100 E. Vine Street Robert G. Adams
Murfreesboro, Tennessee 37130 Chief Executive Officer

NHC

March 27, 2009
Dear Fellow Shareholder:

It is my pleasure to invite you to attend NHC’s 208nnual
Meeting of Shareholders. The annual meeting veilhbld
on Tuesday, May 5, 2009 at 4:00 p.m. CDT on tH& 14
Floor at the City Center in Murfreesboro, 100 Ené&/i
Street, Murfreesboro, Tennessee.

The Notice of Annual Meeting and Proxy Statemerthia
mailing describe the business items we plan toesddat
the meeting. We also will present a brief reporoar
business and respond to your questions.

Your vote is very important. Please take the timeast
your vote regardless of the number of shares yau oviou
have the option to cast your proxy vote by teleghon
online at Proxyvote.com as provided by Broadridge
Financial Solutions. These are quick, cost-efiecéind
easy ways for you to submit your proxy. If youesbly
telephone or via the internet, you do not neeetorn the
enclosed proxy card by mail. If you prefer to vbyemail,
please promptly sign, date and return the enclpsexy
card in the postage-paid envelope provided.

| look forward to seeing you on May'5

Best regards,

W/Z

NHC

NATIONAL HEALTHCARE CORPORATION




NHC

100 E. Vine Street
Murfreesboro, TN 37130

The 2009 Annual Meeting of the Shareholders (theéthg") of National
HealthCare CorporatiorfHC” or the "Company") will be held on the" &loor of
the City Center at 100 E. Vine Street, Murfreeshdennessee, on Tuesday, May 5,
2009, at 4:00 p.m. CDT. At the meeting, we wilteyon the following items and
any other matters that are properly presentedeatiteting:

1) Reelect two directors;

2) Transact such other business as may propemhe d®fore the meeting
or any continuances of it.

The nominees for reelection as directors are J. Maernathy and Robert
G. Adams. These nominees currently serve as dieof the Company.

The Board of Directors (th@oard’) has chosen the close of business on
Monday, March 16, 2009 as the record date ®ecord Dat® for the
determination of shareholders who must be notifieand who are eligible to vote
at the meeting or at any postponement or adjourhofé¢he meeting.

Please use the toll-free telephone number or vataenat Proxyvote.com
(provided by Broadridge Financial Solutions) omsidate, and return the proxy
card promptly in the enclosed envelope. All proxgterials are also available via
the website at www.NHCcare.com. If you attendNteeting, you may vote in
person even if you have previously mailed a praagc

As authorized by the Board of Directors,
JOHN K. LINES

SVP, General Counsel & Secretary

March 27, 2009
Murfreesboro, Tennessee

Your Vote is Important!



100 E. Vine Street
Murfreesboro, Tennessee 37130

PROXY STATEMENT

GENERAL INFORMATION ABOUT THE MEETING
Why are you receiving these proxy materials?

We are providing these proxy materials to you beeaNHC's Board of
Directors is asking (or soliciting) shareholdergtovide proxies to be voted at our
2009 Annual Meeting of the Shareholders. The Nbdges scheduled for May 5,
2009, and your proxy will be used at the meetingtany adjournment or
postponement of the Meeting. In this Proxy Statetmee refer to National
HealthCare Corporation as “NHC,” “we,” “our” or tif€ompany.”

What is a proxy?

A proxy is a legal designation of another persoudte your shares. You
may authorize the other person by phone or viatariet website. You also may
do so in writing by filling out your proxy cardyiou hold shares in your own name.
If you hold shares through a broker or other n@®ajryou may instruct your broker
or other nominee to vote your shares by followimg instructions that the broker or
nominee provides to you with these materials. Mboskers offer voting by mail by
completion of a voting instruction card, by telepbar via the Internet.

When is this Proxy Statement (with Annual Report) eing mailed?

This Proxy Statement and the proxy card are lfieftg sent to
shareholders on or near March 27, 2009. A copghe@@nnual Report on Form 10-
K for the Company for the year ended December 8Q82including audited
financial statements, is also enclosed.

Are the proxy materials available on the Internet?

A full set of proxy materials is available on tHelC website at
www.NHCcare.com. Just click on the button lab&l@D9 Proxy Materials” after
clicking on the “Investor” tab. Our Company maints the confidentiality of
shareholders who use our website. We do not etitwokies” or other tracking
features on the NHC website.



How can you vote?

You may vote by using the toll-free number ortia Internet at
Proxyvote.com. Your proxy card includes instrustidor using these quick, cost-
effective and easy voting methods. You also manpki fill out, sign and date your
proxy card and mail it in the prepaid envelopeudeld with these proxy materials.
If you vote by telephone or the Internet, do nédme your proxy card by mail. You
will need to follow the instructions when you vatging any of these methods to
make sure your vote will be counted at the meetivigu also may vote by
submitting a ballot in person if you attend the timgp However, we encourage you
to vote by proxy card, by telephone or via theimé¢ even if you plan to attend the
meeting. If you hold shares through a broker beohominee, you may instruct
your broker or other nominee to vote your sharefoligwing the instructions that
the broker or nominee provides to you with theséenss. Most brokers offer
voting by mail (with the completion of a voting tnsction card), by telephone and
via the Internet. If you hold shares through &brar other nominee and wish to
vote your shares at the meeting, you must obtégal proxy from your broker or
nominee and present it to the inspector of eleatith your ballot when you vote at
the Meeting.

Can | revoke my proxy?

You have the power and right to revoke the proxgrattime before the
Meeting. A proxy may be revoked by filing with tBecretary of the Company (i) a
written revocation or (i) your proxy with a latdate than the prior proxy.
Furthermore, if you attend the Meeting, you mayle vote in person, thereby
canceling the proxy.

Who is entitled to vote at the meeting?

All shareholders who held shares of common stogkeferred stock at the
end of the business day on the Record Date (Ma¢cRBA09) are entitled to receive
notice of and to vote at the meeting.

Who attends the Meeting?

Shareholders (or their authorized representatiaed)our guests are invited
to attend the Meeting.

How will your shares be represented at the meeting?

At the Meeting, the officers named in your proayatwill vote your shares
in the manner you requested if you correctly sutadiyour proxy. If you sign your
proxy card and return it without indicating how ywould like to vote your shares,
your proxy will be voted as our Board of Directoesommends, which is:



FOR the reelection of each of the nominees for dineatoned in this
Proxy Statement.

Are there any other matters to be addressed at thannual Meeting?

We know of no other matters to be brought befoeeAnnual Meeting, but
if other matters are brought up before or at thetmg, the officers named in your
proxy would take action in their judgment in thesbiaterests of our Company and
its shareholders.

How many shares will be voted at the Meeting?

All shareholders who hold shares at the end obtlgness day on the
Record Date are entitled to vote at the Meetinge dutstanding voting securities of
the Company as of March 6, 2009, consisted of B30 shares of common stock,
par value $.01 per share ("Common Stock") and 100&® shares of Series A
Convertible Preferred Stock, par value $.01 peresti®referred Stock”). Each
holder of the shares of Common Stock is entitledre vote per share on all matters
properly brought before the Meeting. Each sharereferred Stock has the right to
one vote for each share of Common Stock into whidgth share of Preferred Stock
can be converted. The number of shares of Comrtak Sistributed upon
conversion of a share of Preferred Stock is cugredt204. Shareholders are not
permitted to cumulate votes for the purpose oftelgdirectors or otherwise.

What constitutes a quorum for the Annual Meeting?

The holders of a majority of the voting power loé tshares of Common
Stock and Series A Convertible Preferred Stocktanting on the Record Date,
together as a single class, will constitute a gowatithe Meeting. Shares of
Common Stock and Preferred Stock represented soper by proxy at the
Meeting (including shares which abstain or do raiewvith respect to one or more
of the matters presented at the Meeting) will tei@ed by the Company's
Secretary who will determine whether or not a quors present.

How many votes are required for the approval of diectors?

Our Company’s bylaws provide that directors alected by a plurality of
the votes cast at the annual meetings of the stdad&ts or at a special meeting of
the stockholders called for that purpose.”

How will abstentions be counted?

Abstentions will be counted as shares that aregmteand entitled to vote
for purposes of determining the number of sharasdle present and entitled to
vote with respect to any particular matter, but nilt be counted as votes on such
matter.



What is a broker non-vote and how is it counted?

If a broker holding stock in "street name" indesbn the proxy that it does
not have discretionary authority as to certain ah&o vote on a particular matter,
those shares will not be considered as presentistitted to vote with respect to
that matter. Accordingly, a "broker non-vote" neffect establishment of a
qguorum, but, once a quorum is established, wilehaw effect on the voting on such
matter.

Are there any shareholders that beneficially own m@ than 5% of NHC's
Stock?

The following information is based upon filings neaoly the persons or
entities identified below with the Securities anccEkange CommissioiSEC’).
Except as set forth below, on March 6, 2009, neqemwas known to us to
beneficially own more than 5% of the outstandingn@wn Stock or Preferred
Stock.

The Adams Group 861,79 6.2% 679,157 6.3%
5010 N.E. 58 Street
Seattle, WA 98105

Ira Sochet 1,060,887 7.8% - -
1602 Micanopy Avenue
Miami, FL 33133

The 1818 Fund Il 805,15 5.9% - -

140 Broadway

New York, NY 10005
@) Each share of Series A Convertible Preferred Simcknvertible into .24204 of a share of Common
Stock at any time at the option of the holder. Pphecentages shown are based on 13,646,900 sliares o
Common Stock outstanding plus, as to each individod group listed, the number of shares of
Common Stock deemed to be owned by such holdeugnt$o Rule 13d-3 under the Exchange Act,
assuming exercise of options that are exercisaiblen60 days and assuming the conversion of the
Preferred Stock held by such holder (but not thevecsion of Preferred Stock by any other hold@he
percentage shown for the Preferred Stock is basdd®@®41,062 shares of Preferred Stock outstanding.
@ This number includes 60,000 shares in stock optautstanding to Mr. Adams and 143,995 shares
issuable upon conversion of the Preferred Stock.
© This number includes 164,383 shares issuable upovecsion of the Preferred Stock.
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“® National Health Corporation is owned solely by tational Health Corporation Leveraged Employee
Stock Ownership Plan & Trust. Its Board of Dirests composed of D. Gerald Coggin, Jeffrey R.
Smith and Michael Ussery, all of whom disclaim &mpeficial ownership thereof.

® This number includes 307,668 shares issuable apoversion of the Preferred Stock.

© These securities are owned by various indivigual institutional investors which T. Rowe Price
Associates, Inc. (Price Associates) serves astimesg adviser with power to direct investments and/
sole power to vote the securities. For purposelefeporting requirements of the Securities Erglea

Act of 1934, Price Associates is deemed to be efii@al owner of such securities; however, Price
Associates expressly disclaims that it is, in féot, beneficial owner of such securities.

™ This number includes 60,000 shares in stock optiautstanding to Mr. Tucker and 70,000 shares
owned by Mr. Tucker, all of which The 1818 Fundii$claims ownership. Mr. Tucker is a general
partner of Brown Brothers Harriman & Co., whichthe general and managing partner of The 1818 Fund
Il

PROPOSAL |
ELECTION OF DIRECTORS

Pursuant to our Articles of Incorporation, the diogs are divided into
three groups. Each group is elected for a three-4gem and only one group is up
for election each year. Atthe February 11, 20@@tng, two directors were
nominated for reelection by the Board, each farmtof three years or until their
successors are duly elected and qualified.

J. Paul Abernathy and Robert G. Adams, currentigatiors of the
Company, have been nominated for reelection t®thegd by the Nominating and
Corporate Governance Committee. They were unarsim@ypproved on motion
made by Mr. Tucker and seconded by Mr. Hassaneddrduthority to vote for the
election of directors has been specifically witlthelour proxy holder intends to
vote for the election of Dr. Abernathy and Mr. Adaas directors.

If the nominees become unavailable for any reaadwich event is not
anticipated), the shares represented by the emncfesy may (unless such proxy
contains instructions to the contrary) be votedsfaech other person(s) as may be
determined by the proxy holder.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE "FOR" THE
DIRECTORS.
DIRECTORS OF THE COMPANY
NHC has a seven person Board of Directors. Dirsaach serve a three

year term and may be removed from office for caaurdg. The following table
gives information about our directors:



Robert G. Adams 62 Director, CEO & 2009
100 Vine St., Ste. 1400 Chairman
Murfreesboro, TN 37130

Ernest G. Burgess Il 69 Director 2011
7097 Franklin Road
Murfreesboro, TN 37128

Richard F. LaRoche, Jr. 63 Director 2010
2103 Shannon Dr.
Murfreesboro, TN 37129

Dr. J. Paul Abernathy, M.D. (Independent Direcfoimed the Board in
2003 and is a retired general surgeon. He wpsvate practice at Murfreesboro
Medical Clinic from 1971 until retirement in 199%reviously, he served as a
general practice physician for Hazard Memorial Hiaéjin Hazard, Kentucky. Lt.
Col. Abernathy additionally served as a flight ®omg for the Homestead Air Force
Base in Florida and Chief of Surgery for the UniBtdtes Air Force at Keesler Air
Force Base in Mississippi. Dr. Abernathy twiceveeras President of the
Rutherford County Stones River Academy of Medicinéd holds memberships in
the Southern Medical Society, the Southeasterne®yigociety, and is a Fellow in
the American College of Surgeons. Dr. Abernathy &8.S. degree from Middle
Tennessee State University and an M.D. degree thhenuniversity of Tennessee.
He serves on the CompasyAudit Committee, Compensation Committee and is
Chairman of the Nominating and Corporate Govern&mamittee.

Robert G. Adams (Chairman, CEO & Inside Directa$ served NHC for
35 years - 18 years as Senior Vice President, a&fsyas Chief Operating Officer, 5
years as President/CEQ and 18 years on the Boddaxftors. He became
Chairman of the Board on January 1, 2009 and haxs 6aief Executive Officer
since November 1, 2004. He has extensive long-terafth care experience,
including serving NHC as a health care center adtnaior and Regional Vice
President. Mr. Adams has a B.S. degree from Midelenessee State University.
He is the brother of W. Andrew Adams and brothelaim of D. Gerald Coggin.
His son-in-law, J. Buckley Winfree, is the Admimétbr of AdamsPlace in
Murfreesboro, Tennessee (a wholly owned subsidiaRyHC/OP, L.P.).



W. Andrew Adams (Affiliated Director) served NHC Beesident and
CEO until he resigned those positions in 2004, ieimg as Chairman of the Board
through 2008. At its inception in 1997, he servedidhal Health Realty, Inc. as
President and Chairman of the Board, resigningbsstion as President in
November 2004. Mr. Adams has been President ai@etor of National Health
Investors, Inc. since its inception in 1991. Heviwusly served on the Boards of
Assisted Living Concepts, SunTrust Bank, David tiggab University and the Boy
Scouts of America. He received his B.S. and M.Btém Middle Tennessee State
University. He is the brother of Robert G. Adams &rother-in-law of Ernest G.
Burgess and D. Gerald Coggin.

Ernest G. Burgess, Il (Affiliated Director) servad NHCs Senior Vice
President of Operations for 20 years before retinn1994. His Board of Directr
position spans seventeen years. He has a M.Seal&gm the University of
Tennessee and is currently the Mayor of Ruther@wdnty, Tennessee. He is the
brother-in-law of W. Andrew Adams. His daughternyB. Foster, serves as
Administrator of NHC HealthCare, Murfreesboro.

Emil E. Hassan (Independent Director) joined thaf@dn April 2004. In
2004, he retired from the position of Senior Vigedident of manufacturing,
purchasing, quality and logistics for Nissan Noktherica, Inc. He now serves as
Chairman of Auto Services Americas, which handhesgreat majority of Niss&n
vehicle transportation logistics, preparation aativery requirements and some
other auto manufacturer’s vehicles. Prior to jognNissan, he was with Ford Motor
Co. for twelve years, where he held various managemositions in engineering
and manufacturing. Mr. Hassan is the chairmam@fusiness/Education
Partnership of Murfreesboro and Rutherford County lae sits on the board of
Middle Tennessee Medical Center. He is a membtreoSociety of Automotive
Engineers, the Leadership Rutherford Alumni Assomia the Leadership Nashville
Alumni Association and the Rutherford County ChamtfeCommerce. He is a
former board member of the Federal Reserve Bawklahta, Nashville Branch.
Mr. Hassan is Chairman of NFKCCompensation Committee and also serves on
NHC’s Nominating and Corporate Governance CommitteeAaiatit Committee.

Richard F. LaRoche, Jr. (Independent Director) eg27 years with NHC
as Secretary and General Counsel and 14 yearsya® S&e President, retiring
from these positions in May 2002. He has serves Bsard member since 2002.
He has a law degree from Vanderbilt University (8and an A.B. degree from
Dartmouth College (1967). Mr. LaRoche serves dsextor of Lodge
Manufacturing Company (privately held). Mr. LaRecterves on NHC's Audit
Committee, Nominating and Corporate Governance Citegrand Compensation
Committee.

Lawrence C. Tucker (Independent Director) has lyveimBrown Brothers
Harriman & Co., private bankers, for 42 years aaddme a general partner of the
firm in January 1979. He served on that fgrsteering committee and was
responsible for its corporate finance activitiehjoh included management of the
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1818 funds, private equity investing partnershifth wriginally committed capital
of approximately $2 billion. The 1818 Fund Il is iavestor in NHC. Mr. Tucker
has been a director since 1998 and is ChairmarHa’§lAudit Committee and
serves on the Compensation and Nominating and Catg&overnance
Committees.

EXECUTIVE OFFICERS OF THE COMPANY
Officers serve at the pleasure of the Board of @aes for a term of one

year. The following table gives information about executive officers (those not
serving on the Board):

D. Gerald Coggin 57 Senior V.P., Corporate Relations
100 Vine St., Ste. 1400, Murfreesboro, TN

Stephen F. Flatt 53 President
100 Vine St., Ste. 1400, Murfreesboro, TN

John K. Lines 49 Senior V.P., Secretary & General
100 Vine St., Ste. 1400, Murfreesboro, TN Counsel

Charlotte A. Swafford 61 Senior V.P. & Treasurer
100 Vine St., Ste. 1100, Murfreesboro, TN

Joanne M. Batey (Senior Vice President, Homecas)skrved NHC since
1976. She served as Homecare Coordinator foiyfhags before being named Vice
President in 1989 and then Senior Vice PresideR0@8. Prior to that she was
Director of Communication Disorders Services forGlHMs. Batey received her
bachelois and mastés degrees in speech pathology from Purdue Uniyersit

D. Gerald Coggin (Senior Vice President, CorpoRedations) has been
employed by NHC since 1973. He served as bottalitheare center administrator
and Regional Vice President before being appoitttdds present position. He
received a B.A. degree from David Lipscomb Univgrand an M.P.H. degree from
the University of Tennessee. Mr. Coggin is resjmador the Compang
rehabilitation, managed care, hospice, legisladstévities, investor and public
relations. Currently he serves on the Boards af9duth Bank in Murfreesboro,
Tennessee and Lipscomb University in Nashville. idthe brother-in-law of W.
Andrew Adams and Robert G. Adams.



Donald K. Daniel (Senior Vice President & ControllBrincipal
Accounting Officer) joined the Company in 1977 am€oller and serves as the
Principal Accounting Officer. He received a B.Agiee from Harding University
and an M.B.A. from the University of Texas.

Stephen F. Flatt (President) joined NHC in Juneb29Senior Vice
President-Development. On January 1, 2009, Mit Became NHC's President.
He served as the President of Lipscomb Universitynf1997 through June 2005
and prior to that President of Ezell Harding ClaistSchool in Nashville and Vice
President of Financial Affairs and InstitutionadPhing at Lipscomb. Dr. Flatt
served on the Board of Directors for the NCAA Dioisl, as President of the
Atlantic Sun Athletic Conference and is a pastichithe Board of Directors of the
Tennessee Independent College and Universitieschggm. He currently is a
member of the Board of SunTrust Bank in Nashville. Flatt received his B.A.
degree from David Lipscomb College and his M.S.rde@nd PhD from George
Peabody College of Vanderbilt University.

David L. Lassiter (Senior Vice President, Corpovafiairs) joined the
Company in 1995. From 1988 to 1995, he was ExeeMice President, Human
Resources and Administration for Vendell Healthcafeom 1980-1988, he was in
human resources positions with Hospital CorporatifbAmerica and HealthTrust
Corporation. Mr. Lassiter has a B.S. and an M.Brém the University of
Tennessee.

John K. Lines (Senior Vice President, Secretaryeéh&al Counsel) joined
the Company in 2006. He served as General Cooh3einsic, Inc. from May
2005 through August 2006. Prior to that Mr. Limess the Assistant General
Counsel of Quest Communications International fégonil 2003 to May 2005.
Prior to April 2003, Mr. Lines acted as General 8gel to several companies
including Sorento Networks, Inc., ResortQuest mi¢ional, Inc. and Insignia
Financial Group, Inc. He was also an associate thi law firm of Squire, Sanders
and Dempsey. Mr. Lines has a B.S. in both Accagnéind Finance from Purdue
University and a J.D. from Indiana University-Blomgton.

Julia W. Powell (Senior Vice President, Patienvi®es) has been with the
Company since 1974. She has served as a nurs@temtsnd director of patient
assessment computerized services for NHC. Ms. Pbaga bachelor of science
in nursing from the University of Alabama, Birmiregh, and a mastsrof art in
sociology with an emphasis in gerontology from M&d@iennessee State University.
She co-authored Patient Assessment Computeirz&@80 with Dr. Carl Adams,
the Compang founder.

Charlotte A. Swafford (Senior Vice President & T8ager) has been
Treasurer of the Company since 1985. She joinedCttmpany in 1973 and has
served as Staff Accountant, Accounting Supervisaor Assistant Treasurer. She
has a B.S. degree from Tennessee Technologicaktskity.



Michael Ussery (Chief Operating Officer) has beetihhwhe Company
since 1980. On January 1, 2009, Mr. Ussery wasiafgul Chief Operating Officer
of NHC. During his tenure with NHC he has servedanior Vice President-
Operations, Senior Vice President-Central Regi@ygiéhal Vice President, and
Administrator in multiple locations. Mr. Usserysalwon the top honor of
Administrator of the Year in 1989. He was promadie&enior Vice President,
Operations in early January 2005. Mr. Ussery hasBaA. from Notre Dame and
an M.B.A. from Middle Tennessee State University.

BOARD OF DIRECTORS AND COMMITTEES OF THE BOARD

The Board of Directors held four meetings durin@&0 All directors were
present at the regularly scheduled meetings oBtiegd and of committees on
which they served, except Mr. W. Andrew Adams waahle to attend the
November 7, 2008 meeting of the Board. The Comtirongly urges, but does
not require, directors to attend the Annual Meetihthe Shareholders. At the 2008
Annual Meeting all directors were in attendancée Rmerican Stock Exchange
listing rules (currently adopted by the NYSE Altexb US) require that a majority
of the Board be comprised of independent direct@itse Board has identified Dr.
Abernathy, Mr. Hassan, Mr. LaRoche and Mr. Tucleinglependent directors.

The Board has formed and chartered three subcoeasjtthe charters
being published on NHE website at www.NHCcare.com. Each committee is
comprised of four independent directors, and eachnaittee is submitting a report
in this Proxy Statement. Each committee adoptectk&pective charter, which
provides that each committee elects a chairmaresd lbommittee meetings serve as
the vehicle for regularly scheduled executive sessbf the non-management
directors. The committee chairman serves as thg¢ing officer at committee
meetings. The Amended and Restated Audit Comen@itearter is attached to this
proxy statement as Exhibit A.

The Audit Committee has adopted procedures toveaeid address
complaints regarding accounting, internal contaold auditing issues. The full
Board has adopted the NHC Code of Conduct and H€& Maluesline, which are
described on the Comparywebsite and in this Proxy Statement under thdihga
“Investors’

Finally, we note that the Board has found that A@iimmittee member
and Chairman Lawrence C. Tucker meets the SECitlefirof “audit committee
financial expert,and meets the NYSE Alternext US definition of addpendent
director.
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BOARD OF DIRECTORS
COMMITTEE REPORTS

Report of the Nominating and Corporate Governance @mmittee

The Nominating and Corporate Governance Comnittessponsibilities
include providing assistance to the Board of Dwesin identifying and
recommending candidates qualified to serve astdireof the Company, to review
the composition of the Board of Directors, to depelreview and recommend
governance policies and principles for the Compamy to review periodically the
performance of the Board of Directors. The prodeswed by the Committee is
to identify qualified individuals for Board membkig and recommend them to the
full Board for consideration. This includes altgntial candidates, whether initially
recommended from management, other Board membeisaoeholders of the
Company. Nominations by shareholders should betséational HealthCare
Corporation, 100 E. Vine Street, Suite 1400, Mw$tgoro, Tennessee 37130, Attn:
Nominating and Corporate Governance Committee. $uth nominations by
shareholders shall include the candidateme, together with appropriate
biographical information of the candidate and &esteent as to whether the
shareholder or group of shareholders making themnewendation has beneficially
owned more than 5% of the Compang€ommon Stock or Preferred Stock for at
least one year as of the date the recommendatioade. If the appropriate
biographical information is provided on a timelysisa the Committee will evaluate
shareholder recommended candidates by followingtankially the same process,
and applying the same criteria, as it follows fandidates submitted by others.

In determining whether to recommend a candidatéhiBoards
consideration, the Committee looks at various gatmcluding experience, an
understanding of the health care industry, finaanoeé accounting. The principal
qualification of a director is the ability to aetceessfully on the shareholders
behalf. The Committee then evaluates each nongindaloes an internal rank
ordering. Existing Board members are automatiaadiysidered by the Committee
for reelection. The Company believes that theectiNe experience and
qualifications of the directors should provide aiety of understanding and abilities
that will allow the Board to fulfill its responsiiies. The Company has not paid a
fee to any third party to identify, evaluate orisiss identifying or evaluating
potential nominees.

The Nominating and Corporate Governance Committeteame time in
November 2008 and then held a meeting on Februgargd9 which resulted in the
nominations of J. Paul Abernathy and Robert G. Agléonreelection to the Board
at this 2009 Annual Meeting.
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Submitted by the National HealthCare Corporatiomiating and
Corporate Governance Committee.

J. Paul Abernathy, Chairman
Emil E. Hassan

Richard F. LaRoche, Jr.
Lawrence C. Tucker

Report of the Audit Committee

The Audit Committee met four times in 2008 and filasl the following
report. The Audit Committee engaged BDO SeidmaR BDO”) for the 2008
quarterly reviews and the December 31, 2008 auBliepresentatives of BDO will
attend the meeting, have an opportunity to makatersent if they desire, and be
available to answer appropriate questions fronstiaeholders.

During 2008, the Audit Committee reviewed the Compafinancial
reporting process on behalf of the Board of Directind shareholders.
Management has the primary responsibility for theppration of financial
statements in the reporting process. The Comparmependent registered public
accounting firm is responsible for expressing aimiop on the conformity of NHC's
financial statements with generally accepted actogmprinciples, as well as
attesting to the effectiveness of NK@nternal control over financial reporting.

In this context, the Audit Committee has reviewad discussed with
management and the independent registered pulgiimatng firm the audited
financial statements, which are included in theemals accompanying this Proxy
Statement. It also meets quarterly in executigsisa with the Compary§404
compliance officer and BDO. The Audit Committees liiscussed with the
independent registered public accounting firm tladtens required to be discussed
by Statement on Auditing Standards No. 61, as aggf@ommunication with
Audit Committees) and as required by SEC and NY 8ErhAext US rules. In
addition, the Audit Committee has received fromittdependent registered public
accounting firm the written communication requitgdRule 3526 of the Public
Company Accounting Oversight Board and discusséh them their independence
from the Company and its management. Aggregatebidled for the following
categories of services are as follows:
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2007 2008

Audit Fees" $867,900 $580,500
Audit-Related Fees (assurance and related sernvidbe audit) -0- 9,750
Tax Fees (tax compliance, tax advice and tax ptay)ni -0- -0-
All other fees -0- -0-

M Fees for services related to (i) the audit of@eenpany’s consolidated financial statements and
internal control over financial reporting and qealst reviews of the Company’s unaudited interim
financial statements (2008 and 2007) and the fitihthe Company’s registration statement on Forfh S-
and SEC comment letters received by the Compar@7(20

The Audit Committels Pre-Approval Procedure requires the full Audit
Committee to pre-approve any transaction with titeependent registered public
accounting firm, which pre-approval was obtainedlirapplicable cases.

In reliance on the reviews and discussions refaoebove and the
Restated Audit Committee Charter and legal requeresapplicable for 2008, the
Audit Committee recommended to the Board of Diregtand the Board has
approved, that the audited financial statementsSeudion 404 attestation report be
included in the Company's Annual Report on FornkK1fo+ the year ended
December 31, 2008 for filing with the Securitiesl &xchange Commission and
distribution to our shareholders.

The members of the Audit Committee are listed bel@ach has been
determined to be independent and the Chairman timdwecially literate pursuant to
American Stock Exchange Rule 803B.(2)(a)(iii), whis currently adopted by the
NYSE Alternext US. The Board has also found thatliaCommittee member and
Chairman Lawrence C. Tucker meets the SEC defmiifd'Audit Committee
Financial Expert.”

Submitted by the National HealthCare CorporatiodifCommittee.
Lawrence C. Tucker, Chairman
J. Paul Abernathy, M.D.
Emil E. Hassan
Richard F. LaRoche, Jr.
Report of the Compensation Committee
The Compensation Committee, which met twice in 26@8&s the

compensation principles for the Company and reviemgestablishes the principles
for individual compensation levels for the Namea&ixtive Officers.
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For the annual executive compensation review, mamagt provides the
Compensation Committee with benchmark data for bakey and equity awards;
additionally, management uses the web-based Equifapensation database as a
source for benchmark data for the Named Executffiegds. Equilar draws data
from proxy statements and reports filed with theusties and Exchange
Commission.

The Chief Executive Officés compensation is based on his performance in
light of the corporate goals and objectives appiddwethe Committee. In
determining the long-term incentive component ef @hief Executive Officés
compensation, the Committee considers the Compamyformance and relative
shareholder return, the value of similar incentiveards to chief executive officers
at comparable companies and the awards given tGhief Executive Officer in
past years. The Committee meets with the Chiettkee Officer of the Company
to discuss the annual evaluation of the Chief Etteefficers performance.
Robert G. Adams has been the Chief Executive Gffgee November 1, 2004.

The Committee has reviewed the Compensation Dégmug Analysis
(“CD&A”) with management and based on that revieag hecommended to the
Board that the CD&A be included in this Proxy Staémt and incorporated by
reference into NHC’s Form 10-K.

COMPENSATION DISCUSSION & ANALYSIS

We believe that our partners (as we call our egg#s) are the single most
important element in our success. We design oompemsation program to be as
similar as possible for all partners, irrespectifiéocation, title or responsibilities.
For example, we attempt to mirror the compensatlan for our partners who
deliver “hands on” care with the compensation eirtifacility-based supervisors,
regional office supervisors and home office supsamg, including the Named
Executive Officers of the Company. The followingeoview will discuss each
element of compensation both as it relates to oyl@yees generally and
specifically to our five named executive officetsigmed Executive Officers”).

Historically we have designed and continually iempént a compensation
program for all partners with the objective of pdimg every partner the
opportunity to obtain total compensation equalrtbigher than individuals in
comparable markets or companies providing quadityises in long term health
care.

Over time our compensation plan has created eleneérrompensation in
three broad areas: first, current cash compensatsmond, equity related
compensation to allow partners to participate exghowth and performance of the
Company; and third, post employment compensatienimge benefits, while not a
significant element of our compensation prograre,aso discussed.

14



Cash Compensation

1.

Base Salary Our partners, including executive officers, pagd a salary
which, in keeping with our overriding objective mérformance-based
compensation, is generally less than the salafiemployees at comparable
companies, like Kindred Health, Skilled Healthcanel Sun Health, which
are similar companies in the long term health aadastry. As the
opportunity a partner has to impact the Companyésall profitability and
quality goals increases, the percentage of thearive derived from base
salary should decrease. In general, we have ntogmpnt agreements with
our partners, including the Named Executive Officether than our center
administrators and directors of nursing, who have year contracts. Based
on public documents, we believe that base salfoiesur Named Executive
Officers are below salaries for comparable exeeuifficers at “peer”
companies, but our Named Executive Officers arerdéd a greater
opportunity for performance compensation.

Bonus CompensationOur partners, from the hourly workers in thelthea
care centers to the Named Executive Officers, tiag@pportunity to
participate in cash incentive compensation plaisof our officers, both
Named Executive Officers and other executives, ledlegated among
themselves the responsibility for predetermineduah@ompany financial
and quality objectives and can earn performancesesmfrom the Pool
described below. In addition, certain executivigcefs, including Named
Executive Officers, have the opportunity to earrfgrenance bonuses in
amounts predetermined in specific individual pland payable upon
obtaining the goals and objectives of that plan.

These bonuses are typically funded from our “NH@dtive Officer
Performance Based Compensation Plan” (the “Plavtijch has been in
operation in one form or another since 1977. Tureenit plan was
established and approved by our shareholders 20ié Annual
Shareholders Meeting and then amended at the 2668aA Shareholders
Meeting. This Plan requires that we achieve aifsaggimt annual return for
our shareholders prior to any material performartapensation awards. At
the commencement of each calendar year the Boprd\ags a pre-tax
earnings goal. If the pretax earnings goal isfoethe year, the Pool is
formed of two components: first, a base award etu&# million and,
second, a bonus award calculated as follows:

» Shareholders must first receive a required retqrrakto 15% of
beginning common equity plus an estimate of thewarhof pre-tax
earnings necessary to pay the dividends on prefstoek, after
including the expense of the $4 million base awart}

e Anincentive bonus is then allowed equal to 30%hefamount in
excess of the required return to shareholders.
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The Plan is available for performance compensatarur Named Executive
Officers, as well as others. Since the Plan wascyed by the shareholders,
we are able to fully deduct for tax purposes corspgan paid under the Plan.
At the conclusion of each fiscal year and aftersedtation with the CEO, the
Board allocates (in accordance with the terms efRlan) the Pool among the
Named Executive Officers and, in consultation withnagement, among
other participants.

In making its allocation of the Pool, our Board'srfipensation Committee
initially reviews our CEQO'’s salary and allocategaation of the bonus to him
based on his performance in light of the attainneéihe corporate goals and
objectives formulated for that fiscal year. Thealgoand objectives are
communicated to the executive officers early inytear. In addition and as
part of the Committee’s analysis, the Committedistuithe compensation
paid in comparable companies for comparable positid-inally, the
Committee considers any stock awards or other cosgi®n paid to our
executive officers for that fiscal year.

Equity Based Compensation

Our equity based compensation program has two owamponents. First,
for every year since we have been a public coma®83) we have maintained an
Employee Stock Purchase Plan (the “ESPP”). Putsodahe ESPP, every partner
in the Company may contribute, by payroll deductigmto $25,000 per year which
is then used at the end of the year to purchase thhe Company shares of Common
Stock at a price equal to the lesser of the clopiige on the first trading day of the
fiscal year or the closing price on the last trgdilay of the fiscal year. Tax
regulations prohibit us from allowing participationthe ESPP by any partner who
is a 5% or greater shareholder. The purpose dE8P is to encourage our
partners to acquire equity ownership in the Comgangllowing them to purchase
our equity at an advantageous price. Of our fiaendd Executive Officers, Robert
G. Adams, D. Gerald Coggin, Donald K. Daniel anahéiel Ussery participated in
the ESPP this year.

The second component of our equity compensatibased upon
traditional stock option grants. We have maintdiskareholder approved stock
option plans since 1983. The most recent plans wdopted in 2004 and 2005.
Although these plans authorize the Board and its@msation Committee to issue
various types of derivative equity, including stagipreciation rights and restricted
stock, only traditional stock option grants haverbésued. Every stock option we
have issued has been with an exercise price et &tading price of our stock on
the American Stock Exchange (now NYSE Alternext 0S}he stock option’s
grant date. The objective of our stock option @ols both to reward participating
partners for their efforts by sharing in the Compsaustock value increase and,
second, to induce partners to remain with us. @emplish the latter by granting
five year stock options. Additionally, from time time the Board has approved the
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use of part of the bonus allowed under the NHC Htiee Officer Performance
Based Compensation Plan to be paid as a speclabcasis to participating
partners to assist them in exercising the stocloogt In the last five years, stock
option grants have been made to a group of Boamtifitd “Key Employees”

which includes executive officers, department heeetsional staff and certain home
office partners, generally 30 to 40 partners ialtoRobert G. Adams, D. Gerald
Coggin, Donald K. Daniel, Charlotte A. Swafford avicchael Ussery, our Named
Executive Officers, received $1,848,927, $528,&528,814, $528,814 and
$408,453, respectively, to assist in exercisingomgt These amounts are subject to
forfeiture by each Named Executive Officer if amygls officer leaves the Company
prior to March 2010.

Stock options to executive officers are generalgnted every three to four
years. Stock options were last granted to exeewutfficers in 2004, except for two
more recently hired executives who were grantecksoptions in February 2007.
The grant of stock options is recommended to the@amsation Committee by the
executive officers. Historically there have beems stock option grants which
were not exercised because they were never “imthreey.” The Company has
never repriced stock options. We have never héttewmpolicies for the issuance of
stock options but historically the Committee hakzeid management’s
recommendations in approving the stock option gradtiso, the Committee, upon
approval of the grants, has normally authorizedagament to grant the stock
options at their discretion. The Company has neslexd upon either the release of
material information or the non-release of matanfdrmation when issuing the
grants.

Retirement and Post Employment Compensation

In keeping with our focus on performance compensative also believe in
the personal responsibility of the partners to ftartheir retirement. To this end,
we have long sponsored a qualified defined contidbuplan (the “401(k) Plan”),
which is available to all partners, including owsrNed Executive Officers and
provided by a third party. Qualified plans suchtes401(k) Plan carry with them a
limit on the amount of compensation that “highlynqmensated” employees can
defer. All of our key employees are consideredlyigompensated and thus are
greatly curtailed in their ability to contribute tiee 401(k) Plan. Accordingly, the
Company offers its highly compensated employeespiportunity to participate in
a non-qualified Key Employee Deferred Compensafiitam (the “Key Employee
Plan”) provided by a third party. Both plans offarticipants a menu of investment
choices. In the 401(k) Plan, the Company matdhegartner’'s contributions to the
plan in an amount equal to 50% of the partner'drdmution up to 2.5% of the their
total quarterly compensation. The 401(k) Plandrasption of investing in our
Common and Preferred Stock, but the matching dmrttan is made irrespective of
the investment choices by the partner.

In the Key Employee Plan, the Company will matékolof a partner’s
contribution to the plan only to the extent thetpar's contribution is invested in
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our stock. All Company contributions are vestecgwkhe participant has been in
the plan for eight years. Two of the Company’s Mdrixecutive Officers, Mr.
Daniel and Mr. Ussery, made contributions to thedtharty provided Key
Employee Plan in 2008, with the amounts of the Camypcontribution being
disclosed in the Summary Compensation Table ardititkvidual deferrals

detailed in the narrative. All of the Named ExéeiOfficers are now 100% vested
in the Company match. The Key Employee Plan ippnotided by the Company; it
is provided by National Health Corporation. Wenkurse National Health
Corporation actual expenses incurred by it, plteaof one percent for other
administrative services.

Fringe Benefits

The following fringe benefits are available to@fllour managerial
partners, including the Named Executive Officers:

- Cars are provided to those officers or partnerssehob requirements dictate
travel in excess of 20,000 miles per year. NoneunfNamed Executive
Officers have such cars.

- Normal and customary business expenses incurriénaiperformance of the
Company’s duties are reimbursed based upon wigttiégelines.

- All full time partners, whether hourly or salariede covered with Company
sponsored health insurance and must individualygpportion of the
premium for the plan in which they enroll. In ailsh, all benefit eligible
employees are provided with a life insurance corepgrthe premium of
which is paid for all employees by the Company.
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2008 SUMMARY COMPENSATION TABLE

D. Gerald Coggin, 2 48,22
SVP Corp. Relationg

Charlotte A. Swafford2008 800,00 0 48,11 0 0 52 973,168
SVP & Treasurer 2007|124,808 s 0 48,116 0 521 922,976
2006(124,231 600,00 0 54,746 0 0 521 779,029

@ The NHC Executive Officer Performance Based Comgims Plan is designed to reward executive
officers and other key employees of the Comparif/the Company meets certain performance
targets, the plan creates a minimum $4 million paloich can be increased by 30% of any pre-tax
income of the Company above a 15% return to sh&dermon beginning common equity plus an
estimate of the amount of pretax earnings necessargy the dividends on preferred stock, after
including the expense of the $4 million base awatk Compensation Committee recommends and
the Board approves an initial allocation of the ants earned subject to a final allocation made by
the Compensation Committee and ratified by theBolrd at the end of the fiscal year. At the end
of 2008 the Compensation Committee allocated 50%isfpool to the Chief Executive Officer and
lesser amounts (as identified in the Summary Cosgteon Table) to the other four Named
Executive Officers. Mr. Robert Adams’ bonus is Er¢han the other Named Executive Officers as
he has a greater ability to affect corporate perforce and thus a great deal of his pay is “at’risk.
The allocations for Mr. Coggin and Mr. Ussery wbased on their success in reaching the
Company’s 2008 goals for which they were respoasir. Adams, Mr. Daniel and Ms. Swafford,
due to their positions, were not held responsibiete performance of specific goals, thus their
allocation of the NHC Executive Officer Performar@@sed Compensation Plan is strictly as
determined by the Compensation Committee andedtliy the Board. In determining the amount to
reward Mr. Adams, Mr. Daniel and Ms. Swafford, @empensation Committee took into account
the total compensation earned by the CEO, Contrafid Treasurer at other publicly traded long-
term care health care companies, namely Kindredtlrezkilled Healthcare, and Sun Health.
Finally, the Compensation Committee calculatedgthie to all Named Executive Officers on the
stock option awards granted in 2004 which will mest until 2009. Based on this analysis, the
bonus compensation for Mr. Adams, Mr. Daniel and Mwafford was allocated as set forth above.
Robert G. Adams, D. Gerald Coggin, Donald K. Dar#arlotte A. Swafford and Michael Ussery,
our Named Executive Officers, received $1,848,%528,814, $528,814, $528,814 and $408,453,
respectively, to assist in exercising options. SEhemounts are subject to forfeiture by each Named
Executive Officer if any such officer leaves then@ny prior to March 2010.

@ No stock awards were made to Named Executive @fioekey employees during 2008.
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3)

)

)

(6)

None of the Named Executive Officers were grantedksoptions in 2008; however, current
outstanding options that were granted in March 2094 been computed in accordance with
Statement of Financial Accounting Standards No. (t@&sed 2004), “Share-Based Payment”
(“SFAS 123(R)") in this column.

Mr. Coggin and Mr. Ussery have individual perforroamplans based on quality, financial and
growth goals of the Company.

The amounts listed in the All Other Compensatioiimm are comprised of the Company match to
the Named Executive Officers’ 401(k) Plan, Key Eoyale Deferred Compensation Plan and group
term life insurance benefit ($51.96 each). Mr. ldaand Ms. Swafford did not receive a match in
either the 401(k) Plan or the deferred compensatian. Mr. Coggin received a $1,200 match to his
401(k) Plan and $0 to the deferred compensatiam staount. Mr. Daniel received a match of $0 to
his 401(k) Plan account and $33,510 to the deferoetpensation plan. Mr. Ussery received a
match of $1,500 to the 401(k) Plan and $12,894¢cdeferred compensation plan.

Robert G. Adams is also a director of NHC but reegino compensation as a director.

During 2008, Mrs. Swafford did not defer any comgation under both the

non-qualified deferred compensation plan and thegany’s 401(k) Plan. Mr.
Adams and Mr. Coggin did not defer any compensatimter the non-qualified
deferred compensation plan but did make contribstionder the Company’s 401(k)
Plan in the amount of $10,500 and $10,000, respgti Mr. Daniel deferred
$223,400 under the non-qualified deferred compé@nsatan and $4,000 under the
401(k) Plan. Mr. Ussery deferred $85,959 undemnthre-qualified deferred
compensation plan and $16,100 under the 401(k). Plan

For additional details on the Key Employee Pldeage see the details in

the table so identified.

GRANTS OF PLAN-BASED AWARDS
(None in 2008)
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2008 OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END

Equity

Incentive
Equity Plan
Incentive | Awards:
Equity Plan Market
Incentive Awards: or
Plan Number | Payout
Number | Number | Awards: Market of Value of
of of Number Number| Value |UnearnedUnearned
SecuritiedSecuities of of of Shares, | Shares,
Under- | Under- |Securitieq Shares| Shares| Units or | Units
lying lying Under- or Units|or Units| Other |Or Other
Unexer- | Unexer- | lying of Stock| of Stock| Rights | Rights
cised cised | Unexer- |Option . That | That That That
Options | Options | cised | Exer- |OPtoN| Have | Have Have Have
#) #) |Unearned cise |EXPIr-| Not Not Not Not
Exercis- | Unexer- | Options | Price | alion | vested| Vested | Vested | Vested
Name able cisable # $) |Date # $ # $
Robert G. Adam 100,954 $20.970 3/23/0
CEO 9

Donald K. $20.9q0 3/23/0
Daniel, SVP & 9
Controller, Prin.

Accounting

Officer

Michael Ussery,
Chief Operating
Officer

@ These stock options vest on February 21, 2009.

No equity awards were issued in 2008. The cuwatgtanding grants to

executive officers and other key employees of thengany were stock options
issued on March 24, 2004, and in the case of twee merently hired executive

officers, February 16, 2007.
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2008 OPTIONS EXERCISED AND STOCK VESTED

Number
Number of Value of
Shares Realized Shares Value
Acquired on Acquired  Realized
on Exercise Exercise on Vesting on Vesting
Name # $ # $

Robert G. Adams, CEO 39,920 1,061,87: 0
Donald K. Daniel, Sr. V.P. & 12,500 332,50( 0 0
Controller

Michael Ussery, Chief Operating 10,000 266,00( 0 0
Officer
2008 PENSION BENEFITS

The Company does not offer any pension benefitpltnus this table is
not utilized.

2008 NONQUALIFIED DEFERRED COMPENSATION

(a)

D. Gerald Coggin 0 0 0
SVP, Corp. Relations

Charlotte A. Swafford,
SVP & Treasurer

® The Key Employee Plan is not provided by the Camymnd as such the Company has no
responsibility for Aggregate Earnings or the AggtiegBalance. While the Company funds and expenses
the contributions to the Plan, the Company is mdigated to pay the executive the Aggregate Balarfice
the nonqualified deferred compensation accountla@d\ggregate Balance is not a claim on the
Company'’s assets. Therefore, no amounts are egporider these columns. See the second paragraph
under “Retirement and Post Employment Compensatibttie CD&A, starting on page 17.
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The Company’s only non-qualified deferred compé&oagplan has been
previously described under “Key Employee Non-QiedifDeferred Compensation
Plan.” The above table indicates that only twohef five Named Executive Officers
contributed to the plan during 2008, although iakt have participated in one or
more years. The amounts set forth in column (¢hén2008 Nonqualified Deferred
Compensation Table above are included in the Sugpn@ampensation Table in
column (i).

DIRECTOR COMPENSATION

Our principles of directors’ compensation are radig with the overall goals
and objectives of overall partner compensationat T4y the directors (as the policy
makers for the Company) should be compensated plynhy the financial and
quality performance of the Company and only secolyday cash compensation.
Accordingly, director compensation is divided it components:

A. Cash Compensation

Directors receive cash compensation based on mgsedictually attended
in person. The current compensation is $3,000qmarlarly scheduled meeting
attended and is an amount which was recommendibe tBoard by the Chief
Executive Officer but which may be set at the B&adiscretion. Since 2002, the
Company has also chartered and created three Boamhittees: the Nominating
and Corporate Governance Committee, the Compensatimittee and the Audit
Committee. Beginning in 2008, the Chairman ofAluelit Committee received an
additional fee of $8,000 per year and the Chairofehe Compensation and
Nominating and Corporate Governance Committees eseived an additional fee
of $4,000 per year. No additional payments areafly made to either committee
members or the chairman of these committees.

B. Equity Awards

Under the stock option plan approved by the Comsashareholders,
directors receive a five year stock option, grarzed issued on the day of the
Annual Meeting of the Shareholders each year witkxa@rcise price set at the
closing price of NHC’s Common Stock on that dayclsoptions expire at the end
of five years and vest immediately upon grant. Bbard has not historically
focused on compensation of comparable companiesibedt has been able to
attract and retain independent Board members aiutrent compensation level.
However, the Board annually reviews its total congagion package in light of
compensation paid to directors of comparable heath companies and has found
its compensation comparable with similar companies.
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2008 DIRECTOR COMPENSATION

(a) (b) (c) (d) (e) ® (9) (h)
Robert G. Adams 0 0 0 0 0 0 0

Ernest G. Burgess Il 12,00( 0 122,21t 0 0 125,00C 259,216

Richard F. LaRoche, Jr. ~ 12,00( 0 122,21t 0 0 125,000 259,216

) Stock Option shares unexercised and outstandirigde the following: 27,620 shares for Dr.
Abernathy, 60,000 shares for Mr. W. Andrew Adarfis,shares for Mr. R. G. Adams, 66,372 shares for
Mr. Burgess, 60,000 shares for Mr. Hassan, 68,6@@es for Mr. LaRoche, and 60,000 shares for Mr.
Tucker, of which all may be acquired upon the eiserof stock options granted under the Company's
2002 Stock Option Plan, 2004 Stock Plan or 2008iSRian.

@ Qutside directors were each awarded a $125,000sbiorexercise outstanding stock options. Mr. W.
Andrew Adams chose not to accept the bonus.

From time to time the Board may form independemmmittees. These
committees are empowered to retain outside advamigpay themselves additional
compensation for their work. Mr. Robert G. Adars,CEO of the Company,
receives no compensation for service on the BobRirectors. Directors
Abernathy, Burgess, Hassan, LaRoche and Tuckerataided four regular Board
meetings in 2008, receiving $3,000 per meetinge@or W. Andrew Adams
attended three regular Board meetings in 2008jvwiage$3,000 per meeting.

The Company'’s directors do not participate in ather compensation
plans or programs of the Company.

Pursuant to the Company’s shareholder approvett sigtion plan,
directors who are not executive officers annuadlgetive an option to purchase
15,000 shares of the Company’s Common Stock atatsng price on the date of
the Annual Meeting of the Shareholders each figeat. Pursuant to SFAS 123(R)
the 15,000 shares that were granted on May 1, B88& grant date fair value of
$8.1477 per share. The option exercise pricehfese shares, however, is $51.50
per share.
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We have carefully considered these compensatiogrgnas, always taking
into account shareholders' concerns and feel tirgprmgrams and the
compensation which they produce for not only oumidd Executive Officers but
also partners in all areas of the Company andiltsidiaries are vital to our
continuing efforts to obtain and retain our pecghe improve our competitive
position.

Submitted by the National HealthCare Corporatiom@ensation
Committee.

Emil E. Hassan, Chairman
J. Paul Abernathy

Richard F. LaRoche, Jr.
Lawrence C. Tucker

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Securities and Exchange A&98# as amended
requires officers, directors, and persons who ownrenthan 10% of the Company's
equity securities to file statements of changdseineficial ownership (Forms 4 or 5)
with the Securities and Exchange Commission (tHeC'3. Officers, directors and
greater than 10% shareholders are required by $&@ations to furnish the
Company with copies of all such forms they filedanust make such filings with
the SEC within 2 days of any applicable transactibhe Company reminds all of
the officers and directors of this requirement rhont

To the Company's knowledge and based on the resfi¢he copies of
such forms received by it and monthly statemerdsiged by officers and directors,
the Company believes that during 2008 all filinguigements applicable to its
officers, directors, and greater than 10% bendfaimners were filed timely, except
for a Form 4 filing by Richard F. LaRoche, Jr. d8408 that was one day late, a
Form 4 filing by D. Gerald Coggin on 1/12/09 thasisix days late, a Form 4 filing
by W. Andrew Adams on 5/7/08 that was two days #ateé a Form 5 filing by W.
Andrew Adams on 2/26/09 that should have been tegam a Form 4 on 12/29/08.

SECURITIES OWNED BY DIRECTORS & OFFICERS
The following table presents the security ownerstiimanagement,

showing the ownership of directors, Named Execubi¥fecers and directors and
Named Executive Officers as a group as of Marct069:

25



J. Paul Abernathy, M.D., 41,091 12,388
Director

W. Andrew Adams, 889,847 6.4% 594,924 5.5%
Director

Emil E. Hassan, Director 85,115 * 17,000 *

Lawrence C. Tucker, 130,000 * - -
Director

Donald K. Daniel, Sr. V.F
& Controller, Principal
Accounting Officer

249,365 1.8% 141,073 1.3%

Michael Ussery, Chief 85,506 37,257
Operating Officer

* Less than 1%

™ Assumes exercise of stock options outstanding “Sption Plang. Included in the amounts above are
27,620 shares to Dr. Abernathy, 60,000 shares t&WA. Adams, -0- shares to Mr. R. G. Adams,
66,372 shares to Mr. Burgess, 60,000 shares tdikEsan, 68,000 shares to Mr. LaRoche, 60,000 shares
to Mr. Tucker, -0- shares to Mr. Coggin, -0- shamer. Daniel, -0- shares to Ms. Swafford, and -0-
shares to Mr. Ussery, of which all may be acquirpdn the exercise of stock options granted under th
Company's 2002, 2004 and 2005 Stock Plans.

@ Assumes conversion of the Preferred Stock heledmp holder with respect to their ownership only.
Included in the above are 2,998 shares to Dr. Adtbgn 143,995 shares to Mr. W. A. Adams, 108,025
shares to Mr. R. G. Adams, 35,715 shares to Mrg&ss, 4,115 shares to Mr. Hassan, 93,485 shares to
Mr. LaRoche, 63,700 shares to Mr. Coggin, 34,14Fehto Mr. Daniel, 37,027 shares to Ms. Swafford,
and 9,018 shares to Mr. Ussery.

© None of the shares owned by members of managdmeatbeen pledged as security for any obligation
except as follows: 149,832 shares by Ernest Gg&s |11, 115,000 shares by D. Gerald Coggin, 29,00
shares by Charlotte A. Swafford and 6,519 sharediblael Ussery.
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
Related Persons

NHC employs two persons who are immediate famiéynbers of directors
and/or executive officers as described in this Pi®atement under the caption
“Directors & Executive Officers of Registrdr#nd who receive in excess of
$120,000 in salary and benefits. J. Buckley Wimfaed Lynn B. Foster are
administrators of nursing homes that are affiliatedhanaged by NHC and are
compensated in accordance with the same standwatare applied to
administrators at NHC owned, managed or leasedngfacilities.

National Health Investors, Inc.

In 1991, NHC formed NHI as a wholly-owned subsigiaThe Company
then transferred to NHI certain healthcare faeitowned by us and distributed the
shares of NHI to NHC’s shareholders. The distidouhad the effect of separating
NHC and NHI into two independent public companiés. a result of the
distribution, all of the outstanding shares of Nt#ire distributed to the then NHC
investors. NHI is listed on the New York Stock Bange and at December 31,
2008, NHC owned 1,630,642 shares (5.9%) of NHI'st@nding common stock.

On October 17, 1991, concurrent with NHC’s conveyaof real property
to NHI, the Company leased from NHI the real propef 40 long-term healthcare
centers and three retirements centers. Eachveaséor an initial term originally
expiring December 31, 2001, with two additionakfiyear renewal terms at NHC'’s
option, assuming no defaults. During 2000, NHCreised its option to extend the
lease term for the first five-year renewal termemithe same terms and conditions
as the initial term.

On December 27, 2005, NHC exercised its optioextend the existing
master lease on 41 properties for the second rénema The 41 properties
include four Florida properties that are leasedrtd operated by others, none of
which we own or control, but for which NHC contisui® guarantee the lease
payments to NHI under the master lease. The 1blgaae extension began
January 1, 2007 and includes three additional i@+ renewal options, each at fair
market value. Under the terms of the lease, basefor 2007 will total
$33,700,000 with rent thereafter escalating by 4%he increase in facility revenue
over a 2007 base year. The lease renewal profode® percentage rent in 2007
since 2007 is the new base year. The percentagiésreased on a quarterly
calculation of revenue increases and is payabke quarterly basis. Percentage rent
for 2008 was approximately $531,000.

National Health Corporation

National Health Corporation (“National”), which vgholly-owned by the
National Health Corporation Leveraged Employee ISt0wnership Plan“ESOP),
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was formed in 1986 and served as NHC’s adminisgagieneral partner when it
operated as a master limited partnership througteidéer 31, 1997. NHC manages
five centers for National under a management contteat has been extended until
January 20, 2018.

In conjunction with NHC’s management contract, @@mpany has entered
into a line of credit arrangement whereby amoursg be due to or from National from
time to time. The maximum loan commitment underlthe of credit is $2,000,000.
The interest rate on the line of credit is 85%ririne and the final maturity is January
20, 2018. During 1991, NHC borrowed $10,000,0@0rfiNational. The term note
payable required quarterly interest payments &b8i6til December 31, 2007 and at
85% of the prime rate thereafter. This note waswed on January 1, 2008, with the
entire principal due at maturity in 2018.

National provides payroll services to NHC, progdenployee fringe benefits,
and maintains certain liability insurance. We pmpational all the costs of personnel
employed for our benefit, as well as an administediee equal to 1% of payroll costs.
At December 31, 2008 National owned 1,271,147 sh@meapproximately 9.8%) of
NHC'’s outstanding Common Stock and 1,271,147 sKaregpproximately 11.7%) of
the outstanding Preferred Stock. Please referote M of the consolidated financial
statements of the 2008 Form 10-K for more detgiarding NHC'’s relationship with
National.

Policies and Procedures for Related Party PersonseRiew

The Audit Committee of our Board of Directors mws and evaluates any
transaction, arrangement or relationship in whi¢hCN\and any of its subsidiaries is
a participant and the amount involved exceeds $D20in which an executive
officer, director, director nominee or 5% stockheldor their immediate family
members) (each of whom we refer to as a “relatetyPanas a direct or indirect
material interest.

A related party transaction reviewed under thécgalill be considered
ratified if it is approved by the Audit Committethé “Committee”) after full
disclosure of the related party’s interest in tla@s$action. As appropriate for the
circumstances, the Committee will review and coasid

» the related party’s interest in the related padpsaction;

e the approximate dollar value of the amount involirethe related party
transaction;

» whether the transaction was undertaken in the ardicourse of the
Company’s business;

» whether the terms of the transaction are propasée tor were, entered into on
terms no less favorable to the Company than tematscould have been, or
have been, reached with an unrelated third party;

» the purpose of, and the potential benefits to utheftransaction;
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« whether any alternatives were considered that woatchave involved a
transaction with a related party; and

» any other information regarding the related paiypsaction or the related party
in the context of the proposed transaction thatlvbe material to investors in
light of the circumstances of the particular trantien.

The Committee may approve or ratify the transactioly if the Committee
determines that, under all of the circumstancestrinsaction is in the Company’s
best interest. The Committee may impose any comditon the Company in
connection with the related party transaction thdéems appropriate.

SHAREHOLDER COMMUNICATIONS

The Board of Directors has adopted thidC Valuesling program in
order to enable employees and shareholders to carnata (on a non-identifiable
basis if so desired) with the NHC Compliance Offid¢HC executive officers, and
the NHC Board. The Valuesline toll free numbeB@-526-4064 and is answered
by an independent contractor who transmits the conication to the Compliance
Officer and establishes a date by which the cabrobtain a response to the
communication, if so requested. The Compliancec&ffwill forward any inquiries
to or about executive officers or directors to @erporate Secretary, who will
coordinate any necessary communication and respdgkisehareholder
communications concerning officers, directors, anporate board questions are
relayed to the Board of Directors. The Complia@étcer meets at least annually
with the Board in Executive Session.

SHAREHOLDER PROPOSALS

Proposals from shareholders intended for inclugidhe Proxy Statement
and form of proxy for the 2010 Annual Meeting ofa®&holders must be received
by the Company on or before November 25, 2009%pd®&3als submitted after
November 25, 2009 will be considered untimely far 2010 Annual Meeting of
Shareholders pursuant to SEC Rule 14a-8(e). Yidumsssion of any proposal will
be reviewed in accordance with the procedures fauSEC Regulation 14a-8,
which we will supply upon request.

EXPENSES OF SOLICITATION

The total cost of this solicitation will be borng the Company. The
Company utilizes the services of Broadridge FinalnBdlutions to disseminate its
proxy materials. In addition to use of the maibes may be solicited by directors
and officers of the Company personally and by tedeye, telegraph, or facsimile
transmission.
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WEBSITE INFORMATION

The NHC website (www.NHCcare.com) contains inforiorabn the
Company, including all public filings (10-Qs, 10-K3tatements of Beneficial
Ownership, press releases and the like). We adgotain the following documents
on the website, all of which we hereby incorpoteeecin by reference as though
copied verbatim:

- The Restated Audit Committee Chatrter,

- The Compensation Committee Charter,

- The Nominating and Corporate Governance Commtesrter,
- Valuesline information, and

- The NHC Code of Ethics.

The Code of Ethics has been adopted for all emplayefficers and
directors of the Company. If there are any amemisner waivers to the Code of
Ethics, it will be published on the website. Tdedthere have been none.

Copies of any of these documents will be furnistiet of charge, to any
interested investor upon receipt of a written retué\ll of our press releases for the
last two years can be accessed on the press rglagseand there are also listings of
the various services that the Company provideistiad of the facilities and their
locations, information on long-term care insuraand job opportunities. The
website is updated regularly for any SEC filings @ness releases.

OTHER MATTERS

The Board of Directors knows of no other businedse presented at the
Meeting, but if other matters do properly come befihe Meeting, the persons
named in the proxy will vote on such matters inomdance with their best
judgment.

s/John K. Lines
John K. Lines, Secretary, SVP & General
Counsel

March 27, 2009
Murfreesboro, Tennessee
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Exhibit A

NATIONAL HEALTHCARE CORPORATION
AMENDED AND RESTATED AUDIT COMMITTEE CHARTER

l. Purpose

The primary functions of the Audit Committee areatesist the Board of
Directors of National HealthCare Corporation (th@ompany”) in fulfilling its
oversight responsibilities with respect to: (i) @@mpany’s systems of internal controls
regarding finance, accounting, legal compliance aticical behavior; (ii) the
Company’s auditing, accounting and financial reipgrprocesses generally; (iii) the
Company’s financial statements and other finangifdrmation provided by the
Company to its stockholders, the public and oth@$;the Company’s compliance
with legal and regulatory requirements; and (v) peeformance of the Company’s
corporate audit department and independent aud@anssistent with these functions,
the Committee will encourage continuous improveroérand foster adherence to, the
Company’s policies, procedures and practices d¢adis.

Although the Audit Committee has the powers angaesibilities set forth in
this Charter, the role of the Committee is oversihe members of the Committee are
not full-time employees of the Company and may ay mot be accountants or auditors
by profession or experts in the fields of accoumtinauditing and, in any event, do not
serve in such capacity. Consequently, it is notdility of the Committee to conduct
audits or to determine that the Company’s finanstatements and disclosures are
complete and accurate and are in accordance witbrgky accepted accounting
principles and applicable rules and regulationsesehare the responsibilities of
management and the independent auditors.

Il. Organization

The Audit Committee shall be comprised of threenmre directors as
determined by the Board of Directors, each of wisbrall satisfy the independence,
financial literacy and experience requirements ett®n 10A of the Securities
Exchange Act of 1934, The American Stock Exchanga/(NYSE Alternext US) and
any other regulatory requirements.

Committee members shall be elected by the Boatiteainnual
organizational meeting of the Board of Directorsttee recommendation of the
Nominating/Corporate Governance Committee; memsleai serve until their
successors shall be duly elected and qualified.dramittee’s chairperson shall be
designated by the full Board or, if it does notsidp the Committee members shall
elect a chairperson by vote of a majority of thk@ommittee. The Audit
Committee shall report its recommendations to tharB after each Committee
meeting and shall conduct and present to the Baaahnual performance
evaluation of the Committee.
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The Committee may form and delegate authority tacemmittees when
appropriate.

Il. Meetings

The Audit Committee shall meet four times per y@aa quarterly basis, or
more frequently as circumstances require. The Ca@enshall require members of
management, the independent auditors and othextteiod meetings and to provide
pertinent information, as necessary. As part gbitsto foster open communications,
the Committee shall meet in separate executiveisessluring each of its four
regularly scheduled meetings with management aedCGbmpany’s independent
auditors to discuss any matters that the Comm{tieany of these groups) believes
should be discussed privately.

\VA Responsibilities and Duties

In recognition of the fact that the Company’s inelegent auditors are
ultimately accountable to the Audit Committee, @emmittee shall have the sole
authority and responsibility to select, evaluate],avhere appropriate, replace the
independent auditors or nominate the independatitaas for shareholder approval.
The Committee shall approve all audit engagemest &and terms and all non-audit
engagements with the independent auditors. The Gieemshall consult with
management but shall not delegate these respatisgil

To fulfill its responsibilities and duties, the At@ommittee shall:
With respect to the independent auditors:

1. Be directly responsible for the appointment, pensation and oversight of
the work of the independent auditors (includinghetion of disagreements
between management and the independent auditoesdieg financial
reporting) for the purpose of preparing its audfart or related work.

2. Have the sole authority to review in advancel, grant any appropriate pre-
approvals of, (i) all auditing services to be pded by the independent
auditors and (ii) all non-audit services to be jed by the independent
auditors as permitted by Section 10A of the SeiesrExchange Act of 1934,
and (iii) connection therewith to approve all feasd other terms of
engagement. The Committee shall also review andosppdisclosures
required to be included in Securities and Excha@gemission periodic
reports filed under Section 13(a) of the Securlirshange Act of 1934 with
respect to non-audit services.

3. Review the performance of the Company’s indepehauditors on at least an
annual basis.
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On an annual basis, review and discuss withintlependent auditors all
relationships the independent auditors have wigh@ompany in order to
evaluate the independent auditors’ continued indépece. The Committee:
() shall ensure that the independent auditors duiorthe Committee on an
annual basis a written statement (consistent widkpendent Standards Board
Standards No. 1) delineating all relationshipsserdices that may impact the
objectivity and independence of the independenitarsg (i) shall discuss
with the independent auditors any disclosed ralati@p or services that may
impact the objectivity and independence of the rthelent auditors; and (iii)
shall satisfy itself as to the independent audiiodependence.

At least annually, obtain and review an annapbrt from the independent
auditors describing (i) the independent auditorgeiinal quality control
procedures and (ii) any material issues raisedhbyniost recent internal
quality control review, or peer review, of the ipg@dent auditors, or by any
inquiry or investigation by governmental or profesal authorities, within
the preceding five years, respecting one or matepgendent audits carried
out by the independent auditors, and any stepsitikdeal with any such
issues.

Confirm that the lead audit partner, or the laadit partner responsible for
reviewing the audit, for the Company's independantitors has not

performed audit services for the Company for ed¢heofive previous fiscal

years.

Review all reports required to be submittedizyihdependent auditors to the
Committee under Section 10A of the Securities ErgleaAct of 1934,

Review, based upon the recommendation of trepieiident auditors and the
corporate audit department, the scope and plameafiork to be done by the
independent auditors for each fiscal year.

With respect to financial statements:

1.

Review and discuss with management and the érdmt auditors the
Company’s quarterly financial statements (includaigclosures made in
“Management’s Discussion and Analysis of FinanCiahdition and Results
of Operations” and the independent auditors’ rexaéthe quarterly financial
statements) prior to submission to stockholdeng gawernmental body, any
stock exchange or the public.

Review and discuss: (i) with management andritiependent auditors the
Company’s annual audited financial statementsygiing disclosures made in
“Management’s Discussion and Analysis of FinanCiahdition and Results
of Operations”).
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Discuss with the independent auditors the meattguired to be discussed by
Statement on Auditing Standards No. 61, as amemeiading to the conduct
of the audit.

Recommend to the Board of Directors, if apprateri that the Company’s
annual audited financial statements be includethénCompany’s annual
report on Form 10-K for filing with the Securitiasd Exchange Commission.

Prepare the report required by the SecuritidsEExchange Commission to be
included in the Company’s annual proxy statemedtaary other Committee
reports required by applicable securities laws tocks exchange listing
requirements or rules.

Periodic and Annual Reviews:

1.

Periodically review separately with each of ngeraent and the independent
auditors (i) any significant disagreement betweeanagement and the
independent auditors in connection with the pregmaraof the financial
statements, (ii) any difficulties encountered dgrthe course of the audit
(including any restrictions on the scope of work amcess to required
information), and (iii) management’s response tthea

Periodically discuss with the independent ausliteithout management being
present, (i) their judgments about the quality, rappateness, and
acceptability of the Company’s accounting princi@ed financial disclosure
practices, as applied in its financial reportingd &ii) the completeness and
accuracy of the Company’s financial statements.

Consider and approve, if appropriate, significdranges to the Company’s
accounting principles and financial disclosure ficas as suggested by the
independent auditors or management. Review witlnithependent auditors

and management at appropriate intervals, the etdevtich any changes or

improvements in accounting or financial practices, approved by the

Committee, have been implemented.

Review with management, the independent audaoxs the Company’s
counsel, as appropriate, any legal, regulatorpomtiance matters that could
have a significant impact on the Company’s finahstatements, including
significant changes in accounting standards oisrakepromulgated by the
Financial Accounting Standards Board, the Secsritend Exchange
Commission or other regulatory authorities witrewant jurisdiction.

Obtain and review an annual report from managémelating to the
accounting principles used in preparation of them@any’s financial
statements (including those policies for which nggmaent is required to
exercise discretion or judgments regarding the @mgntation thereof).
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Discussions with Management:

1. Review and discuss with management the Compaayisngs press releases
(including the use of “pro forma” or “adjusted” r@AAP information) as
well as financial information and earnings guidapoavided to analysts and
rating agencies.

2. Review and discuss with management all matesfélbalance sheet
transactions, arrangements, obligations (includergingent obligations) and
other relationships of the Company with unconsaédaentities or other
persons, that may have a material current of fueffect on financial
condition, changes in financial condition, resufsoperations, liquidity,
capital resources, capital reserves or significamiponents of revenues or
expenses.

3. Inquire about the application of the Companysaanting policies and its
consistency from period to period, and the comgayilof these accounting
policies with generally accepted accounting prilegp and (where
appropriate) the Company’s provisions for futureuwwcences which may have
a material impact on the financial statements efGompany.

4. Review and discuss with management (i) the Coryipanajor financial risk
exposures and the steps management has taken immaod control such
exposures (including management’s risk assessmmehtisk management
policies), and (ii) the program that managementdsdablished to monitor
compliance with its code of business ethics andigotfor directors, officers
and employees.

5. Review and discuss with management all discessarade by the Company
concerning any material changes in the financiatlt@®n or operations of the
Company.

6. Obtain explanations from management for unustmiances in the

Company’s annual financial statements from yege#y, and review annually
the independent auditors’ letter of the recommeéadatto management and
management’s response.

With respect to the internal audit function and internal controls:

1. Review, based upon the recommendation of thep@adent auditors, the
scope, plan and personnel of the work to be done.

2. In consultation with the independent auditoid management, (a) review the
adequacy of the Company’s internal control striectamd system, and the
procedures designed to insure compliance with Evasregulations, and (b)
discuss the responsibilities, budget and staffieeds of the corporate audit
department.
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Other:

Establish procedures for (i) the receipt, retenand treatment of complaints
received by the Company regarding accounting, mafexccounting controls
or auditing matters, and (ii) the confidential, ajmous submission by
employees of the Company of concerns regardingtipmedle accounting or
auditing matters.

Establish a policy on related-party transactiang review and approve all
related-party transactions. The currently adoptity is as follows:

Policy for Related Party Transactions. The Audit Committee of the Board
of Directors will evaluate any transaction, arrangat or relationship in
which National HealthCare Corporation (“NHC” or “@pany”) or any of
its subsidiaries or affiliates is a participant dhe amount involved
exceeds $120,000 in which an executive officeedar, director nominee
or 5% stockholder (or their immediate family menf)éeach of whom is a
“related party”) has a direct or indirect mateirgerest.

A related party transaction reviewed under thiscyakill be considered
ratified if it is approved by the Audit Committeth€ “Committee”) after
full disclosure of the related party’s interesthie transaction. As
appropriate for the circumstances, the Committdlergiiew and consider:

the related party’s interest in the related padpsaction;

the approximate dollar value of the amount involirethe related party
transaction;

whether the transaction was undertaken in the ardioourse of the
Company’s business;

whether the terms of the transaction are propasée tor were, entered
into on terms no less favorable to NHC than tetmas tould have been, or
have been, reached with an unrelated third party;

the purpose of, and the potential benefits to NH{Ghe transaction;
whether any alternatives were considered that woatdhave involved a
transaction with a related party; and

any other information regarding the related pardys$action or the related
party in the context of the proposed transactiah Would be material to
investors in light of the circumstances of the igatar transaction.

The Committee may approve the transaction otheifCommittee determines
that, under all of the circumstances, the transads in the Company’s best
interest. The Committee may impose any conditmmghe Company in
connection with the related party transaction ithdéems appropriate.

Review and approve (i) any change or waivethen €Company’s code of
business conduct and ethics for directors or exexuafficers, and (ii) any
disclosure made on Form 8-K regarding such changeiver.
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3. Establish the policy for the Company’s hiring efployees or former
employees of the independent auditors who weregathan the Company’s
account.

4, Review any management decision to seek a segmidn from independent
auditors other than the Company’s regular indepetaieditors with respect
to any significant accounting issue.

5. Review with management and the independent@sdite sufficiency and
quality of the financial and accounting personrfahe Company.

6. Review and reassess the adequacy of this Claarteially and recommend to
the Board any changes the Committee deems app@pria

7. The Committee shall conduct an annual performa&valuation.

8. Perform any other activities consistent witls t8harter, the Company’s By-
laws and governing law as the Committee or the @daems necessary or
appropriate.

V. Resources

The Audit Committee shall have the authority taietindependent legal,
accounting and other consultants to advise the GtteenThe Committee may request
any officer or employee of the Company or the Comyfs outside counsel or
independent auditors to attend a meeting of the r@ittee or to meet with any
members of, or consultants to, the Committee.

The Committee shall determine the extent of fundiecessary for payment of
compensation to the independent auditors for perpbsendering or issuing the annual
audit report and to any independent legal, accogratind other consultants retained to
advise the Committee.

This Charter will be made available on the Compamyebsite at
“www.NHCcare.com”.

Date of Amendment: April 24, 2007
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PROXY NATIONAL HEALTHCARE CORPORATION

100 E. Vine Street, Murfreesboro, Tennessee 37130
This Proxy is Solicited on Behalf of the Board of Dectors.

The undersigned hereby appoints Robert G. Adanisadehn K. Lines as Proxies, each of them withgrow
of substitution, to represent and vote on behathefundersigned all of the shares of National th€zre
Corporation which the undersigned is entitled ttevat the Annual Meeting of Shareholders to be held
City Center on the #%Floor, 100 E. Vine Street, Murfreesboro, TennessaelTuesday, May 5, 2009, at
4:00 p.m. Central Daylight Time and at any contimes thereof, hereby revoking all proxies heretofor
given with respect to such stock, upon the follayyimoposal more fully described in the notice af proxy
statement for the meeting (receipt whereof is heesfiknowledged).

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR PROPOSAL I.
I. ELECTION OF DIRECTORS

For nominee listed below:

|:| J. Paul Abernathy |:| Withhold Authority to vote for
the nominee listed to the left
For nominee listed below:

|:| Robert G. Adams I:l Withhold Authority to vote for
the nominee listed to the left:

In their discretion, the Proxies are authorizeddte upon such other matters as may properly come
before the meeting.

THIS PROXY, WHEN PROPERLY EXECUTED, WILL BE VOTED
IN THE MANNER DIRECTED HEREIN BY THE UNDERSIGNED
SHAREHOLDER. IF NO DIRECTION IS MADE, THIS PROXY W ILL BE
VOTED FOR PROPOSAL I.

Please sign exactly as name appears below. Wieesshare
held by joint tenants, both should sign. When isigras
attorney, as executor, administrator, trustee ardjan, please
give full name as such. If a corporation, pledge & full
corporate name by President or other authorizedeoff If a
partnership, please sign in partnership name blyoazed
person.

Dated:

Signature

Signature, if held jointly

PLEASE MARK, SIGN, DATE AND RETURN THE PROXY CARD | N THE
ENCLOSED ENVELOPE.
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