisory agreements in effect with our advisor during
2015, we were not required to reimburse our advisor for any personnel costs incurred by our advisor related to its employees, including any compensation paid
by our advisor to Mr. Ramsey and Ms. Kaiser. A description of the nature and amounts of fees that we paid to our advisor during 2015 is found under “Certain
Transactions With Related Persons.”
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Director Compensation
 

If a director is also one of our executive officers, we do not pay any compensation for services rendered as a director. The amount and form of
compensation payable to directors who are neither our executive officers nor affiliates of our advisor (such directors are “outside directors”) for their service to us
is determined by our board of directors, based upon information provided by our advisor. Mr. Ramsey, who manages and controls our advisor, is involved in
advising on the compensation to be paid to our outside directors.

 
We have provided below certain information regarding compensation paid to our directors during the year ended December 31, 2015.
 

Name  
Fees Earned or

Paid in Cash ($) (1)  
Stock Awards

($)   
All Other

Compensation   Total ($)  
Billy Butcher   32,500   —   —   32,500 
Romeo Cefalo   36,250   —   —   36,250 
Barry Chase   39,750   —   —   39,750 
Daniel A. Decker (2)   25,250           25,250 
Steven Pearson   37,500   —   —   37,500 
John Mark Ramsey (3)   —   —   —   — 
Ronald Shuck   40,250   —   —   40,250 
James Skorheim   38,750   —   —   38,750 
Peter Sundheim (4)   6,000           6,000 
 

(1) Includes fees paid in 2016 for services rendered in 2015.
(2) Resigned position as a director of the Company effective September 28, 2015.
(3) Directors who are either (i) our executive officers, or (ii) affiliated with our advisor, do not receive compensation for services rendered as a director.
(4) Appointed to the board of directors effective November 5, 2015.

 
We pay each of our outside directors for attending board and committee meetings as follows:
 

¨ $4,500 per regular board meeting attended in person or by teleconference. We expect to hold four regular meetings per year.
 

¨ $750 per special board meeting attended in person or by teleconference. The special board meeting fee will apply to any board meeting
called by our officers that is not a regular board meeting.

 
¨ $1,000 per committee meeting attended.

 
¨ An additional committee chair fee of $500 per meeting for the chair of the audit committee.

 
¨ An additional committee chair fee of $250 per meeting for the respective chairs of the compensation, investment and independent directors

committees.
 
All directors receive reimbursement of reasonable out-of-pocket expenses incurred in connection with attendance at meetings of the board of directors

and committees.
 
Equity-Based Compensation

 
We have adopted an Employee and Director Long-Term Incentive Plan to (i) provide incentives to individuals chosen to receive share-based awards

because of their ability to improve operations and increase our profits; (ii) encourage selected persons to accept or continue employment with us or our advisor
or one of our other affiliates; and (iii) increase the interest of our independent directors in our welfare through their participation in the growth in the value of our
common stock. The total number of shares of common stock we have reserved for issuance under the Employee and Director Long-Term Incentive Plan is equal
to 10% of our outstanding shares at any time. No awards have been granted under the plan. Our Employee and Director Long-Term Incentive Plan was
approved prior to the commencement of our public offering by our board of directors and initial stockholder.
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OWNERSHIP OF EQUITY SECURITIES BY DIRECTORS AND EXECUTIVE OFFICERS

 
The following table sets forth information as of September 1, 2016, regarding the beneficial ownership of our common stock by each of our directors,

each of our named executive officers, and our directors and executive officers as a group.
 

Name of Beneficial Owner  

Amount and Nature
of Beneficial 
Ownership (1)   

Percentage 
of Class  

John Mark Ramsey   —   — 
Sharon Kaiser   —   — 
Billy Butcher   —   — 
Romeo Cefalo   —   — 
Barry Chase   —   — 
Steven Pearson   —   — 
Ronald Shuck   —   — 
James Skorheim   —   — 
Peter Sundheim         
   —   — 
All current directors and executive officers as a group (nine persons)   —   — 

 

 
(1) Beneficial ownership is determined in accordance with the rules of the SEC and generally includes voting or investment power with respect to securities and

shares issuable pursuant to options, warrants and similar rights held by the respective person or group that may be exercised within 60 days following
September 1, 2016.

 
OWNERSHIP OF EQUITY SECURITIES BY CERTAIN BENEFICIAL OWNERS

 
The following table sets forth information as of September 1, 2016, regarding the beneficial ownership of the persons that are known to us to be the

beneficial owners of more than 5% of our common stock and Series C preferred stock, which constitute our two classes of voting securities. The percentage of
beneficial ownership is calculated based on 11,524,767 shares of common stock and 1,000 shares of Series C preferred stock outstanding as of September 1,
2016.

 

Name of Beneficial Owner  

Amount and
Nature

of Beneficial
Ownership of

Common
Stock (1)   

Percentage
of Class   

Amount and
Nature

of Beneficial
Ownership
of Series C
Preferred
Stock (1)   

Percentage
of Class  

Sentinel RE Investment Holdings LP (2)   15,830,938(3)  57.9%  1,000   100%
 

(1) Beneficial ownership is determined in accordance with the rules of the SEC and generally includes voting or investment power with respect to securities and
shares issuable pursuant to options, warrants and similar rights held by the respective person or group that may be exercised within 60 days following
September 1, 2016. None of the securities listed are pledged as security.

(2) These securities are held directly by Sentinel RE Investment Holdings LP. Sentinel RE Investment Holdings GP LLC is the general partner of Sentinel RE
Investment Holdings LP. KKR REPA AIV-1 L.P. is the managing member of Sentinel RE Investment Holdings GP LLC. KKR Associates REPA L.P. is the
general partner of KKR REPA AIV-1 L.P. KKR REPA GP LLC is the general partner of KKR Associates REPA L.P. KKR Fund Holdings L.P. is the sole
member of KKR REPA GP LLC. KKR Fund Holdings GP Limited is a general partner KKR Fund Holdings L.P. KKR Group Holdings L.P. is the sole
shareholder of KKR Fund Holdings GP Limited and a general partner of KKR Fund Holdings L.P. KKR Group Limited is the general partner of KKR Group
Holdings L.P. KKR & Co. L.P. is the sole shareholder of KKR Group Limited. KKR Management LLC is the general partner of KKR & Co. L.P. Messrs. Henry
R. Kravis and George R. Roberts are the designated members of KKR Management LLC. Each of Sentinel RE Investment Holdings GP LLC, KKR REPA
AIV-1 L.P., KKR Associates REPA L.P., KKR REPA GP LLC, KKR Fund Holdings L.P., KKR Fund Holdings GP Limited, KKR Group Holdings L.P., KKR
Group Limited, KKR & Co. L.P., KKR Management LLC, and Messrs. Kravis and Roberts may be deemed to be the beneficial owner of the securities held by
Sentinel RE Investment Holdings LP.

(3) Represents Series B Preferred Units of our operating partnership. Subject to the terms of the Second Amended and Restated Limited Partnership
Agreement of our operating partnership, dated as of August 5, 2013, entered into by and among the Company, HPC LP TRS, LLC, and Sentinel RE
Investment Holdings LP, Sentinel RE Investment Holdings LP has the right to convert 1,586,260 Series B Preferred Units into 15,830,938 common units of
our operating partnership, which are then exchangeable for shares of our common stock on a one-for-one basis.
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Section 16(a) Beneficial Ownership Reporting Compliance

 
Section 16(a) of the Securities Exchange Act of 1934, as amended (the “ Exchange Act”), requires each director, officer and individual beneficially

owning more than 10% of a registered security of us to file initial statements of beneficial ownership (Form 3) and statements of changes in beneficial ownership
(Forms 4 and 5) of common stock of us with the SEC. Based solely upon our review of copies of these reports filed with the SEC and written representations
furnished to us by our officers and directors, we believe that all of the persons subject to the Section 16(a) reporting requirements filed the required reports on a
timely basis with respect to the year ended December 31, 2015.
 
Equity Compensation Plan Information

 
The following table provides summary information about securities issuable under our equity compensation plans.
 

Plan category  

Number of securities
to be issued upon exercise

of outstanding options,
warrants, and rights   

Weighted average
exercise price of

outstanding options,
warrants, and rights   

Number of securities 
remaining available for
future issuance under 
equity compensation plans 

Equity compensation plans approved by security holders   —  $ —   (1)
Equity compensation plans not approved by security holders   —   —   — 

Total   —   —   (1)
 

(1) The number shares authorized for issuance pursuant to the Employee and Director Long-Term Incentive Plan is equal to 10% of our outstanding stock at any
time. As discussed above under the heading “Certain Information About Our Management – Equity-based Compensation ,” no awards have been granted
under the plan.

 
AUDIT AND ENTERPRISE RISK COMMITTEE REPORT

 
The Audit and Enterprise Risk Committee oversees our financial reporting process on behalf of the Board of Directors. Management has the primary

responsibility for the financial statements and the reporting process, including the system of internal controls.
 
In this context, the Audit and Enterprise Risk Committee has met and held discussions with management and the independent registered public

accounting firm regarding the fair and complete presentation of our results. The Audit and Enterprise Risk Committee has discussed significant accounting
policies applied by us in our financial statements, as well as alternative treatments. Management represented to the Audit and Enterprise Risk Committee that our
consolidated financial statements were prepared in accordance with generally accepted accounting principles, and the Audit and Enterprise Risk Committee has
reviewed and discussed the consolidated financial statements with management and the independent registered public accounting firm. The Audit and
Enterprise Risk Committee discussed with the independent registered public accounting firm matters required to be discussed by Statement on Auditing
Standards No. 61, as amended (AICPA, Professional Standards, Vol. 1. AU section 380), as adopted by the Public Company Accounting Oversight Board in
Rule 3200T.

 
In addition, the Audit and Enterprise Risk Committee has discussed with the independent registered public accounting firm its independence from us and

our management, including the matters in the written disclosures and the letter from the independent registered public accounting firm required by the applicable
requirements of the Public Company Accounting Oversight Board regarding the accountant’s communications with the audit and enterprise risk committee
concerning independence. The Audit and Enterprise Risk Committee also has considered whether the independent registered public accounting firm’s provision
of non-audit services to us is compatible with its independence. The Audit and Enterprise Risk Committee has concluded that the independent registered public
accounting firm is independent from us and our management.

 
The Audit and Enterprise Risk Committee discussed with our independent registered public accounting firm the overall scope and plans for its audit. The

Audit and Enterprise Risk Committee meets with the independent registered public accounting firm, with and without management present, to discuss the results
of its examination, the evaluation of our internal controls, and the overall quality of our financial reporting.

 
In reliance on the reviews and discussions referred to above, the Audit and Enterprise Risk Committee recommended to the Board of Directors, and the

Board of Directors has approved, that the audited financial statements be included in our Annual Report on Form 10-K for the fiscal year ended December 31,
2015, for filing with the SEC. The Audit and Enterprise Risk Committee has selected our independent registered public accounting firm. The following directors,
who constitute the Audit and Enterprise Risk Committee, provide the foregoing report.

 
March 22, 2016 The Audit and Enterprise Risk Committee of the Board of Directors
 James Skorheim (Chairman), Steven Pearson and Ronald Shuck
 
The foregoing report shall not be deemed incorporated by reference by any general statement incorporating by reference this proxy statement into any filing
under the Securities Act of 1933, as amended, or under Exchange Act, except to the extent that we specifically incorporate this information by reference, and
shall not otherwise be deemed filed under such Acts.
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INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

 
KPMG LLP (“KPMG”) audited our financial statements for the years ended December 31, 2015 and December 31, 2014. KPMG reports directly to our

audit and enterprise risk committee. One or more representatives of KPMG have been invited and are expected to be present at the 2016 annual meeting of
stockholders. They will have an opportunity to make a statement if they desire to do so and will be available to respond to appropriate questions.

 
The audit and enterprise risk committee reviewed the audit and nonaudit services performed by KPMG, as well as the fees charged by KPMG for such

services. In its review of the nonaudit service fees, the audit and enterprise risk committee considered whether the provision of such services was compatible
with maintaining the independence of KPMG.

 
The following table presents the aggregate fees billed to us for the years ended December 31, 2015 and 2014 by our principal accounting firm:
 

Services  2015   2014  

Audit Fees (1)  $ 292,000  $ 332,100 
Audit-Related Fees(2)   40,000   87,350 
Tax Fees   —   — 
All Other Fees   —   — 

Total  $ 332,000  $ 419,450 

 
(1) Audit fees billed in 2015 and 2014 consisted of the audit of our annual consolidated financial statements, a review of our quarterly consolidated

financial statements, and statutory and regulatory audits, consents and other services related to filings with the SEC.
 
(2) Audit-related fees billed in 2015 and 2014 consisted of statutory and regulatory audits and financial accounting and reporting consultations.
 

The audit and enterprise risk committee pre-approves all auditing services and permitted non-audit services (including the fees and terms thereof) to be
performed for us by our independent auditor, subject to the de minimis exceptions for non-audit services described in Section 10A(i)(1)(B) of the Exchange Act
and the rules and regulations of the SEC which are approved by the audit and enterprise risk committee prior to the completion of the audit. All services rendered
by our independent registered public accounting firms for the years ended December 31, 2015 and 2014 were pre-approved in accordance with the policies and
procedures described above.

 
CERTAIN TRANSACTIONS WITH RELATED PERSONS

 
The independent directors committee has reviewed the material transactions between our related persons and us during our most recently completed

fiscal year, as well as any such currently proposed transactions. Based upon the independent directors committee’s review of these transactions and of the fees
paid to affiliates of the Company during this period, the independent directors committee believes that all of the transactions have been fair and reasonable to
the Company and on terms and conditions not less favorable to us than those available from unaffiliated third parties. Set forth below is a description of such
transactions and our policy regarding the review and approval of transactions involving affiliates.
 
Transactions with Related Persons

 
Advisory Relationship with Sentio Investments during 2015
 
Throughout 2015 we were party to an advisory agreement with our advisor, Sentio Investments, LLC, which initially became effective on January 1, 2012

and was renewed for additional one-year terms commencing on January 1, 2013, January 1, 2014, January 1, 2015 and January 1, 2016 however, as discussed
below under the heading “Transition Agreement” certain provisions of the advisory agreement have been amended as a result of the execution on February 10,
2013 of a Transition to Internal Management Agreement which was subsequently amended in April 2014 and February 2015 (as amended, the “Transition
Agreement”) with our advisor.

 
John Mark Ramsey, our Chief Executive Officer, President and a member of our board of directors, is also the Chief Executive Officer and majority owner

of our advisor. Sharon Kaiser, our Chief Financial Officer, Treasurer and Secretary, is also an executive officer and an employee of our advisor.
 
Pursuant to the provisions of the advisory agreement, our advisor, is responsible for managing, operating, directing and supervising the operation of our

company and its assets. Generally, our advisor is responsible for providing us with (i) property acquisition, disposition and financing services, (ii) asset
management and operational services, including real estate services and financial and administrative services, (iii) stockholder services, and (iv) in the event we
conduct a public offering of our securities, offering-related services. Our advisor is subject to the supervision and ultimate authority of our board of directors and
has a fiduciary duty to our company and its stockholders.
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The fees and expense reimbursements payable or paid to Sentio Investments under the advisory agreement, and subject to the terms of the Transition

Agreement, as discussed below under the heading “Transition Agreement,” are described below.
 
Offering Stage Fees and Expenses:
 
¨ If our board of directors determines that it is advisable and in our best interests to conduct an offering of our securities, Sentio Investments will be

responsible for managing and supervising such offering activities and will be entitled to be reimbursed for organizational and offering costs paid by
Sentio Investments on our behalf from the proceeds of such offering. Organizational and offering costs consist of all expenses (other than sales
commissions and the dealer manager fees) to be paid by us in connection with our offerings, including our legal, accounting, printing, mailing and
filing fees, charges of our escrow holder and other accountable offering expenses. However, Sentio Investments would be required to reimburse us
to the extent that our organization and offering expenses are in excess of 15% of gross offering proceeds at the conclusion of such offering. During
the year ended December 31, 2015, and the six months ended June 30, 2016, Sentio Investments incurred no organization and offering expenses
on our behalf.

 
Acquisition and Operating Stage Fees and Expenses :
 
¨ Subject to the limitation on fees agreed to in the Transition Agreement, we are obligated to pay Sentio Investments acquisition fees in an amount

equal to 1.0% of the sum of the amount actually paid or allocated to the purchase, development, construction or improvement of an investment,
inclusive of the acquisition expenses associated with such investment, and the amount of any debt attributable to such investment. With respect to
acquisitions made through a joint venture in which the Company is a co-venturer, the acquisition fee payable to Sentio Investments will be equal to
1.0% of the Company’s allocable portion of the amount actually paid or allocated to the purchase, development, construction or improvement of the
investment, inclusive of the acquisition expenses associated with such investment, and the Company’s allocable portion of any debt attributable to
such investment. An acquisition fee will be payable to Sentio Investments at the time we acquire the related investment. In addition, we are required
to reimburse Sentio Investments for direct costs Sentio Investments incurs and pays to third parties in connection with the selection and acquisition
of potential investments, whether or not we ultimately acquire them. During the year ended December 31,2015, Sentio Investments earned
approximately $1.4 million of acquisition fees from us and incurred no acquisition expenses on our behalf. No acquisition fees or expenses were
paid to Sentio Investments or incurred on our behalf, respectively, for the six months ended June 30, 2016.

 
¨ We are not required to reimburse Sentio Investments or its affiliates for any of their costs or expenses that are not directly attributable to our

business, including without limitation (i) any personnel costs incurred by Sentio Investments to its employees, and (ii) any costs related to Sentio
Investments’ rent, utilities and general overhead. We are responsible for paying directly or reimbursing Sentio Investments for costs that are directly
attributable to our business.

 
¨ Under the advisory agreement, Sentio Investments must restrict total operating expenses for the preceding four consecutive fiscal quarters, as

determined at the end of each fiscal quarter, to the greater of 2% of the Company’s Average Invested Assets (as defined in the advisory agreement)
or 25% of the Company’s net income for such period (the “2%/25% Guidelines”), unless the independent directors committee determines that a
higher level of expenses is justified, based on unusual and non-recurring factors which it deems sufficient. If the independent directors committee
does not approve such excess as being so justified, the advisory agreement and our charter require that any amount in excess of the 2%/25
Guidelines (an “Excess Amount”) paid to Sentio Investments during a fiscal quarter shall be repaid to us. For the four quarters ended June 30,
2016, and December 31, 2015, our management fees and expenses and operating expenses did not exceed the greater of 2% of our average
invested assets and 25% of our net income.

 
¨ Subject to compliance with the 2%/25% Guidelines and the limitation on fees agreed to in the Transition Agreement, we are obligated to pay Sentio

Investments a financing coordination fee for services rendered by Sentio Investments in connection with the refinancing of any of our debt
obligations in an amount equal to 0.5% of the gross amount of any such refinancing, provided however, that Sentio Investments will not be entitled
to a financing coordination fee in connection with the refinancing of debt obligations secured by any particular asset that was subject to a refinancing
in connection with which Sentio Investments received a financing coordination fee within the immediately preceding three year period. Any such
financing coordination fee is payable to Sentio Investments upon the closing of the related refinancing. During the year ended December 31, 2015,
Sentio Investments earned no financing coordination fees from us. Sentio Investments earned no financing coordination fees from us for the six
months ended June 30, 2016.

 
¨ Subject to compliance with the 2%/25% Guidelines and the limitation on fees agreed to in the Transition Agreement, we are obligated to pay Sentio

Investments a monthly asset management fee in an amount equal to one-twelfth of 1.0% of our assets under management, calculated on a monthly
basis as of the last day of each month. Additionally, subject to compliance with the 2%/25% Guidelines and the limitation on fees agreed to in the
Transition Agreement, with respect to fiscal quarters in which distributions declared to stockholders and cash available for distribution for such fiscal
quarter are each at least $0.125 per share, we are also obligated to pay Sentio Investments a quarterly bonus asset management fee equal to the
lesser of (i) one-fourth of 0.15% of our assets under management, calculated on a quarterly basis as of the last day of the quarter, or (ii) $150,000.
During the year ended December 31, 2015, Sentio Investments earned approximately $5.5 million of asset management fees from us. For the six
months ended June 30, 2016, Sentio Investments earned approximately $2.7 million of asset management fees from us.
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¨ Subject to the limitation on fees agreed to in the Transition Agreement, if we retain Sentio Investments or one of its affiliates to manage or lease any

of our properties, we will pay Sentio Investments or such affiliate a market-based fee in accordance with a separately negotiated property
management, leasing and development agreement to be approved by the independent directors committee, which agreement may provide for fees
similar to what other management or leasing companies generally charge for the management or leasing of similar properties, and which may
include reimbursement for the costs and expenses Sentio Investments or its affiliates incurs in managing or leasing our properties. During the year
ended December 31 2015, and the six months ended June 30, 2016, we did not pay any property management, leasing or development fees to
Sentio Investments.

 
Listing/Liquidation Stage Fees and Expenses :
 
¨ Subject to the limitation on fees agreed to in the Transition Agreement, if Sentio Investments or one of its affiliates provides a substantial amount of

the services (as determined by a majority of our directors, including a majority of our independent directors committee) in connection with the sale of
one or more of our properties, other than a sale in connection with a transaction in which we sell, grant, convey or relinquish our ownership of all or
substantially all of our assets, we would be required to pay Sentio Investments or such affiliate at closing a disposition fee equal to the lesser of (i)
1.0% of the sales price of such property or properties, or (ii) one-half of the competitive real estate commission in light of the size, type and location
of the property. The disposition fee may be paid in addition to real estate commissions paid to non-affiliates, provided that the total real estate
commissions (including such disposition fee) paid to all persons by us for each property shall not exceed an amount equal to the lesser of (i) 6.0% of
the aggregate contract sales price of each property or (ii) the competitive real estate commission for each property. During the year ended December
31, 2015, Sentio Investments earned no disposition fees from us. For the six months ended June 30, 2016, Sentio Investments earned no
disposition fees from us.

 
¨ As described in further detail below under “ Transition Agreement” under certain circumstances, Sentio Investments may be entitled to incentive fee

amounts upon a listing or liquidation of the Company, or upon a termination of the advisory agreement. During the year ended December 31, 2015,
and the six months ended June 30, 2015, we did not pay any incentive fees to Sentio Investments related to listing or liquidation of the Company, or
a termination of the advisory agreement.

 
Fee Credit
 
Sentio Investments may advise other owners or prospective owners of assets in the healthcare sector and earn fees for such efforts. However, in the

event that a third party owner contracts with Sentio Investments for the provision of advisory services, Sentio Investments will be required to reduce the fees that
we pay pursuant to the advisory agreement as follows: (A) if the contractual fees to be paid by such third party owner to Sentio Investments are, on a
percentage basis, greater than or equal to 90% of the corresponding or analogous fees charged to us, then Sentio Investments will reduce the amount of fees
charged to us by a dollar amount equal to 50% of the corresponding or analogous fees actually paid to Sentio Investments by such third party owner; and (B) if
the contractual fees to be paid by such third party owner to Sentio Investments are, on a percentage basis, less than 90% of the corresponding or analogous
fees charged to us, then Sentio Investments will reduce the dollar amount of fees charged to us by an amount equal to 25% of the corresponding or analogous
fees actually paid to Sentio Investments to such third party owner.

 
Term and Termination

 
The advisory agreement with Sentio Investments has a one-year term, which may be renewed for an unlimited number of successive one-year terms

upon mutual consent of the parties, subject to the terms of the Transition Agreement. The advisory agreement may be terminated by us or by Sentio Investments
without cause and without penalty upon 60 days written notice to the other party. Either party may terminate the agreement immediately in the event that the
other party (i) commences bankruptcy or similar insolvency proceedings, or (ii) commits a material breach of the agreement which is not cured within 30 days
after written notice from the non-breaching party, or which the non-breaching party reasonably determines cannot be cured within 30 days.
 

Transition Agreement
 

As further described below under “ KKR Equity Commitment ,” on February 10, 2013 (the “Commitment Effective Date ”), we entered into a series of
agreements with the KKR Investor for the purpose of obtaining capital to finance future investment opportunities. One of the agreements entered in connection
with the KKR Equity Commitment was the Transition Agreement with Sentio Investments and the KKR Investor. The Transition Agreement sets forth the terms
for our transition from our current externally-advised structure to an internal management structure. The Transition Agreement provides that the existing external
advisory structure will remain in place upon substantially the same terms as currently in effect until February 10, 2017, subject to annual renewals of the
advisory agreement in accordance with the requirements of the Company’s governing documents, at the end of which time the advisory function will be
internalized in accordance with the Transition Agreement.
 

As noted above, Mr. Ramsey is the Chief Executive Officer and majority owner of Sentio Investments, and Ms. Kaiser is an executive officer and an
employee of Sentio Investments.
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The Transition Agreement limits the amount of the fees payable under our existing advisory agreement with Sentio Investments. Specifically,

notwithstanding the provisions of the advisory agreement, acquisition fees, financing coordination fees, asset management fees, property management and
leasing fees, and disposition fees payable under the advisory agreement are limited to an amount no more than (1) $3.2 million plus an excess amount of $3.2
million (the “Excess Fee Amount”) during the one-year period following the Commitment Effective Date, and (2) $3.2 million plus any remaining portion of the
Excess Fee Amount during the period from the first to the second anniversary of the Commitment Effective Date. The maximum aggregate amount of such fees
payable to the advisor from the Commitment Effective Date through the second anniversary of the Commitment Effective Date under these limits was $9.6
million (the “Maximum Fee Amount”). Solely with respect to any fees earned by the advisor during the period from the first to the second anniversary of the
Commitment Effective Date in excess of the Maximum Fee Amount, such fees will be included in fees payable during the one-year period following the second
anniversary of the Commitment Effective Date, subject to a maximum amount of $1.0 million. For the one-year period from the second to the third anniversary of
the Commitment Effective Date, as well as for the one-year period from the third to the fourth anniversary of the Commitment Effective Date, the same limits will
apply to the aggregate fees the advisor can earn such that the aggregate amount of such fees payable to the advisor from the second anniversary to the fourth
anniversary of the Commitment Effective Date is equal to the Maximum Fee Amount. As of November 2015, the “Maximum Fee Amount” that could be earned
from February 10, 2013 to February 10, 2016 of $9.6 million had been met, and as of July 2016 the “Maximum Fee Amount” that could be earned from February
10, 2016 to February 10, 2017 of $3.2 million had been met.

 
The Transition Agreement also amends the advisory agreement to modify the terms of the subordinated incentive fees to which our advisor may be

entitled under certain circumstances. Specifically, the Transition Agreement provides for the following possible incentive amounts to be payable to our advisor:
 
¨ Subordinated Sales and Financings Promote . A subordinated sales and financings promote may be payable to the advisor upon a distribution to

holders of shares of our common stock outstanding as of the Commitment Effective Date (the “Legacy Common Shares”) resulting from a sale and
financing of one or more of our assets, which will be determined and paid as an amount of shares of common stock equal to the ratio of:

 
o 10% of the amount, if any, by which (A) the sum of (i) the number of Legacy Common Shares times the per share cash distributions to the

holders of the Legacy Common Shares in respect of cash from sales and financings, plus (ii) the total amount of all previous dividends or
distributions paid on the Legacy Common Shares since the date of the inception of the Company’s initial public offering; exceeds (B) the
sum of (x) the total invested capital for the Legacy Common Shares and (y) the amount required to pay stockholders a 7% cumulative, non-
compounded return from inception of the Company’s initial public offering through the date of the closing of the applicable sale or financing
on the Legacy Common Shares;

 
over:
 
o the net asset value per share of common stock as of the closing of the applicable sale or financing (as defined in the Transition Agreement).

 
However, if the subordinated sales and financings promote is payable as the result of a sale of all or substantially all of the assets of the Company,
then the promote will be paid in cash rather than shares of common stock.

 
¨ Subordinated Internalization Promote. In connection with a termination of the advisory agreement upon consummation of an internalization, the

advisor may be entitled to a subordinated internalization promote determined and paid on the third anniversary of the Commitment Effective Date
(unless delayed in accordance with the Transition Agreement), in an amount consisting of the sum of:

 
o a cash payment equal to 40% of:

 
¨ 10% of the amount, if any, by which (A) the sum of (i) the number of Legacy Common Shares times the per share net asset value

on the determination date, plus (ii) the total amount of dividends or distributions paid on the Legacy Common Shares from date from
inception of the Company’s initial public offering through the determination date; exceeds (B) the sum of (x) the total invested
capital for the Legacy Common Shares and (y) the amount required to pay stockholders a 7% cumulative, non-compounded return
from inception of the Company’s initial public offering through the determination date on the Legacy Common Shares (such amount,
the “Subordinated Internalization Cash Amount”); and

 
o an amount of shares of common stock equal to the ratio of:
  

 ¨ 60% of the Subordinated Internalization Cash Amount;
 
over:
 

 ¨ the net asset value per share of common stock as of the determination date (as defined in the Transition Agreement).
 
However, in the event the common stock is listed on a national stock exchange as of the determination date, the amount of the subordinated
internalization promote will be determined by reference to the market value of a share of common stock (as defined in the Transition Agreement),
rather than the net asset value. Furthermore, the amount of the subordinated internalization promote will be reduced by the amount of any
subordinated sales and financings promote previously earned by our advisor.
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 ¨ Subordinated Performance Fee Due Upon Termination. If (1) we terminate the advisory agreement prior to an internalization for any reason other

than a material breach by the advisor, (2) the advisory agreement is not renewed (other than in connection with an internalization) because we are
unwilling to renew the agreement on substantially similar terms, or (3) the advisor terminates the advisory agreement prior to an internalization
because of a material breach by us, then, we will pay the advisor a subordinated performance fee due upon termination, payable in the form of a
promissory note bearing simple interest at a rate of 5% per annum, in a principal amount equal to:

 
o 10% the amount, if any, by which (A) the sum of (i) the product of the Legacy Common Shares times the per share net asset value at the

termination date and (ii) total distributions (excluding any stock dividend and distributions paid on shares of common stock redeemed by the
Company) paid on the Legacy Common Shares through the termination date, exceeds (B) the sum of (i) the total invested capital for the
Legacy Common Shares and (ii) the total distributions required to be made to the Legacy Common Shares in order to pay stockholders a 7%
cumulative, non-compounded return from inception of the Company’s initial public offering through the termination date;

  
o less any prior payment to our advisor of a subordinated sales and financings promote.

 
Upon the internalization date established pursuant to the Transition Agreement, we will acquire all of the advisor’s assets that are reasonably necessary

for the management and operation of our business (we refer to such a transaction as an internalization). On or prior to the internalization date, our advisor will
facilitate our efforts to hire the employees of the advisor. With respect to certain key persons, we will be required to enter into employment agreements based
upon market terms established in consultation with an independent compensation consultant. The Investor will have the right to consent to our hiring of all key
personnel. Upon an internalization or a Liquidation Event (as defined in the investor rights agreement entered in connection with the KKR Equity Commitment),
then our advisor will receive a fee in an amount that is the lesser of (i) $4.0 million or $3.0 million (depending on when the event occurs), and (ii) the remaining
portion of the $9.6 million maximum fee amount, if any, not previously paid to our advisor.

 
In connection with entering into the Transition Agreement, we and our advisor have generally agreed not to terminate the advisory agreement without the

prior consent of the KKR Investor.
 
KKR Equity Commitment

 
On February 10, 2013, we entered into a series of agreements, which have been amended at various points after February 10, 2013, with Sentinel RE

Investment Holdings LP (the “KKR Investor”), an affiliate of KKR, for the purpose of obtaining up to a $158.7 million of equity funding to be used to finance
investment opportunities (such investment and the related agreements, as amended, are referred to herein collectively as the “KKR Equity Commitment ”).
Pursuant to the KKR Equity Commitment, we could issue and sell to the Investor and its affiliates on a private placement basis from time to time over a period of
up to three years, up to $158.7 million in aggregate issuance amount of Series C preferred stock in the Company and Series B Preferred Units in the Operating
Partnership. As a result of the transactions contemplated by the KKR Equity Commitment, the Investor currently beneficially owns an aggregate of 15,830,938
shares of common stock of the Company, which represents, in the aggregate, approximately 57.9% of the outstanding shares of common stock as of September
1, 2015. No securities remain issuable under the Purchase Agreement.
 

The terms of the KKR Equity Commitment and the related agreements and securities are described in detail in our Current Reports on Form 8-K filed
with the SEC on February 12, 2013, April 10, 2014, December 30, 2014 and January 22, 2015, February 27, 2015, April 1, 2015, May 6, 2015 and September
7, 2016.

 
Billy Butcher, who has served as one of our directors since March 12, 2013 and was elected to be one of our directors in connection with, and as a

condition to, the execution of KKR Equity Commitment is an executive officer of Sentinel RE Investment Holdings GP LLC, which is the general partner of the
KKR Investor. Mr. Butcher is also employed by KKR as a Director in its Real Estate business.

 
Peter Sundheim who has served as one of our directors since November 5, 2015 was elected to be one of our directors in connection with, and as a

condition to, the execution of KKR Equity Commitment. Mr. Sundheim is also employed by KKR as a Principal in its Real Estate business.
 

REPORT OF THE INDEPENDENT DIRECTORS COMMITTEE
 
Review of our Policies
 
The independent directors committee of our board of directors has reviewed our policies and determined that they are in the best interest of our stockholders.
Set forth below is a discussion of the basis for that determination.
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Offering Policy
 
From June 2008 through May 2011, we conducted a public offering of our shares of common stock pursuant to a primary and distribution reinvestment plan
offering. At the termination of the offering period we had raised gross offering proceeds of approximately $132.3 million from the sale of approximately 13.2
million shares of common stock. The decision to cease our offering stage was prompted by uncertainty associated with our consideration of various strategic
alternatives to enhance value for stockholders. In October 2011, our independent directors committee concluded its analysis of strategic alternatives and
determined that the Company was well positioned as an investment program with a continued focus on healthcare real estate.
 
In June 2013, we registered up to $99 million of shares of common stock to be offered to our existing stockholders pursuant to an amended and restated
distribution reinvestment plan. As of December 31, 2015, we had raised gross offering proceeds of approximately $796,000 from the sale of approximately
70,000 shares of common stock. We expect to use substantially all of the net proceeds from the sale of shares under our distribution reinvestment plan for
general corporate purposes, including, but not limited to, reserves required by any financings of our investments; future funding obligations under any real estate
loans receivable we acquire; the acquisition of assets; the repayment of debt; and other cash uses related to our investments, such as making capital and tenant
improvements or paying leasing costs and commissions related to real property. We cannot predict with any certainty how much, if any, distribution reinvestment
plan proceeds will be available for specific purposes.
 
In February 2013, we executed the KKR Equity Commitment transaction, discussed in further detail above under the heading “KKR Equity Commitment ”
pursuant to which we issued preferred stock in us and preferred units our operating partnership in exchange for $158.7 million in equity capital for the acquisition
of healthcare related investments. As of December 31, 2015, we had committed the equity funding received pursuant to the KKR Equity Commitment and
invested the proceeds raised in our public offerings. For the year ended December 31, 2015, the costs of raising capital in our distribution reinvestment plan and
pursuant to the KKR Equity Commitment represented less than 1.0% of the capital raised.
 
Our board of directors, including all of our independent directors, continues to evaluate the market for healthcare related real estate acquisitions consistent with
our investment objectives and to the extent our board of directors determines it is in the best interest of our stockholders to obtain additional sources of capital for
the acquisition of additional investments we may raise additional offering proceeds.
 
Acquisition and Investment Policies
 
Our objective has been to acquire a long-term stabilized portfolio of real estate properties that consists of at least 50% core plus properties (fully stabilized
properties). We may also acquire value-added (properties that are not fully stabilized) and opportunistic properties (properties that require development or
redevelopment to achieve stabilization). And we may acquire more value-added and opportunistic properties than core plus properties, with a view to achieving a
more balanced portfolio of properties through a combination of development efforts, refinancing and subsequent acquisitions.
 
We have focused on acquiring and developing a portfolio of healthcare properties. Healthcare real estate includes a variety of products, including senior housing
facilities, medical office buildings, hospital facilities, skilled nursing facilities and outpatient centers. We currently operate in three business segments: senior
living operations, triple-net leased properties and medical office building properties. Currently the majority of our portfolio is concentrated in senior living
operations.
 
In 2015, 20% of the GDP of the United States, was spent on healthcare needs and the aging U.S. population is expected to continue to fuel the need for
healthcare services. According to the US Censes Department, the over age 65 population of the United States is projected to grow from 15% to 20% of the US
population between 2015 and 2025, with one in five US residents expected to be over 65 years old by 2025.
 
The healthcare real estate market remains fragmented with a largely local or regional focus, offering opportunities for consolidation and market dominance. We
believe that a diversified portfolio of healthcare property types minimizes risks associated with third-party payors, such as Medicare and Medicaid while allowing
us to capitalize on the favorable demographic trends described above.
 
Although we have focused on acquiring and developing a portfolio of healthcare properties and real estate-related assets, we may also invest in other real estate-
related assets that we believe may assist us meet our investment objectives. Our charter limits our investments in unimproved real property or mortgage loans
on unimproved real property to 10% of our total assets, but we are not otherwise restricted in the proportion of net proceeds from this offering that we must
allocate to investment in any specific type of property.
 
We believe that our current acquisition and investment policies continue to be in the best interests of our stockholders.
 
Borrowing Policy
 
Debt Financing. When we refer to debt financing, we are referring to all types of debt financing at fixed or variable interest rates or some combination of both.
For our stabilized core properties, our long-term goal is to use low to moderate levels of debt financing with leverage ranging from 50% to 65% of the value of
the asset. For the value-added and opportunistic properties, our goal is to acquire and develop or redevelop these properties using moderate to high levels of
debt financing with leverage ranging from 65% to 75% of the cost of the asset. We may exceed these debt levels on an individual property basis. Once these
value-added and opportunistic properties are developed, redeveloped and stabilized with tenants, we plan to reduce the levels of debt to fall within target debt
ranges appropriate for core properties. While we seek to fall within the outlined targets on a portfolio basis, for any specific property we may exceed these
estimates. While we do not expect to utilize debt financing in excess of 300% of our net assets (equivalent to 75% of the cost of our tangible assets), upon the
vote of a majority of our independent directors, we will be able to temporarily exceed this debt limitation. It is likely that our debt financing will be secured by the
underlying property, but it will not necessarily be the case each time. We may enter into interest rate protection agreements to mitigate interest rate fluctuation
exposure if we believe the benefit of such contracts outweigh the costs of purchasing these instruments.
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Other Indebtedness. We may also incur indebtedness for working capital requirements, tenant improvements, capital improvements, leasing commissions and, if
necessary, to make distributions, including those necessary to maintain our qualification as a REIT for federal income tax purposes. We will endeavor to borrow
such funds on an unsecured basis but we may secure indebtedness with properties if our independent directors committee determines that it is in our best
interests.

 
Our Advisor may also create an affiliated entity that will purchase properties using debt financing and hold them for us pending our ability to acquire the
properties at a low to moderate level of indebtedness. Any properties that we purchase from the affiliated acquisition holding company will meet our core
investment criteria and be approved by our independent directors committee. Our purchase price for the property would reflect the costs associated with holding
the property. In no event will we acquire the property at an amount in excess of its current appraised value as determined by an independent expert selected by
our independent directors not otherwise interested in the transaction.

 
Generally accepted accounting principles may require that the financial statements of the acquisition holding company be consolidated with our financial
statements. If this is the case, assets and liabilities of the acquisition holding company will be reflected on our balance sheet. If there is no requirement that the
acquisition holding company’s financial statements be consolidated with our financial statements, we may nevertheless be required to disclose information about
the transactions of the acquisition holding company as off-balance sheet arrangements under the rules of the Securities and Exchange Commission.
 
Our charter limits our borrowings to 300% of our net assets (equivalent to 75% of the cost of our tangible assets) unless the excess borrowing is approved by a
majority of our independent directors and is disclosed to our stockholders in our next quarterly report with an explanation from our independent directors of the
justification for the excess borrowing. There is no limitation on the amount we may borrow for the purchase of any single property; however, as noted above, we
will not borrow in excess of 300% of our net assets (equivalent to 75% of the cost of the asset) without the approval of our independent directors committee.
 
Disposition Policy
 
Our goal in selling properties is to achieve maximum capital appreciation, although we cannot guarantee that this objective will be realized. Our general policy is
to sell our properties for all cash. When we sell a property, we may, under limited circumstances, lend the purchaser a portion of the purchase price, provided
that the aggregate amount of all mortgage loans outstanding on the property, including the loan we may make to the purchaser, may not exceed 85% of the
appraised value of the property as determined by an independent appraiser, unless substantial justification exists. Our disposition policy provides us with the
flexibility to time and structure property sales in a manner that optimizes our investment return. For this reason, we believe the current disposition policy is in the
best interests of our stockholders.
 
Policy Regarding Operating Expenses
 
We are not required to reimburse our advisor or its affiliates for any of their costs or expenses that are not directly attributable to our business, including without
limitation (i) any personnel costs incurred by our advisor related to its employees, and (ii) any costs related to our advisor’s rent, utilities and general overhead.
We are responsible for paying directly or reimbursing our advisor for costs that are directly attributable to our business. Under our advisory agreement, our
advisor must restrict total operating expenses for the preceding four consecutive fiscal quarters, as determined at the end of each fiscal quarter, to the greater of
2% of the Company’s Average Invested Assets or 25% of the Company’s net income for such period (the “2%/25% Guidelines”), unless the independent
directors committee determines that a higher level of expenses is justified, based on unusual and non-recurring factors. The independent directors committee will
not approve any operating expenses (other than those determined to be justified based on unusual and non-recurring factors) if, in its reasonable discretion, the
independent directors committee determines that such operating expenses, considered together with operating expenses previously approved for the relevant
period, as well as estimated operating expenses for the remainder of the relevant period, would exceed the 2%/25% Guidelines. Operating expenses for the four
fiscal quarters ended December 31, 2015 did not exceed the charter-imposed limitation. For the four consecutive quarters ended December 31, 2015, total
operating expenses represented approximately 1.4% of our average invested assets and 18% of our net income before such operating expenses (both as
defined in the Guidelines), respectively.
 
Liquidation or Listing Policy
 
We believe it is in the best interest of our stockholders not to list our common shares on a national exchange at this time for the following reasons. First, our
board of directors, including all of our independent directors, continues to evaluate the market for healthcare related real estate acquisitions consistent with our
investment objectives and may determine that it is in the best interest of our stockholders to acquire additional investments. We believe that remaining unlisted
provides us increased flexibility to continue to raise new equity and purchase additional properties. Second, we believe it is currently more cost effective to remain
unlisted and utilize our external advisor at the present time than it would be to internalize all the resources necessary to operate a listed company. Third, our
shares were offered as a long-term investment. We believe that the ability to provide our stockholders with liquidity in the near-term is outweighed by the long-
term benefits of allowing the portfolio to mature. In making the decision of whether to apply for listing of our shares, our directors will try to determine whether
listing our shares or liquidating our assets will result in greater value for stockholders.
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Policy regarding Transactions with Affiliates
 
Our charter requires our independent directors committee to review and approve all transactions involving our affiliates and us. Prior to entering into a
transaction with an affiliate that is not covered by our advisory agreement with our advisor, a majority of the independent directors committee must conclude that
the transaction is fair and reasonable to us and on terms and conditions not less favorable to us than those available from unaffiliated third parties. Furthermore,
our independent directors committee must review at least annually our fees and expenses to determine that the expenses incurred are reasonable in light of our
investment performance, our net asset value, our net income and the fees and expenses of other comparable unaffiliated REITs. In addition, our Code of
Business Conduct and Ethics sets forth examples of types of transactions with related parties that would create conflicts of interest between the interests of our
stockholders and the private interests of the parties involved in such transactions. Our directors and officers are required to take all reasonable action to avoid
such conflicts of interest or the appearance of conflicts of interest. If a conflict of interest becomes unavoidable, our directors and officers are required to report
the conflict to a designated ethics contact, which, depending on the circumstances of the transaction, would be either our chief executive officer, chief financial
officer, or the chairman of our audit committee. The appropriate ethics contact is then responsible for working with the reporting director or officer to monitor and
resolve the conflict of interest in accordance with our Code of Business Conduct and Ethics.
 
Certain Transactions with Related Persons
 
The independent directors committee has reviewed the material transactions between our affiliates and us since the beginning of 2015, all of which were
approved in advance in accordance with our policy described above, and the terms of which are disclosed herein under the heading “Certain Transactions with
Related Persons.” Based upon our review of these transactions and of the fees paid to affiliates of the Company since the beginning of 2015, we believe that all
of the transactions have been fair and reasonable to the Company and on terms and conditions not less favorable to us than those available from unaffiliated
third parties.

 
March 23, 2016 The Independent Directors Committee of the Board of Directors

 
Romeo Cefalo (Chairman), Barry Chase, Steven Pearson,

Ronald Shuck and James Skorheim
  

ADDITIONAL INFORMATION
 
Stockholder Proposals

 
Any stockholder proposals for inclusion in our proxy materials for our 2017 annual meeting must be received by us no later than May 19, 2017. However,

if we hold our annual meeting before October 11, 2017 or after December 10, 2017, then stockholders must submit proposals from inclusion in our 2017 proxy
materials a reasonable time before we begin to print and send our proxy materials.

 
In addition, nominations by stockholders of candidates for director or proposals of other business by stockholders must be submitted in accordance with

our corporate bylaws. Our bylaws currently provide that, in order for a stockholder to bring any business or nominations before the annual meeting of
stockholders, certain conditions set forth in Section 2.12 of our bylaws must be complied with, including, but not limited to, delivery of notice, not less than 120
days nor more than 150 days prior to the first anniversary of the date of mailing of the notice for the preceding year’s annual meeting. Accordingly, under our
bylaws, a stockholder nomination or proposal intended to be considered at the 2017 annual meeting of stockholders must be received by us no earlier than April
19, 2016 and not later than May 19, 2016. Our Secretary will provide a copy of our bylaws upon written request and without charge.

 
We have adopted a process for stockholders to send communications to our board or directors. A description of the manner in which stockholders can

send such communications appears above under “Communication with Directors.”
 
Where You Can Find More Information

 
The SEC maintains a website that contains reports, proxies and information statements and other information regarding us and other issuers that file

electronically with the SEC at www.sec.gov. Our proxy statements, annual reports on Form 10-K, quarterly reports on Form 10-Q and current reports on Form 8-
K, as well as any amendments to those reports, are available free of charge through the SEC’s website. Stockholders may also read and copy materials that we
file with the SEC at the SEC’s Public Reference Room at 100 F Street, NE, Washington, DC 20549. Stockholders may obtain information on the operation of the
Public Reference Room by calling the SEC at 1-800-SEC-0330.
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OTHER MATTERS

 
We are not aware of any other matter to be presented for action at the annual meeting other than those identified in the Notice of Annual Meeting of

Stockholders and referred to in this proxy statement.
 

 BY ORDER OF THE BOARD OF DIRECTORS,
  
 John Mark Ramsey
 President and Chief Executive Officer
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EVERY STOCKHOLDER’S VOTE IS IMPORTANT

 
EASY VOTING OPTIONS:

 
 VOTE ON THE INTERNET

Log on to:
www.proxy-direct.com

or scan the QR code
Follow the on-screen instructions

available 24 hours
 

 VOTE BY TELEPHONE
Call 1-800-337-3503

Follow the recorded instructions
available 24 hours

 
 VOTE BY MAIL

Vote, sign and date your
Proxy Card and return it in the

postage-paid envelope
 

 VOTE IN PERSON
Attend Stockholders Meeting

Archer Hotel
3121 Palm Way, Austin, Texas, 78758

on November 10, 2016
 

Please detach at perforation before mailing.
 

PROXY SENTIO HEALTHCARE PROPERTIES, INC. PROXY
 ANNUAL MEETING OF STOCKHOLDERS – NOVEMBER 10, 2016  
  This Proxy is Solicited on Behalf of the Board of Directors  

 
The undersigned common stockholder of Sentio Healthcare Properties, Inc., a Maryland corporation (the “ Company”), hereby appoints John Mark Ramsey and
Sharon C. Kaiser, and each of them, the proxies of the undersigned with full power of substitution to vote at the Annual Meeting of Stockholders of the Company
to be held at the Archer Hotel, located at 3121 Palm Way, Austin, Texas, 78758, on November 10, 2016, at 10:00 a.m. local time, and at any adjournment or
adjournments thereof, with all the power which the undersigned would have if personally present, hereby revoking any proxy heretofore given. The undersigned
hereby acknowledges receipt of the proxy statement for the meeting and instructs the proxies to vote as directed on the reverse side.
 
The votes entitled to be cast by the common stockholder will be cast as directed by the stockholder. If this proxy is executed but no direction is
given, the votes entitled to be cast by the common stockholder will be cast “FOR” all nominees listed in Proposal 1a and in the discretion of the
proxy holder on any other matter that may properly come before the meeting or any adjournment or postponement thereof.

 
 VOTE VIA THE INTERNET: www.proxy-direct.com
 VOTE VIA THE TELEPHONE: 1-800-337-3503
    

  
 Note :  PLEASE SIGN EXACTLY AS YOUR NAMES(S) APPEAR(S) ON THIS

PROXY CARD.  When signing as custodian, attorney, executor, administrator,
Director, guardian, etc., please sign your title as such.  Joint owners should each
sign.  

 
  
  
 Signature

 
THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED ABOVE.
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EVERY STOCKHOLDER’S VOTE IS IMPORTANT
 

Important Notice Regarding the Availability of Proxy Materials for the Sentio Healthcare Properties, Inc. Stockholder Meeting to Be Held on November
10, 2016.

The Proxy Statement for this meeting is available at: https://www.proxy-direct.com/sen-28190
 

PLEASE SIGN, DATE AND RETURN YOUR
PROXY TODAY

 
Please detach at perforation before mailing.

 
THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” FOR ALL NOMINEES LISTED IN PROPOSAL 1a.
 
TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK AS IN THIS EXAMPLE: 

 
1a. Election of Director Nominees: FOR WITHHOLD FOR ALL
       
 01.   Romeo Cefalo 02.   Barry Chase 03.   Steven Pearson ¨ ¨ ¨
 04.   John Mark Ramsey 05.   Ronald Shuck 06.   James Skorheim    
       
 Instructions:

To withhold authority to vote for one or more (but not all) nominees, mark “For All Except” and write the nominee
number(s) and/or name(s) on the line provided.

   

       
       
2. In their discretion, the proxies are authorized to vote upon such other business as may properly come before the

meeting.
   

 
THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED ON THE REVERSE SIDE.
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EVERY STOCKHOLDER’S VOTE IS IMPORTANT

 
EASY VOTING OPTIONS:

 
 VOTE ON THE INTERNET

Log on to:
www.proxy-direct.com

or scan the QR code
Follow the on-screen instructions

available 24 hours
 

 VOTE BY TELEPHONE
Call 1-800-337-3503

Follow the recorded instructions
available 24 hours

 
 VOTE BY MAIL

Vote, sign and date your
Proxy Card and return it in the

postage-paid envelope
 

 VOTE IN PERSON
Attend Stockholders Meeting

Archer Hotel
3121 Palm Way, Austin, Texas, 78758

on November 10, 2016
 

Please detach at perforation before mailing.
 

PROXY SENTIO HEALTHCARE PROPERTIES, INC. PROXY
 ANNUAL MEETING OF STOCKHOLDERS – NOVEMBER 10, 2016  
 This Proxy is Solicited on Behalf of the Board of Directors  

 
The undersigned Series C preferred stockholder of Sentio Healthcare Properties, Inc., a Maryland corporation (the “Company”), hereby appoints John Mark
Ramsey and Sharon C. Kaiser, and each of them, the proxies of the undersigned with full power of substitution to vote at the Annual Meeting of Stockholders of
the Company to be held at the Archer Hotel, located at 3121 Palm Way, Austin, Texas, 78758, on November 10, 2016, at 10:00 a.m. local time, and at any
adjournment or adjournments thereof, with all the power which the undersigned would have if personally present, hereby revoking any proxy heretofore given.
The undersigned hereby acknowledges receipt of the proxy statement for the meeting and instructs the proxies to vote as directed on the reverse side.
 
The votes entitled to be cast by the Series C preferred stockholder will be cast as directed by the stockholder. If this proxy is executed but no
direction is given, the votes entitled to be cast by the Series C preferred stockholder will be cast “FOR” all nominees listed in Proposal 1a, “FOR” all
nominees listed in Proposal 1b and in the discretion of the proxy holder on any other matter that may properly come before the meeting or any
adjournment or postponement thereof.

 
 VOTE VIA THE INTERNET: www.proxy-direct.com
 VOTE VIA THE TELEPHONE: 1-800-337-3503
    

  
 Note :  PLEASE SIGN EXACTLY AS YOUR NAMES(S) APPEAR(S) ON THIS

PROXY CARD.  When signing as custodian, attorney, executor, administrator,
Director, guardian, etc., please sign your title as such.  Joint owners should each
sign.  

 
  
  
 Signature

 
THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED ABOVE.
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EVERY STOCKHOLDER’S VOTE IS IMPORTANT

 
Important Notice Regarding the Availability of Proxy Materials for the Sentio Healthcare Properties, Inc. Stockholder Meeting to Be Held on November

10, 2016.
The Proxy Statement for this meeting is available at: https://www.proxy-direct.com/sen-28190

 
PLEASE SIGN, DATE AND RETURN YOUR

PROXY TODAY
 

Please detach at perforation before mailing.
 
 

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” FOR ALL NOMINEES LISTED IN PROPOSAL 1a AND PROPOSAL 1b.
 
TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK AS IN THIS EXAMPLE: 

 
1a. Election of Director Nominees: FOR WITHHOLD FOR ALL
       
 01.   Romeo Cefalo 02.   Barry Chase 03.   Steven Pearson ¨ ¨ ¨
 04.   John Mark Ramsey 05.   Ronald Shuck 06.   James Skorheim    
       
 Instructions:

To withhold authority to vote for one or more (but not all) nominees, mark “For All Except” and write the nominee
number(s) and/or name(s) on the line provided.

   

       
       
1b. Election of Director Nominees: FOR WITHHOLD FOR ALL
       
 01.   Billy Butcher 02.   Peter Sundheim  ¨ ¨ ¨
       
 Instructions:

To withhold authority to vote for one or more (but not all) nominees, mark “For All Except” and write the nominee
number(s) and/or name(s) on the line provided.

   

       
       
2. In their discretion, the proxies are authorized to vote upon such other business as may properly come before the

meeting.
   

 
THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED ON THE REVERSE SIDE.
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