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...1s a promise kept.

A promise to provide care and services
in a warm and gentle manner, tailored
to the individual. A promise to ensure
that loved ones are in good company
and in good hands. A promise to
develop and successfully execute a
business strategy that delivers strong
results. A promise to skillfully oper-
ate the largest and most recognized
management services company in the
senior living industry. A promise to
provide a greater variety of services in
more communities and locations than
ever before. The promises kept by
Sunrise are reflected every day in the

smiles of those we serve.




A promise
to serve with dedication:

Year Ended December 31, 20030 2002 2001
Operating revenue $1,188,301 $ 505,912 $ 428,219
At Sunrise Senior Living, we love to serve— Net income® 62,178 54,661 49,101
Cash and cash equivalents 102,548 173,119 50,275
the residents of our communities and their Total assets 1,009,798 1,116,151 1,177,615
Total debt 222,990 456,969 630,756
family members; the shareholders who invest Total stockholders’ equity 490,276 465,818 410,701

in our company; our dedicated team of

professional caregivers; and the owners

of the communities we manage.

Communities operated (at end of period)
Resident capacity

Notes (1) and (3): See notes to Selected Financial Data on page 18.

TO OUR FELLOW SHAREHOLDERS:

In 1981, Sunrise opened its first community with a promise
to provide compassionate care and resident-centered services
for seniors. We have grown from this one community to
more than 370 by keeping our promises to our residents and
their families, our shareholders, our dedicated team members,
the owners of the properties we manage and our lenders.
While Sunrise is now the country’s largest senior living
provider, we still deliver our care and services to each resident
using the same resident-centered model we introduced
more than 20 years ago, which is a hallmark of our organi-
zation. The success Sunrise enjoyed in 2003 is the direct
result of the efforts of thousands of Sunrise team members
working together to keep the Sunrise promise and fulfill one
mission—to champion quality of life for all seniors.

2003 Results

2003 was a very rewarding and successful year for Sunrise.
During the year we accomplished several significant goals,
including integrating 148 senior living communities fol-
lowing the completion of the Marriott Senior Living and
EdenCare transactions; executing agreements with CNL
Retirement Properties, Inc., a leading owner of senior housing
and the largest owner of properties operated by Sunrise, and
The Carlyle Group, a global private equity investment firm,
to develop senior living communities in the United States;
opening 17 new communities developed by us; and complet-
ing the sale of 43 consolidated properties valued at $438 mil-
lion while retaining long-term management agreements.

As a result of our achievements, we now offer more
services in more locations than ever before. We more than
doubled our resident capacity to a year-end level of nearly
43,000, served by a dedicated team of more than 31,000

373 209 186
42,751 16,600 14,797

individuals. We also more than doubled our revenues under
management to $1.4 billion and, based on the fourth quar-
ter of 2003, are now on an annualized, managed revenue
run rate of over $1.7 billion. Revenues under management
is an important measure to Sunrise and our shareholders, as
our management fees are typically a percentage of revenue.
Growth in revenues under management should result in
higher revenues and earnings.

For the year, we reported net income of $62.2 mil-
lion, or $2.63 per share—an 18 percent improvement in
EPS over 2002 results, despite $11 million, or $0.28 per
share, of one-time transition expenses associated with the
Marriott Senior Living transaction. Most importantly, the
majority of our growth in earnings per share was a result of
higher revenues and earnings from long-term management
contracts and lower interest expense from debt reduction,
resulting from our transformation to a management
services company.

Our balance sheet is stronger than ever with over
$100 million of cash and a $200 million available corpo-
rate credit facility with no amounts currently outstanding.
During 2003, we reduced our debt by over 50 percent
from $457 million to just $223 million, or only 22 per-
cent of total assets.

Management Services Transformation

For several years now, it has been Sunrise’s objective to
transform into a management services company. Sunrise
effectively completed this transition in 2003 through three
primary drivers—assuming management of the Marriott
Senior Living Services and EdenCare portfolios, accelerat-
ing our sale/long-term manage back program and deciding




to develop substantially all of our new communities with
investment partners. Sunrise believes this transformation has
and will continue to result in more stable and predictable
revenue and earnings streams as they become increasingly
based on long-term management contracts.

The Marriott transaction added 126 new communities
to Sunrise’s portfolio, including communities that offer
independent living, assisted living, Alzheimer’s care and
skilled nursing centers. We have made good progress
toward increasing the occupancy levels of the Marriott
Senior Living communities and believe further improve-
ment is likely as we continue to implement our operating
procedures in those communities.

Later in 2003, Sunrise expanded its portfolio once
again when it assumed management of 22 EdenCare Senior
Living Services communities pursuant to long-term manage-
ment agreements. The EdenCare communities include
assisted living and Alzheimer’s care communities as well as
full-service campuses providing independent living, assisted
living and Alzheimers care. These communities have been a
positive addition to our portfolio, and we see strong oppor-
tunities to increase occupancy, revenues and associated man-
agement fees in the months and years ahead.

In 2003, Sunrise completed sale/long-term manage
back transactions involving 43 consolidated communities
valued at approximately $438 million. These transactions
involve Sunrise selling all or the majority of its ownership
interest in a property while retaining the management of
the community, pursuant to long-term management agree-
ments. The sale/long-term manage back transactions com-
pleted in 2003 resulted in debt reduction of approximately
$215 million and generated approximately $240 million

of pre-tax proceeds.

Another key element of our management services trans-
formation is that the majority of our new development is
now taking place with investment partners. By developing
communities with investment partners, such as CalPERS
and Prudential, Sunrise is able to open new communities
and increase revenue and earnings from long-term manage-
ment contracts while, at the same time, reducing our risk
profile because start-up losses as well as capital, development
and community fill-up risks are shared. In 2003, Sunrise
announced new development agreements with two addi-
tional investment partners—CNL and The Carlyle Group.
We intend to continue to negotiate new development agree-
ments with sophisticated institutional investors.

Sunrise has spent years developing the core competencies
necessary for success as a management services company.
For example, our owner services team serves as an effective
liaison between our owner groups and the dedicated teams
who manage our communities on a day-to-day basis; our
purchasing team works to ensure cost-effective purchasing
solutions for our network of communities; and our facilities
management group works closely with our operations team
to manage the maintenance of the buildings we operate.

More senior living property owners are turning to Sunrise
for their management needs. We are continually evaluating
new management opportunities, but we will remain selec-
tive—seeking to grow in strong, familiar markets.

Expanding Locations and Services to Meet Seniors’ Needs
In 2003, we changed our name to Sunrise Senior Living to
reflect the broadened scope of services available to seniors
through Sunrise, including independent living, assisted
living, Alzheimer’s care, skilled nursing and rehabilitative
care, At Home Assisted Living, short-term stays and hospice
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care, which is provided in our communities by preferred
hospice providers.

Sunrise continued its expansion in the United States,
Canada and Europe in 2003 opening 17 communities we
developed. At the end of the year, Sunrise had 16 commu-
nities under construction that are expected to open over
the next four quarters and another 39 in development.
Additionally, in the fourth quarter of 2003, Sunrise began
construction on its first two communities in Germany and
two additional communities in the United Kingdom,
which are expected to open in 2005.

Sunrise also expanded its At Home Assisted Living
program in 2003, introducing the home-based senior care
services to the Atlanta metropolitan market and, in 2004,
to South Florida and Chicago. The service, which offers
seniors a personalized program of home care and home-
maker services, as well as medication assistance and 24-hour
emergency response services, is now available in seven of the
major metropolitan markets where Sunrise operates senior
living communities.

Looking Ahead
We are excited about Sunrise’s prospects for 2004 and look
forward to delivering continued strong financial results. In
2004, we expect a large portion of our growth to be gener-
ated from revenue increases in our portfolio of owned and
managed communities driven by higher occupancy and
average daily rates. Additional growth in 2004 is expected
to come from the expansion of our operating portfolio
through new construction and new third-party manage-
ment contracts.

Sunrise’s 2004 results will reflect a full year of benefit
from the assumption of management of the Marriott Senior
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Living and EdenCare portfolios and we expect it to reflect
stronger performance from our European operations.
Additionally, we plan to re-deploy cash into higher yield-
ing investments and anticipate a lower interest expense
over last year as our debt is now half of what it was at

the beginning of 2003.

We expect our revenues under management to increase
to over $1.8 billion in 2004, or more than 30 percent above
2003 levels of $1.4 billion, driven by revenue growth from
our existing portfolio as well as revenue from newly opened
communities and new management contracts. The growth
in revenues under management as well as new construction
starts and the receipt of potential incentive fees should result
in higher revenue and earnings for Sunrise. We expect the
majority of this growth to occur in the second half of 2004,
when new community openings and construction starts are
expected to occur.

2004 holds great promise for Sunrise residents, family
members, shareholders, team members and owners. We are
thankful for the strong support we have received from these
groups, which has helped position us as the nation’s leading
senior living provider. We are committed to those we serve
and look forward to another great year. Thank you for your
interest in Sunrise Senior Living.

’@/ﬁ)&% —== T Z AN

Paul J. Klaassen Thomas B. Newell
Chairman and President
Chief Executive Officer

March 16, 2004
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SHAREHOLDERS

The shareholders who own this company have
entrusted their investment to us and placed
their faith in our management team to develop
and execute a successful operating strategy.

We value their confidence and are closely

aligned with shareholders’ interests.

PROPERTY OWNERS

We have developed strong relationships with
our property owners. By providing consistent,
high-quality care and services and generating
attractive returns for our property owners,
we seek to build on our status as the premier
operator in the industry and increase the
probability that existing and new owners will

choose Sunrise to manage their properties.

LENDERS

Capital sources looking to invest in the
senior living field are attracted to Sunrise’s
long and proven track record. Sunrise has
strong relationships with leading regional,
national and international lenders—
providing access to the capital needed

for new development.
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than ever
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ASSISTED LIVING

Our unique approach to assisted living provides the ideal
solution for seniors who need some help with daily activi-
ties, such as bathing, dressing and medication reminders.
We focus on a resident’s wellness and independence by
providing a tailored plan of assistance. Our residents
enjoy beautifully appointed living spaces, delicious meals,
engaging social activities, transportation and personalized
assistance and care. We offer assisted living in a choice of
locations, under well-known names that include Sunrise
Assisted Living, Brighton Gardens and others.

INDEPENDENT LIVING

Our independent living alternatives are often the perfect
solution for seniors who wish to enjoy an active, fulfill-
ing life with access to a wide range of services. Overall,
these independent living communities allow each resi-
dent to enjoy a high quality of life by providing a wide
range of living environments matched with a personal-
ized array of services. Most of our independent living
communities also offer assisted living neighborhoods
and often nursing and rehabilitative care options to
meet life’s changing needs.

Houston

ALZHEIMER’S CARE

Sunrise recognizes the special needs of people with
Alzheimer’s disease and other related memory impair-
ments. Offering a fresh approach, we begin with under-
standing the stories and details of a senior’s life so we
can help them attain what we call “pleasant days.” This
means finding ways to involve residents in everyday
activities they enjoy and can feel successful at, in specially
designed surroundings that are both safe and stimulating.

NURSING AND
REHABILITATIVE CARE

At Sunrise, we place a premium on enhancing each resi-
dent’s quality of life, while providing the most exacting
standards of nursing care. For those who have more
complex care needs, certain Sunrise communities offer:
24-hour skilled nursing; post-hospital and post-surgical
care; restorative care; physical, occupational and speech
therapy; pharmacy services; and family counseling.

AT HOME
ASSISTED LIVING

For seniors who aren’t ready to move to a senior living
community and wish to remain in their own homes,
Sunrise offers quality health and homemaker services in
certain areas from licensed/certified, insured professional
caregivers; medication assistance; and reliable, 24-hour

security monitoring and emergency response systems.

SHORT-TERM
RESPITE STAYS

Sunrise offers short-term services to seniors in all our
living alternatives when family members are away or
need a short break from caregiving. Short stays are also
an option for seniors needing some assistance after sur-

gery or during an illness.

HOSPICE CARE

By working with a network of preferred providers who
have agreed to abide by established best practices, Sunrise
makes it possible for residents with end-of-life needs to
receive high-quality, consistent hospice care while residing
and remaining in one of our communities.

15
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In appreciation

Success can be measured many different ways, but success can only be achieved by a dedicated team of individuals who
are committed to the same cause.

We are humbled and gratified to know that our success is the result of thousands of people who have supported Sunrise
since 1981. Without the residents and family members who trust us for their care and service needs; the team members who
believe in the mission of Sunrise and work toward fulfilling it every day; and the investors who have shown confidence
in Sunrise’s ability to develop and execute an effective business strategy, we would not be where we are today.

We extend a heartfelt thanks to all of these individuals and look forward to delivering a future full of promises kept.

OUR TOP FIVE
RESIDENTS AND THE TOP FIVE TOP FIVE INSTITUTIONAL
FAMILY MEMBERS SUNRISE TEAM BANKS PROPERTY OWNERS SHAREHOLDERS

www.fcicreative.com
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Stock Information

Sunrise’s common stock is listed and traded publicly on the New
York Stock Exchange under the symbol SRZ. Trading of the com-
mon stock commenced on May 31, 1996. Sunrise’s common stock
began trading on the New York Stock Exchange on May 23, 2001
under the symbol SRZ. Prior to that date, Sunrise’s common stock
was traded on the Nasdaq National Market under the symbol
SNRZ. As of March 3, 2004, there were 263 stockholders of
record. No cash dividends have been paid in the past.

Kenneth J. Abod

Senior Vice President and Treasurer

Jeffrey M. Jasnoff

Senior Vice President, Human Resources

Quarterly Market Price Range of Common Stock

2003

Quarter Ended High Low
March 31, 2003 25.54 21.37
June 30, 2003 28.95 19.60
September 30, 2003 27.45 21.26
December 31, 2003 40.00 26.40
2002

Quarter Ended High Low
March 31, 2002 32.70 20.60
June 30, 2002 30.15 25.36
September 30, 2002 27.50 21.00
December 31, 2002 29.00 19.60
Web site

To learn more about Sunrise Senior Living, Inc., visit our Web site:
www.sunriseseniorliving.com

Forward-Looking Statements

This annual report contains certain forward-looking statements that
involve risks and uncertainties. Although Sunrise believes the expecta-
tions reflected in such forward-looking statements are based on rea-
sonable assumptions, there can be no assurance that Sunrise’s expecta-
tions will be realized. Sunrise’s actual results could differ materially
from those anticipated in these forward-looking statements as a result
of various factors, including, but not limited to, development and
construction risks, acquisition risks, business conditions, competition,
changes in interest rates, our ability to manage our expenses as a per-
centage of revenues under management, market factors that could
affect the value of our properties, the risks of downturns in economic
conditions generally, success in integrating Marriott Senior Living
Services' operations and other acquisitions, satisfaction of closing con-
ditions and availability of financing for development and acquisitions.
These and other risks are detailed in the Company’s annual report on
Form 10-K filed with the Securities and Exchange Commission. We
assume no obligation to update or supplement forward-looking state-
ments that become untrue because of subsequent events. Unless the
context suggests otherwise, references herein to “Sunrise,” the “com-
pany,” “we,” “us” and “our” mean Sunrise Senior Living, Inc. and its
consolidated subsidiaries.



