American Retirement Corporation Completes $171 Million Transaction and Repays Debt by $158 Million 

NASHVILLE, Tenn.--(BUSINESS WIRE)--Sept. 24, 2003--American Retirement Corporation (NYSE: ACR), a national senior living and health care services provider, completed a $171 million transaction with Health Care Property Investors, Inc. (HCPI) and has used the net proceeds to repay debt by approximately $158 million, including $52 million of its 19.5% mezzanine debt.

The property transaction involved the sale/lease-back of three retirement centers, the sale/long-term manage-back of a fourth retirement center, and financing on land parcels adjoining two of the communities. The Company expects to realize gains on the transaction of approximately $93 million, of which $23 million will be recognized in the third quarter of 2003 and the remaining $70 million will be recognized over the duration of the initial lease terms.

The debt reduction included repayment of $113 million of first mortgage debt with an average current rate of 6.8% and $52 million of HCPI mezzanine debt with a 19.5% rate. The four retirement centers, which were acquired by American Retirement between 1992 and 1994 and were carried on the Company's balance sheet at approximately $73 million, were valued in the transaction at $163.5 million.

Bill Sheriff, Chairman, President and Chief Executive Officer of American Retirement, said, "This transaction is a significant step towards strengthening our balance sheet, while demonstrating the significant per unit value underlying our assets. The impact of interest savings and deferred gain recognition will be highly accretive to our reported GAAP results. The interest savings also provide an incremental cash savings versus the new, lower lease rates. In addition, as a result of this transaction, the remaining assets associated with our September 2002 refinancing with HCPI now carry significantly lower leverage."

American Retirement sold its interests in the four communities, which have a total of 1,170 units, and then contemporaneously leased three of the properties back from HCPI for terms up to 10 years, with up to two renewal extensions available at the Company's option. The initial lease rate for the three lease-back communities will be 9.5%. The Company also signed a long-term agreement to manage the fourth community for an unaffiliated third party.

AMERICAN RETIREMENT CORPORATION

American Retirement Corporation is a national senior living and health care services provider offering a broad range of care and services to seniors. Established in 1978, the Company believes that it is a leader in the management of senior living communities, including independent living communities, continuing care retirement communities, free-standing assisted living communities, and specialized care programs for residents with Alzheimer's and other forms of dementia. The Company currently operates 65 senior living communities in 14 states, with an aggregate unit capacity of approximately 12,900 units and resident capacity of approximately 14,500.

SAFE HARBOR STATEMENT

Statements contained in this press release and statements made by or on behalf of American Retirement Corporation relating thereto may be deemed to constitute forward-looking information made pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act of 1995. Those forward-looking statements include all statements that are not historical statements of fact and those regarding the intent, belief or expectations of the Company or its management. These forward-looking statements are generally identified by words such as "expect," "anticipate," "believe," "intend" and other similar words and expressions, and specifically includes the Company's belief regarding possible alternative trading markets for its common stock. In light of the significant uncertainties inherent in the forward-looking statements included herein, actual circumstances could differ materially from such forward-looking statements. The Company does not undertake any obligation to publicly release any revisions to any forward-looking statements contained herein to reflect events and circumstances occurring after the date hereof or to reflect the occurrence of unanticipated events.
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