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Item 5.02 Departure of Directorsor Principal Officers; Election of Directors; Appointment of Certain Officers; Compensatory
Arrangements of Certain Officers.

On December 16, 2008, Capital Senior Living Corgiora(the “Company”) issued a press release anringrtbe resignation of
James A. Stroud as the Chairman of the Compamgctafé December 31, 2008. The Company does natdnie fill the office held
by Mr. Stroud. Mr. Stroud will continue to servetas Chairman of the Board of Directors of the Camp

In connection with his resignation, Mr. Stroud @dhd Company entered into a severance agreemert Dat=mber 12, 2008 (the
“Severance Agreement”), pursuant to which Mr. Streull be entitled to receive (i) a cash paymentha amount of $500,000, for
which Mr. Stroud intends to use the after-tax antoinom $250,000 of this $500,000 for the purposer@fvarding certain
nonexecutive employees of the Company for the tyedrs of service to the Company, (ii) the amodrary bonus earned by Mr.
Stroud under existing arrangements with the Comganyhe 2008 fiscal year, and (iii) reimbursemehtMr. Stroud’s reasonable
attorneys’ fees incurred in connection with the eance Agreement. Additionally, for so long as troud is a member of the
Board of Directors (and for thirty (30) days aftermination of his service as a director), the Campwill maintain Mr. Stroud’s
existing executive office, provide administrativepport and reimburse Mr. Stroud’s reasonable armbswary business expenses
incurred in representing the Company at the Natibmaestment Center and American Senior Housingo8isgion meetings. Under
the Severance Agreement, the Company will alsoafperiod of eighteen (18) months, either (i) cwni to provide Mr. Stroud with
health care benefits, as generally provided toGhempany’s senior executive officers, or (ii) pay.Ntroud’s premiums under the
Consolidated Omnibus Budget Reconciliation Act. Widdally, the Severance Agreement grants certegistration rights to Mr.
Stroud and the Company agrees to indemnify Mr.Ustrfor certain liabilities in connection with higrsice as an officer of the
Company. A copy of the Severance Agreement isl fle Exhibit 10.1 to this Current Report on For{.8Fhis summary of the
Severance Agreement is qualified in its entiretydfgrence to such exhibit, which is incorporatecein by reference.

Item 8.01 Other Events

On December 16, 2008, the Company issued a priesseealso announcing that it plans to suspenlddudevelopment activities
following the opening of the two remaining commigstunder development in the first half of 2009e Tl text of the press release
issued in connection with the announcement is la¢thdrereto as Exhibit No. 99.1. This informati@ing furnished under this Item
8.01 and Exhibit 99.1 shall not be deemed “fileal’ purposes of Section 18 of the Securities Exchakg of 1934, as amended (the
“Exchange Act”), or incorporated by reference iry diting under the Securities Act of 1933, as amemhdor the Exchange Act,
except as shall be expressly set forth by speggfierence in such a filing. The press releaseatosit and may implicate, forward-
looking statements regarding the Company and imduzhutionary statements identifying importantdesthat could cause actual
results to differ materially from those anticipateorward-looking statements are made based u@gragement’s expectations and
belief concerning future developments and theireptial effect upon the Company. There can be rsurasce that future
developments will be in accordance with managersemtpectations or that the effect of future develepts on the Company will be
those anticipated by management. For additiofatimation about risks and uncertainties that caddersely affect the Company’s
forward-looking statements, please refer to the gamy’'s filings with the Securities and Exchange @ussion, including its
Quarterly Report on Form 10-Q for the fiscal quaeieded September 30, 2008.

Item 9.01 Financial Statementsand Exhibits.
(a) Not applicable.
(b) Not applicable.
(c) Not applicable.
(d) Exhibits.

10.1 Severance Agreement, dated December 12, B9@8d among Capital Senior Living Corporation dathes
A. Stroud.
99.1 Press Release dated December 16, 2008.



SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causedréport to be signed on its
behalf by the undersigned hereunto duly authorized.

Date: December 16, 2008 Capital Senior Living Coafion
By: /s/ David R. Brickman

Name: David R. Brickman
Title: Vice President and General Counsel




EXHIBIT INDEX
The following exhibits to this current report onrfFo8-K are being filed pursuant to Item 7.01:

10.1 Severance Agreement, dated December 12, B9@8d among Capital Senior Living Corporation dathes A. Stroud.
99.1 Press Release dated December 16, 2008.
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ATTACHMENT I -- Indemnity

SEVERANCE AGREEMENT

THIS SEVERANCE AGREEMENT (“Agreement”) dated astbe 12th day of December, 2008 and
effective as of the 31day of December, 2008 (the “Effective Date”), bydabetween Capital Senior Living
Corporation, a Delaware corporation (“CSLC” or theompany”), and James A. Stroud, an individual

(“Stroud”).



WHEREAS, Stroud is a founder of CSLC and his leslgigrand commitment has been instrumental to
the Company'’s success, and he has prior to thetisdéeDate been Chairman of the Company, a dirgetiod
Chairman of the Board of CSLC (the “Board”); and

WHEREAS, Stroud now desires for personal reasomstie from his officer position with CSLC and
its subsidiaries, and he and CSLC have determimedetminate that certain Amended and Restated
Employment Agreement, dated October 8, 1997, ahduramended, by and between Stroud and CSLC (the
“Employment Agreement”).

NOW, THEREFORE, in consideration of the premises emvenants considered in this Agreement, the
parties hereto agree as follows:

1. CONFIDENTIALITY. Stroud hereby acknowledges his understandingafa result of his
prior employment by CSLC he has had and may hagesacto, and possession of, valuable and important
confidential or proprietary data, documents anarimiation concerning CSLC, its operations and itsire
plans (“Confidential Information”). Stroud herebgrees that neither he nor any of his Affiliatesigh does
not include CSLC and its subsidiaries) will at dimge divulge or communicate to any person or enttyuse
to the detriment of CSLC or for the benefit of antlier person or entity, or make or remove any pfesuch
Confidential Information or proprietary data oranhation, whether or not marked or otherwise idmdias
confidential or secret. Notwithstanding any otpevision in this Agreement to the contrary, Strebdll have
the right to use any Confidential Information toanstitutes “Residual Knowledge,” which shall mé&iroud’s
memory (unassisted by tangible or electronic copieany Confidential Information), skills, and ex@ace
obtained in connection with his employment with ©SL Stroud, on or before the Effective Date, shall
surrender to CSLC any and all materials, includig not limited to drawings, manuals, reports, doeants,
lists, photographs, maps, surveys, plans, spetditg accountings and any and all other materelting to
CSLC or any of its business, including all copiesréof, that Stroud has in his possession, whetheot such
material was created or compiled by Stroud, butughcg, however, personal memorabilia belongingtmud
and notes taken by him as a member of the Boarxc(ti@ed Iltems”). With the exception of the Excldde
Items, Stroud acknowledges that all such matesiablely the property of CSLC and Stroud has nbtittle
or interest in or to such materials. Notwithstagdanything to the contrary set forth in this Sattih the
provisions of this Section 1 shall not apply toormhation which: (i) is or becomes generally avddaio the
public other than as a result of disclosure by &trdii) is already known to Stroud as of the Efifee Date
from sources other than CSLC, or (iii) is requitede disclosed by law or by regulatory or judi@abcess.

2. NON-COMPETITION; NON-SOLICITATION  Stroud and CSLC hereby agree that,
notwithstanding the termination of the Employmemgfrédement as provided in Section 8 of this Agreem@nt
Paragraph 9 (Non-Competition; Non-Solicitation}tod Employment Agreement shall survive such tertrona
and remain in effect for the periods after suchmteation that are specified in such paragraph; @nd
notwithstanding Paragraph 9 of the Employment Ageeat, Stroud shall be entitled to employ, soliait f
employment or recommend for employment Elizabethkigl@'Marks”).

3. WORK PRODUCT Stroud acknowledges that all innovations, impraents, developments,
methods, designs, analyses, reports and all similaglated information which relates to CSLC’saniy of its
subsidiaries’ or Affiliates’ actual or anticipatédisiness, or existing or future products or sesvi@ed which
were conceived, developed or made by Stroud whilpleyed by CSLC belong to CSLC or such subsidiary o




Affiliate. Stroud will perform all actions request by the Board to establish and to confirm sucherghip
(including, without limitation, assignments, consgmpowers of attorney and other instruments).

4. SEVERANCE PAYMENTS; INSURANCE

(@) CSLC shall:

0] Pay to Stroud $500,000 in cash by the EffectiveeDatis Stroud’s intention to
use the after-tax amount from $250,000 of this $300 for the purpose of rewarding certain
nonexecutive employees of the Company for theirg/efservice to the Company.

(i) On or before March 15, 2009, pay to Stroud the bagarned by him for 2008
under an existing arrangement between the CompadyS#roud, without regard to whether
Stroud is employed by the Company on the date dhedbis paid.

(i)  CSLC shall promptly reimburse Stroud’s reasonaltier@ey’s fees incurred in
connection with the negotiation and execution o$ tAgreement, but in no event later than
December 31, 2009.

(b)  All life insurance policies purchased by CSLC wispect to Stroud, of which the
Company is the beneficiary, shall be allowed tenieate in accordance with their respective terms.

5. OTHER BENEFITS

@) For eighteen (18) months after the Effective Datith respect to Stroud and his
dependents, CSLC shall, at the Company’s optigrofitinue to provide health benefits made generall
available by CSLC to its senior executives; or figy Stroud’s premiums under the Consolidated
Omnibus Reconciliation Act (“COBRA”). If COBRA ignavailable to Stroud, CSLC shall reimburse
Stroud for the cost of obtaining health benefitsstantially equivalent to those made generallylaiée
by CSLC to its senior executives. Reimbursemeh#srmunts described in the preceding sentence shall
be made promptly, but no later than the last dayaaf year immediately following the date such
expenses are incurred.

(b) CSLC shall pay to Stroud all accrued but unpaidunused vacation, sick pay and
expense reimbursement according to CSLC’s Corpétalieies and Procedures Manual.

(c) CSLC shall, effective as of the Effective Date| $elStroud the office furnishings and
personal computer located in his current offic€ampany headquarters for the current book value on
the Company’s books of such furnishings and compute

(d) For so long as Stroud is a member of the Board,fanthirty (30) days after Stroud’s
service as a Board member terminates, CSLC shall:

(1) Employ Marks and shall assign Marks to provide amsiriative support to Stroud
and continue her current duties as office managBwuring such assignment, Marks shall
continue to be employed by CSLC with a benefitskpge no less favorable than the one she



now has, her compensation shall be not less thartdimpensation she now receives, and she
shall be entitled to receive raises and additidrealefits, including grants of equity awards, no

less favorable than those provided to the secestami administrative or executive assistants of
the Chief Executive Officer of CSLC;

(i) Maintain Stroud’s access to his existing executdféice and to his current
parking space at Company headquarters; and

(i)  Reimburse Stroud’s reasonable and necessary bssgmgmenses incurred in
attending trade association meetings of the Natibmaestment Center and American Senior
Housing Association, in any case if Stroud plansatiend such meetings while serving as a
Board member, promptly after his presentation toLCSof itemized bills, vouchers or
accountings, but no later than the last day of year immediately following the date such
expenses are incurred.

6. REGISTRATION RIGHTS Stroud shall have the following registrationhtig

(@) For purposes of this Section, the term “Registr&seurities” shall mean any shares of
Common Stock beneficially owned by Stroud (direatyindirectly) plus all shares of Common Stock
that Stroud may acquire pursuant to the exercistoak options.

(b) If CSLC at any time proposes to register any okésurities under the Securities Act of
1933 (the “Securities Act”) for sale to the publidhether for its own account or for the accountibier
security holders or both (except with respect misteation statements on Forms S-4 or S-8 or anothe
form not available for registering the RegistraBkcurities for sale to the public), each such fimell
give written notice to Stroud of its intention sodo. Upon the written request of Stroud, receilggd
the Company within 30 days after the giving of auch notice by CSLC, CSLC will cause the
Registrable Securities as to which registrationlishave been so requested to be included in the
securities to be covered by the registration statgrproposed to be filed by CSLC, all to the extent
requisite to permit the sale or other dispositignStroud (in accordance with his written requegt) o
such Registrable Securities so registered; proyideavever, that if the managing underwriter of
CSLC'’s offering delivers in good faith a writteninjon to Stroud and the Company that either because
of (i) the kind of securities which Stroud or CSkr@ends to include in the offering or (ii) the siakthe
offering which Stroud or CSLC intend to make, tlhiecess of the offering or the market for CSLC’s
Common Stock would be materially and adverselycédie by the inclusion of the Registrable Securities
requested to be included (A) in the event thatdize of the offering is the basis for the managing
underwriter’s opinion, the amount of the securit@be offered for the account of Stroud and eahbro
person registering securities of CSLC pursuanirola incidental registration rights shall be redd
pro rata to the extent necessary to reduce thkeawtaunt of securities to be included in such ofigto
the amount reasonably recommended by such managidgrwriter; and (B) in the event that the
combination of securities to be offered is the ®asi such managing underwriter’'s opinion (1) the
Registrable Securities and other securities tanbkided in such offering shall be reduced as desdri
in clause (A) above or, (2) if the actions desdile Clause (A) would, in the reasonable judgmént o
the managing underwriter, be insufficient to subsély eliminate the material and adverse efféett t
inclusion of the Registrable Securities requestedd included would have on such offering, such



Registrable Securities will be excluded from suffierong. Notwithstanding the foregoing provisions,
CSLC may withdraw any registration statement reféto in this Section 6(b) without thereby incugrin
any liability to Stroud.

(© If and whenever CSLC is required by Section 6(befi@ct a piggy back registration,
CSLC shall as expeditiously as possible:

(1) prepare and file with the Securities and Exchangemm@ission (the
“Commission”) a registration statement (which, Ive tcase of an underwritten public offering
shall be on Form S-1, Form S-2, Form S-3, any ssmeorms thereto, or other form of general
applicability satisfactory to the managing undetariselected as therein provided) with respect
to such securities and use its best efforts toea@ush registration statement to become and
remain effective for the period of the distributimontemplated thereby (as determined
hereinafter); provided, however, that CSLC may poseé the filing, effectiveness,
supplementing or amending of the registration statd for up to 90 days if, in the good faith
opinion of CSLC’s Board, the registration or saleRegistrable Securities would adversely
affect a material financing, acquisition, dispasiti of assets or stock, merger or other
comparable transaction or would require CSLC to enplblic disclosure of information the
public disclosure of which would have a materiabexde effect upon CSLC. During any time
that CSLC defers amending or supplementing thestegion statement, the holders of
Registrable Securities shall discontinue disposingegistrable Securities;

(i) subject to the provision in subsection (i), prepand file with the Commission
such amendments and supplements to such registrsttidement and the prospectus used in
connection therewith as may be necessary to keep @gistration statement effective for the
period of distribution and comply with the provisgof the Securities Act with respect to the
disposition of all Registrable Securities covergdshich registration statement in accordance
with the intended method of disposition set forttsuich registration statement for such period;

(i) furnish to Stroud and to each underwriter such rembf copies of the
registration statement and the prospectus inclutiegtein (including each preliminary
prospectus) as such persons reasonably may raquasker to facilitate the public sale or other
disposition of the Registrable Securities covengduxrh registration statement;

(iv)  use its best efforts to register or qualify the iRiegble Securities covered by such
registration statement under the securities oré'ldlay” laws of such jurisdictions as Stroud or,
in the case of an underwritten public offering, th@naging underwriter reasonably shall
request, PROVIDED HOWEVER, that CSLC shall not &ty such purpose be required to
qualify generally to transact business as a foremporation in any jurisdiction where it is not
so qualified or to consent to general service otpss in any such jurisdiction;

(V) use its best efforts to list or qualify for quotetithe Registrable Securities
covered by such registration statement with anyrsies exchange or inter-dealer quotation
system on which the Common Stock is then listeguated;



(vi)  notify Stroud at any time when a prospectus rejator Registrable Securities is
required to be delivered under the Securities Acthe happening of any event as a result of
which the prospectus included in such registrataiement contains an untrue statement of a
material fact or omits any fact necessary to makestatements therein not misleading, and, at
the request of Stroud, CSLC will prepare a supplgme amendment to such prospectus so that,
as thereafter delivered to the purchasers of swghsRable Securities, such prospectus will not
contain an untrue statement of a material factrit o state any fact necessary to make the
statements therein not misleading, provided that 180-day period described below will be
tolled from the time a prospectus contains sucliateiment or omission until a prospectus
correcting such statement or omission has beeweded to Stroud and may be delivered to the
purchasers of such Registrable Securities in c@npdé with the Securities Act;

(vii)  notify Stroud immediately, and confirm the notice writing, (1) when the
registration statement becomes effective, (2) ef igsuance by the Commission of any stop
order or of the initiation, or the threatening, afy proceedings for that purpose, (3) of the
receipt by CSLC of any notification with respect ttte suspension of qualification of the
Registrable Securities for sale in any jurisdictmmof the initiation, or the threatening, of any
proceedings for that purpose, and (4) of the readigny comments, or requests for additional
information, from the Commission or any state ragudy authority. If the Commission or any
state regulatory authority shall enter such a staer or order suspending qualification at any
time, CSLC will promptly use its best reasonabfergs to obtain the lifting of such order; and

(viii)  otherwise use its best efforts to comply with alblcable rules and regulations of
the Commission, and make available to its sectilgers as soon as reasonably practicable, but
not later than 15 months after the effective datehe registration statement, a statement
covering a period of at least 12 months beginnifigr éhe effective date of the registration
statement, which earnings statement shall sati&yptovisions of Section 11(a) of the Securities
Act.

For purposes hereof, the period of distribution Régistrable Securities in a firm commitment
underwritten public offering shall be deemed toeext until each underwriter has completed the distion of
all securities purchased by it, and the periodisfrithution of Registrable Securities in any othegistration
shall be deemed to extend until the earlier ofghle of all Registrable Securities covered the@by80 days
after the effective date thereof.

In connection with each registration hereundem@&trwill furnish to CSLC in writing such informatio
with respect to Stroud as reasonably shall be sacgsin order to assure compliance with federal and
applicable state securities laws.

In connection with each registration pursuant s 8ection covering an underwritten public offering
CSLC and Stroud agree to use their best efforselect a managing underwriter (and any co-managers)o
enter into a written agreement with the managindemwriter in such form and containing such prowvisi@as
are customary in the securities business for sacareangement between such underwriter and comparie
CSLC's size and investment stature.



(d)  All expenses incurred by CSLC in complying withsthBection, including, without
limitation, all registration and filing fees, pring expenses, fees and disbursements of counsel and
independent public accountants for CSLC, fees atmkreses (including counsel fees) incurred in
connection with complying with state securities'lolue sky” laws, fees of the National Association o
Securities Dealers, Inc., transfer taxes, feesapisfer agents and registrars, costs of insuramkfees
and disbursements of one counsel for Stroud buludixg any Selling Expenses, are called
“Registration Expenses.” All underwriting discosir@nd selling commissions applicable to the sale of
Registrable Securities are called “Selling Experises

0] CSLC shall pay all Registration Expenses attribletéd the shares of Registrable
Securities included in the registration in conrattwith each registration statement under this
Section.

(i) All Selling Expenses in connection with each sudgistration statement
applicable to Registrable Securities sold by Strehall be borne by Stroud.

(e) Subject to applicable law, CSLC will indemnify eaanderwriter, Stroud and each
person controlling any of them, against all clainesses, damages and liabilities, including legal a
other expenses reasonably incurred, arising oaingfuntrue statement of a material fact contaimed i
the registration statement, or any omission testanaterial fact required to be stated in thestegion
statement or necessary to make the statementsisieiading, or arising out of any violation by CSLC
of the Securities Act, any state securities or ébdlky” laws or any applicable rule or regulatiofhis
indemnification will not apply to any claims, losse&lamages or liabilities to the extent that theym
have been caused by an untrue statement or omibaged upon information furnished in writing to
CSLC by such underwriter, Stroud or controlling quar, respectively, expressly for use in the
registration statement. With respect to such urgtaement or omission in the information furnisimed
writing to CSLC by Stroud, he will indemnify the derwriters, CSLC, its directors and officers, and
each person controlling any of them against angdssclaims, damages, expenses or liabilities tohwh
any of them may become subject as a result of satrhie statement or omission.

() The registration rights of Stroud under this Agreetmmay be transferred to any trust,
family partnership or other family entity formed Byroud to hold shares of Common Stock and to any
member of his family.

(9) In the event of any merger, consolidation or stex@hange pursuant to which CSLC is
not the surviving or resulting corporation, CSL@WBligations under this Section shall be assumed by
such surviving or resulting corporation.

(h)  The registration obligations of CSLC under thistiecshall terminate on the date when
CSLC (i) delivers to Stroud a written opinion ofaav firm with recognized securities law expertise,
reasonably acceptable to Stroud, addressed todStinati he is permitted to sell all Registrable $iies
to the public without registration under applicaldes, other than pursuant to Rule 144 or any simila
rule, and (ii) gives irrevocable written instruct®dto CSLC’s transfer agent to remove all restrecti
legends from the CSLC stock certificate(s) them i, or registered in the name of, Stroud.



7. INDEMNIFICATION BY CSLC. CSLC shall and hereby does indemnify Stroudh&oextent
and in accordance with the terms of Attachmenotthis Agreement.

8. TERMINATION OF AMENDED AND RESTATED EMPLOYMENT AGREMENT. Stroud
and CSLC hereby agree that the Employment Agreersieall be, subject to Section 9 below, as of the
Effective Date, terminated, cancelled and of ndhier force and effect. Stroud hereby resigns exdfiber
position held on or prior to the Effective Date mAZSLC and any Company subsidiary or Affiliatero8t also
resigns every position as a member of the Boardikgctors of any and all direct and indirect suleiés of
CSLC. Stroud shall remain a member of the Boater e Effective Date until he resigns or his €ssor is
duly elected or appointed.

9. NO EFFECT ON EMPLOYMENT COMPENSATION Nothing in this Agreement shall be
construed to affect in any way employment compemsamounts paid or payable to Stroud by CSLC, hdret
or not determined on or prior to the Effective Dat&h respect to his employment by CSLC priorhe tlate
hereof, including bonus payments payable to Stwitd respect to his employment by CSLC prior to the
Effective Date.

10. SURVIVAL OF CERTAIN PROVISIONS The representations, warranties, covenants and
agreements contained in this Agreement shall serie Effective Date.

11. DEFINITION OF AFFILIATE. For purposes of this Agreement, the term “Adfié” with
regard to Stroud means any person controlled mnder common control with him. “Affiliate” with gard to
CSLC means any person controlled by or under comeoatrol with CSLC. For purposes of these defims,
“Control” when used with respect to any person rsele power to direct the management and polidissah
person, whether through the ownership of votingigges, by contract or otherwise.

12. EQUITABLE REMEDY. In the event of a breach by Stroud of the piowns of Section 1 of
this Agreement or Paragraph 9 of the Employmenefgrent, CSLC shall, in addition to any other awdda
remedies, be entitled to an injunction restraingtgoud from violating the terms of the applicabkcton or
Paragraph and Stroud and CSLC agree that saidciguns appropriate and proper relief for suchation.

13. STROUD’'S LEGAL FEES AND EXPENSES It is the intent of CSLC that Stroud not be
required to incur legal fees and the related exgeassociated with the interpretation, enforceremnlefense
of his rights under this Agreement by litigation atherwise because the cost and expense theredtl wou
substantially detract from the benefits intendedbe¢oextended to Stroud hereunder. Accordinglit, should
appear to Stroud that CSLC has failed to complyhwaihy of its obligations under this Agreement othe
event that CSLC or any other person takes or thnsato take any action to declare this Agreemertt go
unenforceable, or institutes any litigation or ethetion or proceeding designed to deny, or towvecdrom,
Stroud the benefits provided or intended to be iglex¥ to Stroud hereunder, CSLC irrevocably autlesriz
Stroud from time to time to retain counsel of Sttsuchoice to advise and represent Stroud in cdiorewith
any such interpretation, enforcement or defensgudmng without limitation the initiation or defemsf any
litigation or other legal action, whether by or Bga CSLC or any director, officer, stockholderather person
affiliated with CSLC, in any jurisdiction. CSLC widvance and be solely financially responsibledioy and
all reasonable attorneys’ and related fees andnadde expenses incurred by Stroud in connectiom any of




the foregoing; provided that, if Stroud is not sssful on the merits or otherwise, Stroud shalnbeirse
CSLC for any advances and payments for his atteraag related fees and expenses under this S&&ion

14. NOTICES All notices and other communications providedetther party hereto under this
Agreement shall be in writing and delivered by hdetivery, overnight courier service or certifiecimnreturn
receipt requested, to the party being notifieduahsparty’s address set forth below, or at sucleradidldress as
may be designated by a party in a notice to thergtlarty given in accordance with this AgreemeNbtices
given by hand delivery or overnight courier servitall be deemed received on the date of deliveoya on
the courier’s delivery receipt or log. Notices givby certified mail shall be deemed received tliBalays
after deposit in the U.S. Mall, sent to the follagiaddresses as appropriate:

If to CSLC: 14160 Dallas Parkway, #300
Dallas, TX 75254
Attn: David Brickman, General Counsel

If to Stroud: 3808 Caruth Blvd.
Dallas, TX 75225

15. CONSTRUCTION In construing this Agreement, if any portion tbfs Agreement shall be
found to be invalid or unenforceable, the remairigrgns and provisions of this Agreement shall emgieffect
to the maximum extent possible without considetimgvoid, invalid or unenforceable provision. bmetruing
this Agreement, no meaning or effect shall be giwethe captions of the paragraphs in this Agregnvemich
are inserted for convenience of reference only.

16. CHOICE OF LAW. This Agreement shall be governed and constroeaccordance with the
internal laws of the State of Texas without resorthoice of law principles.

17. INTEGRATION; AMENDMENTS. This is an integrated Agreement. This Agreement
(including Attachment hereto) constitutes and is intended as a finatesgon and a complete and exclusive
statement of the understanding and agreement opdhees hereto with respect to the subject mattehis
Agreement. All negotiations, discussions and wgsi between the parties hereto relating to theestibpatter
of this Agreement are merged into this Agreememd, there are no rights conferred, nor promisesegents,
conditions, undertakings, warranties or repres@mst oral or written, expressed or implied, betvebe
undersigned parties as to such matters other thapexifically set forth herein. No amendment odification
of or addendum to, this Agreement (including Atraeimt | hereto) shall be valid unless the same shall be in
writing and signed by the parties hereto. No wanfeany of the provisions of this Agreement shul valid
unless in writing and signed by the party againtsbnv it is sought to be enforced.

18. SUCCESSORS AND BINDING AGREEMENT

€)) CSLC will require any successor (whether directimdirect, by purchase, merger,
consolidation, reorganization or otherwise) toaallsubstantially all of the business or assets SEC,
by agreement in form and substance reasonablyesdtsy to Stroud, expressly to assume and agree to
perform this Agreement in the same manner andaséme extent CSLC would be required to perform
if no such succession had taken place. This Ageeémrill be binding upon and inure to the benefit o
CSLC and any successor to CSLC, including withaonithtion any persons acquiring directly or



indirectly all or substantially all of the businees assets of CSLC whether by purchase, merger,
consolidation, reorganization or otherwise, butlwibt otherwise be assignable, transferable or
delegable by CSLC.

(b) This Agreement will inure to the benefit of and dxdorceable by Stroud’s personal or
legal representatives, executors, administratarsgessors, heirs, distributees, legatees and pednit
assignees.

(c) Except as set forth above in this Section 18, mgthin this Agreement, express or
implied, is intended to confer upon any third persy entity any rights or remedies of any nature
whatsoever under or by reason of this Agreemergmdas expressly provided in this Agreement.

19. COMPLIANCE WITH CODE SECTION 409AThe parties intend the terms of the Agreement
relating to Stroud's rights to receive paymentsash and/or in kind benefits from the Company,udirig the
timing of any such payments, comply with Sectio®@A®f the Internal Revenue Code of 1986, as amended
(the “Code”) and Treasury Regulations and othefiegipe Internal Revenue Service guidance promalfat
thereunder and that any ambiguities in construcbeninterpreted in order to effectuate such intei,.
however, it is determined that any provision of Agreement could be construed in form or operationto
comply with Section 409A of the Code and the TreadRegulations or other applicable Internal Revenue
Service guidance promulgated thereunder, such gicovshall be interpreted and construed (and,aéssary,
reformed through formal amendment) to comply widtt®n 409A of the Code and Treasury Regulatioms an
other applicable Internal Revenue Service guidgroenulgated thereunder, and no consent of Strdwal, t
Company or any other person shall be necessaryivi® gffect to such interpretation, construction, or
amendment; PROVIDED, HOWEVER, that in no event Ishal amendment impose on CSLC a payment
obligation that CSLC does not otherwise have unllerother provisions of this Agreement, and tha th
Section 19 shall not impose any obligation or ligbion the Company with respect to any increased t
liability of Stroud as a result of the failure iorfin or operation of this Agreement to comply wigcton 409A
of the Code.

IN WITNESS WHEREOF, the parties have signed thisesggent as of the date first written above.

CAPITAL SENIOR LIVING CORPORATION

/s/ David R. Brickman
By: David R. Brickman
Title: Vice Presidence and Secretary

/s/ James A. Stroud
JAMES A. STROUD




ATTACHMENT I

INDEMNITY

CAPITAL SENIOR LIVING CORPORATION (the “Company” ¢CSLC”) will indemnify JAMES A.
STROUD (“Indemnitee”) in accordance with the folliongy terms.

1. DEFINITIONS. As used in this Indemnity:

(@) “Agreement” means the Severance Agreementdmgtwhe Company and Indemnitee,
dated as of the same date hereof.

(b) The term “Proceeding” shall include any threat® pending or completed investigation,
claim, action, suit or proceeding, whether of ailcigriminal, administrative or investigative nagur
(including without limitation any action, suit orqgqeeeding by or in the right of the Company or ®@the
Entity, as hereinafter defined, to procure a judgme its favor), in which Indemnitee may be or may
have been or may be threatened to be made or torlgemvolved in any manner (including without
limitation as a party or a witness) by reason effiéict that Indemnitee has advised the Compangr(as
officer, director or consultant of the Company oy ®ther Entity) with respect to any matter, i€géd
to have advised Other Entities with respect toraagter in which the Company or any Other Entity was
involved or related or by reason of anything adyuat allegedly done or not done by Indemniteenyg a
of such capacities, and whether such advice, actidnaction occurred in the past or occurs after t
date hereof. It is also expressly agreed that d&aiog shall include any claim, action, suit or
proceeding arising out of allegations that Indeewig Affiliates, as defined in the Agreement, have
engaged in transactions with the Company in whictemnitee had a financial or conflicting interest.

(c) The term “Expenses” includes, without limitatj reasonable attorneys’ fees and
disbursements and all other reasonable costs, sgpamd obligations actually and reasonably indurre
by Indemnitee in connection with (i) investigatindefending, being a witness in or otherwise
participating in, or preparing to defend, be a @#® in or participate in, any Proceeding, or (ii)
establishing a right to indemnification under Paapy 6 of this Indemnity, but shall not include the
amount of any judgments, fines or penalties entereaksessed against Indemnitee or any amounts paid
or payable in settlement by Indemnitee.

(d) The term “Other Entity” includes, without litation, any subsidiary or affiliate of the
Company and any entity with which Indemnitee hawesk or is serving as an officer or director or
otherwise in the general interest of the Compabyisiness. It is expressly agreed that Indemnitee’s
service with (i) Capital Realty Group Senior Hogsiinc., a Texas corporation, and with its subsids&a
and partnerships in which it is a general part(igr,Capital Senior Living Communities, LP, and its
general partner, Retirement Living Communities,.L&hd (iii)) Tri-Point Communities, L.P., Triad
Senior Living, L.P. and related partnerships wereradertaken by the Indemnitee for the benefithaf
Company and all such entities and their affiliat®s hereby agreed to be Other Entities within the
meaning of this definition.



2. SCOPE OF INDEMNIFICATION Subject to Paragraph 7 of this Indemnity, thenpany shall
indemnify Indemnitee in accordance with the prawisi of this Paragraph 2 if Indemnitee is or wasdtened
to be made or to become involved in any mannetuditg without limitation as a party or witness, any
Proceeding (including a Proceeding by or in thatrif the Company or Other Entity to procure a juegt in
its favor) against any and all Expenses and any ahgidgments, fines and penalties entered orsasse
against Indemnitee, and any and all amounts rebbomeid or payable in settlement by Indemnitee, in
connection with such Proceeding, but only if Indé@s® acted (a) in good faith and in a manner Indezan
reasonably believed to be in or not opposed taChpany’s best interests and (b) without grossigegte.
THIS INDEMNITY EXPRESSLY INDEMNIFIES INDEMNITEE AGANST HIS OWN NEGLIGENCE.
The termination of any Proceeding by judgment, oodeourt, settlement or conviction, or upon aapté nolo
contendere or its equivalent, shall not, of itseteate a presumption for purposes of any provisibthis
Indemnity that Indemnitee did not act in good faitid in a manner Indemnitee reasonably believéx o or
not opposed to the Company’s best interests, oacligvith gross negligence.

3. D&O Insurance Coverage and Most Favorable Indewatifin Obligations Indemnitee shall be
entitled to director and officer (“D&0O”) insuran@®verage during the period specified below foradudts and
omissions while an officer and director of CSLC aisdAffiliates, as defined in the Agreement, obasis no
less favorable to Indemnitee than the coverageigedvby the Company or any of its Affiliates thatmost
favorable to any other officer or director of CSb€any of its Affiliates. CSLC shall maintain oaucse to be
maintained such insurance coverage for Indemniter &ind after the date of this Indemnity untilagblicable
statute of limitation periods for Indemnitee’s aa or omissions during his term of employment haexgred.
CSLC shall indemnify, and shall cause its Affiliat® indemnify, Indemnitee against any and all lbges and,
if requested by Indemnitee, shall (within two (2)slmess days of such request) advance such Expemnses
Indemnitee, which are incurred by Indemnitee innaation with any claim asserted against or actiamught
by Indemnitee for recovery under any D&O liabilitysurance policies maintained by CSLC or any of its
Affiliates, regardless of whether Indemnitee ultielp is determined to be entitled to such indencation,
advance expense payment or insurance recoverlieasase may be. If CSLC or any of its affiliateangs to
any director or officer rights to indemnification advancement of Expenses that are more favorhatethose
contained in the certificate of incorporation ofdwys of the Company, each as they may be amendetiso
Indemnity, then CSLC shall contemporaneously théregrant or cause to be granted those more fal®rab
rights to Indemnitee and promptly take all suchosst as may be necessary to vest such rights enindee.

4. INDEMNIFICATION OF EXPENSES OF SUCCESSFUL PARTY; NQ\DVERSE
PRESUMPTION Notwithstanding any other provisions of this énthity, to the extent that Indemnitee has
been successful on the merits or otherwise, inndefef any Proceeding or in defense of any classyea or
matter therein, including the dismissal of an actiathout prejudice, Indemnitee shall be indemuifegainst
all Expenses incurred in connection therewith.

5. ADVANCES OF EXPENSES The Expenses incurred by Indemnitee pursuaRatagraph 2 or
Paragraph 4 in any Proceeding shall be paid byCtirapany in advance, promptly upon the written retjoé
the Indemnitee, if Indemnitee shall undertake payesuch amount to the extent that it is ultimatyermined
that Indemnitee is not entitled to indemnificatioho security for the performance of any such utadéng
shall be required and any such undertaking shaddoepted by the Company without regard to thentired
capacity of Indemnitee to perform his obligationsreunder.




6. RIGHT OF INDEMNITEE TO INDEMNIFICATION UPON APPLICAION: PROCEDURE
UPON APPLICATION Without limiting the obligation of the Company poomptly make payments in respect
of Expenses in accordance with Paragraph 5, amgmndication under Paragraph 2 or Paragraph 4 $eall
made no later than 45 days after receipt by the faom of the written request of Indemnitee, unless a
determination is made within said 45-day period(Dythe Board of the Company by a majority vote of
directors who are not and were not parties to ¢étevant Proceeding, even though less than a quau() by
a committee of such directors designated by mgjeote of such directors, even though less thancawgn, or
(ii) if there are no such directors, or if suchreditors so direct, by independent legal counsel written
opinion that the Indemnitee has not met the relestamdards for indemnification set forth in Paggur 2.

The right to indemnification or advances as prodidey this Indemnity shall be enforceable by
Indemnitee in any court of competent jurisdictionThe burden of proving that indemnification is not
appropriate shall be on the Company. Indemnitd&penses reasonably incurred in connection with
successfully establishing his or her right to indémoation, in whole or in part, in any such prodaegy shall
also be indemnified by the Company.

7. INDEMNIFICATION HEREUNDER NOT EXCLUSIVE; CONSTRUCTDN. The
indemnification provided by this Indemnity shalltnbe deemed exclusive of any other rights to which
Indemnitee may be entitled under the Delaware Géi@rporation Law, the amended and restated ioextif
of incorporation and/or bylaws of the Company, attyer indemnity, any vote of stockholders or disiasted
directors, or otherwise, either as to action indfficial capacity on, prior or after the date harer as to action
in any other capacity. The Company hereby agredsaaknowledges that it will: (i) continue to hontg
indemnification obligations to Indemnitee set forthits amended and restated certificate of incapon
and/or bylaws with respect to any existing or fatlawsuit against the Company and any other acparsuant
to which Indemnitee would be entitled to indemrafion; and (ii) not amend or repeal such indemation
obligation in the amended and restated certifigaftencorporation or bylaws in any manner that would
adversely affect Indemnitee’s rights under thiseimdity.

8. PARTIAL INDEMNIFICATION. In the event that Indemnitee is entitled undsr grovision of
this Indemnity to indemnification by the Companyr f@ portion but less than the entire amount of any
Expenses, judgments, fines, penalties and/or araquaitl or payable in settlement, the Company Shiyi
indemnify Indemnitee in accordance with the apjliegorovisions of this Indemnity for such portiohsnch
Expenses, judgments, fines, penalties and/or araquaid in settlement.

9. SUBROGATION In the event that the Company provides any indiocation or makes any
payment to Indemnitee in respect of any matteregpect of which indemnification or the advancenant
expenses is provided for herein, the Company sleailubrogated to the extent of such indemnificadioather
payment to all of the related rights of recoveryrafemnitee against other persons or entitieserimdtee shall
execute all papers reasonably required and shadvdoything that may be reasonably necessary resetich
rights and enable the Company effectively to braugt to enforce such rights (with all of Indemnigee
reasonable costs and expenses, including attorriegs’ and disbursements, to be reimbursed by dheat
option of Indemnitee, advanced by the Company).

10. NO DUPLICATION OF PAYMENTS The Company shall not be obligated under this
Indemnity to provide any indemnification or makeygmayment to which Indemnitee is otherwise entitled




hereunder to the extent, but only to the exterdaf guch indemnification or payment hereunder wdagd
duplicative of any amount actually received by Imigee pursuant to any insurance policy, the Detawa
General Corporation Law, the amended and restagetificate of incorporation and/or the bylaws okth
Company or otherwise. With respect to the Compmitylemnity obligations concerning Other Entitigs
Company shall have no obligation hereunder untd anless Indemnitee has first requested all availab
insurance coverage benefiting such Other Entitres indemnity available from such Other Entities audh
insurance coverage and indemnity has been exhaosté@s been denied. To the extent such insurance
coverage is contested by provider(s), the Comphall either advance Indemnitee’s reasonable andssacy
attorney’s fees in connection with the claim, ormteurse Indemnitee for such fees upon receipt of an
accounting, at the Company’s discretion; PROVIDHEBAT if the insurance provider contests or denieshsu
coverage, CSLC shall advance Indemnitee’s Expeasestovided in Paragraph 5, for all fees incubrgdhim

in connection with pursuing recovery from the irswe provider.

11. SAVINGS CLAUSE If any provision of this Indemnity or the apg@lion of any provision
hereof to any circumstance is held illegal, invardotherwise unenforceable, the remainder of litnemnity
and the application of such provision to any ottiezumstance shall not be affected, and the prowiso held
to be illegal, invalid or otherwise unenforceablels be reformed to the extent (but only to theeegt
necessary to make it legal, valid and enforceable.

12. NOTICE. Indemnitee shall give to the Company notice ritimg as soon as practicable of any
claim made against him or her for which indemniima will or could be sought under this Indemnity,
provided, however, that any failure to give suclhicgeoto the Company will relieve the Company frots i
obligations hereunder only if, and to the exteat,tsuch failure results in the forfeiture of saosial rights and
defenses. Notice to the Company shall be diretretthe Company (to the attention of the Chief Exeeu
Officer, with a copy to the General Counsel) atptscipal executive office or such other addresstre
Company shall designate in writing to Indemnitédotice shall be deemed received when hand delivered
dispatched by electronic facsimile transmissionti{weceipt thereof orally confirmed), or three (alendar
days after having been mailed by United Statesstexgd or certified mail, return receipt requestamktage
prepaid, or one business day after having beenfesenext-day delivery by a nationally recognizedgmight
courier. In addition, Indemnitee shall give then@pany such information and cooperation as it magaoaably
require and shall be within Indemnitee’s power.e @ompany shall give prompt notice to Indemnitearof
potential claims against Indemnitee of which thenpany becomes aware.

13. APPLICABLE LAW. This Indemnity shall be governed by and constrimeaccordance with
the laws of the State of Delaware, without giviffiget to the principles of conflicts of law thereof

14. SUCCESSORS This Indemnity shall be binding upon the Compamd its successors,
including without limitation any person acquiringetttly or indirectly all or substantially all ohé business or
assets of the Company whether by purchase, mecgesolidation, reorganization or otherwise (andhsuc
successor will thereafter be deemed the “Compaor/’plirposes of this Indemnity), but will not othéses be
assignable, transferable or delegable by the Compdrhe Company shall require any successor (whethe
direct or indirect, by purchase, merger, consalatreorganization or otherwise) to all or substdly all of
the business or assets of the Company, to assuthagaee in writing to perform this Indemnity, exgslky for
the benefit of Indemnitee, in the same manner anthé same extent the Company would be required to
perform if no such succession had taken place.




IN WITNESS WHEREOF, the undersigned have signed #greement as of the date first written
above.

CAPITAL SENIOR LIVING CORPORATION

/s/ David R. Brickman
Vice President and Secretary

/s/ James A. Stroud
JAMESA. STROUD
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Living

Corporation

For Immediate Release Contact: Ralph A. Beattie
972/770-5600

CAPITAL SENIOR LIVING CORPORATION
PROVIDES UPDATE ON DEVELOPMENT ACTIVITIES

James A. Stroud to Retire As Executive Officer;
Will Remain Non-Executive Chairman

DALLAS - (BUSINESS WIRE) December 16, 2008 — Capital Senior Living
Corporation (NYSE:CSU), one of the country’s largest operators of senior living
communities, today announced that it plans to suspend further development activities
following the opening in the first half of 2009 of the two remaining communities under
development. The Company believes that it is prudent to discontinue further
development until general business conditions improve and will eliminate three
related positions.

James A. Stroud has announced his intention to retire from his daily officer role as
Chairman of the Company, effective December 31, 2008. Mr. Stroud is a founder of
Capital Senior Living and has served as an officer of the Company and its
predecessors since January 1986. Mr. Stroud’s leadership and commitment have
been instrumental to the Company’s success and he now desires for personal
reasons to retire from his officer position with the Company. He will continue serving
the Company as Chairman of the Board of Directors and maintain his Company office
and administrative assistant.

In 2007, the Company formed a series of three joint ventures with Prudential Real
Estate Investors (PREI®), acting on behalf of institutional investors in its Senior
Housing Partners 11l fund. Under the joint venture and related agreements, the
Company earns development and management fees and may receive incentive
distributions. Equity in each joint venture is funded 10 percent by the Company and
90 percent by PREI, with approximately 65 percent leverage provided by bank debt
which is non-recourse to the partners.

The first of these three communities, in Miami Township, Ohio, consists of 101
independent living units and 45 assisted living units and opened in August 2008.
Through the third quarter of 2008, the Company has earned $0.8 million of
development and pre-marketing fees from this joint venture, approximately equal to
the Company’s capital contribution. The fees which the Company earns from the
joint venture are funded from the project financing.
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The second and third communities under development are in Richmond Heights and
Levis Commons, near Toledo, Ohio. Both communities are expected to open in the
first half of 2009.

The Richmond Heights community will consist of 97 independent living units and 45

assisted living units. The Company has made $0.8 million of capital contributions to
the joint venture and has earned approximately $1.0 million of development and pre-
marketing fees.

The community in Levis Commons will consist of 101 independent living units and 45
assisted living units. During the first nine months of 2008, the Company has earned
approximately $1.1 million of development and pre-marketing fees, while contributing
approximately $0.8 million of capital to the joint venture.

Despite the anticipated success of these three joint ventures and their significant
profitability to the Company, it is now considered prudent to forgo additional
development opportunities until economic conditions improve. Consequently, the
Company is taking steps to reduce overhead in conjunction with the revised plans.
The Company has employed a development team of four, headed by a vice president
who reported directly to James A. Stroud, Chairman of the Company. The vice
president will be retained to oversee the completion of the two remaining
developments, along with managing conversions to higher levels of care at
communities where this opportunity exists. He is also closely involved in the
Company’s capital expenditure program. The other three positions in the
development area are being eliminated.

“I believe the Company’s decision to suspend further development activities and
related overhead reductions are prudent and | could not justify continuing the costs of
my executive role,” said Mr. Stroud. “I look forward to serving the Company as
Chairman of the Board of Directors and to represent the Company at trade
association meetings and functions.”

Mr. Stroud’s retirement and the elimination of the three development positions are
expected to reduce corporate overhead by approximately $0.9 million per year,
excluding savings on potential pursuit costs which developers incur in search of
attractive investments. The Company intends to book a charge in the fourth quarter
of 2008 to reflect separation costs related to the organizational changes.

While the Company is excluding development from its 2009 Business Plan, it
continues to focus on occupancy increases, improvement in rental rates, expense
management and growth in net operating income per unit; increasing levels of care
through conversions; and other opportunities to enhance shareholder value. The
Company is profitable, produces positive cash flow and believes it has one of the
strongest balance sheets in the industry, with only one small mortgage loan maturing
before 2015.
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The Company'’s debt consists of 25 non-recourse mortgages on its 25 wholly-owned
communities, all at fixed interest rates averaging 6.1 percent. The only current
maturity is a mortgage on a community in the Midwest which is planned for sale. If a
sale cannot be completed before this $4.5 million mortgage matures in September
2009, the loan will be refinanced, bridged or potentially paid off from available cash.

“It has been an honor to work with Jim Stroud for my past 12 years and | am
delighted that he will continue to serve the Company as Chairman of the Board,”
stated Lawrence A. Cohen, Chief Executive Officer. “Jim has been a pioneer for the
senior living industry and his commitment to quality care for seniors at affordable
rates has positioned the Company well to succeed in both prosperous and
challenging economic times. We look forward to continuing to work with Jim, our
board and our outstanding team to provide quality housing and services to our senior
residents and build shareholder value.”

ABOUT THE COMPANY

Capital Senior Living Corporation is one of the nation’s largest operators of
residential communities for senior adults. The Company’s operating philosophy
emphasizes a continuum of care, which integrates independent living, assisted living
and home care services, to provide residents the opportunity to age in place.

The Company currently operates 64 senior living communities in 23 states with
an aggregate capacity of approximately 9,500 residents, including 38 senior
living communities which the Company owns or in which the Company has an
ownership interest, 25 leased communities and 1 community it manages for a
third party. In the communities operated by the Company, 69 percent of residents
live independently, 24 percent of residents require assistance with activities of
daily living and 7 percent of residents live in continuing care retirement
communities.

The forward-looking statements in this release are subject to certain risks and
uncertainties that could cause results to differ materially, including, but not without
limitation to, the Company’s ability to find suitable acquisition properties at favorable
terms, financing, licensing, business conditions, risks of downturns in economic
conditions generally, satisfaction of closing conditions such as those pertaining to
licensure, availability of insurance at commercially reasonable rates, and changes in
accounting principles and interpretations among others, and other risks and factors
identified from time to time in our reports filed with the Securities and Exchange
Commission.

Contact Ralph A. Beattie, Chief Financial Officer, at 972-770-5600 for more
information.



