
KINDRED HEALTHCARE, INC
Form DEF 14A
April 03, 2014

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

SCHEDULE 14A INFORMATION

PROXY STATEMENT PURSUANT TO SECTION 14(a)

OF THE SECURITIES EXCHANGE ACT OF 1934

Filed by the Registrant  x

Filed by a Party other than the Registrant  ¨

Check the appropriate box:

¨ Preliminary Proxy Statement ¨ CONFIDENTIAL, FOR USE OF THE COMMISSION
ONLY (AS PERMITTED BY RULE 14A-6(E)(2))x Definitive Proxy Statement

¨ Definitive Additional Materials
¨ Soliciting Material Pursuant to Rule 14a-12

KINDRED HEALTHCARE, INC.

(Name of Registrant as Specified in Its Charter)

(Name of Person(s) Filing Proxy Statement, if other than the Registrant)

Payment of Filing Fee (Check the appropriate box):

x No fee required.

¨ Fee computed on table below per Exchange Act Rules 14a-6(i)(1) and 0-11.

Edgar Filing: KINDRED HEALTHCARE, INC - Form DEF 14A

1



(1) Title of each class of securities to which transaction applies:

(2) Aggregate number of securities to which transaction applies:

(3) Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (Set forth the amount on which
the filing fee was calculated and state how it was determined):

(4) Proposed maximum aggregate value of transaction:

(5) Total fee paid:

¨ Fee paid previously with preliminary materials.

¨ Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing for which the offsetting fee
was paid previously. Identify the previous filing by registration statement number, or the Form or Schedule and the date of its filing.

(1) Amount Previously Paid:

(2) Form, Schedule or Registration Statement No.:

Edgar Filing: KINDRED HEALTHCARE, INC - Form DEF 14A

2



(3) Filing Party:

(4) Date Filed:

Edgar Filing: KINDRED HEALTHCARE, INC - Form DEF 14A

3



KINDRED HEALTHCARE, INC.

April 3, 2014

Dear Shareholder:

You are cordially invited to attend the Annual Meeting of Shareholders of Kindred Healthcare, Inc. to be held at 9:00 a.m., local time, on
Thursday, May 22, 2014, at the New York Palace, 455 Madison Avenue, New York, New York 10022.

Information concerning the business to be conducted at the meeting is included in the accompanying Notice of Annual Meeting of Shareholders
and Proxy Statement. Please give all of the information contained in the proxy statement your careful attention.

In accordance with rules adopted by the Securities and Exchange Commission, we are providing access to our proxy materials over the Internet.
Accordingly, we are mailing to our shareholders a Notice of Internet Availability of Proxy Materials, which contains instructions on how to
access our proxy materials over the Internet and vote online. If you received a Notice of Internet Availability of Proxy Materials, you will not
receive a printed copy of our proxy materials by mail unless you request one. If you wish to receive a printed copy of our proxy materials for the
2014 Annual Meeting, please follow the instructions for requesting those materials set forth in the Notice of Internet Availability of Proxy
Materials.

YOUR VOTE IS VERY IMPORTANT. Whether or not you plan to attend the meeting, it is important that your shares be represented.
Therefore, we urge you to vote by submitting your proxy over the Internet, by telephone or by mail. Please refer to the Notice of Internet
Availability of Proxy Materials for more detailed voting instructions. If you attend the meeting, you will, of course, have the right to vote in
person.

I look forward to greeting you personally, and on behalf of our Board of Directors and management, I would like to express our appreciation for
your interest in Kindred.

Sincerely,

Paul J. Diaz

Chief Executive Officer

Kindred Healthcare, Inc.

680 South Fourth Street

Louisville, Kentucky 40202-2412
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KINDRED HEALTHCARE, INC.

680 SOUTH FOURTH STREET

LOUISVILLE, KENTUCKY 40202-2412

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

TO BE HELD ON MAY 22, 2014

To the Shareholders of Kindred Healthcare, Inc.:

The Annual Meeting of Shareholders of Kindred Healthcare, Inc. (�Kindred�) will be held at 9:00 a.m., local time, on Thursday, May 22, 2014, at
the New York Palace, 455 Madison Avenue, New York, New York 10022 for the following purposes:

(1) to elect a board of 10 directors;

(2) to hold an advisory vote on Kindred�s executive compensation program;

(3) to approve the Kindred Healthcare, Inc. 2011 Stock Incentive Plan, Amended and Restated;

(4) to ratify the appointment of PricewaterhouseCoopers LLP as Kindred�s independent registered public accounting firm for fiscal year
2014;

(5) to consider and act upon a shareholder proposal described in the accompanying proxy statement, if properly presented at the Annual
Meeting; and

(6) to transact such other business as may properly come before the meeting.
Only shareholders of record at the close of business on March 27, 2014 will be entitled to notice of, and to vote at, the meeting and any
adjournments or postponements thereof.

IT IS IMPORTANT THAT YOU VOTE YOUR SHARES. WHETHER YOU PLAN TO ATTEND THE MEETING OR NOT, PLEASE
SUBMIT YOUR VOTING INSTRUCTIONS AS SOON AS POSSIBLE IN ORDER TO AVOID ADDITIONAL SOLICITING EXPENSES
TO KINDRED. THE PROXY IS REVOCABLE AND WILL NOT AFFECT YOUR RIGHT TO VOTE IN PERSON IN THE EVENT YOU
FIND IT CONVENIENT TO ATTEND THE MEETING.

April 3, 2014

Paul J. Diaz

Chief Executive Officer
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PROXY STATEMENT

FOR ANNUAL MEETING OF SHAREHOLDERS

TO BE HELD ON MAY 22, 2014

GENERAL INFORMATION

Overview

This proxy statement and the accompanying form of proxy are being provided to Kindred Healthcare, Inc. (�Kindred� or the �Company�)
shareholders as part of a solicitation of proxies by the board of directors (the �Board� or �Board of Directors�) of Kindred for use at the Annual
Meeting of shareholders (the �Annual Meeting�) and at any adjournments or postponements thereof. This proxy statement is dated April 3, 2014
and is first being furnished to shareholders on or about April 7, 2014. This proxy statement provides shareholders with information they need to
know to be able to vote or instruct their vote to be cast at the Annual Meeting.

Date, Time and Place of the Annual Meeting

The Annual Meeting will be held at the New York Palace, 455 Madison Avenue, New York, New York 10022, on Thursday, May 22, 2014, at
9:00 a.m., local time.

Purposes of the Annual Meeting

At the Annual Meeting, shareholders will be asked:

� to elect the director nominees named in this proxy statement;

� to hold an advisory vote on Kindred�s executive compensation program;

� to approve the Kindred Healthcare, Inc. 2011 Stock Incentive Plan, Amended and Restated;

� to ratify the appointment of PricewaterhouseCoopers LLP as Kindred�s independent registered public accounting firm for fiscal year
2014;

� to consider and act upon a shareholder proposal described in the accompanying proxy statement, if properly presented at the Annual
Meeting; and

� to transact such other business as may properly come before the meeting.
Record Date; Outstanding Shares; Shares Entitled to Vote

The record date for the Annual Meeting is March 27, 2014. This means that you must be a shareholder of record of common stock, $0.25 par
value per share (�Common Stock�), of the Company at the close of business on March 27, 2014, in order to vote at the Annual Meeting. You are
entitled to one vote for each share of Common Stock you own. At the close of business on March 27, 2014, there were 54,779,078 shares of
Common Stock outstanding and entitled to vote, held by approximately 1,840 holders of record.

A complete list of shareholders entitled to vote at the Annual Meeting will be available for inspection at the Company�s principal place of
business during regular business hours for a period of no less than ten days before the Annual Meeting and at the Annual Meeting.
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Important Notice Regarding the Internet Availability of Proxy Materials for the Annual Meeting to be Held on May 22, 2014

In accordance with rules adopted by the Securities and Exchange Commission (the �SEC�), the Company is providing access to its proxy materials
over the Internet. Pursuant to these rules, our proxy statement, proxy card, 2013 annual report to shareholders and driving directions to the
Annual Meeting are available online at
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www.proxyvote.com. In addition, on or about April 7, 2014, the Company is mailing to its record and beneficial shareholders a Notice of Internet
Availability of Proxy Materials, which contains instructions on how to access the Company�s proxy materials over the Internet and vote online.
The Notice of Internet Availability of Proxy Materials is also available online at www.proxyvote.com. If you received a Notice of Internet
Availability of Proxy Materials, you will not receive a printed copy of the Company�s proxy materials by mail unless you request one. If you
wish to receive a printed copy of the Company�s proxy materials for the Annual Meeting, please follow the instructions for requesting those
materials set forth in the Notice of Internet Availability of Proxy Materials.

Quorum and Vote Required

A quorum of shareholders is necessary to hold a valid Annual Meeting. The required quorum for the transaction of business at the Annual
Meeting is a majority of the issued and outstanding shares of Common Stock entitled to vote on a matter at the Annual Meeting, whether in
person or by proxy.

Under rules of the New York Stock Exchange (�NYSE�), matters subject to shareholder vote are classified as �routine� or �non-routine.� In the case of
non-routine matters, brokers may not vote shares held in �street name� for which they have not received instructions from the beneficial owner
(which are referred to as �broker non-votes�), whereas they may vote those shares in their discretion in the case of any routine matter. The
ratification of the appointment of the independent registered public accounting firm (proposal 4) is a routine matter. All other proposals,
including the election of directors, are non-routine matters, and broker non-votes will have no effect on the outcome of the vote on those
proposals.

The Company�s bylaws provide for majority voting for directors in uncontested elections. This means that each director-nominee listed in this
proxy statement will be elected if the votes cast �for� such nominee�s election exceed the votes cast �against� such nominee�s election (proposal 1).
Abstentions will have no effect on the outcome of the vote. As set forth in the Company�s Corporate Governance Guidelines, the Board of
Directors expects a director to tender his or her resignation for consideration by the Board of Directors if he or she fails to receive the requisite
number of votes for re-election.

The affirmative vote of a majority of the shares of Common Stock present in person or represented by proxy at the Annual Meeting and entitled
to vote on the subject matter will be necessary to approve, on a non-binding, advisory basis, the Company�s executive compensation program
(proposal 2), to approve the Kindred Healthcare, Inc. 2011 Stock Incentive Plan, Amended and Restated (proposal 3), to ratify the appointment
of PricewaterhouseCoopers LLP as the Company�s independent registered public accounting firm for fiscal year 2014 (proposal 4), to approve
the shareholder proposal described in this proxy statement, if properly presented at the Annual Meeting (proposal 5) and to approve any other
matters that may properly come before the Annual Meeting for shareholder consideration. Abstentions with respect to each of these proposals
will have the same effect as an AGAINST vote.

Votes cast in person or by proxy at the Annual Meeting will be tabulated by the inspectors of election appointed for the Annual Meeting, who
also will determine whether a quorum is present. Shares of Common Stock represented at the Annual Meeting but not voted, including
abstentions and broker non-votes, will be counted for purposes of determining whether a quorum is present.

Voting of Proxies

Shares of Common Stock represented by duly executed and unrevoked proxies in the form of the accompanying proxy will be voted at the
Annual Meeting in accordance with specifications made by the shareholders, unless authority to do so is withheld. If no specification is made,
shares represented by duly executed and unrevoked proxies in the form of the accompanying proxy will be voted FOR proposals 1, 2, 3 and
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4 and AGAINST proposal 5. If your shares of Common Stock are held in �street name� by your bank, brokerage firm or other nominee, you
should instruct your bank, brokerage firm or other nominee on how to vote your shares of Common Stock using the instructions provided by
your bank, brokerage firm or other nominee.

How to Vote

Whether or not you plan to attend the Annual Meeting, the Company requests that you complete, sign, date and return the accompanying proxy
card or use the telephone or Internet to vote. Please refer to the Notice of Internet Availability of Proxy Materials or the accompanying proxy
card for instructions on how to vote by mail, telephone or the Internet.

If you hold shares of the Company�s Common Stock in a stock brokerage account or through a bank, brokerage firm or other nominee, or, in
other words, in �street name,� please follow the voting instructions provided by that entity. If you receive more than one set of proxy materials or
voting instructions, it means that you have multiple accounts at the transfer agent and/or with banks, brokerage firms or other nominees. Please
follow the voting instructions provided for each set of proxy materials received to ensure that all of your shares are voted.

A number of banks and brokerage firms participate in a program that permits shareholders whose shares are held in �street name� to direct their
vote by telephone or over the Internet. If your shares are held in an account at a bank or brokerage firm that participates in such a program, you
may direct the vote of these shares by telephone or over the Internet by following the voting instructions enclosed with the proxy form from the
bank or brokerage firm. Directing the voting of your shares will not affect your right to vote in person if you decide to attend the Annual
Meeting; however, you must first obtain a signed and properly executed legal proxy from your bank, brokerage firm or other nominee to vote
your shares held in �street name� at the Annual Meeting. Requesting a legal proxy prior to the deadline described above will automatically cancel
any voting directions you have previously given by telephone or over the Internet with respect to your shares.

Revoking Your Proxy

If you are the owner of record of shares of the Company�s Common Stock, you can revoke your proxy at any time before its exercise at the
Annual Meeting by:

� sending a written notice to the Company, at 680 South Fourth Street, Louisville, Kentucky 40202, Attention: Corporate Secretary,
bearing a date later than the date of the proxy, that is received prior to the Annual Meeting and states that you revoke your proxy;

� submitting your proxy again by telephone or over the Internet, so long as you do so before the deadline of 11:59 p.m., Eastern
Daylight Time, on May 21, 2014;

� signing another proxy card(s) bearing a later date and mailing it to the address set forth therein so that it is received prior to the
Annual Meeting; or

� attending the Annual Meeting and voting in person, although attendance at the Annual Meeting will not, by itself, revoke a proxy.
If your shares of Common Stock are held in �street name� by your broker, you will need to follow the instructions you receive from your broker to
revoke or change your proxy.

Other Voting Matters

Voting in Person

If you plan to attend the Annual Meeting and wish to vote in person, the Company will give you a ballot at the Annual Meeting. However, if
your shares of Common Stock are held in �street name,� you must first obtain
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from your bank, brokerage firm or other nominee a legal proxy authorizing you to vote the shares in person, which you must bring with you to
the Annual Meeting. If your shares of Common Stock are held in �street name� by your bank, brokerage firm or other nominee, and you plan to
attend the Annual Meeting, you must present proof of your ownership of Common Stock such as a bank or brokerage account statement, to be
admitted to the meeting.

Persons with Disabilities

The Company can provide reasonable assistance to help you to participate in the Annual Meeting if you inform the Company about your
disability and how you plan to attend. Please write to the Company at 680 South Fourth Street, Louisville, Kentucky 40202-2412, Attention:
Corporate Secretary, or call at (502) 596-7300.

Proxy Solicitations and Expenses

The cost of preparing, assembling, posting and mailing the Notice of Internet Availability of Proxy Materials (including the notice of Annual
Meeting), proxy statement and proxies will be paid by the Company. In addition to the use of the mail, proxies may be solicited by directors,
officers and other employees of the Company, without additional compensation, in person, by telephone or other electronic means. The
Company has also engaged Georgeson Inc., a proxy solicitation firm, to assist in the solicitation of proxies for a fee estimated not to exceed
$25,000, plus reimbursement of expenses. The Company and its proxy solicitors also will request that banks, brokerage houses and other
custodians, nominees and fiduciaries send proxy materials to the beneficial owners of Common Stock and will, if requested, reimburse them for
their reasonable out-of-pocket expenses in doing so.

Adjournment or Postponement of the Annual Meeting

Although it is not currently expected, the Annual Meeting may be adjourned or postponed, including for the purpose of soliciting additional
proxies, if there are insufficient votes at the time of the Annual Meeting because a quorum is not present. Other than an announcement to be
made at the Annual Meeting of the time, date and place of an adjourned or postponed meeting, an adjournment or postponement generally may
be made without notice. Any adjournment or postponement of the Annual Meeting for the purpose of soliciting additional proxies will allow
shareholders who have already sent in their proxies to revoke them at any time prior to their use at the Annual Meeting as adjourned or
postponed.

Other Business

The Board of Directors is not aware of any other business to be acted upon at the Annual Meeting. If, however, other matters are properly
brought before the Annual Meeting, your proxies will have discretion to vote or act on those matters according to their best judgment and they
intend to vote the shares as the Board of Directors may recommend.

PROPOSAL 1.    PROPOSAL TO ELECT DIRECTORS

The Board of Directors currently consists of 11 persons. The Board of Directors has nominated the 10 persons listed below to be elected as
directors at the Annual Meeting. Mr. Edward L. Kuntz, a current director, has notified the Company that he does not wish to stand for re-election
to the Board of Directors at the Annual Meeting. Mr. Kuntz�s term as a member of the Board of Directors will expire upon the conclusion of the
Annual Meeting. Consistent with the Company�s bylaws, the Board of Directors has unanimously adopted a resolution to reduce the size of the
Board of Directors from 11 to 10 members, effective upon conclusion of the Annual Meeting. Accordingly, shareholders may not vote their
shares for a greater number of persons than the nominees named below. Each director elected at the Annual Meeting will serve, subject to the
provisions of the Company�s
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bylaws, until the next annual meeting of shareholders or until his or her successor is duly elected and qualified. The names and ages of the
nominees proposed for election as directors, all of whom are presently directors of the Company, together with certain information concerning
the nominees, are set forth below.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE �FOR� THE ELECTION AS DIRECTORS OF EACH OF THE NOMINEES
LISTED BELOW.

Nominees For Director

JOEL ACKERMAN (48) has served as a director of the Company since December 2008. Mr. Ackerman has served as Chief Executive Officer
and a director of Champions Oncology, Inc. (OTC:CSBR), a company engaged in the development of advanced technology solutions and
services to personalize the development and use of oncology drugs, since October 2010. Previously, Mr. Ackerman was a Senior Portfolio
Fellow with the Acumen Fund, a non-profit global venture fund that uses entrepreneurial approaches to solve the problems of poverty, from
November 2009 to July 2010, and Managing Director and head of the Health Services Group at Warburg Pincus LLC (�Warburg Pincus�), a
global private equity firm, from January 1998 to September 2008. In his role with Warburg Pincus, Mr. Ackerman gained extensive experience
with strategic planning, mergers and acquisitions and capital markets in the healthcare services sector. While at Warburg Pincus, he served as an
advisor to senior executives of more than 15 healthcare services companies and reviewed over 500 healthcare services opportunities. His
experience at Warburg Pincus and his service on the boards of other healthcare related companies serve him well in advising the Company on
strategic matters. Mr. Ackerman served as a director of Coventry Health Care, Inc. (NYSE:CVH), a national managed healthcare company, from
November 1999 to May 2013. (1)(2)(3)(4)

JONATHAN D. BLUM (55) has served as a director of the Company since December 2008. Mr. Blum has served as the Chief Global Nutrition
Officer for Yum! Brands, Inc. (NYSE:YUM), a restaurant company with over 40,000 restaurants in more than 130 countries and territories and
ranked number 201 in the Fortune 500, since March 2012, and as Senior Vice President and Chief Public Affairs Officer since 1997. Mr. Blum
has extensive experience in government and public affairs, corporate brand development and management and corporate communications. As a
result of his role at Yum! Brands, Mr. Blum provides valuable insights into public relations matters, corporate compliance and best management
practices of multi-site operators with large employee-based operations. (2)(3)

THOMAS P. COOPER, M.D. (69) has served as a director of the Company since May 2003. Dr. Cooper is the founder and Vice Chairman of
Vericare Management, Inc. (�Vericare�), a provider of mental health services to patients in long-term care facilities. Dr. Cooper has served as Vice
Chairman of Vericare since January 2012 and as Chairman from 1991 to January 2012. Dr. Cooper is Chairman of the Board of Directors of
Hanger, Inc. (NYSE:HGR), a leading provider of orthotic and prosthetic patient care services, where he also serves as a member of the corporate
governance and nominating committee and the executive compensation committee. Dr. Cooper is also a director of IPC The Hospitalist
Company, Inc. (NASDAQ:IPCM), a leading provider of hospitalist services in the United States, where he serves as the lead independent
director and serves on the executive compensation committee. Dr. Cooper has substantial experience in healthcare from his roles as a practicing
physician as well as an entrepreneur in several healthcare ventures. He held senior management positions in companies that provide mental
health services, nurse triage services and physician services. Dr. Cooper brings a unique perspective on physician matters, quality of care issues
and the business of healthcare. (1)(4)(5)

PAUL J. DIAZ (52) has served as a director of the Company since May 2002 and as Chief Executive Officer of the Company since January 1,
2004. He served as President of the Company from January 2002 to May 2012 and as Chief Operating Officer of the Company from January
2002 to December 31, 2003. Mr. Diaz is a director of Davita Health Care Partners, Inc. (NYSE:DVA), a leading provider of kidney care and
other
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healthcare services in the United States and abroad, where he chairs the public policy committee and serves on the nominating and governance
committee. Mr. Diaz has served in various executive capacities with other long-term healthcare providers in operational, financial and legal
positions. As the sole management representative on the Board, Mr. Diaz provides a unique perspective regarding the business and strategic
direction of the Company and has experience in all aspects of the Company�s businesses. (1)

HEYWARD R. DONIGAN (52) has served as a director of the Company since March 2014. Ms. Donigan has served as President and Chief
Executive Officer and a director of ValueOptions, Inc., the nation�s largest independent behavioral healthcare and wellness company,
specializing in the management for all behavioral health issues and mental health and chemical dependency diagnoses, since 2010. Previously,
Ms. Donigan was Executive Vice President and Chief Marketing Officer of Premera Blue Cross, an insurer doing business in Washington,
Alaska and Oregon, from 2003 to 2010. With over 30 years of experience in all facets of the health plan business, including network
management, contracting, sales and marketing, product development and operations, Ms. Donigan is uniquely qualified to advise the Company
on the managed care business and operational matters.

RICHARD GOODMAN (65) has served as a director of the Company since March 2014. Mr. Goodman has had a three-decade career as a
global finance executive, most recently serving as Executive Vice President of Global Operations of PepsiCo, Inc. (NYSE:PEP), a leading
global food and beverage company, from 2010 to 2011 and as Chief Financial Officer from 2006 to 2010. Mr. Goodman is a director of Johnson
Controls, Inc. (NYSE:JCI), a global diversified technology and industrial company serving customers in over 150 countries, where he chairs the
audit committee and serves on the executive and finance committees. Mr. Goodman is also a director of The Western Union Company
(NYSE:WU), a leader in global payment services, where he chairs the audit committee and serves on the compensation and benefits committee,
and Toys �R� Us, Inc., the world�s leading toy and juvenile products retailer, where he chairs the audit committee. His corporate finance,
managerial and auditing experience and expertise position him well to advise the Company with respect to financial, accounting, strategic and
operational matters.

CHRISTOPHER T. HJELM (52) has served as a director of the Company since June 2011. He has served as the Senior Vice President and
Chief Information Officer of The Kroger Co. (NYSE:KR), which operates approximately 2,400 grocery retail stores in 31 states along with a
number of convenience stores, jewelry stores, fuel centers and processing plants, since August 2005. Mr. Hjelm served on the Board of Directors
of RehabCare Group, Inc. (�RehabCare�) (formerly NYSE:RHB) from July 2007 until June 2011. Mr. Hjelm has gained significant operational
and information technology expertise during his tenure with The Kroger Co. that is beneficial to the Company. His prior service on the board of
RehabCare allows him to provide valuable insights into operational and other integration-related matters. (2)(4)

FREDERICK J. KLEISNER (69) has served as a director of the Company since March 2009. Mr. Kleisner served as President and Chief
Executive Officer of Morgans Hotel Group Co. (NASDAQ:MHGC), a hospitality company that owns, operates, acquires, develops and
redevelops boutique hotels in the United States and Europe, from September 2007 to March 2011, and as a director from February 2006 to
March 2011. From October 2007 to March 2011, Mr. Kleisner served as President and a director of Hard Rock Hotel Holdings, LLC, a
destination casino and resort company. Mr. Kleisner is a director of Caesars Entertainment Corporation (NASDAQ:CZR), a global casino
entertainment provider where he serves on the audit committee. Mr. Kleisner is also a director and member of the audit and compensation
committees of Apollo Residential Mortgage, Inc. (NYSE:AMTG), a real estate investment trust that invests in, finances and manages
mortgage-backed securities, mortgage loans, and other residential mortgage assets in the United States. Mr. Kleisner served as a director of
Innkeepers USA Trust (previously Other-OTC:INKPP), a real estate investment trust, from November 2007 to August 2011. Mr. Kleisner has
substantial management experience in operating multi-site locations in the hospitality industry. His prior tenure in a chief executive officer
position along with his experience at other hotel operators has provided him with strong operating, market positioning and financial management
experience. (3)(5)
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JOHN H. SHORT, Ph.D. (69) has served as a director of the Company since June 2011. Dr. Short has served as a member of the Board of
Trustees of Seton Healthcare Family, a nonprofit healthcare provider in Texas, since July 2012. Dr. Short served as Executive Chairman of the
Board of Directors of Vericare Management, Inc., a provider of mental health services to patients in long-term care facilities, from March 2012
to October 2012, and as President and Chief Executive Officer of RehabCare (formerly NYSE:RHB) from May 2004 until June 2011, and as a
director from 1991 to June 2011. Dr. Short is a director of WellPoint, Inc. (NYSE:WLP), one of the nation�s largest health benefits companies,
where he serves on the audit and compensation committees. Dr. Short also serves as a principal of Short Consulting, LLC, a firm that provides
business consulting services to a broad range of healthcare providers. His substantial experience as a former Chief Executive Officer and
director of RehabCare uniquely positions him to advise the Company on strategic, operational and healthcare matters. (1)(5)

PHYLLIS R. YALE (56) has served as a director of the Company since January 2010. Ms. Yale has been an advisory partner with Bain &
Company Inc., a global management consulting firm, since July 2010. Ms. Yale was a partner with Bain & Company Inc. from 1987 to July
2010, and was a leader in building Bain�s healthcare practice. In her role at Bain, Ms. Yale works with healthcare payers, providers, and medical
device companies, and frequently advises the world�s leading private equity firms on their investments in the healthcare sector. She has served as
a member of the board of directors of several public and private companies in the healthcare sector, and currently serves as a director of Blue
Cross Blue Shield of Massachusetts. Ms. Yale has a deep knowledge base and experience in several segments of the healthcare industry
including corporate strategies, marketing, cost and quality management as well as mergers and acquisitions. (1)(3)(5)

(1) Member of the Strategic Development Committee of which Ms. Yale is Chair.
(2) Member of the Nominating and Governance Committee of which Mr. Ackerman is Chair.
(3) Member of the Executive Compensation Committee of which Mr. Kleisner is Chair.
(4) Member of the Audit Committee of which Mr. Ackerman is Chair.
(5) Member of the Quality and Compliance Committee of which Dr. Cooper is Chair.
The information contained in this proxy statement concerning the nominees is based upon statements made or confirmed to the Company by or
on behalf of such nominees, except to the extent certain information appears in its records. Directors� ages are given as of January 1, 2014.

SHARES OF COMMON STOCK OF THE COMPANY REPRESENTED BY PROXIES EXECUTED AND RETURNED PURSUANT
TO THE INSTRUCTIONS SET FORTH IN THE NOTICE OF INTERNET AVAILABILITY OF PROXY MATERIALS WILL BE
VOTED FOR THE ELECTION AS DIRECTORS OF ALL OF THE NOMINEES, UNLESS OTHERWISE SPECIFIED. The Board of
Directors does not contemplate that any of the nominees will be unable to serve as a director. However, in the event that one or more nominees
are unable or unwilling to accept or are unavailable to serve, the persons named in the proxies or their substitutes will have the authority,
according to their judgment, to vote or refrain from voting for other individuals as directors.
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CORPORATE GOVERNANCE AND BOARD MATTERS

Board Meetings and Committees

During 2013, the Board of Directors held 10 meetings, including five regular meetings and five special meetings. During 2013, each director
attended more than 75% of the total number of meetings held by the Board of Directors and each committee of which he or she was a member.

The Board of Directors has established an Audit Committee, an Executive Compensation Committee, a Nominating and Governance Committee,
a Quality and Compliance Committee and a Strategic Development Committee. Each committee has a written charter, which is available on the
Company�s website at www.kindredhealthcare.com. The Company�s Corporate Governance Guidelines also are available on its website.
Information on the Company�s website is not part of this proxy statement.

Audit Committee

The Audit Committee has three members consisting of Mr. Joel Ackerman (Chair), Thomas P. Cooper, M.D., and Mr. Christopher T. Hjelm.
Each member of the Audit Committee is independent and financially literate as defined under the listing standards of the NYSE. The Board of
Directors has determined that Mr. Ackerman is the Audit Committee�s financial expert as defined in Item 407 of Regulation S-K promulgated
under the Securities Act of 1933, as amended, and the Securities Exchange Act of 1934, as amended (the �Exchange Act�). The Audit Committee
held five meetings during 2013. The Audit Committee assists the Board of Directors in monitoring: (1) the adequacy of the Company�s system of
internal controls, accounting policies, financial reporting practices, and the quality and integrity of the Company�s financial reporting; (2) the
independent registered public accounting firm�s qualifications and independence; (3) the performance of the Company�s internal audit function
and independent registered public accounting firm; and (4) the Company�s compliance with legal and regulatory requirements.

Executive Compensation Committee

The Executive Compensation Committee has four members consisting of Mr. Frederick J. Kleisner (Chair), Mr. Joel Ackerman, Mr. Jonathan D.
Blum and Ms. Phyllis R. Yale. Each member of the Executive Compensation Committee is independent as defined under the listing standards of
the NYSE, qualifies as an outside director within the meaning of Section 162(m) of the Internal Revenue Code of 1986, as amended (the �Code�),
and qualifies as a non-employee director within the meaning of Rule 16b-3 under the Exchange Act. The Executive Compensation Committee
held nine meetings during 2013. The Executive Compensation Committee assists the Board of Directors in fulfilling its responsibility to the
Company�s shareholders, potential shareholders and the investment community by ensuring that the Company�s key executives, officers and
Board members are compensated in accordance with the Company�s overall compensation policies and executive compensation program. The
Executive Compensation Committee recommends and approves compensation policies, programs and pay levels that are necessary to support
the Company�s objectives and that are rational and reasonable to the value of the services rendered. The Executive Compensation Committee also
reviews and discusses with management the Compensation Discussion and Analysis prepared for inclusion in this proxy statement and, based
upon such review, determines whether to recommend to the Board of Directors that the Compensation Discussion and Analysis be included in
this proxy statement. Furthermore, the Executive Compensation Committee prepared the section entitled �Compensation Committee Report� on
page 62 of this proxy statement.

The Executive Compensation Committee�s processes and procedures for the consideration and determination of executive compensation,
including the role of the Company�s Chief Executive Officer in making recommendations to the Executive Compensation Committee and the role
of its compensation consultant in assisting the Executive Compensation Committee in its functions, are more fully described below in the section
entitled �Compensation Discussion and Analysis� beginning on page 16 of this proxy statement.
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Nominating and Governance Committee

The Nominating and Governance Committee has three members consisting of Mr. Joel Ackerman (Chair), Mr. Jonathan D. Blum, and
Mr. Christopher T. Hjelm. Each member of the Nominating and Governance Committee is independent as defined under the listing standards of
the NYSE. The Nominating and Governance Committee held four meetings during 2013. The Nominating and Governance Committee assists
the Board of Directors by: (1) identifying individuals qualified to become members of the Board of Directors, approving the director nominees
for the next annual meeting of shareholders and approving nominees to fill vacancies on the Board of Directors; (2) recommending to the Board
of Directors nominees for director and chair(s) for each committee; (3) leading the Board of Directors in its annual review of the Board of
Directors and senior management�s performance; and (4) recommending to the Board of Directors the Corporate Governance Guidelines
applicable to the Company. The Nominating and Governance Committee also recommends to the Board of Directors whether or not to accept
the expected resignation of any director who fails to receive the required vote for re-election in any uncontested election as set forth in the
Company�s bylaws and Corporate Governance Guidelines, or whether other action should be taken.

Quality and Compliance Committee

The Quality and Compliance Committee has four members consisting of Thomas P. Cooper, M.D. (Chair), Mr. Frederick J. Kleisner,
Mr. John H. Short, Ph.D. and Ms. Phyllis R. Yale. All members of the Quality and Compliance Committee are independent as defined under the
listing standards of the NYSE except for Dr. Short. The Quality and Compliance Committee held three meetings during 2013. The Quality and
Compliance Committee assists the Board of Directors in evaluating and monitoring the Company�s: (1) programs, policies, procedures and
performance improvement practices that support and enhance the quality of care provided by the Company; (2) compliance with applicable
healthcare laws, regulations, policies, professional standards and industry guidelines; and (3) compliance with the Company�s Code of Conduct.

Strategic Development Committee

The Strategic Development Committee has six members consisting of Ms. Phyllis R. Yale (Chair), Mr. Joel Ackerman, Thomas P. Cooper,
M.D., Mr. John H. Short, Ph.D., Mr. Paul J. Diaz and Mr. Edward L. Kuntz. As previously noted, Mr. Kuntz has notified the Company that he
does not wish to stand for re-election to the Board of Directors, and his term as a member of the Strategic Development Committee will expire
upon the conclusion of the Annual Meeting. With the exception of Messrs. Diaz, Short and Kuntz, each member of the Strategic Development
Committee is independent as defined under the listing standards of the NYSE. The Strategic Development Committee held one meeting during
2013. The Strategic Development Committee assists the Board of Directors and management in the development and evaluation of the
Company�s business and strategic initiatives.

Director Independence

The Board of Directors has determined that the following eight directors are independent, as defined under the listing standards of the NYSE:
Mr. Joel Ackerman, Mr. Jonathan D. Blum, Thomas P. Cooper, M.D., Ms. Heyward R. Donigan, Mr. Richard Goodman, Mr. Christopher T.
Hjelm, Mr. Frederick J. Kleisner and Ms. Phyllis R. Yale.

The independent directors have regularly scheduled meetings at which members of management are not present. The Company�s lead
independent director presides as chair of these meetings. Thomas P. Cooper, M.D. has served as the Company�s lead independent director since
May 2009.

The Board of Directors� independence determination for each director was based upon a review in which each director�s independence was
evaluated on a case-by-case basis. In performing the independence evaluations, the Board of Directors considers any matters that could affect the
ability of each outside director to exercise
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independent judgment in discharging his or her responsibilities as a director, including all transactions and relationships between each such
director, the director�s family members and organizations with which the director or the director�s family members have an affiliation and the
Company, its subsidiaries and its management. Any such matters are evaluated both from the standpoint of the director and from that of persons
or organizations with which the director has an affiliation. In addition, the Board of Directors also considers any other transactions, relationships
or arrangements that could affect director independence.

In 2013, the Board of Directors reviewed relationships between the Company and other entities for which a director of the Company also serves
as a director. This review included analysis of ordinary course business transactions between the Company and: (1) Coventry Health Care, Inc.
for which Mr. Ackerman served as a non-employee director; (2) Hanger, Inc. for which Dr. Cooper serves as a non-employee director; (3) IPC
The Hospitalist Company, Inc. for which Dr. Cooper serves as a non-employee director; (4) Blue Cross Blue Shield of Massachusetts for which
Ms. Yale serves as a non-employee director; and (5) WellPoint, Inc. for which Dr. Short serves as a non-employee director.

In connection with the appointment of Ms. Donigan and Mr. Goodman to the Board of Directors in March 2014, the Board of Directors
reviewed ordinary course business transactions between the Company and: (1) ValueOptions, Inc. for which Ms. Donigan serves as an employee
director; and (2) Johnson Controls, Inc. for which Mr. Goodman serves as a non-employee director.

During these reviews, the Board of Directors identified no transactions, relationships or arrangements in which a director of the Company had or
will have a direct or indirect material interest or which otherwise adversely impacted the Board of Directors� independence evaluation of the
applicable outside directors.

Board Leadership Structure

The Board of Directors has elected to separate the roles of Chairman of the Board of Directors and Chief Executive Officer. Since 2012, the
Company�s Corporate Governance Guidelines provide that the Chairman of the Board shall, whenever possible, be an independent director. This
independent Chairman policy, which will be implemented once Edward L. Kuntz ceases to serve as Chairman of the Board following the Annual
Meeting, will not apply if an independent director is unavailable or unwilling to serve as Chairman.

If at any time the Chairman of the Board is not an independent director, it is the policy of the Board of Directors that a lead independent director
be chosen annually by the independent directors from among the independent directors. Dr. Cooper currently serves as the Company�s lead
independent director. The lead independent director: (1) approves meeting agendas for the Board of Directors; (2) approves Board meeting
schedules to assure there is sufficient time to discuss all agenda items; (3) presides at all meetings of the directors at which the Chairman of the
Board of Directors is not present, including all meetings of the independent directors; (4) serves as a liaison between the Chairman of the Board
of Directors and the independent directors; (5) approves information sent to the Board of Directors; (6) has the authority to call meetings of the
independent directors; (7) is available for direct communication with the Company�s major shareholders; and (8) has such other duties as
determined by the Board of Directors.

The independent directors meet in executive session at each regular Board meeting to consider such matters as they deem appropriate, including,
but not limited to, a review of the performance of the Chief Executive Officer.

The Board�s Role in Risk Oversight

The Board of Directors annually reviews a company-wide enterprise risk assessment, as presented by the Company�s senior strategy, risk
management and internal audit executives. This presentation is intended to give the Board of Directors a current view of the Company�s primary
operational, compliance, financial and strategic
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risks, on both a company-wide as well as a division-specific basis. In addition to this annual enterprise risk assessment, an evaluation of
principal areas of risk and corresponding mitigation strategies are examined in further detail during the year by: (1) the Board of Directors
regarding key strategic risks; (2) the Audit Committee regarding key financial risks; (3) the Quality and Compliance Committee regarding key
operational and quality risks; and (4) the Executive Compensation Committee regarding the relationship of the Company�s executive
compensation program and risk.

Policies Governing Director Nominations

It is the policy of the Nominating and Governance Committee to consider director candidates recommended by shareholders in accordance with
the procedures set forth below and who appear to be qualified to serve on the Board of Directors. The Nominating and Governance Committee
may choose not to consider an unsolicited recommendation if no vacancy exists on the Board of Directors. There have been no material changes
to the procedures by which shareholders may recommend director candidates since the Company last disclosed such procedures.

To submit a recommendation of a director candidate to the Nominating and Governance Committee, a shareholder should submit the following
information in writing, addressed to the Chair of the Nominating and Governance Committee, care of the Corporate Secretary, at the Company�s
principal office:

1. the name of the person recommended as a director candidate;

2. all information relating to such person that is required to be disclosed in solicitations of proxies for election of directors pursuant to
Regulation 14A under the Exchange Act;

3. the written consent of the person being recommended as a director candidate to being named in the proxy statement as a nominee and to
serving as a director if elected;

4. as to the shareholder making the recommendation, the name and address, as they appear on the Company�s records, of such shareholder;
provided, however, that if the shareholder is not a registered holder of the Company�s Common Stock, the shareholder should submit his or her
name and address along with a current written statement from the record holder of the shares that reflects ownership of the Company�s Common
Stock, and the number and class of all shares of each class of stock of the Company owned of record or beneficially by such holder; and

5. a statement disclosing whether such shareholder is acting with or on behalf of any other person and, if applicable, the identity of such person.

In order for a director candidate to be considered for nomination at the Company�s annual meeting of shareholders to be held in 2015, the
recommendation must be received in accordance with the requirements for other shareholder proposals.

The Nominating and Governance Committee has generally identified director nominees based upon suggestions by outside directors, members
of management and/or shareholders and outside search firms, and has interviewed and evaluated those persons on its own. On occasion, the
Company engages outside search firms to identify and screen potential director candidates.

As set forth in its written charter, the Nominating and Governance Committee generally will seek directors who possess integrity, a high level of
education and business experience, broad-based business acumen, an understanding of the Company�s business and the healthcare industry in
general, strategic thinking and a willingness to share ideas, a network of contacts and diversity of experiences, expertise and backgrounds.
Further, as set forth in the Company�s Corporate Governance Guidelines, the Nominating and Governance
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Committee is responsible for annually reviewing with the Board of Directors the requisite skills and characteristics of new Board members, as
well as the composition of the Board of Directors as a whole. This assessment includes a review of each director�s independence, as well as
consideration of diversity, age, skills, expertise and experience in the context of the needs of the Board of Directors. While the Corporate
Governance Guidelines do not prescribe diversity standards, as a matter of practice, the Nominating and Governance Committee considers
diversity in the context of the Board of Directors as a whole and takes into account the personal characteristics and experience of current and
prospective directors to facilitate deliberations that reflect a broad range of perspectives. The Nominating and Governance Committee uses the
above criteria to evaluate potential nominees, and does not evaluate proposed nominees differently depending upon who has made the proposal.
The Nominating and Governance Committee reviews current directors who may be proposed for re-election considering the factors described
above and their past contributions to the Board of Directors. In so doing, the Nominating and Governance Committee has determined that the
directors proposed for election at the Annual Meeting have experience, skills and qualifications consistent with the principles set out in the
charter of the Nominating and Governance Committee as described above under ��Nominees for Director.�

Director Attendance at Annual Meetings of Shareholders

The Board of Directors does not require directors to attend the annual meeting of shareholders. Each member of the Company�s Board of
Directors serving at that time attended the 2013 annual meeting of shareholders.

Code of Business Conduct and Ethics

The Company has adopted a Code of Conduct that serves as its code of ethics and applies to all of the Company�s directors and employees,
including the principal executive officer, principal financial officer, principal accounting officer, and certain other persons performing similar
functions. The text of the Company�s Code of Conduct is posted on the Company�s website located at www.kindredhealthcare.com under the
�Investors� section and is available in print to any requesting shareholder. Information contained on the Company�s website is not part of this proxy
statement. In addition, the Company intends to disclose on its website: (1) the nature of any amendment to a provision of the Code of Conduct
that applies to the Company�s principal executive officer, principal financial officer, principal accounting officer, or certain other persons
performing similar functions; and (2) the nature of any waiver, including an implied waiver, from provisions of the Code of Conduct that is
granted to one of these specified individuals (which may only be made by the Board of Directors or a Board committee), the name of the person
to whom the waiver was granted and the date of the waiver. Such disclosure will be made within four business days following the date of the
applicable amendment or waiver.

The Code of Conduct generally prohibits the Company�s directors, executive officers and employees from engaging in activities that conflict with
the interests of the Company and the residents and patients served by the Company. Situations that may give rise to a potential conflict of
interest under the Code of Conduct include: (1) having a material direct or indirect financial or business interest in any entity that does business
with the Company; (2) having a direct or indirect financial or business interest in any transaction between the Company and a third party; and
(3) serving as a director, officer, employee, consultant or agent of an organization that does business with the Company.

To facilitate compliance with these rules, the Code of Conduct requires that individuals report to their supervisors, or to the Board of Directors
in the case of directors and executive officers, circumstances that may create or appear to create a conflict between the personal interests of the
individual and the interests of the Company, regardless of the amount involved. In addition, each director and executive officer annually
confirms to the Company certain information about potential related person transactions as part of the preparation of the Company�s Annual
Report on Form 10-K and its annual proxy statement. Director nominees and persons promoted to executive officer positions also must confirm
such information. In addition, management reviews its
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records and makes additional inquiries of management personnel and, as appropriate, third parties and other resources for purposes of
identifying related person transactions, including related person transactions involving beneficial owners of more than 5% of the Company�s
voting securities.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act requires the Company�s directors and executive officers and persons who own more than 10% of the Common
Stock of the Company to file initial stock ownership reports and reports of changes in ownership with the SEC. Based upon a review of these
reports and on written representations from the Company�s directors and executive officers that no other reports were required, the Company
believes that the applicable Section 16(a) reporting requirements were complied with for all transactions that occurred in 2013.

Related Person Transactions

In accordance with the charter for the Nominating and Governance Committee of the Board of Directors, the Nominating and Governance
Committee evaluates each related person transaction involving a director or executive officer for the purpose of determining whether to
recommend to the disinterested members of the Board that the transactions are fair, reasonable and within Company policy, and whether they
should be ratified and approved by the Board. The Nominating and Governance Committee considers each related person transaction in light of
all relevant factors and the controls implemented to protect the interests of the Company and its shareholders.

Relevant factors include:

� the benefits of the transaction to the Company;

� the terms of the transaction and whether the terms have been negotiated at arm�s-length and in the ordinary course of the Company�s
business;

� the direct or indirect nature of the related person�s interest in the transaction;

� the amount involved and the expected term of the transaction; and

� other facts and circumstances that bear on the materiality of the related person transaction under applicable law and listing standards.
Approval by the Board of Directors of any related person transaction involving a director also must be made in accordance with applicable law
and the Company�s organizational documents as from time to time in effect. When a vote of the disinterested directors is required, such vote is
called only following full disclosure to such directors of the facts and circumstances of the relevant related person transaction. Transactions that
are not approved or ratified as required by the Code of Conduct are subject to termination by the Company, if so directed by an employee�s
supervisor, the Nominating and Governance Committee or the Board of Directors, as applicable, taking into account such factors as such
individual or body deems appropriate and relevant. Based upon its review, the Nominating and Governance Committee did not identify any
related person transactions under Item 404 of Regulation S-K for 2013 or that are currently proposed.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain information regarding beneficial ownership of the Common Stock as of March 15, 2014 (except as noted
below) by (1) each person who is a director or nominee for director, (2) each of the Company�s named executive officers, (3) all of the persons
who are directors and executive officers of the Company, as a group, and (4) each shareholder known by the Company to be the beneficial
owner of more than 5% of its outstanding shares of Common Stock.

Name of Beneficial Owner
Amount and Nature of

Beneficial Ownership (1) Percent of Class (1)
Directors, Nominees and Named Executive Officers
Edward L. Kuntz 97,424 *
Paul J. Diaz 511,422 *
Joel Ackerman 49,933 *
Jonathan D. Blum 49,933 *
Thomas P. Cooper, M.D. 74,187 *
Heyward R. Donigan �  *
Richard Goodman �  *
Christopher T. Hjelm 35,157 *
Frederick J. Kleisner 49,933 *
John H. Short, Ph.D. 101,675 *
Phyllis R. Yale 44,633 *
Benjamin A. Breier 465,303 *
Richard A. Lechleiter (2) 25,790 *
Lane M. Bowen 124,058 *
Patricia M. Henry 59,470 *
Jeffrey P. Winter (3) 68,592 *

All Directors and Executive Officers as a Group (23 persons) 2,030,415 3.7% 

Other Security Holders with More than 5% Ownership
BlackRock, Inc. (4) 4,996,867 9.2% 
Dimensional Fund Advisors LP (5) 4,575,422 8.4% 
Wellington Management Company, LLP (6) 4,201,763 7.7% 
T. Rowe Price Associates, Inc. (7) 3,515,280 6.5% 
The Vanguard Group, Inc. (8) 3,170,205 5.8% 

* Denotes less than 1%.

(1) Includes shares subject to stock options which are exercisable within 60 days from March 15, 2014. The number of shares of Common
Stock that may be acquired through exercise of stock options, which are exercisable as of, or within 60 days after, March 15, 2014, are as
follows: Mr. Kuntz � 78,087 shares; Mr. Diaz � 62,889 shares; Mr. Ackerman � 15,000 shares; Mr. Blum � 15,000 shares; Dr. Cooper � 19,626
shares; Mr. Kleisner � 15,000 shares; Mr. Breier � 13,668 shares; Mr. Lechleiter � 23,959 shares; and Mr. Bowen � 30,030 shares. Unless
otherwise noted, the Company believes that all persons named in the table have sole voting and investment power with respect to all shares
of Common Stock beneficially owned by them.

(2) Mr. Lechleiter, Kindred�s former Executive Vice President and Chief Financial Officer, retired from Kindred on January 15, 2014.
Mr. Lechleiter�s stock ownership information is based in part upon representations provided by Mr. Lechleiter as of March 7, 2014.
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