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CAUTIONARY STATEMENTS

This annual report contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and
Section 21E of the Securities Exchange Act of 1934, as amended, adopted pursuant to the Private Securities Litigation Reform Act of 1995.
Statements that are not purely historical may be forward-looking. You can identify some of the forward-looking statements by their use of
forward-looking words, such as "believes,” "expects,” "may,"” "will," "should," "seeks,” "approximately,” "intends," "plans,” "estimates" or
"anticipates,” or the negative of those words or similar words. Forward- looking statements involve inherent risks and uncertainties regarding
events, conditions and financial trends that may affect our future plans of operation, business strategy, results of operations and financial
position. A number of important factors could cause actual results to differ materially from those included within or contemplated by such
forward-looking statements, including, but not limited to, the status of the economy, the status of capital markets (including prevailing interest
rates) and our access to capital; the income and returns available from investments in health care related real estate; the ability of our
borrowers and lessees to meet their obligations to us; our reliance on a few major operators; competition faced by our borrowers and lessees
within the health care industry; regulation of the health care industry by federal; state and local governments; compliance with and changes to
regulations and payment policies within the health care industry; debt that we may incur and changes in financing terms; ability to continue to
qualify as a real estate investment trust; the relative illiquidity of our real estate investments; potential limitations on our remedies when
mortgage loans default; and risks and liabilities in connection with properties owned through limited liability companies and partnerships. For
a discussion of these and other factors that could cause actual results to differ from those contemplated in the forward-looking statements,
please see the discussion under "Risk Factors" contained in this annual report and in other information contained in this annual report and our
publicly available filings with the Securities and Exchange Commission. We do not undertake any responsibility to update or revise any of these
factors or to announce publicly any revisions to forward-looking statements, whether as a result of new information, future events or otherwise.

"o

PART I

Item 1. BUSINESS
General

LTC Properties, Inc., a health care real estate investment trust (or REIT), was incorporated on May 12, 1992 in the State of Maryland and
commenced operations on August 25, 1992. We invest primarily in long-term care and other health care related properties through mortgage
loans, property lease transactions and other investments. Our primary objectives are to sustain and enhance stockholder equity value and provide
current income for distribution to stockholders through real estate investments in long-term care properties and other health care related
properties managed by experienced operators. To meet these objectives, we attempt to invest in properties that provide opportunity for additional
value and current returns to our stockholders and diversify our investment portfolio by geographic location, operator and form of investment.

We were organized to qualify, and intend to continue to qualify, as a REIT. So long as we qualify, with limited exceptions, we may deduct
distributions, both preferred dividends and common dividends, to our stockholders from our taxable income. We have made distributions, and
intend to continue to make distributions to our stockholders, in order to eliminate any federal tax liability.

Owned Properties. As of December 31, 2009, our investment in 23 states are in owned properties consisting of 62 skilled nursing
properties with a total of 7,209 beds, 88 assisted living properties with a total of 4,076 units and one school, representing in aggregate a gross
investment of approximately $519.5 million. Subsequent to December 31, 2009, we purchased a 166-bed skilled nursing property in Texas for
$7.9 million and a 120-bed skilled nursing property in Florida for $9.0 million. We borrowed $17.0 million under our Unsecured Credit
Agreement for these two acquisitions. After this borrowing,
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we had $30.5 million outstanding under the Unsecured Credit Agreement and $49.5 million available for borrowing.

Here and throughout this Form 10-K wherever we provide details of our properties' bed/unit count the number of beds/units applies to
skilled nursing properties and assisted living residences only. This number is based upon unit/bed counts shown on operating licenses provided
to us by lessees/borrowers or units/beds as stipulated by lease/mortgage documents. We have found during the years that these numbers often
differ, usually not materially, from units/beds in operation at any point in time. The differences are caused by such things as operators converting
a patient/resident room for alternative uses, such as offices or storage, or converting a multi-patient room/unit into a single patient room/unit. We
monitor our properties on a routine basis through site visits and reviews of current licenses. In an instance where such change would cause a
de-licensing of beds or in our opinion impact the value of the property, we would take action against the lessee/borrower to preserve the value of

the property/collateral. See Item 8. FINANCIAL STATEMENTS Note 6. Real Estate Investments for further description.

The following operators accounted for more than 10% of our 2009 cash rental revenue:

Percent of Rental

Lessee Revenue
Extendicare REIT and ALC 19.4%
Brookdale Senior Living Communities, Inc.() 17.9%
Preferred Care, Inc. 15.8%
(n

During 2009, the name Alterra Healthcare Corporation was changed to Brookdale Senior Living Communities, Inc.

Mortgage Loans.  As part of our strategy of making long-term investments in properties used in the provision of long-term health care
services, we provide mortgage financing on such properties based on our established investment underwriting criteria. See "Investment and
Other Policies" in this section for further discussion. We have also provided construction loans that by their terms converted into purchase/lease

transactions or permanent financing mortgage loans upon completion of construction. See Item 8. FINANCIAL STATEMENTS Note 6. Real
Estate Investments for further description. At December 31, 2009 we had 40 mortgage loans secured by first mortgages on 36 skilled nursing
properties with a total of 4,110 beds, 16 assisted living residences with 714 units and one school. These properties are located in 14 states.

Investment and Other Policies

Objectives and Policies. Our investment policy is to invest primarily in income-producing long-term care properties. Also see
"Government Regulation" below. Over the past three years (2007 through 2009), we invested approximately $15.9 million in mortgage loans and
we acquired skilled nursing and assisted living properties for approximately $14.2 million. At December 31, 2009, we had $8.9 million of cash
on hand and $66.5 million available on our $80.0 million Unsecured Credit Agreement which matures July 17, 2011. Also, during 2009, we
entered into an equity distribution agreement with KeyBanc to issue and sell, from time to time, up to $75.0 million in aggregate offering price
of our common shares. During 2009 we sold 30,000 shares of common stock at an average sales price including commissions of $25.54 per
share and total proceeds of $0.8 million. At December 31, 2009 we had $74.2 million available under this agreement. In calendar year 2010, we
have a mortgage debt maturity of $7.7 million due in August 2010 at an interest rate of 8.69%. This mortgage debt may be paid 90-days early.
We believe that our current cash balance, cash flow from operations available for distribution or reinvestment, our current Unsecured Credit
Agreement borrowing capacity, and availability under our equity distribution agreement are sufficient to provide for payment of our current
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operating costs, meet debt obligations, provide funds for distribution to the holders of our preferred stock and pay common dividends at least

sufficient to maintain our REIT status and repay borrowings at, or prior to, their maturity. The timing, source and amount of cash flows provided
by financing activities and used in investing activities are sensitive to the capital markets environment, especially to changes in interest rates. We
continuously evaluate the availability of cost-effective capital and believe we have sufficient liquidity for additional capital investments in 2010.

We believe that during 2005 through 2008 competitive markets had created an environment of very highly priced properties and low
yielding mortgages. However, the recent deterioration in the credit markets has exerted downward pressure on prices of long term care
properties which may provide opportunities for us to make investments at attractive yields and provide long term accretion to our stockholders.
Our vice president of marketing's primary focus is to increase our presence at the state and local levels through participation in various
healthcare associations and trade shows. We believe that this targeted marketing effort will increase deal flow and potentially a greater level of
new investments in 2010. Since the competition from buyers in large transactions consisting of multiple property portfolios generally results in
pricing that does not meet our investment criteria, our marketing efforts primarily focus on single property transactions or small multiple
property portfolios that complement our historic investments and are priced with yields in our historical range.

Historically our investments have consisted of:

mortgage loans secured by long-term care properties;

fee ownership of long-term care properties that are leased to providers; or

participation in such investments indirectly through investments in real estate partnerships or other entities that themselves
make direct investments in such loans or properties.

In evaluating potential investments, we consider factors such as:

type of property;

the location;

construction quality, condition and design of the property;

the property's current and anticipated cash flow and its adequacy to meet operational needs and lease obligations or debt
service obligations;

the experience, reputation and solvency of the licensee providing services;
the payor mix of private, Medicare and Medicaid patients;
the growth, tax and regulatory environments of the communities in which the properties are located;
the occupancy and demand for similar properties in the area surrounding the property; and
the Medicaid reimbursement policies and plans of the state in which the property is located.
For investments in long-term care properties we favor low cost per bed opportunities, whether in fee simple properties or in mortgages. In

addition, with respect to skilled nursing properties, we prefer to invest in properties that do not have to rely on a high percentage of private-pay
patients. We seek to invest primarily in properties that are located in suburban and rural areas of states. Prior to every investment, we conduct a

5



Edgar Filing: LTC PROPERTIES INC - Form 10-K

property site review to assess the general physical condition of the property and the potential of additional sub-acute services. In addition, we
review the environmental reports, site surveys and financial statements of the property before the investment is made. We prefer to invest in a
property that has a significant market presence in its community and where state certificate of need and/or licensing procedures limit the entry of
competing properties.
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We believe that assisted living facilities are an important sector in the long-term care market and our investments include direct ownership
and mortgages secured by assisted living properties. For assisted living investments we have attempted to diversify our portfolio both
geographically and across product levels. Thus, we believe that although the majority of our investments are in affordably priced units, our
portfolio also includes upscale units in appropriate markets with certain operators.

Borrowing Policies. 'We may incur additional indebtedness when, in the opinion of our Board of Directors, it is advisable. We may incur
such indebtedness to make investments in additional long-term care properties or to meet the distribution requirements imposed upon REITs
under the Internal Revenue Code of 1986, as amended. For other short-term purposes, we may, from time to time, negotiate lines of credit, or
arrange for other short-term borrowings from banks or otherwise. We may also arrange for long-term borrowings through public offerings or
from institutional investors.

In addition, we may incur mortgage indebtedness on real estate which we have acquired through purchase, foreclosure or otherwise. We
may also obtain mortgage financing for unleveraged or underleveraged properties in which we have invested or may refinance properties
acquired on a leveraged basis. There is no limitation on the number or amount of mortgages that may be placed on any one property, and we
have no policy with respect to limitations on borrowing, whether secured or unsecured.

Prohibited Investments and Activities. Our policies, which are subject to change by our Board of Directors without stockholder approval,
impose certain prohibitions and restrictions on our investment practices or activities including prohibitions against:

investing in any junior mortgage loan unless by appraisal or other method, our Board of Directors determine that

(a)
the capital invested in any such loan is adequately secured on the basis of the equity of the borrower in the
property underlying such investment and the ability of the borrower to repay the mortgage loan; or

(b)

such loan is a financing device we enter into to establish the priority of our capital investment over the capital
invested by others investing with us in a real estate project;

investing in commodities or commodity futures contracts (other than interest rate futures, when used solely for hedging
purposes);

investing more than 1% of our total assets in contracts for sale of real estate unless such contracts are recordable in the chain
of title;

holding equity investments in unimproved, non-income producing real property, except such properties as are currently
undergoing development or are presently intended to be developed within one year, together with mortgage loans on such
property (other than first mortgage development loans), aggregating to more than 10% of our assets.

Competition

In the health care industry, we compete for real property investments with health care providers, other health care related REITS, real estate
partnerships, banks, private equity funds, venture capital funds and other investors. Many of our competitors are significantly larger and have
greater financial resources and lower cost of capital than we have available to us. Our ability to compete successfully for real property
investments will be determined by numerous factors, including our ability to identify suitable acquisition targets, our ability to negotiate
acceptable terms for any such acquisition and the availability and our cost of capital.
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The lessees and borrowers of our properties compete on a local, regional and, in some instances, national basis with other health care
providers. The ability of the lessee or borrower to compete successfully for patients or residents at our properties depends upon several factors,
including the levels of care and services provided by the lessees or borrowers, the reputation of the providers, physician referral patterns,
physical appearances of the properties, family preferences, financial condition of the operator and other competitive systems of health care
delivery within the community, population and demographics.

Government Regulation

The health care industry is heavily regulated by the government. Our borrowers and lessees who operate health care facilities are subject to
extensive regulation by federal, state and local governments. These laws and regulations are subject to frequent and substantial changes resulting
from legislation, adoption of rules and regulations, and administrative and judicial interpretations of existing law. These changes may have a
dramatic effect on the definition of permissible or impermissible activities, the relative costs associated with doing business and the amount of
reimbursement by both government and other third-party payors. These changes may be applied retroactively. The ultimate timing or effect of
these changes cannot be predicted. The failure of any borrower of funds from us or lessee of any of our properties to comply with such laws,
requirements and regulations could result in sanctions or remedies such as denials of payment for new Medicare and Medicaid admissions, civil
monetary penalties, state oversight and loss of Medicare and Medicaid participation or licensure. Such action could affect our borrower's or
lessee's ability to operate its facility or facilities and could adversely affect such borrower's or lessee's ability to make debt or lease payments to
us.

The properties owned by us and the manner in which they are operated are affected by changes in the reimbursement, licensing and
certification policies of federal, state and local governments. Properties may also be affected by changes in accreditation standards or procedures
of accrediting agencies that are recognized by governments in the certification process. In addition, expansion (including the addition of new
beds or services or acquisition of medical equipment) and occasionally the discontinuation of services of health care facilities are, in some states,
subjected to state and regulatory approval through "certificate of need" laws and regulations.

The ability of our borrowers and lessees to generate revenue and profit determines the underlying value of that property to us. Revenues of
our borrowers and lessees of skilled nursing properties are generally derived from payments for patient care. Sources of such payments for
skilled nursing facilities include the federal Medicare program, state Medicaid programs, private insurance carriers, health care service plans,
health maintenance organizations, preferred provider arrangements, and self-insured employers, as well as the patients themselves.

A significant portion of the revenue of our skilled nursing facility borrowers and lessees is derived from governmentally-funded
reimbursement programs, such as Medicare and Medicaid. Because of significant health care costs paid by such government programs, both
federal and state governments have adopted and continue to consider various health care reform proposals to control health care costs. Over the
years there have been fundamental changes in the Medicare program that resulted in reduced levels of payment for a substantial portion of health
care services, including skilled nursing facility services. In many instances, revenues from Medicaid programs are already insufficient to cover
the actual costs incurred in providing care to those patients. On February 17, 2009, President Obama signed into law the American Recovery and
Reinvestment Act of 2009, which, among many other things, increases federal Medicaid payments by approximately $87 billion to help support
state Medicaid programs as they face budget shortfalls. Despite this funding, however, the Kaiser Commission on Medicaid and the Uninsured
reported in September 2009 that nearly every state implemented at least one new Medicaid policy to control spending in fiscal years 2009 and
2010, with more states implementing provider cuts and benefit restrictions than in the previous few years. In
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addition, many states have been making changes to their long-term care delivery systems that emphasize home and community-based long-term
care services, in some cases coupled with cost controls for institutional providers. According to the Kaiser Commission, more than half of the
states expanded home and community-based programs in fiscal year 2009, and additional states plan expansion of such services in 2010. The
federal government also has adopted policies to promote community-based alternatives to institutional services. As states and the federal
government continue to respond to budget pressures, future reduction in Medicaid and/or Medicare payments for skilled nursing facility services
could have an adverse effect on the financial condition of our borrowers and lessees which could, in turn, adversely impact the timing or level of
their payments to us. Moreover, health care facilities continue to experience pressures from private payors attempting to control health care
costs, and reimbursement from private payors has in many cases effectively been reduced to levels approaching those of government payors.

The Centers for Medicare & Medicaid Services (or CMS) annually updates Medicare skilled nursing facility prospective payment system
rates and other policies. On July 31, 2009, CMS published the final Medicare skilled nursing facility rates for fiscal year 2010, which began on
October 1, 2009. The rule reduces Medicare payments by $360 million or 1.1%, compared to fiscal year 2009 levels. The rule provides for a
recalibration of the case mix weights that will reduce payments by 3.3%, which more than offsets the 2.2% market basked update. The loss of
revenues associated with changes in skilled nursing facility payment rates could have an adverse effect on the financial condition of our
borrowers and lessees which could, in turn, adversely impact the timing or level of their payments to us.

Governmental and public concern regarding health care costs may result in significant reductions in payment to health care facilities, and
there can be no assurance that future payment rates for either governmental or private payors will be sufficient to cover cost increases in
providing services to patients. Any changes in reimbursement policies which reduce reimbursement to levels that are insufficient to cover the
cost of providing patient care could adversely affect revenues of our skilled nursing property borrowers and lessees and to a much lesser extent
our assisted living property borrowers and lessees and thereby adversely affect those borrowers' and lessees' abilities to make their debt or lease
payments to us. Failure of the borrowers or lessees to make their debt or lease payments would have a direct and material adverse impact on us.

Various federal and state laws govern financial and other arrangements between health care providers that participate in, receive payments
from, or make or receive referrals for work in connection with government funded health care programs, including Medicare and Medicaid.
These laws, known as the fraud and abuse laws, include the federal anti-kickback statute, which prohibits, among other things, knowingly and
willfully soliciting, receiving, offering or paying any remuneration directly or indirectly in return for, or to induce, the referral of an individual to
a person for the furnishing of an item or service for which payment may be made under federal health care programs. In addition, the federal
physician self-referral law, commonly known as Stark II (or the Stark Law), prohibits physicians and certain other types of practitioners from
making referrals for certain designated health services paid in whole or in part by Medicare and Medicaid to entities with which the practitioner
or a member of the practitioner's immediate family has a financial relationship, unless the financial relationship fits within an applicable
exception to the Stark Law. The Stark Law also prohibits the entity receiving the referral from seeking payment under the Medicare and
Medicaid programs for services rendered pursuant to a prohibited referral. If an entity is paid for services rendered pursuant to a prohibited
referral, it may incur civil penalties of up to $15,000 per prohibited claim and may be excluded from participating in the Medicare and Medicaid
programs. Many states have enacted similar fraud and abuse laws which are not necessarily limited to items and services for which payment is
made by federal health care programs. Violations of these laws may result in fines, imprisonment, denial of payment for services, and exclusion
from federal and/or other state-funded programs. Other federal and state laws authorize the imposition of penalties, including criminal and civil
fines and exclusion from
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participation in federal healthcare programs for submitting false claims, improper billing and other offenses. Federal and state government
agencies have continued rigorous enforcement of criminal and civil fraud and abuse laws in the health care arena. Our borrowers and lessees are
subject to many of these laws, and some of them could in the future become the subject of a governmental enforcement action.

Legislative Developments

Congress and the state legislatures regularly consider, and in some cases adopt, legislation that would impact health care providers,
including long-term care providers. For instance, the Balanced Budget Act of 1997 enacted significant changes to the Medicare and Medicaid
programs designed to modernize payment and health care delivery systems while achieving substantial budgetary savings. Among other things,
the law established the prospective payment system for skilled nursing facility services to replace the cost-based reimbursement system, which
resulted in significant reductions in Medicare payments to skilled nursing facilities. In recent years, Congress has adopted legislation to
somewhat mitigate the impact of the new payment system, including a temporary payment add-on for high-acuity patients, which has
subsequently expired, and a temporary payment add-on for residents with AIDS that still is in effect through fiscal year 2010. Other legislation
enacted by Congress in recent years has reduced certain Medicare skilled nursing facility bad debt payments, strengthened Medicaid asset
transfer restrictions for persons seeking to qualify for Medicaid long-term care coverage, reduced Medicaid provider taxes that are used by many
states to finance state health programs, and given states greater flexibility to expand access to home and community based services.

In addition, each year legislation is proposed in Congress and in some state legislatures that would affect broader changes in the health care
system, either nationally or at the state level. In 2009, the U.S. House of Representatives and Senate approved separate health care reform bills,
although a final measure has not been enacted to date. Among the proposals under consideration are additional cost controls on the Medicare and
Medicaid programs, health care provider cost-containment initiatives including reductions in Medicare payments to skilled nursing facilities,
delivery reforms such as bundling Medicare payments for hospital and post-acute services, health care coverage expansion for the uninsured,
measures to tie provider reimbursement to health care quality, and incentives to promote community-based care as an alternative to institutional
long-term care services. We cannot predict whether any reform proposals will be adopted or, if adopted, what effect, if any, such proposals
would have on our borrowers and lessees or our business.

Environmental Matters

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

Although the mortgage loans that we provide and leases covering our properties require the borrower and the lessee to indemnify us for
certain environmental liabilities, the scope of such

10



Edgar Filing: LTC PROPERTIES INC - Form 10-K

obligations may be limited and we cannot assure that any such borrower or lessee would be able to fulfill its indemnification obligations.
Insurance

It is our current policy, and we intend to continue this policy, that all borrowers of funds from us and lessees of any of our properties secure
adequate comprehensive property and general and professional liability insurance that covers us as well as the borrower and/or lessee. Even
though that is our policy, certain borrowers and lessees have been unable to obtain general and professional liability insurance in the specific
amounts required by our leases or mortgages because the cost of such insurance has increased substantially and some insurers have stopped
offering such insurance for long-term care facilities. Additionally, in the past, insurance companies have filed for bankruptcy protection leaving
certain of our borrowers and/or lessees without coverage for periods that were believed to be covered prior to such bankruptcies. The
unavailability and associated exposure as well as increased cost of such insurance could have a material adverse effect on the lessees and
borrowers, including their ability to make lease or mortgage payments. Although we contend that as a non-possessory landlord we are not
generally responsible for what takes place on real estate we do not possess, claims including general and professional liability claims, may still
be asserted against us which may result in costs and exposure for which insurance is not available. Certain risks may be uninsurable, not
economically insurable or insurance may not be available and there can be no assurance that we, a borrower or lessee will have adequate funds
to cover all contingencies. If an uninsured loss or a loss in excess of insured limits occurs with respect to one or more of our properties, we could
be subject to an adverse claim including claims for general or professional liability, could lose the capital that we have invested in the properties,
as well as the anticipated future revenue for the properties and, in the case of debt which is with recourse to us, we would remain obligated for
any mortgage debt or other financial obligations related to the properties. Certain losses, such as losses due to floods or seismic activity if
insurance is available, may be insured subject to certain limitations including large deductibles or co-payments and policy limits.

Employees

We currently employ 13 people. The employees are not members of any labor union, and we consider our relations with our employees to
be excellent.

Taxation of our Company

We have elected to be taxed as a REIT under Sections 856 through 860 of the Internal Revenue Code (or the Code). We believe that we
have been organized and have operated in such a manner as to qualify for taxation as a REIT under the Code commencing with our taxable year
ending December 31, 1992. We intend to continue to operate in such a manner, but there is no assurance that we have operated or will continue
to operate in a manner so as to qualify or remain qualified.

If we continue to qualify for taxation as a REIT, we generally will not be subject to federal corporate income taxes on our net income that is
currently distributed to our stockholders. This treatment substantially eliminates the "double taxation" (once at the corporate level when earned
and once at stockholder level when distributed) that generally results from investment in a non-REIT corporation.

However, we will be subject to federal income tax as follows:

First, we will be taxed at regular corporate rates on any undistributed taxable income, including undistributed net capital gains.
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Second, under certain circumstances, we may be subject to the alternative minimum tax, if our dividend distributions are less than our
alternative minimum taxable income.

Third, if we have (i) net income from the sale or other disposition of foreclosure property which is held primarily for sale to customers
in the ordinary course of business or (ii) other non-qualifying income from foreclosure property, we may elect to be subject to tax at
the highest corporate rate on such income, if necessary to maintain our REIT status.

Fourth, if we have net income from "prohibited transactions" (as defined below), such income will be subject to a 100% tax.

Fifth, if we fail to satisfy the 75% gross income test or the 95% gross income test (as discussed below), but nonetheless maintain our
qualification as a REIT because certain other requirements have been met, we will be subject to a 100% tax on an amount equal to
(a) the gross income attributable to the greater of the amount by which we fail the 75% or 95% test multiplied by (b) a fraction
intended to reflect our profitability.

Sixth, if we fail to distribute during each calendar year at least the sum of (i) 85% of our ordinary income for such year, (ii) 95% of our
REIT capital gain net income for such year, and (iii) any undistributed taxable income from prior periods, we will be subject to a 4%
excise tax on the excess of such required distribution over the amounts actually distributed.

Seventh, if we acquire an asset which meets the definition of a built-in gain asset from a corporation which is or has been a C
corporation (i.e., generally a corporation subject to full corporate-level tax) in certain transactions in which the basis of the built-in
gain asset in our hands is determined by reference to the basis of the asset in the hands of the C corporation, and if we subsequently
recognize gain on the disposition of such asset during the ten-year period, called the recognition period, beginning on the date on
which we acquired the asset, then, to the extent of the built-in gain (i.e., the excess of (a) the fair market value of such asset over

(b) our adjusted basis in such asset, both determined as of the beginning of the recognition period), such gain will be subject to tax at
the highest regular corporate tax rate, pursuant to IRS regulations.

Eighth, if we have taxable REIT subsidiaries, we will also be subject to a tax of 100% on the amount of any rents from real property,
deductions or excess interest paid to us by any of our taxable REIT subsidiaries that would be reduced through reapportionment under
certain federal income tax principles in order to more clearly reflect income for the taxable REIT subsidiary.

Ninth, if we fail to satisfy any of the REIT asset tests, as described below, by more than a de minimus amount, due to reasonable cause
and we nonetheless maintain our REIT qualification because of specified cure provisions, we will be required to pay a tax equal to the
greater of $50,000 or the highest corporate tax rate multiplied by the net income generated by the non-qualifying assets that caused us

to fail such test.

Tenth, if we fail to satisfy any provision of the Code that would result in our failure to qualify as a REIT (other than a violation of the
REIT gross income tests or certain violations of the asset tests described below) and the violation is due to reasonable cause, we may
retain our REIT qualification but we will be required to pay a penalty of $50,000 for each such failure.

Finally, if we own a residual interest in a real estate mortgage investment conduit (or REMIC), we will be taxed at the highest corporate
rate on the portion of any excess inclusion income that we derive from the REMIC residual interests equal to the percentage of our shares that is
held in record name by "disqualified organization." A "disqualified organization" includes the United States, any state or political subdivision
thereof, any foreign government or international organization, any agency or instrumentality of any of the foregoing, any rural electrical or
telephone cooperative and any tax-exempt organization (other than a farmer's cooperative described in Section 521 of the Code) that
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is exempt from income taxation and from the unrelated business taxable income provisions of the Code. However, to the extent that we own a
REMIC residual interest through a taxable REIT subsidiary, we will not be subject to this tax.

Requirements for Qualification. The Code defines a REIT as a corporation, trust or association:

)]
which is managed by one or more trustees or directors;
@3]
the beneficial ownership of which is evidenced by transferable shares, or by transferable certificates of beneficial interest;
3)
which would be taxable, but for Sections 856 through 860 of the Code, as a domestic corporation;
C))
which is neither a financial institution nor an insurance company subject to certain provisions of the Code;
)
the beneficial ownership of which is held by 100 or more persons;
(0)
during the last half of each taxable year not more than 50% in value of the outstanding stock of which is owned, actually or
constructively, by five or fewer individuals (including specified entities); and
@)
which meets certain other tests, described below, regarding the amount of its distributions and the nature of its income and
assets;
®)
that elects to be a REIT, or has made such election for a previous year, and satisfies the applicable filing and administrative
requirements to maintain qualifications as a REIT; and
©))

that adopts a calendar year accounting period.

The Code provides that conditions (1) to (4), inclusive, must be met during the entire taxable year and that condition (5) must be met during
at least 335 days of a taxable year of 12 months, or during a proportionate part of a taxable year of less than 12 months. Conditions (5) and
(6) do not apply until after the first taxable year for which an election is made to be taxed as a REIT. For purposes of condition (6), pension
funds and certain other entities are treated as individuals, subject to a "look-through" exception.

Pursuant to the Code and applicable Treasury Regulations, in order to be able to elect to be taxed as a REIT, we must maintain certain
records and request certain information from our stockholders designed to disclose the actual ownership of our stock. Based on publicly
available information, we believe we have satisfied the share ownership requirements set forth in conditions (5) and (6). In addition, Sections 9.2
and 9.3 of our Charter provide for restrictions regarding the transfer and ownership of shares. These restrictions are intended to assist us in
continuing to satisfy the share ownership requirements described in conditions (5) and (6). These restrictions, however, may not ensure that we
will, in all cases, be able to satisfy the share ownership requirements described in conditions (5) and (6).

We have complied with, and will continue to comply with, regulatory rules to send annual letters to certain of our stockholders requesting
information regarding the actual ownership of our stock. If despite sending the annual letters, we do not know, or after exercising reasonable
diligence would not have known, whether we failed to satisfy the ownership requirement set forth in condition (6) above, we will be treated as
having satisfied such condition. If we fail to comply with these regulatory rules, we will be subject to a monetary penalty. If our failure to
comply was due to intentional disregard of the requirement, the penalty would be increased. However, if our failure to comply was due to
reasonable cause and not willful neglect, no penalty would be imposed.
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Income Tests. There presently are two gross income requirements that we must satisfy to qualify as a REIT:

First, at least 75% of our gross income (excluding gross income from "prohibited transactions," as defined below) for each
taxable year must be derived directly or indirectly from investments relating to real property or mortgages on real property,

including rents from real property, or from certain types of temporary investment income.

Second, at least 95% of our gross income for each taxable year must be directly or indirectly derived from income that
qualifies under the 75% test, and from dividends (including dividends from taxable REIT subsidiaries), interest and gain
from the sale or other disposition of stock or securities.

Cancellation of indebtedness income generated by us is not taken into account in applying the 75% and 95% income tests discussed above.
A "prohibited transaction" is a sale or other disposition of property (other than foreclosure property) held for sale to customers in the ordinary
course of business. Any gain realized from a prohibited transaction is subject to a 100% penalty tax.

Rents received by us will qualify as "rents from real property" for purposes of satisfying the gross income tests for a REIT only if several
conditions are met:

The amount of rent must not be based in whole or in part on the income or profits of any person, although rents generally
will not be excluded merely because they are based on a fixed percentage or percentages of receipts or sales.

Rents received from a tenant will not qualify as rents from real property if the REIT, or an owner of 10% or more of the
REIT, also directly or constructively owns 10% or more of the tenant, unless the tenant is our taxable REIT subsidiary and

certain other requirements are met with respect to the real property being rented.

If rent attributable to personal property leased in connection with a lease of real property is greater than 15% of the total rent
received under the lease, then the portion of rent attributable to the personal property will not qualify as rents from real

property.

We generally must not furnish or render services to tenants, other than through a taxable REIT subsidiary or an "independent
contractor” from whom we derive no income, except that we may directly provide services that are "usually or customarily
rendered" in the geographic area in which the property is located in connection with the rental of real property for occupancy
only, or are not otherwise "rendered to the occupant for his convenience."

For taxable years beginning after August 5, 1997, a REIT has been permitted to render a de minimus amount of impermissible services to
tenants and still treat amounts received with respect to that property as rents from real property. The amount received or accrued by the REIT
during the taxable year for the impermissible services with respect to a property may not exceed 1% of all amounts received or accrued by the
REIT directly or indirectly from the property. If the amount received or accrued by the REIT during the taxable year for impermissible services
with respect to a property exceeds 1% of the total amounts received or accrued with respect to such property, then none of the rents received or
accrued from such property shall be treated as rents from real property. The amount received for any service or management operation for this
purpose shall be deemed to be not less than 150% of the direct cost of the REIT in furnishing or rendering the service or providing the
management or operation. Furthermore, impermissible services may be furnished to tenants by a taxable REIT subsidiary subject to certain
conditions, and we may still treat rents received with respect to the property as rent from real property.

The term "interest" generally does not include any amount if the determination of the amount depends in whole or in part on the income or
profits of any person, although an amount generally will
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not be excluded from the term "interest" solely by reason of being based on a fixed percentage of receipts or sales.

If we fail to satisfy one or both of the 75% or 95% gross income tests for any taxable year, we may nevertheless qualify as a REIT for the
year if we are eligible for relief. These relief provisions will be generally available if our failure to meet the tests was due to reasonable cause
and not due to wilful neglect and following the identification of the failure to satisfy one or both income tests, a description of each item of gross
income is filed in accordance with IRS regulations.

It is not now possible to determine the circumstances under which we may be entitled to the benefit of these relief provisions. If these relief
provisions apply, a 100% tax is imposed on an amount equal to (a) the gross income attributable to the greater of the amount by which we failed
the 75% or 95% test, multiplied by (b) a fraction intended to reflect our profitability.

Asset Tests. At the close of each quarter of our taxable year, we must also satisfy several tests relating to the nature and diversification of
our assets. At least 75% of the value of our total assets must be represented by real estate assets, cash, cash items (including receivables arising
in the ordinary course of our operations), and government securities and qualified temporary investments. Although the remaining 25% of our
assets generally may be invested without restriction, we are prohibited from owning securities representing more than 10% of either the vote or
value of the outstanding securities of any issuer other than a qualified REIT subsidiary, another REIT or a taxable REIT subsidiary (the "10%
vote and value test"). Further, no more than 25% of our total assets may be represented by securities of one or more taxable REIT subsidiaries
(for tax years beginning prior to July 30, 2008, 20% of the total value of our assets) and no more than 5% of the value of our total assets may be
represented by securities of any non-governmental issuer other than a qualified REIT subsidiary, another REIT or a taxable REIT subsidiary (or
TRS). Each of the 10% vote and value test and the 20% and 5% asset tests must be satisfied at the end of any quarter. There are special rules
which provide relief if the value related tests are not satisfied due to changes in the value of the assets of a REIT.

Investments in Taxable REIT Subsidiaries. For taxable years beginning after December 1, 2000, REITs may own more than 10% of the
voting and value of securities in a TRS. A TRS is a corporation other than a REIT in which a REIT directly or indirectly holds stock, and that
has made a joint election with the REIT to be treated as a TRS. A TRS also includes any corporation other than a REIT with respect to which a
TRS owns securities possessing more that 35% of the total voting power or value of the outstanding securities of such corporation. Other than
some activities relating to lodging and health care facilities, a TRS may generally engage in any business, including the provision of customary
or non-customary services to tenants of its parent REIT. A TRS is subject to income tax as a regular C corporation. In addition, a TRS may be
prevented from deducting interest on debt funded directly or indirectly by its parent REIT if certain tests regarding the TRS's debt to equity ratio
and interest expense are not satisfied. A REIT's ownership of a TRS will not be subject to the 10% or 5% asset tests described above, and its
operations will be subject to the provisions described above. At this time, we do not have any taxable REIT subsidiaries.

REMIC. A regular or residual interest in a REMIC will be treated as a real estate asset for purposes of the REIT asset tests, and income
derived with respect to such interest will be treated as interest on an obligation secured by a mortgage on real property, assuming that at least
95% of the assets of the REMIC are real estate assets. If less than 95% of the assets of the REMIC are real estate assets, only a proportionate
share of the assets of and income derived from the REMIC will be treated as qualifying under the REIT asset and income tests. All of our
historical REMIC certificates were secured by real estate assets, therefore we believe that our historic REMIC interests fully qualified for
purposes of the REIT income and asset tests.
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Ownership of Interests in Partnerships, Limited Liability Companies and Qualified REIT Subsidiaries. 'We own interests in various
partnerships and limited liabilities companies. In the case of a REIT which is a partner in a partnership, or a member in a limited liability
company treated as a partnership for federal income tax purposes, Treasury Regulations provide that the REIT will be deemed to own its
proportionate share of the assets of the partnership or limited liability company, based on its interest in partnership capital, subject to special
rules relating to the 10% REIT asset test described above. Also, the REIT will be deemed to be entitled to its proportionate share of income of
that entity. The assets and items of gross income of the partnership or limited liability company retain the same character in the hands of the
REIT for purposes of Section 856 of the Code, including satisfying the gross income tests and the asset tests. Thus, our proportionate share of
the assets and items of income of partnerships and limited liability companies taxed as partnerships, in which we are, directly or indirectly
through other partnerships or limited liability companies taxed as partnerships, a partner or member, are treated as our assets and items of
income for purposes of applying the REIT qualification requirements described in this Annual Report on Form 10-K (including the income and
asset tests previously described).

We also own interests in a number of subsidiaries which are intended to be treated as qualified REIT subsidiaries. The Code provides that
such subsidiaries will be ignored for federal income tax purposes and that all assets, liabilities and items of income, deduction and credit of such
subsidiaries will be treated as assets, liabilities and such items of our company. If any partnership or qualified real estate investment trust
subsidiary in which we own an interest were treated as a regular corporation (and not as a partnership or qualified real estate investment trust
subsidiary) for federal income tax purposes, we would likely fail to satisfy the REIT asset test prohibiting a REIT from owning greater than 10%
of the voting power of the stock or value of securities of any issuer, as described above, and would therefore fail to qualify as a REIT. We
believe that each of the partnerships and subsidiaries in which we own an interest will be treated for tax purposes as a partnership or qualified
REIT subsidiary, respectively, although no assurance can be given that the IRS will not successfully challenge the status of any such entity.

Annual Distribution Requirements. In order to qualify as a REIT, we are required to distribute dividends (other than capital gain
dividends) to our stockholders annually in an amount at least equal to:

)]
the sum of:
(a)
90% of our "real estate investment trust taxable income" (computed without regard to the dividends paid deduction
and our net capital gain); and
(b)
90% of the net income, if any (after tax), from foreclosure property; minus
@3]

the excess of certain items of non-cash income over 5% of our real estate investment trust taxable income.

In addition, if we dispose of any asset we acquired from a corporation which is or has been a C corporation in a transaction in which our
basis in the asset is determined by reference to the basis of the asset in the hands of that C corporation, within the ten-year period following our
acquisition of such asset, we would be required to distribute at least 90% of the after-tax gain, if any, we recognized on the disposition of the
asset, to the extent that gain does not exceed the excess of (a) the fair market value of the asset on the date we acquired the asset over (b) our
adjusted basis in the asset on the date we acquired the asset.

We must pay these annual distributions (1) in the taxable year to which they relate or (2) in the following year if (i) we pay these
distributions during January to stockholders of record in either October, November, or December of the prior year or (ii) we elect to declare the
dividend before the
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due date of the tax return (including extensions) and pay on or before the first regular dividend payment date after such declaration.

Amounts distributed must not be preferential; that is, every stockholder of the class of stock with respect to which a distribution is made
must be treated the same as every other stockholder of that class, and no class of stock may be treated otherwise than in accordance with its
dividend rights as a class.

To the extent that we do not distribute all of our net long-term capital gain or distribute at least 90% but less than 100%, of our "real estate
investment trust taxable income," as adjusted, we will be subject to tax on such amounts at regular corporate tax rates. Furthermore, if we should
fail to distribute during each calendar year (or, in the case of distributions with declaration and record dates in the last three months of the
calendar year, by the end of the following January) at least the sum of:

)]

85% of our real estate investment trust ordinary income for such year,
@3]

95% of our real estate investment trust capital gain net income for such year, and
3)

100% of taxable income from prior periods less 100% of distributions from prior periods

We would be subject to a 4% excise tax on the excess of such required distributions over the amounts actually distributed. Any real estate
investment trust taxable income and net capital gain on which this excise tax is imposed for any year is treated as an amount distributed during
that year for purposes of calculating such tax.

We intend to make timely distributions sufficient to satisfy these annual distribution requirements and to avoid the imposition of the 4%
excise tax.

Failure to Qualify. If we fail to qualify for taxation as a REIT in any taxable year, and certain relief provisions do not apply, we will be
subject to tax (including any applicable alternative minimum tax) on our taxable income at regular corporate rates. Distributions to stockholders
in any year in which we fail to qualify as a REIT will not be deductible by us, nor will any distributions be required to be made. Unless entitled
to relief under specific statutory provisions, we will also be disqualified from re-electing our REIT status for the four taxable years following the
year during which qualification was lost. It is not possible to state whether we would be entitled to the statutory relief in all circumstances.
Failure to qualify as a REIT for even one year could substantially reduce distributions to stockholders and could result in our incurring
substantial indebtedness (to the extent borrowings are feasible) or liquidating substantial investments in order to pay the resulting taxes.

2008 Act.  'The Housing and Economic Recovery Act of 2008 made a number of substantial changes to the qualification and tax treatment
of REITs. The following is a brief summary of certain significant REIT provisions on the 2008 Act.

)]
Modification to "prohibited transactions" provision. For sales made after July 30, 2008, the "safe harbor" holding period is
shortened to two years (from four years) and a 10%-of-aggregate fair market value alternative test is added (in addition to
the 10%-of-aggregate basis test) for qualifying for the safe harbor.

@3]

Extending "qualified lodging facility" rental exception to "qualified health care properties". The 2008 Act extends the
rental exception applicable to qualified lodging facilities to health care facilities. Thus, the rents paid by a taxable REIT
subsidiary to its parent REIT for a "qualified health care property" that is operated by an eligible independent contractor will
constitute qualifying rental income for purposes of both gross income tests. Also, a taxable REIT subsidiary is not
considered to be operating or managing a "qualified health care property" solely because it (i) directly or indirectly possesses
a license, permit, or similar instrument enabling it to do so, or (ii) employs individuals working at such facility or property
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located outside the U.S., but only if an eligible independent contractor is responsible for the daily supervision and direction
of such individuals on behalf of the taxable REIT subsidiary pursuant to a management agreement or similar service
contract.

State and local taxation. 'We may be subject to state or local taxation in various state or local jurisdictions, including those in which we
transact business or reside. The state and local tax treatment of our Company may not conform to the federal income tax consequences discussed
above.

Investor Information

We make available to the public free of charge through our internet website our Annual Report on Form 10-K, Quarterly Reports on
Form 10-Q, Current Reports on Form 8-K, and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the
Securities Exchange Act of 1934, as amended, as soon as reasonably practicable after we electronically file such reports with, or furnish such

reports to, the Securities and Exchange Commission. Our internet website address is www.LTCProperties.com. We are not including the
information contained on our website as part of, or incorporating it by reference into, this Annual Report on Form 10-K.

Posted on our website www.LTCProperties.com under the "Corporate Governance" heading are the charters for our Audit Committee,
Compensation Committee and Nominating and Corporate Governance Committee, our Corporate Governance Guidelines and a Code of
Business Conduct, Ethics and Corporate Governance governing our directors, officers and employees. Within the time period required by the
SEC and the New York Stock Exchange (or NYSE), we will post on our website any amendment to the Code of Business Conduct, Ethics and
Corporate Governance and any waiver applicable to our Chief Executive Officer, Principal Financial Officer, Principal Accounting Officer or
Directors. In addition, our website under the subheading "SEC Filings" under the heading "Investor Relations" includes information concerning
purchases and sales of our equity securities by our executive officers and directors.

You may read and copy materials that we file with the SEC at the SEC's Public Reference Room at 100 F Street, N.E., Washington D.C.
20549. Information on the operation of the Public Reference Room is available by calling the SEC at 1-800-SEC-0330. The SEC maintains an

Internet site that contains reports, proxy statements and other information we file. The address of the SEC website is www.sec.gov.
You also may contact our Investor Relations Department at:

LTC Properties, Inc.

31365 Oak Crest Drive, Suite 200
Westlake Village, California 91361
Attn: Investor Relations
(805) 981-8655

Item 1A. RISK FACTORS

The following discussion of risk factors contains "forward-looking statements" as discussed above. These risk factors may be important to
understanding any statement in this Annual Report on Form 10-K or elsewhere. The following information should be read in conjunction with
Management's Discussion and Analysis, and the consolidated financial statements and related notes in this Annual Report on Form 10-K.

A Failure to Maintain or Increase our Dividend Could Reduce the Market Price of Our Stock. In January 2010, we declared a $0.13 per
share monthly dividend for the first quarter of calendar 2010. During calendar 2009 and 2008, we paid a $0.13 monthly dividend on our

common stock. The ability to maintain or raise our common dividend is dependent, to a large part, on growth of funds available for
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distribution. This growth in turn depends upon increased revenues from additional investments and loans, rental increases and mortgage rate
increases.

At Times, We May Have Limited Access to Capital Which Will Slow Our Growth. A REIT is required to make dividend distributions and
retains little cash flow for growth. As a result, growth for a REIT is generally through the steady investment of new capital in real estate assets.
There may be times when we will have limited access to capital from the equity and/or debt markets. During such periods, virtually all of our
available capital would be required to meet existing commitments and to reduce existing debt. We may not be able, during such periods, to
obtain additional equity and/or debt capital or dispose of assets on favorable terms, if at all, at the time we require additional capital to acquire
health care properties on a competitive basis or meet our obligations. We believe that our low debt levels, $66.5 million available under our
$80.0 million Unsecured Credit Agreement, $74.2 million available under our equity distribution agreement to issue and sell, from time to time,
up to $75.0 million in aggregate offering price of our common shares and $8.9 million cash balance at December 31, 2009, will enable us to
meet our obligations and continue to make investments. Subsequent to December 31, 2009, we borrowed $17.0 million under our Unsecured
Credit Agreement for the acquisition of two skilled nursing properties with a total of 286 beds. After this borrowing, we had $30.5 million
outstanding under the Unsecured Credit Agreement and $49.5 million available for borrowing.

Income and Returns from Health Care Facilities Can be Volatile. The possibility 