Table of Contents

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the fiscal year ended December 31, 2010

or

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

Commission file number 1-15319

SENIOR HOUSING PROPERTIES TRUST
(Exact Name of Registrant as Specified in its Glrart

Maryland 04-344527¢
(State of Organizatior (IRS Employer Identification No

Two Newton Place, 255 Washington Street, Suite 3l

Newton, Massachusetts 02458-1634
(Address of Principal Executive Office (Zip Code)

Registrant's Telephone Number, Including Area Gaitié 796-8350

Securities registered pursuant to Section 12(b) diie Act:

Title Of Each Class Name Of Each Exchange On Which Registere
Common Shares of Beneficial Intel New York Stock Exchang

Securities registered pursuant to SectRg) of the ActNone
Indicate by check mark if the registramaiwell-known seasoned issuer, as defined in Reof the Securities Act. Yelsl No O

Indicate by check mark if the registramnot required to file reports pursuant to SectiBror Section 15(d) of the Act. Yed No
(x

Indicate by check mark whether the regigt(1) has filed all reports required to be filgdSection 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wegjuired to file such reports), and
(2) has been subject to such filing requirementshHe past 90 days. Y& No O

Indicate by check mark whether the registhas submitted electronically and posted oodtporate Web site, if any, every Interactive
Data File required to be submitted and posted puntsio Rule 405 of Regulation S-T (8 232.405 of ttapter) during the preceding
12 months (or for such shorter period that thestegit was required to submit and post such filés}. No O

Indicate by check mark if disclosure ofimiguent filers pursuant to Item 405 of RegulatiK (§ 229.405) is not contained herein, and
will not be contained, to the best of registrakiiewledge, in definitive proxy or information statents incorporated by reference in Part |
this Form 1+K or any amendment to this Form-K. [



Indicate by check mark whether the registis a large accelerated filer, an accelerated & non-accelerated filer, or a smaller

reporting company. See the definitions of "largecderated filer", "accelerated filer" and "smalleporting company" in Rule 12b-2 of the
Exchange Act. (Check One):

Large accelerated filei! Accelerated filerOd Non-accelerated fileid Smaller reporting companizl
(Do not check if a
smaller reporting compan’

Indicate by check mark whether the registis a shell company (as defined in Rule 12b-thefAct). YesO No

The aggregate market value of the vothmyas of the registrant held by non-affiliates %2 billion based on the $20.11 closing price
per common share on the New York Stock Exchang#uore 30, 2010. For purposes of this calculatioraggregate of 376,730 common
shares held directly or by affiliates of the trest@nd officers of the registrant have been indudéhe number of shares held by affiliates.

Number of the registrant's common shawmtstanding as of February 24, 2011: 141,854,657.
DOCUMENTS INCORPORATED BY REFERENCE

Certain information required in Items 1Q, 12, 13 and 14 of Part Ill of this Annual RepmmtForm 10K is incorporated by reference
our to be filed definitive Proxy Statement for #henual Meeting of Shareholders scheduled to be beliflay 16, 2011, or our definitive
Proxy Statement.




Table of Contents

Iltem 1.

Iltem 1A.
Item 1B.

Item 2.
Iltem 3.
Iltem 4.

Item 5.

Iltem 6.
Iltem 7.

Iltem 7A.

Item 8.
Item 9.

Iltem 9A.
Iltem 9B.

Item 10.
Iltem 11.
Iltem 12.

Iltem 13.
Item 14.

Item 15.

SENIOR HOUSING PROPERTIES TRUST
2010 FORM 10-K ANNUAL REPORT

Table of Contents

Part |

Business

Risk Factort

Unresolved Staff Commen
Properties

Legal Proceeding
[Removed and Reservet

Part Il

Market for Registrant's Common Shares, RelatedkBtider Matters and Issuer
Purchases of Equity Securiti

Selected Financial Da

Management's Discussion and Analysis of Financtaddtion and Results
of Operation:

Quantitative and Qualitative Disclosures About MarRisk

Financial Statements and Supplementary |

Changes in and Disagreements With Accountants @odwing and
Financial Disclosur:

Controls and Procedur

Other Informatior

Part Il

Directors, Executive Officers and Corporate Goveo

Executive Compensatic

Security Ownership of Certain Beneficial Owners dahagement and Related
Stockholder Matter

Certain Relationships and Related Transactionsarattor Independenc

Principal Accountant Fees and Servi

Part IV
Exhibits and Financial Statement Schedi

Signatures

* Incorporated by reference to our definitive Proxgt&ment

Page

39
52
52
53
53

54
54

56
75
78

78
78
78

79*
79*

79*

80*
80*

80




Table of Contents

In this Annual Report on Form 10-K, the terms tB@thpany", "we", "us" and "our" include Senior HoawgsProperties Trust and its
consolidated subsidiaries, unless the context atdgotherwise.

WARNING CONCERNING FORWARD LOOKING STATEMENTS

THIS ANNUAL REPORT ON FORM 10-K CONTAINS STEMENTS WHICH CONSTITUTE FORWARD LOOKING
STATEMENTS WITHIN THE MEANING OF THE PRIVATE SECURIES LITIGATION REFORM ACT OF 1995 AND OTHER
FEDERAL SECURITIES LAWS. WHENEVER WE USE WORDS SU@&S$ "BELIEVE", "EXPECT", "ANTICIPATE", "INTEND",
"PLAN", "ESTIMATE", OR SIMILAR EXPRESSIONS, WE ARMAKING FORWARD LOOKING STATEMENTS. THESE FORWARD
LOOKING STATEMENTS AND THEIR IMPLICATIONS ARE BASEDJPON OUR PRESENT INTENT, BELIEFS OR
EXPECTATIONS, BUT FORWARD LOOKING STATEMENTS AND THIR IMPLICATIONS ARE NOT GUARANTEED TO OCCUR
AND MAY NOT OCCUR. FORWARD LOOKING STATEMENTS IN TFs REPORT RELATE TO VARIOUS ASPECTS OF OUR
BUSINESS, INCLUDING:

. OUR ABILITY TO PURCHASE OR SELL PROPERTIES,
. OUR ABILITY TO RAISE DEBT OR EQUITY CAPITAL,

. OUR ABILITY TO PAY INTEREST AND DEBT PRINCIPAL ANDMAKE DISTRIBUTIONS, AND PAY THE AMOUNT
OF ANY SUCH DISTRIBUTIONS,

. OUR ABILITY TO RETAIN OUR EXISTING TENANTS AND MAINTAIN CURRENT RENTAL RATES,
. OUR POLICIES AND PLANS REGARDING INVESTMENTS AND RIANCINGS,

. THE FUTURE AVAILABILITY OF BORROWINGS UNDER, AND OWR ABILITY TO RENEW OR REFINANCE, OUR
REVOLVING CREDIT FACILITY,

. OUR TAX STATUS AS A REAL ESTATE INVESTMENT TRUST, BREIT,
. OUR RESPONSIBILITIES UNDER THE FEDERAL NATIONAL MORGAGE ASSOCIATION, OR FNMA, LOAN,

. OUR BELIEF THAT FIVE STAR QUALITY CARE, INC., OR ME STAR, OUR FORMER SUBSIDIARY, WHICH, AS
OF DECEMBER 31, 2010, IS RESPONSIBLE FOR 49% OF GUIRRENT ANNUALIZED RENTS, HAS ADEQUATE
FINANCIAL RESOURCES AND LIQUIDITY TO MEET ITS OBLIGATIONS TO US,

. OUR EXPECTATION THAT WE WILL BENEFIT FINANCIALLY BY PARTICIPATING IN AFFILIATES INSURANCE
COMPANY, OR AIC, WITH REIT MANAGEMENT & RESEARCH LIC, OR RMR, AND COMPANIES TO WHICH RMR
PROVIDES MANAGEMENT SERVICES, AND

. OTHER MATTERS.

OUR ACTUAL RESULTS MAY DIFFER MATERIALLY FROM THOSECONTAINED IN OR IMPLIED BY OUR FORWARD
LOOKING STATEMENTS AS A RESULT OF VARIOUS FACTOREACTORS THAT COULD HAVE A MATERIAL ADVERSE
EFFECT ON OUR FORWARD LOOKING STATEMENTS AND UPONUR BUSINESS, RESULTS OF OPERATIONS, FINANCIAL
CONDITION, FUNDS FROM OPERATIONS, CASH AVAILABLE
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FOR DISTRIBUTION, CASH FLOWS, LIQUIDITY AND PROSPEKS INCLUDE, BUT ARE NOT LIMITED TO:

. THE IMPACT OF CHANGES IN THE ECONOMY AND THE CAPITAMARKETS ON US AND OUR TENANTS,

. THE IMPACT OF THE PATIENT PROTECTION AND AFFORDABLEARE ACT, OR PPACA, PROVISIONS ON OUR
TENANTS AND THEIR ABILITY TO PAY RENT,

. ACTUAL AND POTENTIAL CONFLICTS OF INTEREST WITH OURMANAGING TRUSTEES, FIVE STAR,
COMMONWEALTH REIT AND RMR AND ITS RELATED ENTITIESAND CLIENTS,

. COMPLIANCE WITH, AND CHANGES TO, FEDERAL, STATE ANDOCAL LAWS AND REGULATIONS,
ACCOUNTING RULES, TAX RATES AND SIMILAR MATTERS,

. LIMITATIONS IMPOSED ON OUR BUSINESS AND OUR ABILITYTO SATISFY COMPLEX RULES IN ORDER FOR
US TO QUALIFY AS A REIT FOR U.S. FEDERAL INCOME TARURPOSES, AND

. COMPETITION WITHIN THE HEALTHCARE AND REAL ESTATE NDUSTRIES.
FOR EXAMPLE:

. FIVE STAR MAY EXPERIENCE FINANCIAL DIFFICULTIES ASA RESULT OF A NUMBER OF FACTORS,
INCLUDING, BUT NOT LIMITED TO:

. CHANGES IN MEDICARE AND MEDICAID PAYMENTS, INCLUDING THOSE RESULTING FROM PPACA,
WHICH COULD RESULT IN REDUCED RATES OR A FAILURE OFHESE RATES TO MATCH FIVE STAR'S
COST INCREASES,

. CHANGES IN REGULATIONS AFFECTING ITS OPERATIONS,

. CHANGES IN THE ECONOMY GENERALLY OR GOVERNMENTAL POCIES WHICH REDUCE THE
DEMAND FOR THE SERVICES FIVE STAR OFFERS,

. INCREASES IN INSURANCE AND TORT LIABILITY COSTS, AR
. INEFFECTIVE INTEGRATION OF NEW ACQUISITIONS,

. IF FIVE STAR'S OPERATIONS BECOME UNPROFITABLE, FIVETAR MAY BECOME UNABLE TO PAY OUR
RENTS,

. FIVE STAR HAS AGREED TO UNDERTAKE CERTAIN REPORTINGND OTHER REQUIREMENTS UNDER THE
FNMA MORTGAGE LOAN TO US. AN IMPLICATION OF THIS SATEMENT MAY BE THAT WE HAVE BEEN
RELEASED OF THESE OBLIGATIONS TO FNMA. IN FACT, WEEMAIN RESPONSIBLE TO FNMA FOR ALL
REQUIREMENTS ARISING UNDER THE MORTGAGE AND LOAN DOUMENTS AND WE WILL BE RESPONSIBLE
TO PERFORM THE OBLIGATIONS WHICH FIVE STAR HAS ASSMED IN THE EVENT FIVE STAR FAILS TO
SATISFY THESE OBLIGATIONS. ALSO, CERTAIN OF THE OBGATIONS ARISING UNDER THE MORTGAGE
DOCUMENTS RELATE TO FIVE STAR'S OPERATIONS OF THEQRTGAGED PROPERTIES WHICH MAY BE
BEYOND OUR CAPACITY TO PERFORM,

. OUR OTHER TENANTS MAY EXPERIENCE LOSSES AND BECOMENABLE TO PAY OUR RENTS,

. OUR INVESTMENT IN AIC INVOLVES POTENTIAL FINANCIAL RISKS AND REWARDS TYPICAL OF THE
FINANCIAL RISKS AND REWARDS ASSOCIATED WITH
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INSURANCE COMPANIES. WHILE WE CURRENTLY EXPECT TOMPROVE OUR FINANCIAL RESULTS BY
OBTAINING IMPROVED INSURANCE COVERAGES AT LOWER COS THAN MAY BE OTHERWISE AVAILABLE
TO US AND/OR BY PARTICIPATING IN THE PROFITS WHICMVE MAY REALIZE AS AN OWNER OF AIC, OUR
EXPECTED FINANCIAL BENEFITS FROM OUR INVESTMENT INAND PURCHASING INSURANCE FROM, AIC
MAY NOT OCCUR,

. IF THE AVAILABILITY OF DEBT CAPITAL BECOMES RESTRIOED, WE MAY BE UNABLE TO REFINANCE OR
REPAY OUR REVOLVING CREDIT FACILITY OR OUR OTHER DET OBLIGATIONS WHEN THEY BECOME DUE
OR ON TERMS WHICH ARE AS FAVORABLE AS WE NOW HAVE,

. OUR ABILITY TO MAKE FUTURE DISTRIBUTIONS DEPENDS UBN A NUMBER OF FACTORS, INCLUDING OUR
FUTURE EARNINGS. WE MAY BE UNABLE TO MAINTAIN OUR @WRRENT RATE OF DISTRIBUTIONS AND
FUTURE DISTRIBUTIONS MAY BE SUSPENDED OR PAID AT RESSER RATE THAN THE DISTRIBUTIONS WE
NOW PAY,

. OUR ABILITY TO GROW OUR BUSINESS AND INCREASE OURIBTRIBUTIONS DEPENDS IN LARGE PART
UPON OUR ABILITY TO BUY PROPERTIES AND ARRANGE FORHEIR PROFITABLE OPERATION OR LEASE
THEM FOR RENTS WHICH EXCEED OUR CAPITAL COSTS. WEAY BE UNABLE TO IDENTIFY PROPERTIES
THAT WE WANT TO ACQUIRE OR TO NEGOTIATE ACCEPTABLIPURCHASE PRICES, ACQUISITION
FINANCING, MANAGEMENT CONTRACTS OR LEASE TERMS FOREW PROPERTIES,

. THIS ANNUAL REPORT ON FORM 10-K STATES THAT WE HAVENTERED INTO AGREEMENTS TO SELL FOUR
PROPERTIES AND THAT THE SALES ARE EXPECTED TO OCCURJIRING THE FIRST AND SECOND QUARTERS
OF 2011. THE CLOSINGS OF THESE SALES ARE SUBJECTVARIOUS CONDITIONS TYPICAL OF
COMMERCIAL REAL ESTATE TRANSACTIONS. AS A RESULT,GME OR ALL OF THESE SALES MAY BE
DELAYED OR MAY NOT OCCUR,

. SOME OF OUR TENANTS MAY NOT RENEW EXPIRING LEASESND WE MAY BE UNABLE TO LOCATE NEW
TENANTS TO MAINTAIN THE HISTORICAL OCCUPANCY RATESF, OR RENTS FROM, OUR PROPERTIES, AND

. REVENUES AND RENTS THAT WE CAN CHARGE AT OUR PROPERES MAY DECLINE.

THESE RESULTS COULD OCCUR DUE TO MANY DIFRENT CIRCUMSTANCES, SOME OF WHICH ARE BEYOND OUR
CONTROL, SUCH AS THE APPLICATION AND INTERPRETATIORF NEW LEGISLATION AFFECTING OUR BUSINESS,
NATURAL DISASTERS OR CHANGES IN OUR PROPERTIES' OENANTS' REVENUES OR COSTS, OR CHANGES IN CAPIT;
MARKETS OR THE ECONOMY GENERALLY.

THE INFORMATION CONTAINED ELSEWHERE IN THIBNNUAL REPORT ON FORM 10-K, INCLUDING UNDER THE
CAPTION "RISK FACTORS", OR INCORPORATED HEREIN IDENFIES OTHER IMPORTANT FACTORS THAT COULD CAUSE
DIFFERENCES FROM OUR FORWARD LOOKING STATEMENTS.

YOU SHOULD NOT PLACE UNDUE RELIANCE UPON QRIFORWARD LOOKING STATEMENTS.

iv
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EXCEPT AS REQUIRED BY LAW, WE DO NOT INTENDO UPDATE OR CHANGE ANY FORWARD LOOKING
STATEMENTS AS A RESULT OF NEW INFORMATION, FUTUREMENTS OR OTHERWISE.

STATEMENT CONCERNING LIMITED LIABILITY

THE AMENDED AND RESTATED DECLARATION OF TRUST ESTABSHING SENIOR HOUSING PROPERTIES TRUST, DATED
SEPTEMBER 20, 1999, AS AMENDED AND SUPPLEMENTED, A8.ED WITH THE STATE DEPARTMENT OF ASSESSMENTS
AND TAXATION OF MARYLAND, PROVIDES THAT NO TRUSTEEOFFICER, SHAREHOLDER, EMPLOYEE OR AGENT OF
SENIOR HOUSING PROPERTIES TRUST SHALL BE HELD TO XNPERSONAL LIABILITY, JOINTLY OR SEVERALLY, FOR

ANY OBLIGATION OF, OR CLAIM AGAINST, SENIOR HOUSINGPROPERTIES TRUST. ALL PERSONS DEALING WITH SENIOR
HOUSING PROPERTIES TRUST IN ANY WAY SHALL LOOK ONLYO THE ASSETS OF SENIOR HOUSING PROPERTIES TRUST
FOR THE PAYMENT OF ANY SUM OR THE PERFORMANCE OF ANOBLIGATION.
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PART |

Item 1. Business.

The Company.

We are a real estate investment trust,EiTRthat was organized under the laws of the sithdaryland in 1998. As of December 31,
2010, we owned 320 properties located in 36 sttdsWashington, D.C. On that date, the undepretzderying value of our properties, net
of impairment losses, was $3.8 billion. Our poitiohcludes: 226 senior living properties with 2803iving units / beds and two
rehabilitation hospitals with 364 licensed bedshvein undepreciated carrying value of $2.5 billid®;medical office, clinic and biotech
laboratory buildings, or MOBs, with 5.2 million sape feet of space and an undepreciated carrying\al$1.1 billion; and, 10 wellness
centers with approximately 812,000 square feentafrior space plus outdoor developed facilitiehwaih undepreciated carrying value of
$0.2 billion.

Our principal executive offices are locatédwo Newton Place, 255 Washington Street, 30t Newton, Massachusetts 02458-1634,
and our telephone number is (617) 796-8350.

We believe that the aging of the U.S. papah will increase demand for existing independimmig properties, assisted living propert
nursing homes, MOBSs, wellness centers and othercaleathd healthcare related properties. We plarafit from this demand by purchasing
additional properties and leasing them at rentsategreater than our costs of capital and othereoship costs and by structuring leases that
provide or permit for periodic rental increases.

Our business plan contemplates investmentslependent living properties, assisted livimggerties, nursing homes, rehabilitation
hospitals, MOBs and wellness centers. Some pr@sectmbine more than one type of service in aasibgllding or campus. Our Board of
Trustees establishes our investment, financingdisybsition policies and may change them at ang tiwithout shareholder approval.

Senior Living Properties.

Independent Living Properties.Independent living properties, or congregate cammunities, also provide high levels of privéay
residents and require residents to be capabldaifugly high degrees of independence. Unlike aseapartment property, an independent
living property usually bundles several servicepas of a regular monthly charge. For examplendependent living property may include
one or two meals per day in a central dining rodaily or weekly maid service or a social directothe base charge. Additional services are
generally available from staff employees on a taesérvice basis. In some independent living pridggrseparate parts of the property are
dedicated to assisted living or nursing services.

Assisted Living Properties. Assisted living properties typically have orezllbom units which include private bathrooms affidieficy
kitchens. Services bundled within one charge uguatlude three meals per day in a central dinogm, daily housekeeping, laundry,
medical reminders and 24 hour availability of assise with the activities of daily living, such@ssing and bathing. Professional nursing
and healthcare services are usually availablesgpithperty on call or at regularly scheduled times.

Nursing Homes. Nursing homes generally provide extensive mgrsind healthcare services similar to those availathospitals,
without the high costs associated with operatimgtérs, emergency rooms or intensive care unitgpi&al purpose built nursing home
includes mostly rooms with one or two beds, a sapdrathroom and shared dining facilities. Licensasing professionals staff nursing
homes 24 hours per day.
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Rehabilitation Hospitals. Rehabilitation hospitals, also known as inp#tiehabilitation facilities, or IRFs, provide im&ve physical
therapy, occupational therapy and speech languaitelpgy services beyond the capabilities custdgnaviailable in nursing homes. Patients
in IRFs generally receive a minimum of three hafreehabilitation services daily. IRFs often alsoyide outpatient services to patients who
do not remain overnight. Our two rehabilitation pitals have beds available for inpatient services @rovide extensive outpatient services
from the hospitals' premises, such as rehabilitegirvices for amputees, brain injury, cardio-puilary conditions, orthopedic conditions,
spinal cord injury, stroke and neurorehabilitation.

The following chart presents a summarywfsenior living property leases as of Decembe2810 (dollars in thousands). This
summary should be read in conjunction with the nu@tiled description of our leases set forth below

Undepreciated

Number of Carrying Value  Net Book Annualized
Rental
Value of 1 Lease
Tenant Properties  Units / Beds  of Properties Properties Income () Expiration ~ Renewal Options
Five Star Quality 88 6,421 $ 632,13t $ 561,54t $ 54,271 12/31/2¢
Care, Inc. (Lease
2 for 15 years
No. 1)(2) each.
Five Star Quality 46 5,88t 512,51¢ 403,27! 50,46¢ 6/30/2¢
Care, Inc. (Lease 2 for 10 years
No. 2) each.
Five Star Quality 28 5,61¢ 632,67¢ 506,80! 63,16( 12/31/2¢
Care, Inc. (Lease 2 1153 YERTS
No. 3)® each.
Five Star Quality 26 2,72( 254,82: 216,67( 23,341 4/30/17
Care, Inc. (Lease 2 for 15 years
No. 4) each.
Sunrise Senior 14 4,091 325,16! 204,29¢ 32,49: 12/31/1:
Living, Inc./Marrii
International, Inc
@ 4 for 5 years eacl
Brookdale Senior 18 894 61,122 48,72 8,44: 12/31/17 2 for 15 years
Living, Inc each.
Genesis HealthCar 1 15€ 13,007 8,54 1,59¢ 12/31/1¢ 1 for 10 years.
Corporation 1 for 5 years
ABE Briarwood 1 14C 15,59¢ 5,36¢ 937 12/31/1¢
Corp None.
HealthQuest, Ini 3 361 7,58¢ 4,081 1,314 6/30/1€ 1 for 10 years
Covenant 1 18C 3,50 2,01¢ 1,14¢€ 9/30/1¢
Care, LLC 1 for 15 years
Evergreen 1 103 5,19t 2,78 93C 12/31/1*
Washington
Healthcare, LLC 1 for 10 years
The Maclintosh 1 175 4,20¢ 2,72 59¢ 6/30/1¢
Company 1 for 10 years
Totals 22¢ 26,74¢ $ 2,467,531 $1,966,83 $ 238,69t
1) Annualized rental income is rents pursuant to sigeases as of 12/31/2010. Includes percentageataling $10.3 million based on increases in gresgnues at certain
properties.
2) Lease No. 1 is comprised of four separate leadegeTof these four leases exist to accommodatenouigage obligations in effect at the time we aceplithe properties; we have
agreed with the tenants to combine all four of ¢hlesises into one lease when these mortgage firgmatre paid.
3) Lease No. 3 exists to accommodate certain mortfiagecing by us.
(4) These properties are leased to Sunrise Seniord,ire.; this lease is guaranteed by Marriott Inéional, Inc.

Five Star Quality Care, Inc. We lease 186 senior living communities and talmabilitation hospitals to Five Star Quality Cdres., or
Five Star, for annual rent of $191.2 million, inding percentage rent based on increases in gressues at certain properties ($4.4 milliol
2010). Substantially all of the revenues at moshe§e senior living communities are paid to Fiter 8y residents from their private
resources. Five Star pays percentage rent eqdébtof the increase in gross revenues at 179 af86esenior living communities over base
year gross revenues as specified in the lease tarchpays no percentage rent at the two rehahlitdiospitals




Lease No. 1 (which is comprised of fourasefe leases) expires in 2024 and includes 88 piepeincluding independent living
communities, assisted living communities and siilersing




Table of Contents

facilities, of which 28 secure mortgage debt pagdblthird parties. At December 31, 2010, the ahrard for Lease No. 1 was $54.3 million,
including percentage rent of $1.2 million.

Lease No. 2 expires in 2026 and includepré@erties including independent living commursitiassisted living communities, skilled
nursing facilities and two rehabilitation hospitadd December 31, 2010, the annual rent for LeageZNvas $50.5 million, including
percentage rent of $1.3 million.

Lease No. 3 expires in 2028 and includeprd®erties, including independent living and assidiving communities, all of which secure
mortgage debt payable to the Federal National MggAssociation, or FNMA. At December 31, 2010,ahaual rent for Lease No. 3 was
$63.1 million, including percentage rent of $1.6liwn.

Lease No. 4 expires in 2017 and includepr@ferties, including independent living commuastiassisted living communities and
skilled nursing facilities. At December 31, 2010e annual rent for Lease No. 4 was $23.3 millianluding percentage rent of $267,000.

For more information about our dealings eeldtionships with Five Star, and about the riskéch may arise as a result of these related
person transactions, please see "Risk Factors—Risleged to Our Relationships with RMR and Five'Saad "Management's Discussion
and Analysis of Financial Condition and Result©gpkrations—Related Person Transactions" of thisuAhReport on Form 10-K.

Sunrise Senior Living, Inc. Until 2003, Marriott Senior Living Servicescdnor MSLS, was our tenant for these 14 properties
March 2003, Marriott International, Inc., or Maitticsold MSLS to Sunrise Senior Living, Inc., om@ise, and MSLS changed its name to
Sunrise Senior Living Services, Inc., or SLS. S8 iL00% owned subsidiary of Sunrise. These piiepate leased to 2013. At
December 31, 2010, the annual rent for this leae$82.5 million, including percentage rent of $#iion based on increases in gross
revenues at these properties. Marriott continuggitmantee the rent due to us for these 14 pregddased to Sunrise.

Brookdale Senior Living, Inc. We lease 18 assisted living properties to aislidry of Brookdale Senior Living, Inc., or Brocakd,
until 2017. At December 31, 2010, the annual rentliis lease was $8.4 million per year, includim@gcentage rent of $1.4 million based on
increases in gross revenues at these propertisgldRés pay a large majority of the revenues aelpeoperties from their private resources.
Brookdale guarantees this rent to us.

Genesis HealthCare Corporation.We lease one nursing home to a subsidiary of&ie HealthCare Corporation, or Genesis, a
privately owned company, for $1.6 million of annuaht until 2016. Genesis has guaranteed the egralpe to us under this lease and we
hold a security deposit of $235,000 to secure paymkthis rent.

ABE Briarwood Corp. We lease one skilled nursing facility in Cartmung, PA to a subsidiary of ABE Briarwood Corppravately
owned company, for $937,000 of annual rent untité&eber 31, 2015. Our property is sub-leased todfHlennsylvania at Greenery of
Canonsburg, LLC, a subsidiary of another privatagany, THI of Baltimore, Inc. Our lease is guaredtey ABE Briarwood Corp., IHS
Long Term Care, Inc. and THI of Baltimore, Inc.dda secured by a security deposit of $600,000.

HealthQuest, Inc. We lease two skilled nursing facilities and @m#ependent living community located in Huron &@idux Falls, SD
to HealthQuest, Inc., a privately owned companyil @016. The lease is guaranteed by the individihareholder of HealthQuest, Inc. The
rent payable to us is approximately $1.3 milliom pear and will increase at agreed times duringehse term.

Covenant Care, LLC. We lease one skilled nursing facility in Fres@a to a subsidiary of Covenant Care, LLC, a pelsaowned
company, for $1.1 million of annual rent until 20T%e rent is
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scheduled to increase at agreed times during #se leerm. Covenant Care, LLC guarantees the |easkas secured its obligation with a
security deposit of $900,000.

Evergreen Washington Healthcare, LLCWe lease one skilled nursing facility in SegtWA to a subsidiary of Evergreen Washington
Healthcare, LLC, a privately owned company, undil2. The rent payable to us averages $930,000gaerduring the lease term and will
increase at agreed times during the lease ternigieen Washington Healthcare, LLC guarantees #¢aisd and its lease obligations are
secured by a security deposit of $385,000.

The Macintosh Company.We lease one skilled nursing facility in Gravity, OH to The MacIntosh Company for $599,000 yesar
until 2019. A management company affiliate of tieisant and the former and current majority shadrslof the tenant guarantee this lease.

Medical Office, Clinic and Biotech Laboratory Buitdis (MOBS).

The MOBs are office or commercial buildirggsistructed for use or operated as medical offi@ee for physicians and other health
personnel, and other businesses in medical refigeld, including clinics and laboratory uses. Aéd@mber 31, 2010, we owned 82 multi-
tenanted MOBs located in 20 states and Washin@dD, These properties range in size from 1,700t 240 square feet and have a total of
5.2 million square feet. These leases have cuteems expiring between 2011 and 2034, plus renep@bns in some cases. The annual rent
payable to us by tenants of these 82 MOBs is $1/3ilibn per year, including some scheduled incesasnd reimbursements of certain
operating and tax expenses and excluding lease eahortization.
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The following chart presents a summarywfMOB properties by state as of December 31, Z8abars in thousands).

% of Total

Undepreciated Net Book An}ggﬁ{:led An}ggsgzled
Number of Carrying Value Value of

State Properties Sq. Ft. of Properties Properties Income 1) Income
Arizona 1 126,08: $ 10,531 $ 10,531 $ 1,36¢ 1.0%
California 6 529,01¢ 341,36¢ 337,07¢ 36,21¢ 26.7%
Colorada 1 14,69¢ 3,845 3,78( 692 0.5%
Connecticu 2 96,96: 9,44( 9,44( 1,24¢ 0.9%
Florida 3 46,32 12,14 11,65 1,11¢ 0.8%
Georgia 2 89,88¢ 16,28¢ 15,94¢ 2,14¢ 1.6%
lllinois 1 64,86( 15,25¢ 15,18¢ 1,93¢ 1.4%
Maryland 1 41,79¢ 7,03 6,771 758 0.6%
Massachusett 20 762,96 117,92: 113,24. 15,32 11.3%
Minnesota 1 141,06 15,40¢ 15,40¢ 1,72¢ 1.3%
New Mexico 6 615,58 42,54 42,54 8,81« 6.5%
New York 4 276,28: 67,63¢ 64,34¢ 8,82 6.5%
Ohio 1 124,71t 2,75% 2,75% 48¢€ 0.4%
Oklahoma 4 210,34t 28,33¢ 27,45« 2,81¢ 2.1%
Pennsylvani: 5 410,50¢ 41,23: 39,75: 6,327 4.7%
Rhode Islanc 1 62,00( 10,59¢ 9,95¢ 1,43 1.1%
South Carolin: 2 103,66! 9,40( 9,40( 1,39(C 1.0%
Texas 6 410,65 99,08¢ 95,05¢ 11,70% 8.6%
Virginia 3 181,28t 32,06( 30,80: 4,317 3.2%
Washington,

D.C. 2 210,42! 62,28 60,78« 9,84¢ 7.3%
Wisconsin 10 643,49¢ 169,00( 164,07 16,89¢ 12.5%
Totals 82 5162,63 $ 1,114,15 $ 1,085,97. $ 135,38 100.0%

(1) Annualized rental income is rents pursuant to sigeases as of 12/31/2010, including estimated resgpeeimbursements for certain
net and modified gross leases and excluding lealse amortization.
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The following chart presents a summarywftop ten MOB tenants as of December 31, 20104doin thousands).

Tenant

Aurora Healthcare In

The Scripps Research
Institute

Cedars Sinai Medical Cent

Fallon Community Health
Plan

Covidien PLC

Presbyterian Healthcare
Services

H.I.P Health Plan of New
York

Columbia/HCA/St. David's
Health

Oklahoma City Clinic

Hematology-Oncology
Assoc of NY

All other

Totals

1)

% of Total

MOB
Annualized Annualized
Sq. Ft. % of Total MOB Rental Rental Lease
Leased Sq. Ft. Leased Income () Income () Expiration
643,49¢ 12.8% $ 16,89¢ 12.5% 2024
164,09: 3.3% 9,96( 7.4% 2019
100,11° 2.0% 8,63¢ 6.4% 2011-2017
393,86: 7.9% 7,62t 5.6% 2019
315,20: 6.3% 5,622 4.2% 2017
316,87 6.3% 4,33( 3.2% 2014- 2015
121,50( 2.4% 4,07¢ 3.0% 2015- 2034
87,25¢ 1.7% 3,52:¢ 2.6% 2023
210,34¢ 4.2% 2,81« 2.1% 2016
65,85! 1.3% 2,207 1.6% 2019
2,589,84. 51.8% 69,68¢ 51.4% 2011- 2024
5,008,44. 100.0% $ 135,38: 100.0%

net and modified gross leases and excluding lealse amortization.

Wellness Centers.

Annualized rental income is rents pursuant to sigeases as of 12/31/2010, including estimatedresgpeeimbursements for certain

Wellness centers typically have gymnasiwstrength and cardiovascular equipment areas,semd racquet sports facilities, pools, spas
and children's centers. Professional sport trainimdjtherapist services are often available. Wefiroenters often market themselves as clubs
for which members may pay monthly fees plus add#tidees for specific services.

The following chart presents a summarywfwellness center leases as of December 31, 2iillars in thousands). This summary
should be read in conjunction with the more detldlescription of our leases set forth below.

Undepreciated Net Book Anggﬁ{l;led
Number of Carrying Value Value of Lease Renewal

Tenant Properties Sq. Ft. of Properties Properties Income (1) Expiration Options
Starmark

Holdings, LI 3 for

(Wellbrldge 10 year

@ 3 129,50 $ 32,43t $ 30,09¢ $ 3,01F  2/28/2: each.
Starmark

Holdings, LI 3 for

(Wellbrldge 10 year

@ 1 38,50( 11,20¢ 10,69: 83z  2/28/2: each.
Starmark

Holdings, LI 3 for

(Wellbrldge 10 year

@ 2 186,00 36,36+ 34,34; 2,94C  11/30/2¢ each.
Life Time 6 for

Fitness, Inc 5 years

@ 4 458,00 100,00¢ 94,88¢ 10,55(  8/31/2¢ each.
Totals 10 812,000 $ 180,01° $ 170,03: $ 17,337

(1)

Annualized rental income is rents pursuant to sigeases as of 12/31/2010, excluding lease valutaation.



(2) These properties are leased to subsidiaries ofasnduaranteed by, Starmark Holdings, LLC undexetiseparate least

(3) These properties are leased to a subsidiary ofaemduaranteed by, Life Time Fitness, Inc.
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Starmark Holdings, LLC (Wellbridge). We lease six wellness centers located in ftates under three separate leases to subsididries ¢
Starmark Holdings, LLC, or Starmark, a private camp Starmark is a subsidiary of Central Sportsld®, a publicly owned company
listed on the Tokyo Stock Exchange. These propedperate under the brand Wellbridge and the leaseguaranteed by Starmark. These
leases have a current term expiring in 2023 andire@ggregate annual rent of $6.8 million, plusstaner price index based increases.

Life Time Fitness, Inc. We lease four wellness centers located in $tates under one lease agreement to a subsidiafedfime
Fitness, Inc., or Life Time Fitness. This leasguaranteed by Life Time Fitness. The lease hasrarmterm expiring in 2028. The aggregate
annual rent payable to us is $10.5 million per yhaing the lease term.

Other Types of Real Estate.

In the past, we have considered investingal estate different from our existing propeytyes, including age restricted apartment
buildings and some properties located outside thiged States. We may explore such alternative invests in the future.

Lease Terms.

Our leases of senior living communities ardiness centers are so-called "triple net" leag@sh generally require the tenants to pay
rent, to pay all operating expenses of the progerto indemnify us from liability which may aribg reason of our ownership of the
properties, to maintain the leased propertieseait #xpense, to remove and dispose of hazardowssasudes in compliance with applicable |
and to maintain insurance for their own and oureffierin the event of partial damage, condemnatiotaking, these tenants are required to
rebuild with insurance or other proceeds, if amythie case of total destruction, condemnationlangg we receive all insurance or other
proceeds and these tenants are required to payaaitive difference in the amount of proceeds amdhistorical investments in the affected
properties; in the event of material destructiocamndemnation, some of these tenants have a dghirchase the affected property for
amounts at least equal to our historical investnretite affected property.

Our leases of MOBs include both triple leeses, as described above, and net and modifisd tgases where we are responsible to
operate and maintain the properties and we chargets for some or all of the property operatingf£cA small percentage of our MOB
leases are so-called "full-service" leases whereegeive fixed rent from our tenants and no reimborent for our property operating costs.

Events of Default. Under our leases events of default generatijude:

. failure of the tenant to pay rent or any other nyowben due;
. failure of the tenant to provide periodic finandi@ports when due;
. failure of the tenant to perform other terms, camn or conditions of its lease and the continudinereof for a specified

period after written notice;
. failure of the tenant to maintain required insuenoverages; or

. revocation of any material license necessary fettémant's operation of our property.
Default Remedies. Upon the occurrence of any event of defaultnrmdir leases, we generally may (subject to appkciaw):

. terminate the affected lease and accelerate thie ren
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. terminate the tenant's rights to occupy and useffleeted property, rent the property to anotheaite and recover from the
tenant the difference between the amount of remtiwivould have been due under the lease and theaegived under the
reletting;

. make any payment or perform any act required tpdséormed by the tenant under its lease;

. exercise our rights with respect to any collateeaduring the lease; and

. require the defaulting tenant to reimburse us flgpayments made and all costs and expenses iturmnnection with any

exercise of the foregoing remedies.

Investment Policies.

Acquisitions. Our present investment goals are to acquiréiaddl properties primarily for income and secorilgfor appreciation
potential. In implementing this acquisition strategye consider a range of factors relating to gaoposed acquisition, including:

. use and size of the property;

. proposed acquisition price;

. existing or proposed lease terms;

. availability and reputation of a financially quédidl lessee(s) or guarantor(s);

. historical and projected cash flows from the operst of the property;

. estimated replacement cost of the property;

. design, physical condition and age of the property;

. competitive market environment of the property;

. price segment and payment sources in which theepipfs operated; and

. level of permitted services and regulatory histofithe property and its historical operators.

We have no policies which specifically lirtie percentage of our assets which may be indésteny individual property, in any one
type of property, in properties leased to any @mant or in properties leased to an affiliated grofitenants.

Form of Investments. We prefer wholly owned investments in fee iags. However, circumstances may arise in whicimasg invest
in leaseholds, joint ventures, mortgages and atadrestate interests. We may invest in real efiateventures if we conclude that by doing
so we may benefit from the participation of co-weats or that our opportunity to participate in teestment is contingent on the use of a
joint venture structure. We may invest in partitipg, convertible or other types of mortgages ifeemclude that by doing so, we may ben
from the cash flow or appreciation in the valuagfroperty which is not available for purchase.

Mergers and Strategic Combinations.

In the past, we have considered the pdigibf entering mergers or strategic combinatianith other companies and we may again
explore such possibilities in the future.

Disposition Policies.

From time to time we consider the salerté or more properties or investments. Dispositiecisions are made based on a number of
factors including, but not limited to, the follovgn

. our ability to lease the affected property;
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. our tenant's desire to purchase the affected pgper

. our tenant's desire to cease operating at thetaffgroperty;

. proposed sale price;

. strategic fit of the property or investment witle tlest of our portfolio; and
. existence of alternative sources, uses or needsfital.

Financing Policies.

There are no limitations in our organizaéibdocuments on the amount of indebtedness weimsay. Our revolving credit facility and
our senior note indenture and its supplements oofitencial covenants which, among other thingstnict our ability to incur indebtedness
and require us to maintain financial ratios andirmimmum net worth. However, our Board of Trusteey meek to amend these covenants or
seek replacement financings with less restrictweeoants. In the future, we may decide to seekgdsim the financial covenants which
currently restrict our debt leverage based upon thgrent economic conditions, the relative avdlilgtand costs of debt versus equity cap
and our need for capital to take advantage of a@ttpn opportunities or otherwise.

Our current revolving credit facility maésrin December 2011. We are currently monitoringketaconditions for comparable revolving
credit facilities and expect to refinance our reuad credit facility prior to its maturity. Our Bod of Trustees may also determine to seek
additional capital through equity offerings, debthcings, retention of cash flows in excess dfrithigtions to shareholders, or a combination
of these methods. To the extent that our Boardraét€es decides to obtain additional debt finanawegmay do so on an unsecured basis
secured basis. We may seek to obtain lines of tooedd issue securities senior to our common shémeluding preferred shares or debt
securities, some of which may be convertible irdmmon shares or be accompanied by warrants to aseatommon shares. We may also
finance acquisitions by assuming debt, throughx@ha&nge of properties or through the issuance aiteqr other securities.

Manager.

Our day to day operations are conducteRdiy Management & Research LLC, or RMR. RMR origiisaand presents investment and
divestment opportunities to our Board of Trustess provides management and administrative serticas. RMR is a Delaware limited
liability company beneficially owned by Barry M. Raoy and Adam D. Portnoy, our Managing Truste@dRRhas a principal place of
business at Two Newton Place, 255 Washington Steete 300, Newton, Massachusetts 02458-1634itautelephone number is (617) 796-
8390. RMR also acts as the manager to CommonWe&lH, or CWH, Government Properties Income TrusGOV, and Hospitality
Properties Trust, or HPT, and provides managenemices to other public and private companies uiticlg Five Star and TravelCenters of
America LLC, or TA. Barry M. Portnoy is the Chairmaf RMR, and its other directors are Adam D. Payt{rGerard M. Martin, formerly ot
of our Managing Trustees, and David J. Hegarty Rresident and Chief Operating Officer. The exeeutifficers of RMR are: Adam D.
Portnoy, President and Chief Executive Officer;nifam B. Clark, Executive Vice President and Geh€aunsel; David J. Hegarty, Executi
Vice President and Secretary; Mark L. Kleifges, &xare Vice President; John A. Mannix, Executive&President; John G. Murray,
Executive Vice President; Thomas M. O'Brien, Exa@uVice President; John C. Popeo, Executive Viasident, Treasurer and Chief
Financial Officer; David M. Blackman, Senior ViceeBident; Ethan S. Bornstein, Senior Vice Presjdeichard A. Doyle, Senior Vice
President; Paul Hoagland, Senior Vice Presidentjidid. Lepore, Senior Vice President; Bruce J. MacKklr., Senior Vice President; and
Andrew J. Rebholz, Senior Vice President. Davidelgarty and Richard A. Doyle are
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also our executive officers. Other executive officef RMR also serve as officers of other compatdeshich RMR provides management
services.

Employees.

We have no employees. Services which wotlidrwise be provided by employees are provideBM§R and by our Managing Trustees
and officers. As of February 24, 2011, RMR had apjpnately 650 full time employees, including a hgaarters staff and regional offices
and other personnel located throughout the Unitates.

Government Regulation and Reimbursement.

The regulatory environment of the seniginlj and healthcare industries is extensive. Mbthese laws and regulations affect the
manner in which our tenants operate our propetigsthese laws and regulations can also impactahes of our properties. Some of the
laws that impact our tenants include: state andllib@ensure laws, laws protecting consumers agjdieseptive practices and laws generally
affecting our tenants' operation of our properéied how our tenants otherwise conduct their opmrafisuch as fire, health and safety laws
and privacy laws; federal and state laws affectisgjsted living communities that participate in ida@l and skilled nursing facilities, or
SNFs, hospitals, clinics and other healthcareifaslthat participate in both Medicaid and Med&anandating allowable costs, pricing,
reimbursement procedures and limitations, qualityesvices and care, food service and physicaltgjaasident rights (including abuse and
neglect laws) and fraud laws; anti-kickback andgitign referral laws; the Americans with Disabd#tiAct; and safety and health standards
set by the federal Occupational Safety and Heattmifistration. Medicaid funding is available in senbut not all, states for assisted living
services. State licensure standards for assisted Icommunities, SNFs, hospitals, clinics and otrealthcare facilities apply whether or not
facilities accept Medicare or Medicaid funding, dpplically cover facility policies, staffing, quafiof services and care, resident rights, fire
safety and physical plant, and related mattersavéainable to predict the future course of fedstate and local legislation or regulation.
Changes in the regulatory framework could have geriz adverse effect on the abilities of our tesd@n pay our rents and the values of our
properties.

State and local health and social servimaies or other regulatory authorities regulatéla@nse many senior living communities.
State health authorities regulate and license lalspclinics and other healthcare facilities. lognstates in which we own properties, our
tenants are prohibited from providing certain Isvef service without first obtaining the appropegiéitenses. In addition, most states require a
certificate of need before opening a SNF or hokpitexpanding the services at an existing facilitysome states, certificate of need
requirements also apply to assisted living comniemiand some other healthcare facilities. Senvardifacilities, hospitals and other
healthcare facilities must also comply with apgieastate and local building, zoning, fire and feaavice codes before licensing or
Medicare/Medicaid certification may be granted. §dh&aws and regulatory requirements could affecability to expand into new markets
and our tenants' ability to expand their faciliie®xisting markets. In addition, if any of ounsmts operate our property outside of the scope
of their licensed authority, their doing so coultbject them to penalties, including closure of fenality.

Governmental authorities seem to be suibjgttealthcare facilities like those that we owrintcreasing numbers of inspections or
surveys and potential enforcement actions. Unancexlisurveys or inspections may occur annually amrnially, or following a state's rece
of a complaint about the facility. From time to &rm the ordinary course of business, our tenaatg maceive deficiency reports from state
regulatory bodies resulting from such inspectionsurveys. Our tenants resolve most inspectiorciggities through an agreed plan of
corrective action relating to the affected faclitpperations, but the governmental agency typid¢als the authority to take or seek further

10




Table of Contents

action against a licensed or certified facility,igthcould result in the imposition of civil monegialties or fines, suspension, modification
revocation of a license or Medicare/Medicaid pgstiion, suspension or denial of admissions, pastifull denial of payments, state
oversight, temporary management or imposition béosanctions, including criminal penalties. Lasspension or modification of a license
or certification or other sanctions or penaltiesldadversely affect the ability of a tenant to ftayrents. Our tenants may also expend
considerable resources to respond to federal atel isispections, surveys, investigations, auditstioer enforcement actions under applicable
laws or regulations. Our tenants receive noticggoténtial sanctions and enforcement remedies fimm to time, and authorities impose s
sanctions and penalties from time to time on onamgs. If any of our tenants fails to comply wittyapplicable legal requirements, or is
unable to cure deficiencies that have been idedtidir are identified in the future, such sanctimay be imposed and if imposed, may
adversely affect the affected tenants' abilitiegap their rents. The federal Centers for Mediear@ Medicaid Services, or CMS, has
increased its oversight of state survey agenciesdent years, focusing survey and enforcementtefém nursing homes with findings of
substandard care or continuing deficiencies, sgekindentify chain operated facilities with patterof noncompliance, and providing more
information about nursing homes to consumers. Madisurvey results, average nursing staff hoursgsédent per day, and selected quality
of care measures are posted on the internet dddldécare Nursing Home Compare website at www.medigav, the contents of which are
not part of this report. The website also contaifise-star quality rating system, in which CMSeshursing homes based on survey results,
staffing, and selected quality measures. Staterddis General typically enforce consumer protedovs relating to senior living services,
hospitals, clinics and other healthcare facilitiélso, state Medicaid fraud control agencies someti may investigate and prosecute assisted
living communities and nursing facilities, hospétatlinics and other healthcare facilities undauét and patient abuse and neglect laws e
the facilities and their residents do not receadefal or state funds.

Certain current state laws and regulatellmsv enforcement officials to make determinatiasso whether the care provided by our
tenants exceeds the level of care for which aqadr facility is licensed. A finding that a fatyliis delivering care beyond the scope of its
license might result in the immediate discharge taawuisfer of residents, which could adversely dfflee ability of a tenant to pay rent to us.
Furthermore, certain states and the federal govenbmay allow citations in one facility to impacher facilities operated by the same entity
or a related entity in the state or, in certaicwinstances, in another state. Revocation of adien certification at one facility could theref
impact a tenant's ability to obtain new licensesastifications or to maintain or renew existingglnses at other facilities, which could
adversely affect the ability of that tenant to pegt to us. In addition, an adverse finding by syrefficials may serve as the basis for laws
by private plaintiffs and may lead to investigasamder federal and state laws, which could résuivil and/or criminal penalties against 1
facility or a related individual or entity.

Federal, state and local entities reguareMOB tenants who provide healthcare servicesiaates require medical clinics,
ambulatory surgery centers, clinical laboratoried ather outpatient healthcare facilities to berged and inspected for compliance with
licensure regulations concerning professional istgffservices, patient rights and physical plagurements, among other matters. Health
providers and suppliers, including physicians atmolicensed medical practitioners, who receidefal or state reimbursement under
Medicare, Medicaid or other federal or state progranust comply with the requirements for their jegration in those programs and are
subject to reimbursement rates that are increassiject to cost control pressures and may beceztlar may not be increased sufficient!
cover increasing provider costs, including our sent

The U.S. Food and Drug Administration, loe EDA, and other federal, state and local autiesrixtensively regulate our biotechnology
laboratory tenants who seek to develop, manufacturearket and distribute new drugs, biologicalsnedical devices for human use. The
FDA and such
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other agencies regulate the clinical developmestirtg, manufacture, quality control, safety, effemess, labeling, storage, record keeping,
advertising and promotion of such products. Betoreew pharmaceutical or device may be marketedimtiibuted in the United States, the
FDA must approve it as safe and effective for humsa Preclinical and clinical studies and docusi@nt are required, involving significant
time, expense and risks of failure. The FDA orrstitutional review board may suspend a clinidal tin various grounds, such as exposure
of subjects or patients to an unacceptable heigkhlf a product is ultimately approved for maratfaing, marketing and distribution, the
FDA has continuing oversight authority and may regjpost-market testing and surveillance. Pharmizadwand medical device
manufacturing practices and facilities must comypith FDA requirements and facilities are subjecE@A inspection. Continuing regulatory
concerns include the potential for later discov@rgafety concerns and related litigation, whetherproduct qualifies for reimbursement
under Medicare, Medicaid or other federal or spatsgrams, cost control initiatives of such prograthe potential for litigation over the
validity or infringement of intellectual propertights related to the product and eventual expinaibthe product's patent. The FDA could
withdraw approval, recall products, suspend pradacimpose or seek to impose civil or criminal akties or take other governmental acti
for failure to comply with regulatory requirememtswith anti-fraud, false claims, anti-kickbackmrysician referral laws, which could
adversely affect the ability of an affected tertanpay rent to us.

Our tenants operate facilities in manyestand participate in many federal and state heaté payment programs, including state
Medicaid waiver programs and state plans, for sesvin assisted living communities, the Medicar iedicaid SNF or hospital benefit
programs, and other federal or state health canmeat programs. Recent legislative and regulatotipas with respect to state Medicaid
rates and federal Medicare rates limit the payrtemls for certain services provided at these itaesl Some of the states in which our ten
operate either have not raised Medicaid rates yuaits sufficient to offset increasing costs or hfm@een or reduced, or are expected to
freeze or reduce, Medicaid rates. Also, the fedgoakrnment has extended certain increases indkepayments to states for Medicaid
programs, in effect since October 1, 2008 for aditamhal six months through June 30, 2011, buulssantially reduced levels. We expect
phasing out of these federal payments, combineld tivét anticipated slow recovery of state reventgespntinue to result in difficult state
fiscal conditions. Some state budget deficits dedyl to increase, and certain states may reduéeeere Medicaid payments to healthcare
services providers like some of our tenants asqfah effort to balance their budgets. We expleat Medicaid rate increases will be less t
cost increases experienced by some of our terBetause of the current federal budget deficit ahdrdederal priorities, we are unable to
estimate how recent or future Medicare rate changléaffect certain tenants. This combination @kats may make it increasingly difficult
for some of our tenants to pay rent to us.

The Patient Protection and Affordable Cacg or PPACA, enacted in March 2010, contains imeae changes, payment changes and
healthcare delivery systems changes intended tanekaccess to health insurance coverage and réukigeowth of healthcare expenditures
while simultaneously maintaining or improving theatjty of healthcare. Under PPACA, beginning inefeal fiscal year 2012, a productivity
adjustment will reduce the Medicare SNF and IRFkaialbasket updates for inflation, which may resufpayment rates for a fiscal year be
less than for the preceding fiscal year. PPACA adsluced the Medicare IRF adjustment for inflatigr0.25% for federal fiscal year 2010,
effective for discharges on and after April 1, 2040d for federal fiscal year 2011, which begarOatober 1, 2010. PPACA will reduce
future IRF Medicare market basket updates for figtaby amounts ranging from 0.1% to 0.3% for fedéiscal years 2012 through 20186,
by 0.75% for federal fiscal years 2017 through 20ARACA also establishes an Independent PaymerisévgvBoard to submit legislative
proposals to Congress and take other actions wgthahof reducing Medicare spending growth andudek various other provisions affecting
Medicare and Medicaid providers, including enforeatreforms and increased funding for MedicareMedicaid program
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integrity control initiatives. We are unable to gt the impact on our tenants of the productigitjustments or other PPACA provisions on
future Medicare rates for SNFs and IRFs or theranste, payment and healthcare delivery systemgelsazontained in and to be developed
pursuant to PPACA. The changes implemented or impkemented under PPACA could result in the failaf Medicare, Medicaid or prive
payment reimbursement rates to cover our tenarti€asing costs or other circumstances that caaud h material adverse effect on our
tenants' abilities to pay rent to us. Also, twoefied District Courts have declared PPACA or pafteACA to be unconstitutional, the U.S.
House of Representatives has voted to repeal PPax@/several members of Congress have proposethtemisto prevent the
implementation of PPACA or to amend it. We cannedict the impact of these activities on PPACA tratvchanges to PPACA may mea
our business or the businesses of our tenants.

Medicare reimburses SNFs under a prospepiyment system, or PPS, providing a fixed payrfwergach day of care provided to a
Medicare beneficiary, in accordance with the Reseitilization Group, or RUG, to which the benedisi is assigned based on individual
medical characteristics and service needs. ThepR@PBents cover substantially all Medicare Part &ises the beneficiary receives. Capital
costs are part of the PPS rate and are not faspiegific. Many states have similar Medicaid prasipe payment systems. CMS implemented
the PPS pursuant to the Balanced Budget Act of 1@9the BBA, and subsequent federal legislatiddSQupdates PPS payments for SNFs
each year by a market basket update to accouitffation, and periodically implements changeshe RUG categories and payment rates.
Effective in October 2009, CMS adopted rules récating the Medicare prospective payment categdoieSNFs, estimating that the
recalibration would result in a decrease of appnately 3.3% in projected SNF payments, offset bijnarease of approximately 2.2% to
account for inflation, resulting in an aggregatduetion in Medicare payments to SNFs of approxityatel% in federal fiscal year 2010.
Effective on October 1, 2010, CMS adopted rulesitrestimates will increase aggregate Medicarenpayt rates for SNFs by approximately
1.7% overall in federal fiscal year 2011, as thmuleof an annual increase of approximately 2.3%dwoount for inflation, reduced by a
forecast error adjustment of 0.6%. Also effectigeofOctober 1, 2010, CMS has adopted rules thaleiment a new PPS case mix
classification system known as RUG IV.

The federal government is also seekindaw she growth of Medicare and Medicaid paymentShiFs pursuant to the Deficit Reduct
Act of 2005, or the DRA. The DRA reduced Medicaael lolebt reimbursement from 100% to 70% for unctdlécost sharing payments from
Medicare beneficiaries who are not eligible for Maitl. In addition, the DRA increased the "look-kaperiod for prohibited asset transfers
that disqualify individuals from Medicaid nursingrhe benefits from three to five years. The peribMedicaid ineligibility begins on the
date of the prohibited transfer or the date arviddial has entered the nursing home and would wikerbe eligible for Medicaid coverage,
whichever occurs later, rather than on the date@prohibited transfer, effectively extending Medicaid penalty period. Also, the DRA
effectuated limits on Medicare Part B paymentsolatpatient therapies subject to an exemption if i@ found additional services to be
medically necessary for an individual. The fedg@lernment has extended the Medicare outpatierdaplieexemption process through
December 31, 2011.

The DRA and PPACA also include provisiomsttencourage states to provide long term carécgsrin home and community based
settings rather than in nursing homes or othertiapgfacilities. In 2007, the federal SecretanjHgfalth and Human Services awarded
competitive grants to 30 states for demonstratiojepts to provide home and community based long teare services to qualified
individuals relocated from SNFs, providing incredh$ederal medical assistance for each qualifyimehieiary for a limited time period.
PPACA has expanded eligibility for this program drad extended it for an additional five years. 8id@nuary 2007, states may include h
and community based services as optional servicdsriheir Medicaid state plans. States must @sktabeeds based criteria for the services,
and more stringent needs based criteria for nutsimge services. PPACA expands the services thasstaay provide and limits their ability
to set caps on enroliment, waiting lists or geobi@fimitations on home and community based sesvice
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CMS has a rule, known as the "60% Rule,ittvhas amended by the Medicare, Medicaid and SEAtEnsion Act of 2007, or the
SCHIP Extension Act, generally provides that tabesidered an IRF and receive reimbursement feicgs under the IRF PPS, at least 60%
of a facility's total inpatient population must vé@ intensive rehabilitation services associatét treatment of at least one of 13 designated
medical conditions. Under the 60% Rule, to mainth@ir Medicare revenue levels, many rehabilitatiospitals have needed to reduce the
number of non-qualifying patients treated and repllnem with qualifying patients, establish othmurses of revenue or both. If Five Star is
unable to maintain compliance with this requirenaraur rehabilitation hospitals, or if it were eehined by retroactive audit not to have
complied, Five Star's Medicare rates at these taispgiould be materially adversely affected.

Medicare reimburses IRFs under a per digghprospective payment system implemented purdadahé BBA. The PPS classifies
patients into case mix groups based on their @lrdbaracteristics and expected resource need€lsi&lcalculates separate payment rate:
each group. Payments under the PPS cover sub#iaalizosts of furnishing covered inpatient reliddtion services, and capital costs are
not facility-specific. CMS updates PPS paymentdR¥s each year by a market basket update to atémuinflation, and periodically
implements changes to the case mix groups and p#yates. For Medicare payments to IRFs on and Aftel 1, 2008, CMS froze
Medicare inflation related rate increases at zemognt for federal fiscal years 2008 and 2009¢gsired by the SCHIP Extension Act. This
freeze on increases reduced rates by 3.2% foraligeb on and after April 1, 2008. Also, in July 20CMS issued a rule updating the
Medicare IRF prospective rate formulas that todkctfin federal fiscal year 2009. The rule recadted the weights assigned to patient case
mix groups that are used to calculate Medicaresratel reset the outlier threshold for highst cases to maintain estimated outlier payme
3% of total estimated IRF payments. CMS estimatetithe changes contained in the rule would réswatdecrease of 0.7% to total Medic
payments to IRFs for federal fiscal year 2009. &iffe on October 1, 2009, CMS adopted rules thegtimated would increase aggregate
Medicare payments to IRFs by approximately 2.5%ederal fiscal year 2010. CMS also adopted rulesireg and clarifying the coverage
criteria for Medicare patients in IRFs, that todteet on January 1, 2010. These regulations inctiuriteria for patient selection, treatment
planning, coordination of care, and professioraihing and experience. Effective on October 1, 2@NS has adopted rules that it estimates
will increase aggregate Medicare payment ratefRBs by approximately 2.2% overall in federal fisgaar 2011.

Medicare, Medicaid and other federal otesktealthcare reimbursement programs subject aants who participate in such programs to
federal and state laws that prohibit anyone froesenting, or causing to be presented, claims fortngrsement that are false, fraudulent or
are for items or services that were not providedaisned. The federal False Claims Act, as ameaedexpanded by the Fraud Enforcement
and Recovery Act of 2009 and PPACA, provides sigaift civil money penalties and treble damageddize claims and authorizes
individuals to bring claims on behalf of the fedegavernment for false claims. The federal Civil Mxtary Penalties Law authorizes the
Secretary of the federal Department of Health anthéh Services, or DHHS, to impose substantial pieflalties, treble damages and
program exclusions administratively for false claior violations of the federal Anti-Kickback Lawfeered to below. Governmental
authorities are devoting increasing attention asburces to the prevention, detection, and prosecaf healthcare fraud and abuse. Fraud
and false claims laws vary from state to statethade laws sometimes apply to providers who reqeyenent from private insurers or other
sources and those sources do not always intedpietcconsistently. Violation of these laws carutem loss of licensure, civil and criminal
penalties and exclusion of health care providersuppliers from federal and state health care paym®grams. Also, CMS contractors are
expanding the retroactive audits of Medicaid clagusmitted by IRFs, SNFs and other providers, aeduping alleged overpayments for
services determined by auditors not to have beatiaally necessary or not to meet Medicare covecaigeria as billed. State Medicaid
programs and other third party payors are condgaimilar medical
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necessity and compliance audits. An adverse datation concerning any of our tenants' licensedigibdity for Medicare or Medicaid
reimbursement or the costs of sanctions, penaltidsequired compliance with applicable federadtate regulations could adversely affect
these tenants' abilities to pay their rent to us.

Certain federal and state laws subject@nants to regulation of financial arrangementtidglth care providers relating to referrals, ¢
as the federal Anti-Kickback Law, the federal plie referral laws known as the Stark Laws, anthoestate referral laws and anti-
kickback laws. The federal Anti-Kickback Law makesnlawful for any person to offer or pay or tdisi or receive any remuneration,
directly or indirectly, overtly or covertly, in ca®r in kind to induce or in return for referringrecommending for purchase any item or
service which is eligible for payment under the dade or Medicaid program or other federally fungedgrams. Authorities have interpre
this statute very broadly to apply to many practiaad relationships between health care providetsaurces of patient referral. If a tenant
were to violate the federal Anti-Kickback Law, dudd face criminal penalties and civil sanctiomgluding fines and possible exclusion from
government programs such as Medicare and Mediadiidh could adversely affect its ability to pay iiesits. While we require our tenants to
comply with all laws that regulate the operatioroaf senior living properties, it is impossiblepi@dict how our properties or tenants' ability
to pay their rents could be affected if any of tamants were subject to an action alleging suclatioms.

Federal and state laws designed to prttiectonfidentiality and security of individual et health and financial information apply to
our tenants. DHHS has issued rules pursuant tbi¢tadth Insurance Portability and Accountability AEt1996, or HIPAA, and the Health
Information Technology for Economic and Clinicaldfth Act that govern our tenants' use and disclsfihealth information at certain
HIPAA covered healthcare facilities. The costsamply with these rules may adversely affect théitas of our tenants to pay their rent to
us.

Members of Congress have introduced, féde state agencies have proposed, and somegstaements are considering legislative
and regulatory proposals that include repeal of ERAr sections of PPACA, denial of funding for gaveent agencies to implement
provisions of PPACA, the option of block grants $taites rather than federal matching money foaegestate Medicaid services, additional
Medicare and Medicaid enforcement programs and&dad state cost containment measures. We aldeutwapredict whether such
proposals or variants of them will be adopted fomdibpted, the impact they may have on our tenbotshesses or financial conditions.

If any of our tenants becomes unable toatpeour properties or to pay our rents becausasitviolated government regulations or
payment laws, we may have great difficulty findeagubstitute tenant or selling the leased progertg fair price and the value of an affected
property may decline materially.

Competition.

Investing in senior living facilities, waltss centers, MOBs and other real estate is acoenpetitive business. We compete against othel
REITs, numerous financial institutions, individualsd public and private companies who are actigalyaged in this business. Also, we
compete for investments based on a number of &atoluding rates, financings offered, underwritergeria and reputation. Our ability to
successfully compete is also impacted by econondcpapulation trends, availability of acceptablegistment opportunities, our ability to
negotiate beneficial investment terms, availabaity cost of capital and new and existing lawsragdlations. We do not believe we have a
dominant position in any of the geographic or propmarkets in which we operate, but some of oumgetitors are dominant in selected
markets. Many of our competitors have greater firelrand other resources than we have. We bellevgéographic diversity of our
investments, the experience and abilities of ounagament, our affiliation with RMR, the quality afr assets and the financial
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strength of many of our tenants affords us somepatitive advantages which have and will allow usperate our business successfully
despite the competitive nature of our business.

The tenants that operate our healthcailitie& compete on a local and regional basis wjplkerators of facilities that provide comparable
services. Operators compete for residents andnpatimsed on quality of care, reputation, physpplearance of properties, services offered,
family preferences, physicians, staff, price arghtmn. We and our tenants also face competitiomfother healthcare facilities for tenants,
such as physicians and other healthcare provitlatptovide comparable facilities and services.

For additional information on competitiomdethe risks associated with our business, pleaséRisk Factors" of this Annual Report on
Form 10-K.

Environmental and Climate Change Matters.

Under various laws, owners as well as tenand operators of real estate may be requiretvéstigate and clean up or remove
hazardous substances present at or migrating fropepties they own, lease or operate and may lkliable for property damage or persc
injuries that result from hazardous substancessd kens also expose us to the possibility that \ag become liable to reimburse
governments for damages and costs they incur inesdion with hazardous substances. We reviewedamiental conditions surveys of the
properties we own prior to their purchase. Basezhuihose surveys we do not believe that thererariganmental conditions at any of our
properties that have had or will have a materiakask effect on us. However, no assurances caivée that conditions are not present at
properties or that costs we may be required toriircthe future to remediate contamination will halve a material adverse effect on our
business or financial condition.

The current political debate about climettange has resulted in various treaties, laws egalations which are intended to limit carbon
emissions. We believe these laws being enactecopoped may cause energy costs at our propertiasriEase, but we do not expect the
direct impact of these increases to be materialtaesults of operations, because the increasstd edher would be the responsibility of our
tenants directly or in large part may be passealin by us to our tenants as additional lease patgnalthough we do not believe it is likely
in the foreseeable future, laws enacted to mitighteate change may make some of our buildings lebsor cause us to make material
investments in our properties which could mateyiathd adversely affect our financial condition.

Internet Website.

Our internet website address is www.snlo@it. Copies of our governance guidelines, or Guaeee Guidelines, code of business
conduct and ethics, or Code of Conduct, our padigifining procedures for handling concerns or caimté about accounting, internal
accounting controls or auditing matters and thetehsaof our audit, compensation and nominatinggmaernance committees are posted on
our website and may be obtained free of chargeriting to our Secretary, Senior Housing Properiiasst, Two Newton Place, 255
Washington Street, Suite 300, Newton, Massachy$2t58-1634 or at our website. We make availdbde, of charge, on our website, our
Annual Reports on Form 10-K, Quarterly Reports omi10-Q, Current Reports on Form 8-K and amendsienthese reports filed or
furnished pursuant to Section 13(a) or 15(d) ofSkeurities Exchange Act of 1934, as amended,ecEithange Act, as soon as reasonably
practicable after these forms are filed with, anfshed to, the Securities and Exchange Commissio8EC. Any shareholder or other
interested party who desires to communicate withnmm-management Trustees, individually or as agroay do so by filling out a report
on our website. Our Board of Trustees also provadpeocess for security holders to send commuuicatio the entire Board of Trustees.
Information about the process for sending commuiaina to our Board of Trustees can be found on

16




Table of Contents

our website. Our website address is included sktieras in this Annual Report on Form 10-K as autekreference only and the information
in the website is not incorporated by reference this Annual Report on Form 10-K.

Segment Reporting.

As of December 31, 2010, we have threeaiprgy segments. The first operating segment prevthert term and long term residential
care facilities that offer dining for residentsoperties in this segment include independent lidommunities, assisted living communities,
skilled nursing facilities and rehabilitation hasé. The second operating segment provides meditzdaed services where residential
overnight stays or dining services are not providrdperties in this segment include our MOBs. it operating segment includes
specialized facilities that offer fithess, wellnesal spa services to members, which we do notdensd be sufficiently material as to
constitute a separate reporting segment. See asotdated financial statements included in "Extsilaind Financial Statement Schedules" of
this Annual Report on Form 10-K for further finaalcinformation on our operating segments.

FEDERAL INCOME TAX CONSIDERATIONS

The following summary of federal income tonsiderations is based on existing law, andngéid to investors who own our shares as
investment assets rather than as inventory orggeepy used in a trade or business. The summary matediscuss all of the particular tax
consequences that might be relevant to you if yewsabject to special rules under federal incorrédata, for example if you are:

. a bank, life insurance company, regulated investroempany, or other financial institution;

. a broker, dealer or trader in securities or for@gmency;

. a person who has a functional currency other thartk S. dollar;

. a person who acquires our shares in connectionasithloyment or other performance of services;

. a person subject to alternative minimum tax;

. a person who owns our shares as part of a strauetliging transaction, constructive sale transactionstructive ownership

transaction, or conversion transaction; or

. except as specifically described in the followingnsnary, a tax-exempt entity or a foreign person.

The Internal Revenue Code of 1986, as aegkrnar the IRC, sections that govern federal inctarequalification and treatment of a
REIT and its shareholders are complex. This presientis a summary of applicable IRC provisiontatedl rules and regulations and
administrative and judicial interpretations, allvafich are subject to change, possibly with rettivaceffect. Future legislative, judicial, or
administrative actions or decisions could alsoddffiee accuracy of statements made in this sumrideyhave not received a ruling from the
Internal Revenue Service, or the IRS, with respeeainy matter described in this summary, and waeakassure you that the IRS or a court
will agree with the statements made in this summalg IRS or a court could, for example, take &edént position from that described in 1
summary with respect to our acquisitions, operatioestructurings or other matters, which, if sssfa, could result in significant tax
liabilities for applicable parties. In additionjglsummary is not exhaustive of all possible tasemuences, and does not discuss any estate,
gift, state, local, or foreign tax consequences.dfidhese reasons, we urge you and any proseatiguiror of our shares to consult with a
tax advisor about the federal income tax and ddeseconsequences of the acquisition, ownershipdispbsition of our shares. Our intentions
and beliefs
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described in this summary are based upon our utathelieg of applicable laws and regulations thatimeffect as of the date of this Annual
Report on Form 10-K. If new laws or regulations @nacted which impact us directly or indirectly, may change our intentions or beliefs.

Your federal income tax consequences migrdiepending on whether or not you are a "U.&reholder." For purposes of this
summary, a "U.S. shareholder" is:

. a citizen or resident of the United States, inalgdin alien individual who is a lawful permanersident of the United States
meets the substantial presence residency test thelézderal income tax laws;

. an entity treated as a corporation for federal imedax purposes that is created or organized imder the laws of the United
States, any state thereof or the District of Colianb

. an estate the income of which is subject to fedataime taxation regardless of its source; or

. a trust if a court within the United States is aol@xercise primary supervision over the admiat&in of the trust and one or
more United States persons have the authorityritr@lcall substantial decisions of the trust, oredecting trust in existence on
August 20, 1996, to the extent provided in Treasagulations;

whose status as a U.S. shareholder is not overridg@an applicable tax treaty. Conversely, a "no8-$hareholder” is a beneficial owner of
our shares who is not a U.S. shareholder. If anpeship (including any entity treated as a partmprior federal income tax purposes) is a
beneficial owner of our shares, the tax treatméatmartner in the partnership generally will degh@pon the status of the partner and the
activities of the partnership. A beneficial ownleattis a partnership and partners in such a pattipeshould consult their tax advisors about
the federal income tax consequences of the acigmis@wnership and disposition of our shares.

Taxation as a REIT

We have elected to be taxed as a REIT uBdetions 856 through 860 of the IRC, commencirty wiir taxable year ending
December 31, 1999. Our REIT election, assumingicoimy compliance with the then applicable quadifion tests, continues in effect for
subsequent taxable years. Although no assurancleecgiven, we believe that we have been organimddhave operated, and will continue to
be organized and to operate, in a manner thatfegaehdind will continue to qualify us to be taxeddenthe IRC as a REIT.

As a REIT, we generally are not subjedetteral income tax on our net income distributedigiglends to our shareholders.
Distributions to our shareholders generally arduithed in their income as dividends to the exterdgwfcurrent or accumulated earnings and
profits. Our dividends are not generally entitledie favorable 15% rate on qualified dividend meo(scheduled to increase to ordinary
income rates for taxable years beginning after B 31, 2012), but a portion of our dividends rhaytreated as capital gain dividends, all
as explained below. No portion of any of our divids is eligible for the dividends received dedutfior corporate shareholders.
Distributions in excess of current or accumulatachimgs and profits generally are treated for fabi@icome tax purposes as return of capital
to the extent of a recipient shareholder's baswimshares, and will reduce this basis. Our ctiweaccumulated earnings and profits are
generally allocated first to distributions madecam preferred shares, if any, and thereafter twidigions made on our common shares. For
all these purposes, our distributions include latbh distributions and any in kind distributiongpafperty that we might make.

Our counsel, Sullivan & Worcester LLP, lopined that we have been organized and have qdhbf a REIT under the IRC for our
1999 through 2010 taxable years, and that our sumgestments and plan of operation enable usmdirtue to meet the requirements for
qualification and
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taxation as a REIT under the IRC. Our continuedification and taxation as a REIT will depend upmm compliance with various
qualification tests imposed under the IRC and suriz@d below. While we believe that we will satishese tests, our counsel does not re
compliance with these tests on a continuing b#sige fail to qualify as a REIT, we will be subjetct federal income taxation as if we were a
C corporation and our shareholders will be taxkel §hareholders of C corporations. In this evestcauld be subject to significant tax
liabilities, and the amount of cash available fistribution to our shareholders could be reduceelioninated.

If we qualify as a REIT and meet the telgscribed below, we generally will not pay fedénabme tax on amounts we distribute to our
shareholders. However, even if we qualify as a REI& may be subject to federal tax in the followamgumstances:

. We will be taxed at regular corporate rates onwamgistributed "real estate investment trust taxaisteme," including our
undistributed net capital gains.

. If our alternative minimum taxable income exceedsstaxable income, we may be subject to the cotpatiernative minimui
tax on our items of tax preference.

. If we have net income from the disposition of "fdosure property” that is held primarily for satectustomers in the ordinary
course of business or from other nonqualifying medrom foreclosure property, we will be subjecta® on this income at tt
highest regular corporate rate, currently 35%.

. If we have net income from prohibited transactionsluding dispositions of inventory or propertyidh@rimarily for sale to
customers in the ordinary course of business dtzar foreclosure property, we will be subject toda this income at a 100%
rate.

. If we fail to satisfy the 75% gross income testher 95% gross income test discussed below, buttheless maintain our

qualification as a REIT, we will be subject to &xa 100% rate on the greater of the amount byl fail the 75% or the
95% test, with adjustments, multiplied by a fractiotended to reflect our profitability.

. If we fail to distribute for any calendar year @ast the sum of 85% of our REIT ordinary incomettiat year, 95% of our
REIT capital gain net income for that year, and anglistributed taxable income from prior periods, will be subject to a 4%
nondeductible excise tax on the excess of the redjdistribution over the amounts actually distréal

. If we acquire an asset from a corporation in adaation in which our basis in the asset is detegthloy reference to the basis
of the asset in the hands of a present or formasr@oration, and if we subsequently recognize gaithe disposition of this
asset during a specified period (generally, tems)dz@eginning on the date on which the asset ceadeel owned by the C
corporation, then we will pay tax at the highesfular corporate tax rate, which is currently 35%floe lesser of the excess of
the fair market value of the asset over the C aaan's basis in the asset on the date the asaséd to be owned by the C
corporation, or the gain we recognize in the digjmos

. If we acquire a corporation, to preserve our statia REIT we must generally distribute all of Gheorporation earnings and
profits inherited in that acquisition, if any, fater than the end of the taxable year of the aitijpim. However, if we fail to do
so, relief provisions would allow us to maintairr status as a REIT provided we distribute any sybsetly discovered C
corporation earnings and profits and pay an intelesrge in respect of the period of delayed diastion. As discussed below,
we have acquired C corporations in connection withacquisition of real estate. Our investigatiohthese C corporations
indicated that they did not have undistributed eaymand profits that we inherited but failed toéily distribute. However,
upon review or audit, the IRS may disagree.
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. As summarized below, REITs are permitted withinitémo own stock and securities of a "taxable R&ilibsidiary." A taxable
REIT subsidiary is separately taxed on its netine@s a C corporation, and is subject to limitation the deductibility of
interest expense paid to its REIT parent. In addjtits REIT parent is subject to a 100% tax ondifference between amour
charged and redetermined rents and deductionsidimg) excess interest.

. If and to the extent we invest in properties irefgn jurisdictions, our income from those propertiéll generally be subject to
tax in those jurisdictions. If we continue to ogeras we do, then we will distribute our taxableoime to our shareholders e:
year and we will generally not pay federal incompe tAs a result, we cannot recover the cost ofiforencome taxes imposed
on our foreign investments by claiming foreign tawdits against our federal income tax liabilitysé, we cannot pass through
to our shareholders any foreign tax credits.

If we fail to qualify or elect not to quilias a REIT, we will be subject to federal incotae in the same manner as a C corporation.
Distributions to our shareholders if we do not gyads a REIT will not be deductible by us nor wdiktributions be required under the IRC
that event, distributions to our shareholders gélherally be taxable as ordinary dividends poténtiigible for the 15% income tax rate
(scheduled to increase to ordinary income ratetaf@ble years beginning after December 31, 20is2udsed below in "Taxation of U.S.
Shareholders" and, subject to limitations in th€ JRill be eligible for the dividends received detlan for corporate shareholders. Also, we
will generally be disqualified from qualificatiors@ REIT for the four taxable years following diatification. If we do not qualify as a REIT
for even one year, this could result in reductioelonination of distributions to our shareholdessjn our incurring substantial indebtedness
or liquidating substantial investments in ordep#&y the resulting corporatevel taxes. The IRC provides certain relief prans under whic
we might avoid automatically ceasing to be a REITf&ilure to meet certain REIT requirements, altdéscussed in more detail below.

REIT Qualification Requirements
General Requirements. Section 856(a) of the IRC defines a REIT asrparation, trust or association:

(1) thatis managed by one or more trustees or dirgctor

(2) the beneficial ownership of which is evidenced taynsferable shares or by transferable certificatéeneficial interest;
(3) that would be taxable, but for Sections 856 thro858 of the IRC, as a C corporation;

(4) thatis not a financial institution or an insuramoenpany subject to special provisions of the IRC;

(5) the beneficial ownership of which is held by 100wmre persons;

(6) thatis not "closely held" as defined under thespeal holding company stock ownership test, asriestbelow; and

(7) that meets other tests regarding income, assetdistmibutions, all as described below.

Section 856(b) of the IRC provides that conditi¢histhrough (4) must be met during the entire téxglar and that condition (5) must be
during at least 335 days of a taxable year of 18th®) or during a pro rata part of a taxable yédess than 12 months. Section 856(h)(2) of
the IRC provides that neither condition (5) norii@ed be met for our first taxable year as a R believe that we have met conditions (1)
through (7) during each of the requisite perioddirg on or before the close of our most recentipgieted taxable year, and that we can
continue to meet these conditions in future taxgbkrs. There can, however, be no assurance iretgsd.

20




Table of Contents

By reason of condition (6), we will fail tpalify as a REIT for a taxable year if at anydiduring the last half of a year more than 50%
in value of our outstanding shares is owned diyemtlindirectly by five or fewer individuals. To lpecomply with condition (6), our
declaration of trust restricts transfers of ourrelaln addition, if we comply with applicable Tseay regulations to ascertain the ownershi
our shares and do not know, or by exercising restslerdiligence would not have known, that we faiteddition (6), then we will be treated
as having met condition (6). However, our failuweebmply with these regulations for ascertainingierghip may result in a penalty of
$25,000, or $50,000 for intentional violations. Aatingly, we have complied and will continue to gaynwith these regulations, including
requesting annually from record holders of sigaificpercentages of our shares information regatti@@wnership of our shares. Under our
declaration of trust, our shareholders are requwaéspond to these requests for information.

For purposes of condition (6), the terndiduals” is defined in the IRC to include natuparsons, supplemental unemployment
compensation benefit plans, private foundationsportions of a trust permanently set aside or @s@tlsively for charitable purposes, but
not other entities or qualified pension plans afipisharing trusts. As a result, REIT shares owbgdn entity that is not an "individual" are
considered to be owned by the direct and indiractess of the entity that are individuals (as saraef), rather than to be owned by the entity
itself. Similarly, REIT shares held by a qualifipdnsion plan or profit-sharing trust are treatetield directly by the individual beneficiaries
in proportion to their actuarial interests in syotéan or trust. Consequently, five or fewer suclstsicould own more than 50% of the interests
in an entity without jeopardizing that entity's édl income tax qualification as a REIT. Howeverdacussed below, if a REIT is a "pension-
held REIT," each qualified pension plan or profigeng pension trust owning more than 10% of théTREshares by value generally may be
taxed on a portion of the dividends it receivesifithe REIT.

The IRC provides that we will not automalig fail to be a REIT if we do not meet conditiofi9 through (6), provided we can establish
reasonable cause for any such failure. Each sumlser failure will result in the imposition of aB800 penalty instead of REIT
disqualification. It is impossible to state whetirerll circumstances we would be entitled to teedfit of this relief provision. This relief
provision applies to any failure of the applicabbaditions, even if the failure first occurred ip@or taxable year.

Our Wholly-Owned Subsidiaries and Our Inwesnts through Partnerships. Except in respect of taxable REIT subsidiagigs
discussed below, Section 856(i) of the IRC provithes any corporation, 100% of whose stock is Igl@ REIT and its disregarded
subsidiaries, is a qualified REIT subsidiary andlishot be treated as a separate corporation. 3$ets liabilities and items of income,
deduction and credit of a qualified REIT subsidiarg treated as the REIT's. We believe that eacdluoflirect and indirect wholly-owned
subsidiaries, other than the taxable REIT subsaiatiscussed below, will be either a qualified REUbsidiary within the meaning of
Section 856(i) of the IRC, or a noncorporate erttigt for federal income tax purposes is not tetateseparate from its owner under
regulations issued under Section 7701 of the IR@isTexcept for the taxable REIT subsidiaries dised below, in applying all the federal
income tax REIT qualification requirements desatibethis summary, all assets, liabilities and isemf income, deduction and credit of our
direct and indirect wholly-owned subsidiaries aeated as ours.

We may invest in real estate through oneore limited or general partnerships or limiteabllity companies that are treated as
partnerships for federal income tax purposes. énctise of a REIT that is a partner in a partnershgulations under the IRC provide that, for
purposes of the REIT qualification requirementsardgg income and assets discussed below, the REl@emed to own its proportionate
share of the assets of the partnership correspgiidithe REIT's proportionate capital interestiia partnership and is deemed to be entitls
the income of the partnership attributable to finigportionate share. In addition, for these purppee character of the assets and gross
income of the partnership generally retain the selnagacter in the hands of the REIT.
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Accordingly, our proportionate share of the asdetbilities, and items of income of each partngsh which we become a partner is treated
as ours for purposes of the income tests and eesgetdiscussed below. In contrast, for purposéseodlistribution requirement discussed
below, we would take into account as a partnersbare of the partnership's income as determinedrithd general federal income tax rules
governing partners and partnerships under Sectidhshrough 777 of the IRC.

Taxable REIT Subsidiaries.We are permitted to own any or all of the sii@s of a "taxable REIT subsidiary" as defined in
Section 856(]) of the IRC, provided that no morant25% of our assets, at the close of each quétesmprised of our investments in the
stock or securities of our taxable REIT subsidgr{€or our 2001 through 2008 taxable years, ncerttean 20% of our assets, at the close of
each quarter, was permitted to be comprised ofrm@istments in the stock or securities of our téx&EIT subsidiaries; before the
introduction of taxable REIT subsidiaries in 200 ability to own separately taxable corporatesadibries was more limited.) Among other
requirements, a taxable REIT subsidiary must:

@ be a non-REIT corporation for federal income tagppses in which we directly or indirectly own stsre
(2)  join with us in making a taxable REIT subsidiargation;
3) not directly or indirectly operate or manage a laddacility or a health care facility; and

(C))] not directly or indirectly provide to any persomder a franchise, license, or otherwise, rightany brand name under which
any lodging facility or health care facility is apéed, except that in limited circumstances a sufdfnise, sublicense or similar
right can be granted to an independent contractopérate or manage a lodging facility or, after 2008 taxable year, a hea
care facility.

In addition, a corporation other than a Rl which a taxable REIT subsidiary directly odirectly owns more than 35% of the voting
power or value will automatically be treated asyeable REIT subsidiary. Subject to the discussielows, we believe that we and each of our
taxable REIT subsidiaries have complied with, arlla@ntinue to comply with, the requirements faxable REIT subsidiary status at all
times during which we intend for the subsidiargsatble REIT subsidiary election to be in effect] are believe that the same will be true for
any taxable REIT subsidiary that we later form cojare.

Our ownership of stock and securities katde REIT subsidiaries is exempt from the 10% 5#dREIT asset tests discussed below.
Also, as discussed below, taxable REIT subsidiardesperform services for our tenants without didifiying the rents we receive from those
tenants under the 75% or 95% gross income testastied below. Moreover, because taxable REIT sialbigisl are taxed as C corporations
that are separate from us, their assets, lialsldied items of income, deduction and credit gelyeaa¢ not imputed to us for purposes of the
REIT qualification requirements described in thisngnary. Therefore, taxable REIT subsidiaries careggdly undertake third-party
management and development activities and actwvitag related to real estate. Finally, while a RElgenerally limited in its ability to earn
qualifying rental income from a taxable REIT sulisig, a REIT can earn qualifying rental income frim lease of a qualified health care
property to a taxable REIT subsidiary for taxat#ans beginning after July 30, 2008 if an eligiloldépendent contractor operates the facility,
as discussed more fully below.

Restrictions are imposed on taxable REBskliaries to ensure that they will be subjectrt@ppropriate level of federal income
taxation. For example, a taxable REIT subsidiary mat deduct interest paid in any year to an ati#ld REIT to the extent that the interest
payments exceed, generally, 50% of the taxable REDBEidiary's adjusted taxable income for that yidawever, the taxable REIT subsidi:
may carry forward the disallowed interest expensa succeeding year, and
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deduct the interest in that later year subjech&b year's 50% adjusted taxable income limitatinraddition, if a taxable REIT subsidiary pays
interest, rent, or other amounts to its affiliaBEIT in an amount that exceeds what an unrelated plarty would have paid in an arm's len
transaction, then the REIT generally will be subjecan excise tax equal to 100% of the excessiveégm of the payment. Finally, if in
comparison to an arm's length transaction, a temambverpaid rent to the REIT in exchange for gralgng the taxable REIT subsidiary for
services rendered, then the REIT may be subjean &xcise tax equal to 100% of the overpaymentrelb@n be no assurance that
arrangements involving our taxable REIT subsidgwil not result in the imposition of one or markthese deduction limitations or excise
taxes, but we do not believe that we are or wilsbkject to these impositions.

Income Tests. There are two gross income requirements folifipadion as a REIT under the IRC:

. At least 75% of our gross income (excluding: (adsgrincome from sales or other dispositions of @riypheld primarily for
sale; (b) any income arising from "clearly idersifi hedging transactions that we enter into afigr 30, 2008 to manage
interest rate or price fluctuations with respedbdorowings we incur to acquire or carry real estgsets; (c) any income
arising from "clearly identified" hedging transaxcts that we enter into after July 30, 2008 prirganl manage risk of currency
fluctuations relating to any item that qualifiesden the 75% or 95% gross income tests; (d) reate$breign exchange gain
defined in Section 856(n)(2) of the IRC) that weagnize after July 30, 2008; and (e) income fromrdpurchase or discharge
of indebtedness) must be derived from investmesiéding to real property, including "rents fromIrpeoperty” as defined
under Section 856 of the IRC, interest and gaimfroortgages on real property, income and gain fianeclosure property, or
dividends and gain from shares in other REITs. Wihienmeceive new capital in exchange for our sharés a public offering
of five-year or longer debt instruments, incomeilattable to the temporary investment of this napital in stock or a debt
instrument, if received or accrued within one yafour receipt of the new capital, is generallyoajsialifying income under ti
75% gross income test.

. At least 95% of our gross income (excluding: (adsgrincome from sales or other dispositions of @riypheld primarily for
sale; (b) any income arising from "clearly iderifi hedging transactions that we enter into to rganmaterest rate or price
fluctuations with respect to borrowings we incuratmuire or carry real estate assets; (c) any iecatising from "clearly
identified" hedging transactions that we enter gfter July 30, 2008 primarily to manage risk ofrency fluctuations relating
to any item that qualifies under the 75% or 95%sgrimcome tests; (d) passive foreign exchange(gaidefined in Section 856
(n)(3) of the IRC) that we recognize after July 3008; and (e) income from the repurchase or digehaf indebtedness) must
be derived from a combination of items of real @y income that satisfy the 75% gross incomedestribed above,
dividends, interest, or gains from the sale or a#on of stock, securities, or real property.

For purposes of the 75% and 95% gross incomedeatiiaed above, income derived from a "shared apatien provision” in a mortgage lo

is generally treated as gain recognized on thedfdlee property to which it relates. Although walwse our best efforts to ensure that the
income generated by our investments will be ofpee tthat satisfies both the 75% and 95% gross indesis, there can be no assurance in this
regard.

In order to qualify as "rents from real peoty" under Section 856 of the IRC, several regragnts must be met:

. The amount of rent received generally must notdsefd on the income or profits of any person, but beabased on receipts
sales.
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. Rents do not qualify if the REIT owns 10% or moyeviote or value of the tenant, whether directhafier application of
attribution rules. While we intend not to leasegandy to any party if rents from that property webulot qualify as rents from
real property, application of the 10% ownershigerisl dependent upon complex attribution rules amtimstances that may be
beyond our control. For example, an unaffiliateiddtiparty's ownership directly or by attribution% or more by value of
our shares, as well as an ownership position irstbek of one of our tenants which, when addeditoown ownership positia
in that tenant, totals 10% or more by vote or valfithe stock of that tenant, would result in tteatant's rents not qualifying as
rents from real property; in this regard, we alseadn close to, but less than, 10% of the outstajmdommon shares of Five
Star, and Five Star has undertaken to limit itenegtions of outstanding common shares so that wetloome to own 10%
more of its outstanding common shares. Our deabaraf trust disallows transfers or purported asfians, directly or by
attribution, of our shares to the extent necestanmgaintain our REIT status under the IRC. Nevdetde there can be no
assurance that these provisions in our declarafidrust will be effective to prevent our REIT statfrom being jeopardized
under the 10% affiliated tenant rule. Furthermdémere can be no assurance that we will be ableotuitor and enforce these
restrictions, nor will our shareholders necessdrédyaware of ownership of shares attributed to theder the IRC's attribution
rules.

. There is a limited exception to the above prohibitbn earning "rents from real property" from a 18fiated tenant, if the
tenant is a taxable REIT subsidiary. If at lea$tatf the leased space of a property is leasechtimts other than taxable REIT
subsidiaries and 10% affiliated tenants, and iftth@ble REIT subsidiary's rent for space at thaperty is substantially
comparable to the rents paid by nonaffiliated tém&or comparable space at the property, then wikerqualifying rents paid
by the taxable REIT subsidiary to the REIT will et disqualified on account of the rule prohibiti@fb affiliated tenants.

. Commencing with our 2009 taxable year, there iadditional exception to the above prohibition omésy "rents from real
property" from a 10% affiliated tenant. For thiglanal exception to apply, a real property ingtri@ a "qualified health care
property" must be leased by the REIT to its tax&H#4T subsidiary, and the facility must be operatadehalf of the taxable
REIT subsidiary by a person who is an "eligibledpdndent contractor,” all as described in Sec@&gd)(8)-(9) and 856(e)
(6)(D) of the IRC.

. In order for rents to qualify, we generally must manage the property or furnish or render servicébe tenants of the
property, except through an independent contrdotar whom we derive no income or through one oftaxable REIT
subsidiaries. There is an exception to this ruleniiting a REIT to perform customary tenant sersioéthe sort that a tax-
exempt organization could perform without beingsidared in receipt of "unrelated business taxaiiterne" as defined in
Section 512(b)(3) of the IRC. In additionda minimisamount of noncustomary services will not disqualiigome as "rents
from real property” so long as the value of theeémpissible services does not exceed 1% of the gnossne from the

property.

. If rent attributable to personal property leaseddnnection with a lease of real property is 15%ess of the total rent received
under the lease, then the rent attributable toopatsproperty will qualify as "rents from real peapy”; if this 15% threshold is
exceeded, the rent attributable to personal prgpdgtt not so qualify. The portion of rental incomireated as attributable to
personal property is determined according to thie od the fair market value of the personal prapéo the total fair market
value of the real and personal property that isagkn

We believe that all or substantially all our rehéve qualified and will qualify as rents from reabperty for purposes of Section 856 of the
IRC.
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In order to qualify as mortgage interesteal property for purposes of the 75% test, irgiengust derive from a mortgage loan secure
real property with a fair market value, at the tithe loan is made, at least equal to the amouttiteofoan. If the amount of the loan exceeds
the fair market value of the real property, theiast will be treated as interest on a mortgage ilo@ ratio equal to the ratio of the fair mar
value of the real property to the total amounthef tnortgage loan.

Absent the "foreclosure property” rulesSefction 856(e) of the IRC, a REIT's receipt of bass operating income from a property wi
not qualify under the 75% and 95% gross income t&sit as foreclosure property, gross income fraohs business operation would so
qualify. In the case of property leased by a REIG tenant, foreclosure property is defined un@etieable Treasury regulations to include
generally the real property and incidental perspnaperty that the REIT reduces to possession apefault or imminent default under the
lease by the tenant, and as to which a foreclgsumgerty election is made by attaching an approgpstatement to the REIT's federal income
tax return. Any gain that a REIT recognizes ongale of foreclosure property held as inventoryranarily for sale to customers, plus any
income it receives from foreclosure property thatild not qualify under the 75% gross income tesh@absence of foreclosure property
treatment, reduced by expenses directly connecithdie production of those items of income, wolbkdsubject to income tax at the
maximum corporate rate, currently 35%, under thedimsure property income tax rules of Section BE4{ of the IRC. Thus, if a REIT
should lease foreclosure property in exchangedior that qualifies as "rents from real propertytiascribed above, then that rental income is
not subject to the foreclosure property income tax.

Other than sales of foreclosure property, @ain we realize on the sale of property helthasntory or other property held primarily for
sale to customers in the ordinary course of busimgls be treated as income from a prohibited teation that is subject to a penalty tax at a
100% rate. This prohibited transaction income aisy adversely affect our ability to satisfy the 7&8@ 95% gross income tests for federal
income tax qualification as a REIT. We cannot pdevassurances as to whether or not the IRS mighessfully assert that one or more of
our dispositions is subject to the 100% penalty kbowever, we believe that dispositions of asdeswe have made or that we might mak
the future will not be subject to the 100% penddty, because we intend to:

. own our assets for investment with a view to loagrt income production and capital appreciation;

. engage in the business of developing, owning anmtagiag our existing properties and acquiring, depiglg, owning and
managing new properties; and

. make occasional dispositions of our assets consigti¢h our long-term investment objectives.

If we fail to satisfy one or both of the%%r the 95% gross income tests in any taxable, ygamay nevertheless qualify as a REIT for
that year if we satisfy the following requirements:

. our failure to meet the test is due to reasonatlise and not due to willful neglect, and

. after we identify the failure, we file a scheduksdribing each item of our gross income includeith@n75% or 95% gross
income tests for that taxable year.

It is impossible to state whether in all circumstaswe would be entitled to the benefit of thigefgbrovision for the 75% and 95% gross
income tests. Even if this relief provision doeplgpa 100% tax is imposed upon the greater ofitheunt by which we failed the 75% test or
the 95% test, with adjustments, multiplied by a&fi@n intended to reflect our profitability. Thislief provision applies to any failure of the
applicable income tests, even if the failure forsturred in a prior taxable year.
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Asset Tests. At the close of each quarter of each taxabde,yee must also satisfy the following asset pesagatests in order to
qualify as a REIT for federal income tax purposes:

. At least 75% of our total assets must consist aff @state assets, cash and cash items, shardeirREITS, government
securities, and temporary investments of new clftitat is, stock or debt instruments purchaseti wibceeds of a stock
offering or a public offering of our debt with ane of at least five years, but only for the onerygariod commencing with our
receipt of the offering proceeds).

. Not more than 25% of our total assets may be repted by securities other than those securitigscthant favorably toward
the preceding 75% asset test.

. Of the investments included in the preceding 25%etslass, the value of any one non-REIT issuecsrgies that we own
may not exceed 5% of the value of our total assetddition, we may not own more than 10% of theewor value of any one
non-REIT issuer's outstanding securities, unleasifisuer is our taxable REIT subsidiary or theigées are "straight debt"
securities or otherwise excepted as discussed below

. Our stock and securities in a taxable REIT subsjdiae exempted from the preceding 10% and 5% #sstst However, no
more than 25% (for our 2008 taxable year and eali@6) of our total assets may be representeddak ®r securities of
taxable REIT subsidiaries.

When a failure to satisfy the above asssistresults from an acquisition of securitiestbeoproperty during a quarter, the failure can be
cured by disposition of sufficient nonqualifyingsass within 30 days after the close of that quarter

In addition, if we fail the 5% value testtbe 10% vote or value tests at the close of arartgr and do not cure such failure within
30 days after the close of that quarter, that failuill nevertheless be excused if (a) the faiisrde minimis and (b) within 6 months after the
last day of the quarter in which we identify théuee, we either dispose of the assets causindgihee or otherwise satisfy the 5% value and
10% vote and value asset tests. For purposesffatef provision, the failure will be "de mininiig the value of the assets causing the
failure does not exceed the lesser of (a) 1% ofdted value of our assets at the end of the relegaarter or (b) $10,000,000. If our failure is
not de minimis, or if any of the other REIT asssit$ have been violated, we may nevertheless gaalif REIT if (a) we provide the IRS
with a description of each asset causing the fil(p) the failure was due to reasonable caus@andillful neglect, (c) we pay a tax equal to
the greater of (1) $50,000 or (2) the highest ehtorporate tax imposed (currently 35%) on theimedme generated by the assets causin
failure during the period of the failure, and (djhin 6 months after the last day of the quartewiich we identify the failure, we either
dispose of the assets causing the failure or otkersatisfy all of the REIT asset tests. Thesefreliovisions apply to any failure of the
applicable asset tests, even if the failure ficstusred in a prior taxable year.

The IRC also provides an excepted secar#iéde harbor to the 10% value test that includesng other items (a) "straight debt"
securities, (b) certain rental agreements in wpgyment is to be made in subsequent years, (cdlligation to pay rents from real property,
(d) securities issued by governmental entities @&hatnot dependent in whole or in part on the gaff or payments from a nongovernmental
entity, and (e) any security issued by another REIT

We have maintained and will continue tomtein records of the value of our assets to doctim@ncompliance with the above asset
tests, and intend to take actions as may be ratjtoreure any failure to satisfy the tests withindays after the close of any quarter.

Our Relationship with Five Star. On December 31, 2001, we and CWH spun off aubistily all of our Five Star common shares. In
August 2009, we closed a mortgage financing wittvViA\ and in connection with the FNMA transaction, vealigned our leases with Five
Star. Pursuant to the terms
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of the realignment agreement, we also purchaséi® A0 common shares from Five Star, which, whemeggated with our prior ownership

of Five Star common shares, then represented ajppatedy 9.1% of the total common shares of Five Stastanding (approximately 9.0%

of December 31, 2010), determined after this newaace. Our leases with Five Star, Five Star'sehdhe transaction agreement governing
the 2001 spin off, and the realignment agreemeltgatively contain restrictions upon the ownersbfg-ive Star common shares and require
Five Star to refrain from taking any actions thatymesult in any affiliation with us that would jeardize our qualification as a REIT under
the IRC. Accordingly, commencing with our 2002 tabeayear, we expect that the rental income we veceom Five Star and its subsidiaries
will be "rents from real property" under Sectior6@®) of the IRC, and therefore qualifying incomealanthe 75% and 95% gross income tests
described above.

Leases with Taxable REIT Subsidiariedn certain future circumstances, we may finadvantageous to lease properties to one or more
taxable REIT subsidiaries. For example, in respdnselease default or expiration, we may choodease a reclaimed qualified health care
property to a taxable REIT subsidiary, which imtwould engage an eligible independent contraetihin the meaning of Section 856(d)(9)
(A) of the IRC) to manage and operate the propé&iy.these purposes, a qualified health care ptpmedefined in Section 856(¢e)(6)(D)(i)
the IRC and includes both health care facilitied property necessary or incidental to the usehsfadth care facility. In any such transaction
involving a taxable REIT subsidiary, our intent ebbe that the rents paid to us by the taxable Rilisidiary would qualify as "rents from
real property" under the REIT gross income testsrsarized above.

Annual Distribution Requirements.In order to qualify for taxation as a REIT untlee IRC, we are required to make annual
distributions other than capital gain dividend®tw shareholders in an amount at least equal texbess of:

(A) the sum of 90% of our "real estatedstiment trust taxable income," as defined in Se@&mr of the IRC, computed by
excluding any net capital gain and before taking account any dividends paid deduction for whiehawe eligible, and 90% of our
net income after tax, if any, from property receliwe foreclosure, over

(B) the sum of our qualifying noncash imese.g., imputed rental income or income from transadimradvertently failing to
qualify as like-kind exchanges.

The distributions must be paid in the taxable yeavhich they relate, or in the following taxablesy if declared before we timely file our tax
return for the earlier taxable year and if paidootvefore the first regular distribution paymerteathat declaration. If a dividend is declare
October, November, or December to shareholdersaaird during one of those months, and is paid dutie following January, then for
federal income tax purposes the dividend will leated as having been both paid and received omibese31 of the prior taxable year. A
distribution which is not pro rata within a clagsoar beneficial interests entitled to a distriloutj or which is not consistent with the rights to
distributions among our classes of beneficial ig&s, is a preferential distribution that is néetainto consideration for purposes of the
distribution requirements, and accordingly the pagtrof a preferential distribution could affect @lnility to meet the distribution
requirements. Taking into account our distributpaicies, including the dividend reinvestment plem have adopted, we do not believe that
we have made or will make any preferential distiims. The distribution requirements may be waibgdhe IRS if a REIT establishes that it
failed to meet them by reason of distributions resly made to meet the requirements of the 4%sextzix discussed below. To the extent
that we do not distribute all of our net capitaingand all of our real estate investment trust lidexancome, as adjusted, we will be subject to
tax on undistributed amounts.

In addition, we will be subject to a 4% deductible excise tax to the extent we fail withinalendar year to make required distributions
to our shareholders of 85% of our ordinary income a
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95% of our capital gain net income plus the excéssyy, of the "grossed up required distributidat the preceding calendar year over the
amount treated as distributed for that preceditenckar year. For this purpose, the term "grossekgpired distribution” for any calendar
year is the sum of our taxable income for the adderyear without regard to the deduction for divide paid and all amounts from ear!
years that are not treated as having been distdbunder the provision. We will be treated as hgrgufficient earnings and profits to treat
dividend any distribution by us up to the amoumjiieed to be distributed in order to avoid impasitof the 4% excise tax.

If we do not have enough cash or othelidigissets to meet the 90% distribution requiremeavgsmay find it necessary and desirable to
arrange for new debt or equity financing to providieds for required distributions in order to maintour REIT status. We can provide no
assurance that financing would be available fosefgurposes on favorable terms.

We may be able to rectify a failure to gafyficient dividends for any year by paying "dediacy dividends" to shareholders in a later
year. These deficiency dividends may be includeslindeduction for dividends paid for the earlieay, but an interest charge would
imposed upon us for the delay in distribution.

In addition to the other distribution reguments above, to preserve our status as a REAreveequired to timely distribute C corporal
earnings and profits that we inherit from acquicedborations.

Acquisition of C Corporations

On each of January 11, 2002, March 31, 26808 November 1, 2008, we acquired all of thetantting stock of a C corporation. At the
time of those acquisitions, certain of those C ooafions directly or indirectly owned all of thetstanding equity interests in various
corporate and noncorporate subsidiaries. On Octbl2006, we acquired all of the outstanding stafcékn S corporation and its disregarded
entity subsidiary, which were formerly C corporatoUpon these acquisitions, each of the acquinéties became either our qualified REIT
subsidiary under Section 856(i) of the IRC or aatiarded entity under Treasury regulations issueldiuSection 7701 of the IRC. Thus, a
the acquisition, all assets, liabilities and iteshincome, deduction and credit of the acquiredtiesthave been treated as ours for purposes o
the various REIT qualification tests described ahdm addition, we generally were treated as tleessor to the acquired entities' federal
income tax attributes, such as those entities'stetjutax bases in their assets and their depratistihedules; we were also treated as the
successor to the acquired corporate entities' megsrand profits for federal income tax purposeanif.

Built-in Gains from C Corporations. As described above, notwithstanding our quadifon and taxation as a REIT, we may still be
subject to corporate taxation in particular circtamses. Specifically, if we acquire an asset frooeoration in a transaction in which our
adjusted tax basis in the asset is determinedfbyerce to the adjusted tax basis of that assbkihands of a present or former C corpora
and if we subsequently recognize gain on the diSpof that asset during the ten year period beigig on the date on which the asset
ceased to be owned by the C corporation, then Weyernerally pay tax at the highest regular corpotax rate, currently 35%, on the lesse
(1) the excess, if any, of the asset's fair markéte over its adjusted tax basis, each deternmasedf the time the asset ceased to be owned by
the C corporation, or (2) our gain recognized mdisposition. Accordingly, any taxable dispositafran asset so acquired during the
applicable ten year period could be subject taader these rules. Notwithstanding the ten yeargeition period otherwise prescribed, the
recognition period is reduced from ten to five yefar the 2011 tax year. Thus, for example, anyl2figposition of assets that we acquired in
the January 11, 2002 transaction would not attraqiorate level tax. However, we have not dispoaad,have no present plan or intent to
dispose, of any material assets acquired in sacisactions.
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To the extent of our gains in a taxablerybat are subject to the built-in gains tax ddmmtiabove, net of any taxes paid on such gains
with respect to that taxable year, our taxabled#inds paid to you in the following year are eligifidr treatment as qualified dividends that
are taxed to our noncorporate shareholders at gxérmum capital gain rate of 15% (scheduled to exfur taxable years beginning after
December 31, 2012).

Earnings and Profits. A REIT may not have any undistributed C corfioraearnings and profits at the end of any taxgbhber. Upon
the closing of our corporate acquisitions, we sadeé to the undistributed earnings and profitanif, of the acquired corporate entities. T
we needed to distribute any such earnings andtpmudi later than the end of the applicable tax.yiéare failed to do so, we would not qua
to be taxed as a REIT for that year and a numbgearfs thereafter, unless we are able to rely emalief provision described below.

Although Sullivan & Worcester LLP is unaliterender an opinion on factual determinationdisascthe amount of undistributed earni
and profits, we made an investigation of or retdiaecountants to compute the amount of undistribaeggnings and profits that we inherited
in our corporate acquisitions. Based on these klons, we believe that we did not inherit any istributed earnings and profits that
remained undistributed at the end of the applictdbteyear. However, there can be no assurancéhdRS would not, upon subsequent
examination, propose adjustments to our calculaifdhe undistributed earnings and profits thatimreerited, including adjustments that
might be deemed necessary by the IRS as a restdt@famination of the companies we acquirednihsuch examination, the IRS might
consider all taxable years of the acquired subsétiaas open for review for purposes of its prodasdjustments. If it is subsequently
determined that we had undistributed earnings aofitpas of the end of the applicable tax yearmay be eligible for a relief provision
similar to the "deficiency dividends" procedure até®ed above. To utilize this relief provision, weuld have to pay an interest charge fol
delay in distributing the undistributed earnings @nofits; in addition, we would be required totdlsute to our shareholders, in addition to
our other REIT distribution requirements, the antmfrthe undistributed earnings and profits legsittierest charge paid.

Depreciation and Federal Income Tax Treatment of Lases

Our initial tax bases in our assets withgelly be our acquisition cost. We will generallgpreciate our real property on a straight-line
basis over 40 years and our personal propertytbeeapplicable shorter periods. These depreciatbedules may vary for properties that we
acquire through tax-free or carryover basis actjors.

We are entitled to depreciation deductimom our facilities only if we are treated for fedbincome tax purposes as the owner of the
facilities. This means that the leases of the itaesl must be classified for federal income taxpmses as true leases, rather than as sales or
financing arrangements, and we believe this tdhbecaise. In the case of sale-leaseback arrangertient®S could assert that we realized
prepaid rental income in the year of purchaseacetttent that the value of a leased property,eatithe of purchase, exceeded the purchase
price for that property. While we believe that ttadue of leased property at the time of purchadendi exceed purchase prices, because «
lack of clear precedent we cannot provide assusaasdo whether the IRS might successfully askeréxistence of prepaid rental income in
any of our sale-leaseback transactions.

Taxation of U.S. Shareholders

The maximum individual federal income taterfor long-term capital gains is generally 15%hé&duled to increase to 20% for taxable
years beginning after December 31, 2012) and fatmarporate dividends is generally also 15% (solegbto increase to ordinary incot
rates for taxable years beginning after Decembe312). However, because we are not generallyestiy federal
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income tax on the portion of our REIT taxable in@an capital gains distributed to our shareholddiksdends on our shares generally are
eligible for such 15% tax rate on dividends whilattrate is in effect. As a result, our ordinaryidiénds continue to be taxed at the higher

federal income tax rates applicable to ordinargine. However, the favorable federal income taxsrédelong-term capital gains, and while
in effect, for dividends, generally apply to:

(1)  your long-term capital gains, if any, recognizedioa disposition of our shares;

2 our distributions designated as long-term capiéh glividends (except to the extent attributablectl estate depreciation
recapture, in which case the distributions areestttip a maximum 25% federal income tax rate);

3) our dividends attributable to dividends, if anyce®ed by us from non-REIT corporations such aaliexREIT subsidiaries;
and

()] our dividends to the extent attributable to incarpen which we have paid federal corporate incorre ta

As long as we qualify as a REIT for fedenalome tax purposes, a distribution to our U.&rsholders that we do not designate as a
capital gain dividend will be treated as an ordiniacome dividend to the extent of our current cclwanulated earnings and profits.
Distributions made out of our current or accumulatarnings and profits that we properly designateagital gain dividends will be taxed as
longterm capital gains, as discussed below, to thenextey do not exceed our actual net capital gatiritfe taxable year. However, corpo
shareholders may be required to treat up to 20&hpfcapital gain dividend as ordinary income urfieetion 291 of the IRC.

In addition, we may elect to retain netit@main income and treat it as constructivelytriisited. In that case:

(1) we will be taxed at regular corporate capital gaénsrates on retained amounts;

2 each U.S. shareholder will be taxed on its deseghptoportionate share of our retained net cagéals as though that amount
were distributed and designated a capital gairddivi;

) each U.S. shareholder will receive a credit fod#signated proportionate share of the tax thahaye

4) each U.S. shareholder will increase its adjusteisbia our shares by the excess of the amouns gir@portionate share of the
retained net capital gains over its proportionagzrs of the tax that we pay; and

(5) both we and our corporate shareholders will makemensurate adjustments in our respective earnimgjpwofits for federal
income tax purposes.

If we elect to retain our net capital gains in tlaishion, we will notify our U.S. shareholders lo¢ trelevant tax information within 60 days
after the close of the affected taxable year.

As discussed above, for noncorporate Uh&eholders, long-term capital gains are genetalgd at maximum rates of 15% (scheduled
to increase to 20% for taxable years beginning &teember 31, 2012) or 25%, depending upon the ¢fproperty disposed of and the
previously claimed depreciation with respect t@ ghioperty. If for any taxable year we designafatahgain dividends for U.S. shareholders,
then a portion of the capital gain dividends wegleate will be allocated to the holders of a paitic class of shares on a percentage basis
equal to the ratio of the amount of the total dérids paid or made available for the year to thddrslof that class of shares to the total
dividends paid or made available for the year tioléws of all classes of our shares. We will sinilalesignate the portion of any capital gain
dividend that is to be taxed to noncorporate Uh&reholders at the maximum rates of 15% (schedual@ttrease to 20% for taxable years
beginning
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after December 31, 2012) or 25% so that the deS@rsawill be proportionate among all classes af shares.

Distributions in excess of current or acalated earnings and profits will not be taxabl@atd.S. shareholder to the extent that they do
not exceed the shareholder's adjusted tax ba#lig ishareholder's shares, but will reduce the bblter's basis in those shares. To the extent
that these excess distributions exceed the adjbsigid of a U.S. shareholder's shares, they wilhtladed in income as capital gain, with
long-term gain generally taxed to noncorporate Gtfareholders at a maximum rate of 15% (scheduol@tttease to 20% for taxable years
beginning after December 31, 2012). No U.S. shddelhanay include on his federal income tax retum af our net operating losses or any
of our capital losses.

If a dividend is declared in October, Novem or December to shareholders of record dunmegad those months, and is paid during the
following January, then for federal income tax msgs the dividend will be treated as having beé¢h paid and received on December 31 of
the prior taxable year. Also, items that are treéaliéerently for regular and alternative minimuaxtpurposes are to be allocated between a
REIT and its shareholders under Treasury regulgtignich are to be prescribed. It is possible thasé Treasury regulations will require tax
preference items to be allocated to our shareheldih respect to any accelerated depreciationtterdax preference items that we claim.

A U.S. shareholder will generally recognigén or loss equal to the difference between theumt realized and the shareholder's
adjusted basis in our shares that are sold or exglth This gain or loss will be capital gain orslaand will be longerm capital gain or loss
the shareholder's holding period in the shareseziscene year. In addition, any loss upon a saéxanange of our shares held for six months
or less will generally be treated as a long-terpitealoss to the extent of our long-term capitaingdividends during the holding period.

For taxable years beginning after Decen3fie2012, U.S. holders who are individuals, estatdasusts will generally be required to pe
new 3.8% Medicare tax on their net investment inegimcluding dividends on and gains from the saletber disposition of our shares), o
the case of estates and trusts on their net ineggtimcome that is not distributed, in each cagbeaxtent that their total adjusted income
exceeds applicable thresholds.

The IRC imposes a penalty for the failurgtoperly disclose a "reportable transaction.'®epartable transaction currently includes,
among other things, a sale or exchange of our shiaseilting in a tax loss in excess of (a) $10iamilin any single year or $20 million in any
combination of years in the case of our sharesIelal C corporation or by a partnership with onlgd®poration partners or (b) $2 million in
any single year or $4 million in any combinationyefrs in the case of our shares held by any péagnership or an S corporation, trust or
individual, including losses that flow through paissough entities to individuals. A taxpayer dis®e a reportable transaction by filing IRS
Form 8886 with its federal income tax return amahie first year of filing, a copy of Form 8886 nbs sent to the IRS's Office of Tax She
Analysis. The penalty for failing to disclose aogpble transaction is generally $10,000 in thesadsa natural person and $50,000 in any
other case.

Noncorporate U.S. shareholders who borrtavd$ to finance their acquisition of our sharedate limited in the amount of deductions
allowed for the interest paid on the indebtednessrred. Under Section 163(d) of the IRC, intepestl or accrued on indebtedness incurred
or continued to purchase or carry property heldrfeestment is generally deductible only to thesexiof the investor's net investment incc
A U.S. shareholder's net investment income willide ordinary income dividend distributions receifeom us and, if an appropriate elec
is made by the shareholder, capital gain dividasttidutions received from us; however, distribngdreated as a nontaxable return of the
shareholder's basis will not enter into the comianieof net investment income.
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Taxation of Tax-Exempt Shareholders

In Revenue Ruling 66-106, the IRS ruled #mounts distributed by a REIT to a tax-exemptleyges' pension trust did not constitute
"unrelated business taxable income," even thoughR&IT may have financed some of its activitieweitquisition indebtedness. Although
revenue rulings are interpretive in nature andestttip revocation or modification by the IRS, bagpdn the analysis and conclusion of
Revenue Ruling 66-106, our distributions made &raholders that are tax-exempt pension plans, ishai retirement accounts, or other
qualifying tax-exempt entities should not consétutirelated business taxable income, providedhieaghareholder has not financed its
acquisition of our shares with "acquisition indelstess" within the meaning of the IRC, and provitiether that, consistent with our present
intent, we do not hold a residual interest in d estate mortgage investment conduit.

Tax-exempt pension trusts that own mora tt@6 by value of a "pension-held REIT" at any tiduging a taxable year may be required
to treat a percentage of all dividends receivethftbe pension-held REIT during the year as unrélbtesiness taxable income. This
percentage is equal to the ratio of:

(1) the pension-held REIT's gross income derived frloenconduct of unrelated trades or businesses,ndieted as if the pension-
held REIT were a tax-exempt pension fund, lessctiegpenses related to that income, to

(2) the pension-held REIT's gross income from all sesiréess direct expenses related to that income,
except that this percentage shall be deemed teroeunless it would otherwise equal or exceed 5%EAT is a pension-held REIT if:

. the REIT is "predominantly held" by tax-exempt gendrusts; and

. the REIT would fail to satisfy the "closely heldvnership requirement discussed above if the stotdeneficial interests in tl
REIT held by tax-exempt pension trusts were vieagtheld by tax-exempt pension trusts rather thahdiy respective
beneficiaries.

A REIT is predominantly held by tax-exempt pendiarsts if at least one tax-exempt pension trustomnore than 25% by value of the
REIT's stock or beneficial interests, or if onarare tax-exempt pension trusts, each owning mane 19% by value of the REIT's stock or
beneficial interests, own in the aggregate mora 826 by value of the REIT's stock or beneficiaéiasts. Because of the share ownership
concentration restrictions in our declaration abtr we believe that we are not and will not beason-held REIT. However, because our
shares are publicly traded, we cannot completetyrobwhether or not we are or will become a pendield REIT.

Social clubs, voluntary employee benefiioasations, supplemental unemployment benefitdrastl qualified group legal services plans
exempt from federal income taxation under Sectisigc)(7), (c)(9), (c)(17) and (c)(20) of the IREspectively, are subject to different
unrelated business taxable income rules, whichrgéinavill require them to characterize distributfrom a REIT as unrelated business
taxable income. In addition, these prospective stams should consult their own tax advisors coriograny "set aside" or reserve
requirements applicable to them.

Taxation of Non-U.S. Shareholders

The rules governing the United States faidacome taxation of non-U.S. shareholders areptexy and the following discussion is
intended only as a summary of these rules. If yeuaanon-U.S. shareholder, we urge you to consthtyour own tax advisor to determine
the impact of United States federal, state, lcmad| foreign tax laws, including any tax returmigiand other reporting requirements, with
respect to your investment in our shares.
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In general, a non-U.S. shareholder wilkbbject to regular United States federal incomendke same manner as a U.S. shareholder
with respect to its investment in our shares if theestment is effectively connected with the nd1s. shareholder's conduct of a trade or
business in the United States (and, if providedmypplicable income tax treaty, is attributabla fmermanent establishment or fixed base the
non-U.S. shareholder maintains in the United Statesaddition, a corporate non-U.S. shareholdat thceives income that is or is deemed
effectively connected with a trade or busineshiWnited States may also be subject to the 30%chrarofits tax under Section 884 of the
IRC, which is payable in addition to regular Unitethates federal corporate income tax. The balahttésodiscussion of the United States
federal income taxation of non-U.S. shareholdedsesbes only those non-U.S. shareholders whosstineat in our shares is not effectively
connected with the conduct of a trade or busines#ise United States.

A distribution by us to a non-U.S. shareleolthat is not attributable to gain from the salexchange of a United States real property
interest and that is not designated as a capibaldigidend will be treated as an ordinary inconediend to the extent that it is made out of
current or accumulated earnings and profits. Arithistion of this type will generally be subjectimited States federal income tax and
withholding at the rate of 30%, or at a lower riéthe non-U.S. shareholder has in the manner plest by the IRS demonstrated its
entitlement to benefits under a tax treaty. Indase of any in kind distributions of property, weother applicable withholding agents will
collect the amount required to be withheld by rédgdo cash for remittance to the IRS a sufficigaition of the property that the non-U.S.
shareholder would otherwise receive, and the nd@-thareholder may bear brokerage or other costkifowithholding procedure. Because
we cannot determine our current and accumulatedregy and profits until the end of the taxable ygathholding at the rate of 30% or
applicable lower treaty rate will generally be inspd on the gross amount of any distribution toradds. shareholder that we make and do
not designate a capital gain dividend. Notwithstagdhis withholding on distributions in excessoofr current and accumulated earnings and
profits, these distributions are a nontaxable reafrcapital to the extent that they do not exddednhon-U.S. shareholder's adjusted basis in
our shares, and the nontaxable return of capitateduce the adjusted basis in these shares. & extent that distributions in excess of
current and accumulated earnings and profits extte=don-U.S. shareholder's adjusted basis intmanes, the distributions will give rise to
tax liability if the non-U.S. shareholder would ettvise be subject to tax on any gain from the sakxchange of these shares, as discussed
below. A non-U.S. shareholder may seek a refunah fitee IRS of amounts withheld on distributions tm fn excess of our current and
accumulated earnings and profits.

From time to time, some of our distribuganay be attributable to the sale or exchange dediStates real property interests. However,
capital gain dividends that are received by a nd®-Shareholder, including dividends attributabler sales of United States real property
interests, will be subject to the taxation and ttlling regime applicable to ordinary income divide and the branch profits tax will not
apply, provided that (1) the capital gain divideads received with respect to a class of sharesstieegularly traded" on a domestic
"established securities market" such as the Nevk Bbock Exchange, or the NYSE, both as defineddplieable Treasury regulations, and
(2) the non-U.S. shareholder does not own more 58amf that class of shares at any time duringotieyear period ending on the date of
distribution of the capital gain dividends. If baihthese provisions are satisfied, qualifying nds$. shareholders will not be subject to
withholding on capital gain dividends as thoughsthamounts were effectively connected with a Unedes trade or business, and
qualifying non-U.S. shareholders will not be reqdito file United States federal income tax retumnpay branch profits tax in respect of
these capital gain dividends. Instead, these didevill be subject to United States federal incaaxeand withholding as ordinary dividen
currently at a 30% tax rate unless reduced by ealglé treaty, as discussed below. Although themebeano assurance in this regard, we
believe that our common shares have been andesilhin "regularly traded" on a domestic "establisbeclirities market" within the meaning
of applicable Treasury
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regulations; however, we can provide no assurdrateour shares will continue to be "regularly tr@dilen a domestic "established securities
market" in future taxable years.

Except as discussed above, for any yeahioh we qualify as a REIT, distributions that at&ributable to gain from the sale or excha
of a United States real property interest are tdaeinon-U.S. shareholder as if these distribstiware gains effectively connected with a
trade or business in the United States conductdateéopon-U.S. shareholder. Accordingly, a non-@iareholder that does not qualify for the
special rule above will be taxed on these amourttseanormal capital gain rates applicable to a Gtfareholder, subject to any applicable
alternative minimum tax and to a special alterrativinimum tax in the case of nonresident alienviiddials; such a non-U.S. shareholder will
be required to file a United States federal incdaxereturn reporting these amounts, even if appleavithholding is imposed as described
below; and such a non-U.S. shareholder that isatsarporation may owe the 30% branch profits tacewm Section 884 of the IRC in respect
of these amounts. We or other applicable withhgdigents will be required to withhold from distrilmms to such notJ.S. shareholders, ai
remit to the IRS, 35% of the maximum amount of disgribution that could be designated as a capaal dividend. In addition, for purposes
of this withholding rule, if we designate prior tlibutions as capital gain dividends, then subsetidistributions up to the amount of the
designated prior distributions will be treated apital gain dividends. The amount of any tax wittlhe creditable against the non-U.S.
shareholder's United States federal income ta¥itysland the non-U.S. shareholder may file faefund from the IRS of any amount of
withheld tax in excess of that tax liability.

A special "wash sale" rule applies to a-b8. shareholder who owns any class of our sh(gthe shareholder owns more than 5%
of that class of shares at any time during theyeae-period ending on the date of the distributieacribed below, or (2) that class of our
shares is not, within the meaning of applicablea$tey regulations, "regularly traded" on a domé®stablished securities market" such as
the NYSE. Although there can be no assurance sréfgard, we believe that our common shares haate dned will remain “regularly traded"
on a domestic "established securities market" withe meaning of applicable Treasury regulatiohssadiscussed above; however, we can
provide no assurance that our shares will contiouze "regularly traded" on a domestic "establisbeclrities market" in future taxable yei
We thus anticipate this wash sale rule to applgt dll, only to a noJ.S. shareholder that owns more than 5% of eithbecommon shares
any class of our preferred shares. Such a@-shareholder will be treated as having madeash sale" of our shares if it (1) disposes ¢
interest in our shares during the 30 days precetti@@x-dividend date of a distribution by us thit, for such disposition, would have been
treated by the non-U.S. shareholder in whole guairt as gain from the sale or exchange of a UrStates real property interest, and then
(2) acquires or enters into a contract to acquselestantially identical interest in our sharetheziactually or constructively through a related
party, during the 61-day period beginning 30 daysrpo the ex-dividend date. In the event of sachash sale, the non-U.S. shareholder will
have gain from the sale or exchange of a UniteteSt&al property interest in an amount equalegtbrtion of the distribution that, but for
the wash sale, would have been a gain from thessagchange of a United States real property ésteAs discussed above, a non-U.S.
shareholder's gain from the sale or exchange afitetl States real property interest can triggeriased United States taxes, such as the
branch profits tax applicable to non-U.S. corpanadi and increased United States tax filing requénms.

If for any taxable year we designate cajten dividends for our shareholders, then a partf the capital gain dividends we designate
will be allocated to the holders of a particulaass of shares on a percentage basis equal tatihefrthe amount of the total dividends paic
made available for the year to the holders of thets of shares to the total dividends paid or naaddable for the year to holders of all
classes of our shares.
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Tax treaties may reduce the withholdinggailons on our distributions. Under some treatimsyever, rates below 30% that are
applicable to ordinary income dividends from Uni&tdtes corporations may not apply to ordinary imealividends from a REIT or may
apply only if the REIT meets certain additional ditions. You must generally use an applicable IRB¥W-8, or substantially similar form,
to claim tax treaty benefits. If the amount of weixhheld with respect to a distribution to a norsUshareholder exceeds the shareholder's
United States federal income tax liability withpest to the distribution, the non-U.S. sharehoiday file for a refund of the excess from the
IRS. The 35% withholding tax rate discussed abaveane capital gain dividends corresponds to tharman income tax rate applicable to
corporate non-U.S. shareholders but is higher tharturrent 15% and 25% maximum rates on capifabggenerally applicable to
noncorporate non-U.S. shareholders. Treasury régutaalso provide special rules to determine wietfor purposes of determining the
applicability of a tax treaty, our distributionsamon-U.S. shareholder that is an entity shoulttdsed as paid to the entity or to those
owning an interest in that entity, and whetherehsty or its owners are entitled to benefits urithertax treaty. In the case of any in kind
distributions of property, we or other applicablghlvolding agents will have to collect the amouwuired to be withheld by reducing to cash
for remittance to the IRS a sufficient portion bé&tproperty that the non-U.S. shareholder woulémtfse receive, and the non-U.S.
shareholder may bear brokerage or other costhimithholding procedure.

If our shares are not "United States reaperty interests" within the meaning of Sectio7 8 the IRC, then a non-U.S. shareholder's
gain on sale of these shares generally will nailigect to United States federal income taxati@nept that a nonresident alien individual
who was in the United States for 183 days or marénd the taxable year may be subject to a 30%athis gain. Our shares will not
constitute a United States real property inteffestiare a "domestically controlled REIT." A domeally controlled REIT is a REIT in which
at all times during the preceding five-year pelliegs than 50% in value of its shares is held dirextindirectly by foreign persons. We
believe that we have been and will remain a doroaisticontrolled REIT and thus a non-U.S. sharebidédgain on sale of our shares will not
be subject to United States federal income taxatitmwever, because our shares are publicly traded;an provide no assurance that we
been or will remain a domestically controlled REIfTwe are not a domestically controlled REIT, arld.S. shareholder's gain on sale of our
shares will not be subject to United States fedame taxation as a sale of a United Statespreglerty interest if that class of shares is
"regularly traded," as defined by applicable Tregsagulations, on an established securities mdikethe NYSE, and the non-U.S.
shareholder has at all times during the precedimgyfears owned 5% or less by value of that clashares. In this regard, because the shares
of others may be redeemed, a non-U.S. sharehofsircentage interest in a class of our shares ntagase even if it acquires no additional
shares in that class. If the gain on the sale oEbares were subject to United States federahiecaxation, the non-U.S. shareholder will
generally be subject to the same treatment as asbiaBeholder with respect to its gain, will beuiegd to file a United States federal income
tax return reporting that gain, and a corporate-dd®. shareholder might owe branch profits tax ur&kxtion 884 of the IRC. A purchaser of
our shares from a ndd-S. shareholder will not be required to withhofdtbe purchase price if the purchased shares guéaréy traded on a
established securities market or if we are a dagsdist controlled REIT. Otherwise, a purchaser of shares from a non-U.S. shareholder
may be required to withhold 10% of the purchaseeppiaid to the non-U.S. shareholder and to reraitmithheld amount to the IRS.

Withholding and Information Reporting

Information reporting and backup withholglimay apply to distributions or proceeds paid toshareholders under the circumstances
discussed below. The backup withholding rate isenily 28% and is scheduled to increase to 31% a6&2. Amounts withheld under
backup withholding are generally not an additidaaland may be refunded by the IRS or creditedag#lie shareholder's
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federal income tax liability. In the case of anykind distributions of property by us to a shareleo] we or other applicable withholding
agents will have to collect any applicable backugolding by reducing to cash for remittance te tRS a sufficient portion of the property
that our shareholder would otherwise receive, Aadshareholder may bear brokerage or other castkiowithholding procedure.

A U.S. shareholder will be subject to bazkuthholding when it receives distributions on shares or proceeds upon the sale, exch
redemption, retirement or other disposition of shares, unless the U.S. shareholder properly eegonit has previously properly executed,
under penalties of perjury an IRS Form W-9 or saisally similar form that:

. provides the U.S. shareholder's correct taxpayatification number; and

. certifies that the U.S. shareholder is exempt fbaokup withholding because it comes within an emaiee exempt category,
it has not been notified by the IRS that it is sebjo backup withholding, or it has been natifisdthe IRS that it is no longer
subject to backup withholding.

If the U.S. shareholder has not provided and dogépmovide its correct taxpayer identification nuanbn the IRS Form W-9 or substantially
similar form, it may be subject to penalties impbbg the IRS, and we or other applicable withhajdagents may have to withhold a portion
of any distributions or proceeds paid to such Gttareholder. Unless the U.S. shareholder has is$tathlon a properly executed IRS

Form W-9 or substantially similar form that it cosnsithin an enumerated exempt category, distrilmgtior proceeds on our shares paid to it
during the calendar year, and the amount of takheid, if any, will be reported to it and to theSR

Distributions on our shares to a non-Utarsholder during each calendar year and the anoduax withheld, if any, will generally be
reported to the non-U.S. shareholder and to the TR information reporting requirement appliegaedless of whether the non-U.S.
shareholder is subject to withholding on distribat on our shares or whether the withholding wedaaged or eliminated by an applicable tax
treaty. Also, distributions paid to a non-U.S. gerider on our shares may be subject to backupeliling, unless the non-U.S. shareholder
properly certifies its non-U.S. shareholder statasn IRS Form W-8 or substantially similar forntte manner described above. Similarly,
information reporting and backup withholding wibtrapply to proceeds a non-U.S. shareholder reseigen the sale, exchange, redemption,
retirement or other disposition of our sharesh& hon-U.S. shareholder properly certifies its kb8- shareholder status on an IRS Form W-8
or substantially similar form. Even without haviegecuted an IRS Form W-8 or substantially simitanf, however, in some cases
information reporting and backup withholding withtrapply to proceeds that a non-U.S. shareholdeives upon the sale, exchange,
redemption, retirement or other disposition of sliares if the non-U.S. shareholder receives thasmpds through a broker's foreign office.

After December 31, 2012, the reporting gditions of non-United States financial instituti@mgl other non-United States entities for
purposes of identifying accounts and investmeni diieectly or indirectly by United States persame increased. The failure to comply with
these additional information reporting, certificatiand other specified requirements could resulifhholding tax being imposed on
payments of dividends and sales proceeds to appdichareholders or intermediaries. Specificallg0g withholding tax is imposed on
dividends on and gross proceeds from the saleher alisposition of our shares paid to a foreigatiicial institution or to a foreign
nonfinancial entity, unless (1) the foreign finaaldnstitution undertakes applicable diligence aggbrting obligations or (2) the foreign non-
financial entity either certifies it does not haey substantial United States owners or furnistiestifying information regarding each
substantial United States owner. In addition, & fayee is a foreign financial institution, it geally must enter into an agreement with the
United States Treasury that requires, among olfiegs, that it undertake to
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identify accounts held by applicable United Statessons or United States-owned foreign entitiesualty report specified information about
such accounts, and withhold 30% on payments toertified holders. If you hold our shares throughoa-United States intermediary or if
you are a nc-United States person, we urge you to consult gaur tax advisor regarding foreign account tax coamgle.

Other Tax Consequences

Our tax treatment and that of our sharedrsldnay be modified by legislative, judicial, ond@distrative actions at any time, which
actions may be retroactive in effect. The ruledidgavith federal income taxation are constantlgenreview by the Congress, the IRS and
the Treasury Department, and statutory changes regwations, revisions to existing regulations] agvised interpretations of established
concepts are issued frequently. Likewise, the ri@garding taxes other than federal income taxgsatsm be modified. No prediction can be
made as to the likelihood of passage of new taislitipn or other provisions, or the direct or irdit effect on us and our shareholders.
Revisions to tax laws and interpretations of tHases could adversely affect the tax or other conseges of an investment in our shares. We
and our shareholders may also be subject to taxhticstate, local or other jurisdictions, includiimgse in which we or our shareholders
transact business or reside. These tax consequeragesot be comparable to the federal income taseguences discussed above.

ERISA PLANS, KEOGH PLANS AND INDIVIDUAL RETIREMENT ACCOUNTS
General Fiduciary Obligations

Fiduciaries of a pension, profit-sharingptiter employee benefit plan subject to Title tred Employee Retirement Income Security Act
of 1974, as amended, or ERISA, must consider whethe

. their investment in our shares satisfies the difieadion requirements of ERISA;

. the investment is prudent in light of possible tamtions on the marketability of our shares;

. they have authority to acquire our shares undeapipdicable governing instrument and Title | of SR} and
. the investment is otherwise consistent with thieindiary responsibilities.

Trustees and other fiduciaries of an ERfs may incur personal liability for any loss su#d by the plan on account of a violation of
their fiduciary responsibilities. In addition, teefduciaries may be subject to a civil penaltyupfto 20% of any amount recovered by the |
on account of a violation. Fiduciaries of any IRRgth IRA, tax favored account (such as an ArcheAMSoverdell education savings
account or health savings account), Keogh Plarih@rajualified retirement plan not subject to Tltef ERISA, or non-ERISA plans, should
consider that a plan may only make investmentsatetuthorized by the appropriate governing imsénot.

Fiduciaries considering an investment insecurities should consult their own legal ad\dsbthey have any concern as to whether the
investment is consistent with the foregoing crdest is otherwise appropriate. The sale of oursgesito a plan is in no respect a
representation by us or any underwriter of the gees that the investment meets all relevant legglirements with respect to investment
plans generally or any particular plan, or thatithestment is appropriate for plans generallyror particular plan.

Prohibited Transactions

Fiduciaries of ERISA plans and persons mgikine investment decision for an IRA or other B3RISA plan should consider the
application of the prohibited transaction provis@i ERISA and
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the IRC in making their investment decision. Saled other transactions between an ERISA or non-ERI&n, and persons related to it, are
prohibited transactions. The particular facts comicg the sponsorship, operations and other investsnof an ERISA plan or non-ERISA
plan may cause a wide range of other persons teehged as disqualified persons or parties in @stewith respect to it. A prohibited
transaction, in addition to imposing potential pesa liability upon fiduciaries of ERISA plans, maiso result in the imposition of an excise
tax under the IRC or a penalty under ERISA upordibgqualified person or party in interest with resjpto the plan. If the disqualified person
who engages in the transaction is the individuabelmalf of whom an IRA or Roth IRA is maintainedhis beneficiary, the IRA or Roth IRA
may lose its taxexempt status and its assets may be deemed tdbawaistributed to the individual in a taxabléritisition on account of tt
prohibited transaction, but no excise tax will bgpbsed. Fiduciaries considering an investment irseaurities should consult their own legal
advisors as to whether the ownership of our seesiihvolves a prohibited transaction.

"Plan Assets" Considerations

The U.S. Department of Labor, which has iaistrative responsibility over ERISA plans as walnon-ERISA plans, has issued a
regulation defining "plan assets." The regulatieneyally provides that when an ERISA or non-ERIS#n@mcquires a security that is an
equity interest in an entity and that securityeghmer a "publicly offered security” nor a secuiiggued by an investment company registered
under the Investment Company Act of 1940, as antgriie ERISA plan's or non-ERISA plan's assetsighelboth the equity interest and an
undivided interest in each of the underlying aseéthe entity, unless it is established eithet tha entity is an operating company or that
equity participation in the entity by benefit plewvestors is not significant.

Each class of our shares (that is, our comshares and any class of preferred shares thatayeéssue) must be analyzed separately to
ascertain whether it is a publicly offered securitiie regulation defines a publicly offered seguais a security that is "widely held," "freely
transferable" and either part of a class of seesriegistered under the Exchange Act, or sold uadeffective registration statement under
the Securities Act of 1933, as amended, providedéturities are registered under the Exchangevifttin 120 days after the end of the fis
year of the issuer during which the offering ocedtrEach class of our outstanding shares has bgetared under the Exchange Act wit
the necessary time frame to satisfy the foregoorglition.

The regulation provides that a securitywiglely held" only if it is part of a class of setties that is owned by 100 or more investors
independent of the issuer and of one another. Herwevsecurity will not fail to be "widely held" t&use the number of independent inves
falls below 100 subsequent to the initial publiteahg as a result of events beyond the issuergao We believe our common shares are
will remain widely held, and we expect the sambéddrue of any class of preferred shares that weissae, but we can give no assurances in
this regard.

The regulation provides that whether a gtcis "freely transferable" is a factual questimnbe determined on the basis of all relevant
facts and circumstances. The regulation furtheviges that, where a security is part of an offeimgvhich the minimum investment is
$10,000 or less, some restrictions on transfemardy will not, alone or in combination, affecfiading that these securities are freely
transferable. The restrictions on transfer enuredrat the regulation as not affecting that findingude:

. any restriction on or prohibition against any tfen®r assignment which would result in a termioator reclassification for
federal or state tax purposes, or would otherwiskate any state or federal law or court order;

. any requirement that advance notice of a transfassignment be given to the issuer and any ragein¢ that either the
transferor or transferee, or both, execute docuatient setting
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forth representations as to compliance with anyri®ns on transfer which are among those enutadria the regulation as
not affecting free transferability, including thadescribed in the preceding clause of this sentence

. any administrative procedure which establishesffatteve date, or an event prior to which a transfeassignment will not be
effective; and

. any limitation or restriction on transfer or assgigant that is not imposed by the issuer or a peasting on behalf of the issuer.

We believe that the restrictions imposedeurour declaration of trust on the transfer ofehalo not result in the failure of our shares to
be "freely transferable." Furthermore, we beligvat there exist no other facts or circumstancesitigithe transferability of our shares which
are not included among those enumerated as natiaffeheir free transferability under the regudatiand we do not expect or intend to
impose in the future, or to permit any person tpase on our behalf, any limitations or restrictionstransfer which would not be among the
enumerated permissible limitations or restrictions.

Assuming that each class of our sharesbaillwidely held" and that no other facts and ainstances exist which restrict transferability
of these shares, we have received an opinion ofaumsel, Sullivan & Worcester LLP, that our shasdknot fail to be "freely transferable”
for purposes of the regulation due to the restnition transfer of the shares under our declarafitnust and that under the regulation each
class of our currently outstanding shares is plyptifered and our assets will not be deemed ttpken assets” of any ERISA plan or non-
ERISA plan that invests in our shares.

ltem 1A. Risk Factors.

Our business faces many risks. The risksriteed below may not be the only risks we face doe the risks we know of that we believe
may be material at this time. Additional risks thet do not yet know of, or that we currently thare immaterial, may also impair our
business operations or financial results. If anthefevents or circumstances described in thevilig risks occurs, our business, financial
condition or results of operations could suffer #meltrading price of our securities could declimgestors and prospective investors should
consider the following risks and the informatiomtned under the heading "Warning Concerning Fohk@oking Statements" before
deciding whether to invest in our securities.

Risks Related to Our Tenants and Operators
Financial and other difficulties at Five Star couldadversely affect us.

As of December 31, 2010, Five Star pays@pmately 49% of our total annualized rental in@and operates approximately 54% of
our assets, at cost (less impairments). Five @tsuinbt been consistently profitable since it becarpablic company in 2001. Also, while Fi
Star has access to a revolving line of credit feofinancial institution for $35.0 million maturing March 2013, Five Star has limited
resources and has substantial lease obligatioms éamd others. Five Star's business is subjechtordoer of risks, including the following:

. Five Star has high operating leverage. A smallgr@age decline in Five Star's revenue or increaSévie Star's expenses ca
have a material negative impact on Five Star'saijmey results;

. Medicare and Medicaid payments account for sontévaf Star's total revenues. A reduction in thesem@nt rates or a failure
of these payment rates to match Five Star's costases may materially adversely affect Five Star;
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. Current general economic conditions may adverdédgFive Star's operations. For example, tigkdd@rmarket conditions
may make it more expensive for Five Star to actiessvorking capital it requires for its operatioBanilarly, the current
slowing of the housing market may make it moreiciift for potential residents of our properties iged by Five Star to sell
their homes, causing these persons to defer ratgcit Five Star facilities and reducing Five $taxccupancies, revenues and
operating income;

. Five Star's growth strategy, including recent asijoins, may not succeed and may result in redpeefits or recurring losses;

. Increases in liability insurance costs have inghst negatively impacted Five Star's operatinglt®and may adversely impact
its future results;

. Increases in labor costs could have a materialradweffect on Five Star; and

. Extensive regulation applicable to Five Star's hess increases Five Star's costs and may redalises.

If Five Star's operations are unprofitaflize Star may default its rent obligations to Additionally, if Five Star were to fail to provide
quality services, our income from these propertiey be adversely affected. Further if we were neglio replace Five Star as our tenant,
could result in significant disruptions at the affel properties and declines in our income and flagis.

Five Star may not be able to profitably operate théwo rehabilitation hospitals we own.

We lease two rehabilitation hospitals teeFstar. Medicare pays a significant amount ofrélvenues at these rehabilitation hospitals and
these hospitals may be subject to prospectivetaraetive rate adjustments. For example, duringivded cost periods, 60% of a facility's
total inpatient population must require intensigbabilitation services associated with treatmerat déast one of 13 designated medical
conditions, and if the hospitals' operations doreatain in compliance with this 60% rule, CMS maglassify these facilities as a different
type of Medicare provider that would lower theimnbursement rates. Also, retroactive audits of Madk claims submitted by IRFs and ot
providers are expanding, and CMS is recouping ansquaid for services determined by auditors ndtaee been medically necessary or not
to meet Medicare criteria for coverage as billadeFStar may be required to make substantial repaysito Medicare if the auditors make
such findings. Unprofitable operations at thesephaks could jeopardize Five Star's ability to pept to us.

Sunrise's operation of our properties may adverselgffect us.

In March 2003, Marriott sold its subsidiabSLS, to Sunrise. In 2010, Sunrise's annual teens for the 14 properties it leases was
$32.5 million, or 8% of our total annualized reritedome. Sunrise has recently reported signifitesges and Sunrise may become unable to
pay rent due to us. Although this rent is guarathteeMarriott, which formerly owned Sunrise, Mattis no longer in the senior living
business and Marriott may be unwilling or unablagsume these operations. Moreover, if Marriotii@es these operations pursuant to its
guarantee or if some other operator assumes tipesatmns after a Sunrise default, these operatimsdeteriorate and the value of our
investment in these properties may decline matgrial
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Some of our tenants are faced with significant potgial litigation and rising insurance costs that na only affect their ability to obtain
and maintain adequate liability and other insurance but also may affect their ability to pay their lease payments and fulfill their
insurance and indemnification obligations to us.

In some states, advocacy groups monitogtiadity of care at skilled nursing facilities aassisted and independent living facilities, and
these groups have brought litigation against opesaiAlso, in several instances, private litigasidny skilled nursing facility patients, assisted
and independent living facility residents or thfaimilies have succeeded in winning very large dasragards for alleged neglect. The effect
of this litigation and potential litigation has lmet® materially increase the costs of monitoring egporting quality of care compliance
incurred by some of our tenants. The cost of lighéind medical malpractice insurance has increasedmay continue to increase so long as
the present litigation environment in many partshef United States continues. This has affectedliléy of some of our tenants to obtain
and maintain adequate liability and other insuraanoe manage their related risk exposures. In aaidit being unable to fulfill their
insurance, indemnification and other obligationsisainder their leases and thereby potentially girgaus to those risks, these litigation risks
and costs could cause some of our tenants to begpaise to pay rents due to us.

The operations of some of our facilities are depemat upon payments from the Medicare and Medicaid psgrams.

Eight percent (8%) of our annual rents cdram properties where a majority of the operatiegenues are received from the Medicare
and Medicaid programs. Even at properties wheetlean a majority of the revenues come from MedicarMedicaid payments, a reduction
in such payments can materially adversely impaafitgror result in losses by our tenants. CMS asmdesmembers of Congress have
proposed Medicare and Medicaid policy changes atedreductions to be phased in during the nextratyears. PPACA includes provisions
that reduce annual Medicare rate updates that esaytrin future Medicare payment rates being Ieas tve believe may be required for sc
of our tenants to properly operate their busineseaducted on our properties. Some of the statesich our tenants operate either have not
raised Medicaid rates by amounts sufficient toeiffacreasing costs, have frozen or reduced Metliedes, or are likely to freeze or reduce
Medicaid rates. Most states are experiencing dilfiiscal conditions, increasing the likelihoodMgdicaid rate reductions, freezes or
increases that are insufficient to offset incregsiperating costs of some of our tenants. Alsofétleral government has extended certain
increases in federal payments to states for Medlisaagrams in effect since October 1, 2008 for @diteonal six months through June 30,
2011, but at substantially reduced levels. We exjecphasing out of these temporary federal paysneombined with the anticipated slow
recovery of state revenues, to result in contirdiéfitult state fiscal conditions. Some state budigficits are likely to increase, and it is
possible that some states may reduce or freezecsiddiayments to some of our tenants as part effart to balance their budgets. We
expect that Medicaid rate increases will be leas ttost increases experienced by some of our erid@tause of the current federal budget
deficit and other federal priorities, we are unablestimate how recent or future Medicare and kkgdipolicy changes or rate changes will
affect certain tenants. If and to the extent Medica Medicaid rates are reduced from current Ewelf rate increases are less than increases
in our tenants' operating costs, it could have teria adverse effect on the ability of some of tamants, including Five Star, to pay rent to
us.

Provisions of the Patient Protection and AffordableCare Act could adversely affect our tenants.

PPACA contains insurance changes, payntariges and healthcare delivery systems changesleddo expand access to health
insurance coverage and reduce the growth of heattrexpenditures while simultaneously maintainingrmproving the quality of healthcare.
These inherently
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contradictory goals may not be achieved. Under PRAf2ginning in federal fiscal year 2012, a produit adjustment will reduce the
Medicare SNF and IRF Medicare basket updates ftation, which may result in payment rates forscél year being less than for the
preceding fiscal year. PPACA also reduced the MeditRF update for inflation by 0.25% for fedeliatél years 2010 and 2011, for
discharges on and after April 1, 2010. PPACA vélluce future Medicare IRF updates for inflationalpyounts ranging from 0.1% to 0.3%
for federal fiscal years 2012 through 2016, an® %% for federal fiscal years 2017 through 20I2ARA also establishes an Independent
Payment Advisory Board to submit legislative pragdeso Congress and take other actions with agfo@ducing Medicare spending growth
and includes various other provisions affecting Macde and Medicaid providers, including enforcenrefdrms and increased funding for
Medicare and Medicaid program integrity controtiatives. We are unable to predict the impact ontemants of the productivity adjustme
or other PPACA provisions on future Medicare rdtesSNFs and IRFs, or of the insurance, paymert taalthcare delivery systems char
contained in and to be developed pursuant to PPACAur tenants. The changes implemented or to peeimented under PPACA could
result in the failure of Medicare, Medicaid or @ig payment reimbursement rates to cover our tenanteasing expenses or other
circumstances that could have a material advefsetafn our tenants' abilities to pay rent to us.

Financial markets are still recovering from a perial of disruption and recession, and we are unable foredict if and when the econom'
will stabilize or improve.

The financial markets are still recoverfram a recession, which created volatile marketéions, resulted in a decrease in availability
of business credit and led to the insolvency, a®su acquisition of a number of financial instituts. While the markets showed signs of
stabilizing in the end of 2010, it remains uncleden the economy will fully recover to preeession levels. Continued economic weakne
the U.S. economy generally or a new recession Wty adversely affect our financial conditiondathat of our tenants, and could impact
the ability of our tenants to pay rent to us.

Risks Related to Our Business

If the current weakness in the U.S. economy contiras for a substantial period, our operating and finacial results may be harmed by
further declines in occupancy at our senior livingfacilities, wellness centers and MOBs.

The performance of the U.S. healthcaresitrgthas historically been correlated with the perfance of the U.S. economy in general.
From 2008 through 2010, the U.S. economy expergsigmificant weakness due primarily to weaknegfiénhousing market, reduced
consumer and business spending and constraineitl mi@dkets. As a result, the U.S. healthcare ingugnerally, and our senior housing
properties specifically, experienced declines ioupancy, revenues and profitability in 2010 thatexpected to continue into 2011 and
potentially beyond 2011. For example, the inabiiityseniors to sell their houses has likely causmde not to relocate to our senior living
properties, discretionary medical expendituresoften deferred during weak economic periods causamge of our MOB tenants to reduce
their space needs and the operations at our welbegers may be adversely impacted by the dedirigreconomic conditions if consumers
reduce discretionary spending for wellness acésitif the current economic weakness in the Uriiadles continues or gets worse, our
operating and financial results likely will decline

We may be unable to access the capital necessaryépay debts or fund required distributions to reman a REIT.

We have large amounts of debts which vakdto be refinanced within the next three years eikample, our $550.0 million revolving
credit facility will expire in December 2011 and2&0 million of
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our unsecured senior notes will mature in Janu@@22At this time, it is unclear whether we will &kle to refinance these debt maturities or
the cost and other terms which we may incur to exish such refinancings. Although capital mark@tditions have recently improved, the
availability and cost of credit continue to be \tiddg and the number of institutions active in lamgto the healthcare sector is relatively
limited compared to some other parts of the re@tesndustry. Moreover, if we are able to renewrewolving credit facility, one or more
financial institutions which now participate mayocise not to participate in the renewal, we mayrmble to find replacement lenders and
access to borrowing under the renewed revolvinditfacility could be reduced. We cannot providewuaance that we will be able to renew
our revolving credit facility or that, if renewedg will be able to maintain its current size; anel expect that, due to increased credit spreads
in current market conditions, the cost of borrovginmder a renewed revolving credit facility ifdtavailable will be materially higher than ¢
current revolving credit facility. Nonpayment at tundgty or other defaults on our revolving creditifiy or any of our other debt will likely
cause a cross default of all our outstanding débte are unable to access capital to refinancedebt maturities, we may be unable to pay
distributions and the market value of our shardklikely decline.

To retain our status as a REIT, we areireduo distribute at least 90% of our annual REXable income (excluding capital gains) and
satisfy a number of organizational and operatioagliirements to which REITs are subject. Accordingle are generally not able to retain
sufficient cash from operations to repay debtsedtin our properties and fund acquisitions. Owifess and growth strategies depend, in
part, upon our ability to raise additional capdateasonable costs to repay our debts, investripmperties and fund new acquisitions.
Because of the significant reduction in the past yars in the amount of capital available to besses on a global basis, our ability to raise
reasonably priced capital is not guaranteed; we Ineaynable to raise reasonably priced capital lsxcafireasons related to our business or
for reasons beyond our control, such as marketitionsl. If we are unable to raise reasonably pricagital, our business and growth
strategies may fail and we may be unable to re@aiIT.

Increasing interest rates may adversely affect usna the value of an investment in our shares.
There are three principal ways that indrepmterest rates may adversely affect us andiaéihge of an investment in our shares:

. Funds borrowed under our revolving credit facibigar interest at variable rates. If interest ratesease, so will our interest
costs, which could adversely affect our cash flowr, ability to pay principal and interest on oubfeur cost of refinancing
our debt when it becomes due and our ability todiatributions.

. An increase in interest rates likely would decreaseamount buyers may be willing to pay for owparties, thereby reducing
the market value of our properties and limiting ability to sell properties or to obtain mortgagehcing secured by our
properties.

. We expect to pay regular distributions on our shaf¢hen interest rates on debt investments availabihvestors rise, the
market prices of distribution paying securitiesaftlecline. Accordingly, if interest rates risee tharket price of our shares
may decline.

Our properties and their operations are subject tacomplex regulations.

Various governmental authorities mandattagephysical characteristics of senior housingpgrties, hospitals, clinics, other health care
facilities and biotech laboratories. Changes is¢h@gulations may require significant expenditutas leases, other than our MOB leases,
generally require our tenants to maintain our prigein compliance with applicable laws, and wettr monitor their compliance. However,
our tentants may neglect maintenance of our prigseiftthey suffer financial distress. Under sorhewr leases, we have agreed to fund
capital expenditures in
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return for rent increases. Our available finangaburces or those of our tenants may be insuffi¢@efund expenditures required to keep our
properties operating in accordance with regulatiansl if we fund these expenditures, our tenaimzhtial resources may be insufficient to
meet increased rental obligations to us.

Licensing, Medicare and Medicaid laws aksguire our tenants who operate senior living comities, hospitals, clinics and other
healthcare facilities to comply with extensive stards governing operations. Various laws admirgstéry the FDA and other agencies
extensively regulate the operations of our tenatits operate biotech laboratories that develop, rfeetwure, market or distribute
pharmaceuticals or medical devices. Various lawsipit fraud by senior living operators, hospitafsl other healthcare facilities, including
civil and criminal laws that prohibit false clainmsMedicare, Medicaid and other programs and tbgtilate patient referrals. In recent years,
the federal and state governments have devoteéasicry resources to monitoring the quality of @reenior living communities and to anti-
fraud investigations in healthcare operations gaheMWhen violations of anti-fraud, false clainasti-kickback or physician referral laws are
identified, federal or state authorities may impoisé or criminal penalties, treble damages antteotgovernmental sanctions. Healthcare
facilities may also be subject to license revogatioconditional licensure and exclusion from Madéecand Medicaid participation or
conditional participation. The FDA may also withdrapprovals or limit approvals held by biotech lediories, recall products, or suspend
production by biotech laboratories. When qualitafe deficiencies or improper billing are idewtifj various laws may authorize sanctions,
including denial of new admissions, exclusion frbladicare or Medicaid program participation, mongfaenalties, governmental oversight,
temporary management or loss of licensure. Oumtsnaceive notices of potential sanctions and déeserom time to time, and authorities
impose such sanctions from time to time on outifas which they operate. If our tenants are uadblcure deficiencies which have been
identified or which are identified in the futurbgse sanctions may be imposed, and if imposed amhesrsely affect our tenants' ability to pay
rents to us and our ability to identify substittdaants. Federal and state requirements for chargmtrol of healthcare facilities, including,
as applicable, approvals of the proposed operatdicensure, certificate of need, and Medicare lliedicaid participation, may also limit or
delay our ability to identify substitute tenanfsaihy of our tenants becomes unable to operatrmerties or to pay our rents because it has
violated government regulations or payment lawsyvag have difficulty finding a substitute tenantlahe value of an affected property may
decline materially.

Our acquisitions may not be successful.

Our business strategy contemplates acirisiof additional properties. We cannot assuretiiatiacquisitions we make will prove to be
successful. We might encounter unanticipated diffies and expenditures relating to acquired prisgerNewly acquired properties might
require significant management attention that wantleerwise be devoted to our ongoing business. Nudtanding pre-acquisition due
diligence, we do not believe that it is possibléuity understand a property before it is owned apdrated for an extended period of time.
example, we could acquire a property that containtisclosed defects in design or constructionduitéon, after our acquisition of a
property, the market in which the acquired propéstipcated may experience unexpected changeadiatsely affect the property's value.
Also, acquisitions of properties may not yield teurns we expect and, if financed using debt or equity issuances, may result in
shareholder dilution. For these reasons, amongsthar property acquisitions may cause us to éspee losses.
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We face significant competition.
We face competition for acquisition oppaities from other investors and this competitioryreabject us to the following risks:

. we may be unable to acquire a desired propertyusecaf competition from other well capitalized resfate investors,
including other REITs, numerous financial instituis, private equity funds, individuals and publici grivate companies who
are actively engaged in our business; and

. competition from other real estate investors, whiay increase if access to credit becomes mordlyeadgilable and lending
terms become more lenient, may significantly insestine purchase price we must pay to acquire pgieper

In addition, our properties, particulariyrdMOBs, face competition for tenants. Some conmggproperties may be newer, better located
and more attractive to tenants. Competing propentiay have lower rates of occupancy than our ptigservhich may result in competing
owners leasing available space at lower rentsweaoffer at our properties. This competition mafgetf our ability to attract and retain
tenants and may reduce the rents we are able tgecha

Increasing investor interest in healthcare relatedeal estate may increase competition and reduce ogrowth.

Our business is highly competitive and wpeet that it may become more competitive in tharker We compete with a number of other
REITs, numerous financial institutions, private g funds, individuals and public and private comjgs who are actively engaged in our
business, some of which are larger and have a lowstrof capital than we do. In the past, periddsconomic recession in the economy
generally have sometimes caused some investoostis bn healthcare and healthcare real estatetinests because some investors believe
these types of investments may be less affectagtbgral economic circumstances than most othesimants. These developments could
result in increased competition for investmentgdieinvestment opportunities available to us amgelospreads over our cost of our capital,
all of which would limit our ability to grow our miness and improve our financial results.

Competition from new facilities may adversely affecsome of our facilities.

Until recently, a large number of new assldiving properties were being developed. In nsbates these properties are subject to less
stringent regulations than nursing homes and canab@ with comparatively fewer personnel and atgamatively lower costs. As a result of
offering newer accommodations at equal or lowets;dbese assisted living properties and otheosdiming alternatives, including home
healthcare, often attract persons who would hageipusly become nursing home residents. Many of@k&lents attracted to new assisted
living properties were the most profitable nurshigne patients, since they paid higher rates thatiddal or Medicare would pay and they
required lesser amounts of care. Historically estatjuirements of obtaining certificates of needewelop new properties have somewhat
protected nursing homes from competition; howenemy states are eliminating these barriers. Alsretare few regulatory barriers to
competition for home healthcare or for independemt assisted living services. These competitiveofachave caused some nursing homes
which we own to decline in value. This decline ncaptinue as assisted living facilities or othereelg care alternatives such as home
healthcare expand their businesses. Each of oanteface similar risks. These competition risky m@vent our tenants and operators from
maintaining or improving occupancy at our propesitighich may increase the risk of default underleases.
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Real estate ownership creates risks and liabilities

Our business is subject to risks associaitidreal estate ownership, including:

. leases which are not renewed at expiration andbmaglet at lower rents;

. increased supply of similar properties in our méske

. defaults and bankruptcies by our tenants;

. the illiquid nature of real estate markets whichits our ability to sell our assets rapidly to resg to changing market
conditions;

. property and casualty losses, some of which maynibesured; and

. costs that may be incurred relating to propertymegiance and repair, and the need to make expeggldue to changes in

governmental regulations, including the Americaiith \Risabilities Act.
Acquisition and ownership of real estate is subjedb environmental and climate change risks.

Acquisition and ownership of real estatsubject to risks associated with environmentabhdg We may be liable for environmental
hazards at our properties, including those crelayaatior owners or occupants, existing tenantsttatsior other persons. Our properties may
be subject to environmental laws for certain hagasdsubstances used to maintain these propetiesas chemicals used to clean, pestic
and lawn maintenance materials, and for other ¢immdi, such as the presence of harmful mold. Varfederal and state laws impose
environmental liabilities upon property owners,tsas us, for any environmental damages arisingopepties they own or occupy, and we
are not assured that we will not be held liablegiovironmental clean up at our properties, inclgdinvironmental damages at sites we own
and lease to our tenants. As an owner or previaunepof properties which contain environmental hdzawe also may be liable to pay
damages to governmental agencies or third padiesolsts and damages they incur arising from enwiental hazards at the properties.
Moreover, the costs and damages which may arise émvironmental hazards are often difficult to pobj

The current political debate about climettange has resulted in various treaties, laws egaations which are intended to limit carbon
emissions. We believe these laws being enactetbpoped may cause energy costs at our propertiasrease, but we do not expect the
direct impact of these increases to be materialtaresults of operations, because the increassid edher would be the responsibility of our
tenants directly or in large part may be passealin by us to our tenants as additional lease patgnalthough we do not believe it is likely
in the foreseeable future, laws enacted to mitighteate change may make some of our buildings lebsor cause us to make material
investments in our properties which could mateyiatid adversely affect our financial condition.

We have substantial debt obligations and may incuadditional debt.

As of February 24, 2011, we have $1.3dillin debt outstanding, which was 39% of our tbtadk capitalization. Our note indenture
revolving credit facility permit us and our subsideés to incur additional debt, including secureditdIf we default in paying any of our debts
or honoring our debt covenants, it may create amaare cross defaults and we could be forced tad&te our assets for less than the values
we would receive in a more orderly process.
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We may experience losses from our business dealinggh Affiliates Insurance Company.

We have invested approximately $5.2 millioA\ffiliates Insurance Company, or AIC, we havweghased substantially all our property
insurance in a program designed and reinsuredrirbgaAlC, and we are currently investigating thesgibilities to expand our relationship
with AIC to other types of insurance. Our principahson for investing in AIC and for purchasinguirace in these programs is to seek to
improve our financial results by obtaining improvadurance coverages at lower costs than may leeveite available to us or by
participating in any profits which we may realizean owner of AIC. AIC's business involves thegsigkpical of insurance businesses.
Accordingly, our anticipated financial benefitsffrmur business dealings with AIC may be delayedodrachieved, and we may experience
losses from these dealings.

Risks Related to Our Relationshipswith RMR and Five Star
We depend upon RMR to manage our business and impleent our growth strategy.

Our ability to achieve our business objextidepends on RMR and its ability to manage oppeaties, source and complete new
acquisitions for us on favorable terms and to eteour financing strategy on favorable terms. Beeaue are externally managed, our
business is dependent upon RMR's business conitaasijlity to successfully hire, train, supervasd manage its personnel and its ability to
maintain its operating systems. If we lose theises/provided by RMR or its key personnel, our bess and growth prospects may decline.
We may be unable to duplicate the quality and depthanagement available to us by becoming a satfaged company or by hiring anotl
manager. Also, in the event RMR is unwilling or blgato continue to provide management servicestour cost of obtaining substitute
services may be greater than the management fepayM@MR, and as a result our earnings and casls floay decline.

Our management structure and our manager's other aivities may create conflicts of interest.

We have no employees. Personnel and serthe¢ we require are provided to us under conbg@MR. RMR is authorized to follow
broad operating and investment guidelines andetbes, has great latitude in determining the prijgethat will be proper investments for
as well as making individual investment decisiamsus. Our Board of Trustees periodically reviews aperating and investment guidelines
and our properties but it does not review or appreach decision made by RMR on our behalf. In additn conducting periodic reviews,
our Board of Trustees relies primarily on informatprovided to it by RMR. RMR is beneficially ownbyg our Managing Trustees, Barry
Portnoy and Adam Portnoy. Barry Portnoy is Chairraad Adam Portnoy is President, Chief Executivéd®ffand a Director of RMR. All ¢
the members of our Board of Trustees, includinglndependent Trustees, are members of one or noanel$ of trustees or directors of
various companies managed by RMR. All of our exgeutfficers are also executive officers of RMRddpavid J. Hegarty, our President
and Chief Operating Officer, is also a DirectoRMR. The foregoing individuals may hold equity inpmsitions with other companies
managed by RMR. Such equity ownership and positignsur Trustees and officers could create, or apfrecreate, conflicts of interest with
respect to matters involving us, RMR and its afféis.

RMR also acts as the manager for threer guhiglicly traded REITs: CWH, which primarily owasd operates office and industrial
buildings and leased industrial land; HPT, whicmewotels and travel centers; and GOV, which owoperties that are majority leased to
government tenants. RMR also provides managemaeritss to other public and private companies, iditlg Five Star, our largest tenant,
and TA, which operates and franchises travel centérese multiple responsibilities to public conmiparand RMR's other businesses could
create competition for the time and efforts of Rl Messrs. Barry and Adam Portnoy. Also, RMR'stiplel responsibilities to us and Five
Star create potential conflicts of interest, or éippearance of such conflicts of interest.
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Our management agreements with RMR were negotiatebletween affiliated parties and may not be as favolde to us as they would
have been if negotiated between unaffiliated partge

We pay RMR business management fees bagmatti upon the historical cost of our investméimsluding acquisition costs) which at
any time may be more or less than the fair mariktesthereof, plus an incentive fee based upomicericreases in our funds from operati
per share, as defined in our business managemesgragnt with RMR. We also pay RMR property managerfees for the properties in our
MOB portfolio based in part upon the gross rentaléect from tenants and the cost of constructienincur, as defined in our property
management agreement with RMR. For more informater "Business—Manager." Our fee arrangementsRWR could encourage RMR
to advocate acquisitions of properties, to undertaknecessary construction activities or to ovefpagcquisitions or construction. These
arrangements may also encourage RMR to discouedge af properties by us. Although we believe wadfi¢ from our management by
RMR, our management agreements were negotiatecbptaffiliated parties, and the terms, including fires payable to RMR, may not bi
favorable to us as they would have been were thggtiated on an arm's length basis between uraéfiiparties.

Our management agreements with RMR may discourageuo change of control.

Termination of our management agreemertts RMR would be a default under our revolving ctéacility unless approved by a
majority of our lenders. The quality and depth @fmagement available to us by contracting with RMé&/ mot be able to be duplicated by
being a self managed company or by our contraetitig unrelated third parties, without consideratst increases. For these reasons, our
management agreements may discourage a changetoflad us.

The potential for conflicts of interest as a resulbf our management structure may provoke dissidenshareholder activities that result
in significant costs.

In the past, in particular following persdf financial distress or volatility in the marl@ice of a company's securities, shareholder
litigation, dissident trustee nominations and disat proposals have often been instituted agaompanies alleging conflicts of interest in
business dealings with trustees, affiliated persmtbsentities. Our relationship with RMR, with MesBarry and Adam Portnoy and with
RMR affiliates may precipitate such activities. $heactivities, if instituted against us, could teBusubstantial costs and a diversion of our
management's attention and resources, even ifateewithout merit.

Our business dealings with Five Star may create cdlicts of interest.

Five Star was originally organized as awysidiary. We distributed substantially all our &i8tar ownership to our shareholders on
December 31, 2001. One of our Managing TrusteesBilry Portnoy, serves as a Managing Directorieé Star. RMR provides
management services to both us and Five Star. Beoémber 31, 2010, our leases with Five Star ateduor 49% of our annual rents. In
the future, we expect to do additional businesh Witve Star. We believe that our current leasesatinelr business dealings with Five Star
were entered on commercially reasonable termstaatdtir historical, continuing and increasing bassdealings with Five Star have been
beneficial to both us and Five Star. Although sansactions with Five Star have been approved bynoiependent Trustees because of the
historical and continuing relationships which wedavith Five Star, each of our historical, contimgiand expanding business dealings may
not be on the same or as favorable terms as wet mifieve with a third party with whom we do novéauch relationships.
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Risks Related to Our Organization and Structure

Ownership limitations and anti-takeover provisionsin our declaration of trust, bylaws and rights agrement, as well as certain
provisions of Maryland and other laws, may prevenour shareholders from receiving a takeover premiunor implementing beneficial

changes.

Our declaration of trust prohibits any steoider other than CWH, RMR and their affiliatesnfrowning more than 9.8% in value or in
number of our outstanding shares. This provisioausfdeclaration of trust is intended to assishwitir REIT compliance under the IRC and
otherwise to promote our orderly governance. Howehés provision also inhibits acquisitions ofigrsficant stake in us and may prevent a
change in our control. Additionally, many provissocontained in our declaration of trust and bylaws under Maryland and other laws may
further deter persons from attempting to acquimgrad of us and implement changes that may be li@akfo shareholders, including, for
example, provisions relating to:

the division of our Trustees into three classet tiie term of one class expiring each year, andath case, until a successor
is elected and qualifies, which could delay a cleangour control;

required qualifications for an individual to sea®a Trustee and a requirement that certain of augtees be "Managing
Trustees" and other Trustees be "Independent Esiste

limitations on the ability of shareholders to prepamominees for election as Trustees and propbse otisiness for a meeting
of shareholders;

the two-thirds shareholder vote required for renha¥d rustees;
the authority of our Board of Trustees, and notshareholders, to adopt, amend or repeal our bylaws

the fact that only the Board of Trustees may dadirsholder meetings and that shareholders arentitied to act without a
meeting;

because of our ownership of AIC, we are an inswdrodding company under applicable state law; atingty, anyone who
intends to solicit proxies for a person to serveres of our Trustees or for another proposal ofrfass not approved by our
Board of Trustees may be required to receive parahce from the concerned insurance regulators;

a requirement that a shareholder who desires tanatena person for election as Trustees or to m®@ther business not
approved by our Board of Trustees at a meetingipgbareholders that would cause a breach or defaahy debt instrument
or agreement or other material agreement of oonsrdvide (i) evidence of the lender's or contragiparty's willingness to
waive the breach of covenant or default or (iesailed plan for repayment of the applicable inddhess or curing the
contractual breach or default and satisfying asylteng damage, in each case, satisfactory to eard3of Trustees; and

the authority of our Board of Trustees to adoptaieramendments to our declaration of trust wittehareholder approval,
including the authority to increase or decreaseatigregate number of authorized shares, to cresteclasses or series of
shares (including a class or series of sharecthdtl delay or prevent a transaction or a changaiircontrol that might
involve a premium for our shares), to increaseaarelase the authorized number of shares of any ofeseries, and to classify
or reclassify any unissued shares from time to tiyeetting or changing the preferences, conversiather rights, voting
powers, restrictions, limitations as to distributo qualifications or terms or conditions of redémpof our shares or any new
class or series of shares created by our Boardusitdes.
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We maintain a rights agreement wherebyhénevent a person or group of persons acquiresdt@%ore of our outstanding common
shares, our shareholders, other than such persgnowp, will be entitled to purchase additionalrglszor other securities or property at a
discount. In addition, certain provisions of Maryelaw may have an anti-takeover effect. For atheke reasons, our shareholders may be
unable to realize a change of control premium forshares they own or otherwise effect a changrippolicies.

Our rights and the rights of our shareholders to t&e action against our Trustees and officers are lifited.

Our declaration of trust limits the liabjliof our Trustees and officers to us and our di@ders for money damages to the maximum
extent permitted under Maryland law. Under curitdatyland law, our Trustees and officers will not/bany liability to us and our
shareholders for money damages other than liabégulting from:

. actual receipt of an improper benefit or profinioney, property or services; or

. active and deliberate dishonesty by the Trustedfmer that was established by a final judgmenbeing material to the cause
of action adjudicated.

Our declaration of trust and indemnity caats require us to indemnify our Trustees andteffi for actions taken by them in those
capacities to the maximum extent permitted by Margillaw. In addition, we may be obligated to payeimburse the expenses incurred by
our present and former Trustees and officers witheguiring a preliminary determination of theitiolate entitlement to indemnification. As
a result, we and our shareholders may have moittmights against our present and former Trusaeelsofficers than might otherwise exist
absent the provisions in our declaration of trust Emdemnity contracts or that might exist with@tlcompanies.

Disputes with Five Star, CWH and RMR and shareholdelitigation against us or our Trustees and offices may be referred to
arbitration proceedings.

Our contracts with Five Star, CWH and RMigvide that any dispute arising under those cotgna@y be referred to binding arbitration
proceedings. Similarly, our bylaws provide thai@ts by our shareholders against us or againstaustees and officers, including derivat
and class actions, may be referred to bindingration proceedings. As a result, we and our shadem®would not be able to pursue
litigation for these disputes in courts againsteF8tar, CWH, RMR or our Trustees and officers éf tlisputes were referred to arbitration. In
addition, the ability to collect attorneys' feesotiner damages may be limited in the arbitratiacpedings, which may discourage attorneys
from agreeing to represent parties wishing to comraesuch a proceeding.

We may change our operational and investment polies without shareholder approval.

Our Board of Trustees determines our oerat and investment policies and may amend osesgur policies, including our policies
with respect to our intention to qualify for taxatias a REIT, acquisitions, dispositions, growfierations, indebtedness, capitalization and
distributions, or approve transactions that deviam these policies, without a vote of, or notioeour shareholders. Such policy changes
could adversely affect the market value of our ehand our ability to make distributions to you.
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Risks Related to Our Taxation
The loss of our tax status as a REIT for U.S. fedalincome tax purposes could have significant advee consequences.

As a REIT, we generally do not pay federad state income taxes. However, actual qualiboatis a REIT under the IRC depends on
satisfying complex statutory requirements, for viaHicere are only limited judicial and administratimterpretations. We believe that we have
been organized and have operated, and will continbe organized and to operate, in a manner traifigd and will continue to qualify us
to be taxed under the IRC as a REIT. However, waagbe certain that, upon review or audit, the \iRIBagree with this conclusion. If we
cease to be a REIT, then our ability to raise eapiight be adversely affected, we will be in bireaader our revolving credit facility, we
may be subject to material amounts of federal aaig sncome taxes and the value of our securitied/lwould decline. In addition, if we lo
or revoke our tax status as a REIT for a taxab#,y@e will generally be prevented from requalifyias a REIT for the next four taxable
years.

Distributions to shareholders generally will not qualify for reduced tax rates.

The maximum tax rate for dividends paydiyld).S. corporations to individual stockholderd ¥46 through 2012. Distributions paid by
REITs, however, generally are not eligible for ttréduced rate. The more favorable rates for cotpaliwidends may cause investors to
perceive that investment in REITs is less attracthan investment in non-REIT corporations that ghaidends, thereby reducing the demand
and market price of our shares.

Risks Related to Our Securities
There is no assurance that we will continue to makeistributions.
We intend to continue to pay regular quéytdistributions to our shareholders. However:

. our ability to pay distributions will be adverselifected if any of the risks described herein ogcur

. our payment of distributions is subject to comptiamvith restrictions contained in our revolvingditéacility and our note
indenture; and

. any distributions are made at the discretion ofBagrd of Trustees and will depend upon variousofachat our Board of
Trustees deems relevant, including our cash avaifab distribution, our financial condition, ougsults from operations, our
capital requirements, our funds from operationspemic conditions and restrictions under Marylaandt hnd maintenance of
our REIT status. There are no assurances of olityatbi pay distributions or regarding the formdistributions in the future. |
addition, our distributions in the past have inéddand may in the future include, a return of dpi

For these reasons, among others, our dastbdtion rate may decline or we may cease makingibutions.
Any notes we may issue will be effectively subordated to the debts of our subsidiaries and to our sered debt.

We conduct substantially all of our busm#wough, and all of our properties are ownedsbipsidiaries. Consequently, our ability to pay
debt service on our outstanding notes and any megdssue in the future will be dependent uponctigh flow of our subsidiaries and
payments by those subsidiaries to us as dividendtherwise. Our subsidiaries are separate legaie=nand have their own liabilities.
Payments due on our outstanding notes, and ang m@enay issue, are, or will be, effectively sulmated to liabilities of our subsidiaries,
including guaranty liabilities. Subsidiaries
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owning substantially all of our assets have guaeshbur revolving credit facility; none of our sidigries guaranty our outstanding notes. In
addition, as of February 24, 2011, our subsididraes $652.7 million of secured debt. Our outstagdiates are, and any notes we may issue
will be, also effectively subordinated to any seclidebt with regard to our assets pledged to s¢case debts.

We may be required to prepay our debts upon a charggof control.

In certain change of control circumstanoes,current and future noteholders and some obther lenders may have the right to require
us to purchase our notes which they own at théicial amount plus accrued interest and a premium.

Our notes may permit redemption before maturity, ard our noteholders may be unable to reinvest procesdat the same or a higher
rate.

The terms of our notes may permit us te@eed all or a portion of our outstanding notes adteertain amount of time, or up to a certain
percentage of the notes prior to certain datesefady, the redemption price will equal the priradigmount being redeemed, plus accrued
interest to the redemption date, plus any appleabémium. If a redemption occurs, our noteholdesy be unable to reinvest the money 1
receive in the redemption at a rate that is equat higher than the rate of return on the applealotes.

There may be no public market for notes we may issuand one may not develop.

Generally, any notes we may issue will beew issue for which no trading market currentlisesx We may not list our notes on any
securities exchange or seek approval for priceajioois to be made available through any automatethtion system. There is no assurance
that an active trading market for any of our natékexist in the future. Even if a market develpfize liquidity of the trading market for any
of our notes and the market price quoted for amh swotes may be adversely affected by change®ioubrall market for fixed income
securities, by changes in our financial performasrcgrospects, or by changes in the prospects EdT Ror for the senior living industry
generally.

Rating agency downgrades may increase our cost aifital.

Our notes and certain other obligationsrated by two rating agencies. These rating agemoay elect to downgrade their ratings on
notes or certain other obligations at any time fSdmwngrades may negatively affect our accesset@abpital markets and increase our cost of
capital, including the interest rate and fees pkeyahder our revolving credit facility.

Item 1B. Unresolved Staff Comments.
None.
Item 2. Properties.

At December 31, 2010, we had real estatesiments totaling $3.8 billion, at undepreciatestcafter impairment write downs, in 320
properties. At December 31, 2010, 64 propertieh ait aggregate cost of $921.4 million were mortdagesubject to capital lease obligati
totaling $654.0 million.

52




Table of Contents

The following table summarizes some infalioraabout our properties as of December 31, 28ll@&lollar amounts are in thousands.

Number of  Undepreciated Net Book

Location of Properties by State Properties  Carrying Value Value

Alabama 5% 29,28. $ 26,23
Arizona 9 114,75! 88,02¢
California 21 563,33 516,46:
Colorado 9 43,26¢ 28,70¢
Connecticu 2 9,44( 9,44(
Delaware 6 87,76( 71,67
Florida 17 347,11: 268,26(
Georgia 18 144,58° 128,90:
lllinois 4 80,73¢ 65,15
Indiana 11 119,12¢ 108,58°
lowa 6 14,10¢ 8,86¢
Kansas 4 56,37: 47,73¢
Kentucky 9 93,93t 71,00«
Maryland 13 180,92° 150,72¢
Massachusett 23 214,77¢ 186,11¢
Michigan 5 16,83¢ 13,48¢
Minnesota 4 71,12¢ 66,20¢
Mississippi 2 13,02¢ 11,72(
Missouri 1 2,44¢ 1,59¢
Nebraske 13 61,40¢ 52,96:
New Jerse) 4 71,67 55,77¢
New Mexico 10 103,88: 95,33’
New York 4 67,63¢ 64,34¢
North Caroline 6 61,39( 57,09:
Ohio 3 44,60! 35,11(
Oklahoma 4 28,33¢ 27,45
Pennsylvani: 19 157,23. 130,08
Rhode Islanc 1 10,59¢ 9,95¢
South Carolin: 15 72,90( 64,78¢
South Dakot: 3 7,58¢ 4,081
Tennesse 10 48,38¢ 41,19¢
Texas 18 331,42¢ 285,42¢
Virginia 15 153,91( 120,08
Washingtor 1 5,19: 2,78
Washington, D.C. 2 62,28: 60,78
Wisconsin 21 262,12! 242,14°
Wyoming 2 8,19¢ 4,51¢
Total 32C $ 3,761,71. $3,222,84l

Of the properties listed above, 226 aréosdiving communities, two are rehabilitation hitsys, 82 are MOBs and 10 are wellness
centers.

Item 3. Legal Proceedings.
None.
Item 4. [Removed and Reserved.]
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PART Il
Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases @&quity Securities.

Our common shares are traded on the NY$@lsl: SNH). The following table sets forth for theriods indicated the high and low sale
prices for our common shares as reported by theBNYS

High Low
2009
First Quartel $ 18.4F $ 10.6¢
Second Quarte 18.3i 13.3¢
Third Quartel 22.1: 15.01
Fourth Quarte 22.8( 18.1¢
2010
First Quarte! $ 2257 $ 19.5¢
Second Quarte 23.3¢ 19.2¢
Third Quartel 24.51 19.31
Fourth Quarte 25.2¢ 20.4z2

The closing price of our common shareshenNYSE on February 23, 2011 was $22.88.

As of February 18, 2011, the record dateofo annual meeting, there were approximately @ Stareholders of record, and we estimate
that as of such date there were approximately Dih@deficial owners of our common shares.

Information about distributions declarectonmon shareholders is summarized in the tab@abé&ommon share distributions to our
shareholders are generally paid in the quarteoviofig the quarter to which they relate.

Distributions Per
Common Share

2010 2009
First Quarte! $ 03 $ 0.3t
Second Quarte 0.3¢ 0.3¢
Third Quartel 0.37 0.3¢
Fourth Quarte 0.37 0.3¢€

All common share distributions shown in thble above have been paid. We currently intermbtdinue to declare and pay common
share distributions on a quarterly basis. Howedistributions are made at the discretion of ourfa# Trustees and depend on our earnings,
funds from operations, cash available for distitmytfinancial condition, capital market conditigggowth prospects and other factors which
our Board of Trustees deems relevant.

Item 6. Selected Financial Data.

The following table sets forth selectedafinial data for the periods and dates indicatechzoative results are affected by property
acquisitions and dispositions during the periodsagh This data should be read in conjunction waild is qualified in its entirety by
reference to "Management's Discussion and Anabfdidnancial Condition and Results of Operationsd ¢he
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consolidated financial statements and accompanyites included in this Annual Report on FormKLOAmounts are in thousands, except
share information.

2010 2009 2008 2007 2006
Income Statement Data:
Rental incomé?) $ 339,00¢ $§ 296,777 $ 233,21( $ 18593t $ 178,37:
Net income®®) 116,48 109,71t 106,51 85,30¢ 66,10:
Common distributions
declared? 191,38 177,23¢ 153,46: 117,21¢ 96,78:
Weighted average share
outstanding 128,09: 121,86: 105,15: 83,16¢ 72,52¢
Per Common Share
Data:
Net income®®) $ 0.91 $ 0.9C $ 1.01 $ 1.05 $ 0.91
Cash distributions
declared to common
shareholder§) 1.4¢€ 1.42 1.4C 1.3¢ 1.32

Balance Sheet Data:
Real estate properties, a

undepreciated cost, ne

of impairment losse $ 3,761,71. $ 3,317,98 $ 2,807,251 $ 1,940,34 $ 1,814,35
Total asset 3,392,65! 2,987,92 2,496,87 1,701,89. 1,584,89
Total indebtednes 1,204,89 1,042,21! 730,43: 426,85 545,08!
Total shareholders' equi 2,127,97 1,900,65! 1,731,35 1,249,411 1,019,46!

1)

()

(3)

(4)

Rental income for the year ended December 31, g@fédes $14.8 million of rental income from twodlpitals formerly leased and
operated by HealthSouth. Beginning in 2003 untiV&ber 2006, we were involved in litigation withatdSouth seeking to increase
the rent due under a lease of two hospitals totH8alth and to terminate the lease and reposses®ipitals. On November 8, 2006,
we and HealthSouth agreed to settle our litigatiomecognize HealthSouth's lease until SeptembeP@06 and to increase the annual
rent due under the lease from $8.7 million to $8ilion for the period from January 2, 2002 to Sepber 30, 2006. As a result of the
settlement, HealthSouth paid us additional rei#7 million, or $0.08 per share, for periods tlgloseptember 30, 2006, which we
recognized as rental income in the fourth quat@006. On October 1, 2006, Five Star assumed pleeations of these two hospitals
and began leasing them from us.

Includes an impairment of assets charge of $6.00mi{$0.05 per share) and loss on early extinguesfit of debt of $2.4 million
($0.02 per share) in 2010. Includes an impairméassets charge of $15.5 million ($0.13 per shar@D09. Includes an impairment
of assets charge of $8.4 million ($0.08 per shar@p08. Includes an impairment of assets chargkd af million ($0.02 per share) a
loss on early extinguishment of debt of $2.0 milli$0.02 per share) in 2007. Includes an impairréassets charge of $1.4 million
($0.02 per share) and loss on early extinguishmoedéebt of $6.5 million ($0.09 per share) in 2006.

Includes a gain on sale of properties of $109,08¢s(than $0.01 per share), $397,000 (less th&i $@&r share) and $266,000 (less
than $0.01 per share) in 2010, 2009 and 2008, c&sply. Includes a loss on sale of properties2,$00 (less than $0.01 per share)
in 2006.

On January 4, 2011, we declared a distribution0a8% per share, or $52.5 million, to be paid to swn shareholders of record on
January 14, 2011. This distribution was paid onr&raty 11, 2011.
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Item 7. Management's Discussion and Analysis &inancial Condition and Results of Operations.

The following information should be readcinjunction with the consolidated financial staderts and accompanying notes included in
this Annual Report on Form 10-K.

PORTFOLIO OVERVIEW
(Dollars in thousands except per living unit/bedquare foot data)

. 0,
Investment Annualized % of

Number of Uﬁiligggcrjs?for Carrying % of Rental Income Anlgggll;led

(As of December 31, 2010) Properties Square Feet value M Investment @ Income
Facility Type
Independent living

communities® 43 11,52¢ $1,137,19°  30.2% $  112,29: 28.7%
Assisted living

facilities ) 131 9,34: 1,035,63'  27.5% 96,34¢ 24.6%
Skilled nursing

facilities @) 52 5,514 225,62 6.0% 19,73¢ 5.1%
Rehabilitation

hospitals 2 364 69,07¢ 1.9% 10,32: 2.6%
Wellness centet 10 812,00(sg. ft 180,01 4.8% 17,331 4.4%
MOBs 82 5,162,63!sq.ft 1,114,15 29.6% 135,38: 34.6%
Total 32C $3,761,71; 100.0% $ 391,41 100.0%
Tenant/Operato
Five Star (Lease

No. 1) 88 6,421 $ 632,13t 16.8% $ 54,27: 13.9%
Five Star (Lease

No. 2) 46 5,88¢ 512,51¢ 13.6% 50,46¢ 12.9%
Five Star (Lease

No. 3) 28 5,61¢ 632,67¢ 16.8% 63,16( 16.1%
Five Star (Lease

No. 4) 26 2,72( 254,82. 6.8% 23,34 6.0%
Sunrise/Marriott®) 14 4,091 325,16! 8.7% 32,49: 8.3%
Brookdale 18 894 61,12: 1.6% 8,44: 2.1%
6 private companies

(combined) 8 1,11¢ 49,09« 1.3% 6,52¢ 1.7%
Wellness centet 10 812,00(sg. ft 180,01 4.8% 17,331 4.4%
Multi-tenant MOB:¢ 82 5,162,63'sq.ft 1,114,15 29.6% 135,38: 34.6%
Total 32C $3,761,71; 100.0% $ 391,41 100.0%

Tenant Operating Statistics®

Annualized Rental Income
per Living Unit, Bed

Rent Coverage Occupancy or Square Foot(®)
2010 2009 2010 2009 2010 2009

Five Star (Lease No. : 1.26x 1.28» 87% 88% $ 8,452 $ 8,32
Five Star (Lease No. 2§ 1.34» 1.29» 82% 83% $ 7,271 $ 6,99
Five Star (Lease No. ! 1.51x 1.54» 88% 0% $ 11,24: $ 11,01(
Five Star (Lease No. « 1.12x 1.09» 84% 85% $ 8,581 $ 8,45(
Sunrise/Marriott*) 1.35x 1.38> 90% 0% $ 7,942 $ 7,91«
Brookdale 2.18x 2.09 93% 2% $ 9,44 $ 9,15
6 private companies

(combined) 2.14y 1.96> 85% 84% $ 5,851 $ 6,20«
Wellness center§) 2.18x 233  100%  100% NA NA
Multi-tenant MOBs®) NA NA 97% 928% % 26 $ 27
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Tenant Operating Statistics (continuedf®

Short and Long Term Residential Care Facilities
Percentage of Operating Revenue Sources

Private Pay (10) Medicare Medicaid

2010 2009 2010 2009 2010 2009
Five Star (Lease No. : 65% 61% 12% 14% 23% 25%
Five Star (Lease No. ! 52%  53% 33% 32% 15% 15%
Five Star (Lease No. : 87% 86% 12% 13% 1% 1%
Five Star (Lease No. « 66% 67% 14% 14% 20% 19%
Sunrise/Marriott® 74%  68% 23% 28% 3% 4%
Brookdale 99% 100% — — 1% —
6 private companies (combine 23%  23% 24% 24% 52% 53%

1)
(2)

(3)

(4)
()

(6)

(7)

(8)

(9)

(10)

Amounts are before depreciation, but after impairhweite downs, if any.

Annualized rental income is rents pursuant to sigeases as of 12/31/2010, including estimatedresgpeeimbursements for certain
net and modified gross leases and excluding lealse \amortization in certain of our MOBs and wedlseenters. Includes percentage
rents totaling $10.3 million based on increasegross revenues at certain short and long termeesal care facilities.

Properties are categorized by the type of livingsuor beds which constitute a majority of therdiyiunits or beds at the property.
Marriott International, Inc. guarantees this lease.

All tenant operating data presented are based tioaperating results provided by our tenantsHeri2 months ended September 30,
2010 and 2009, or the most recent prior periodMiaich tenant operating results are available tdR@st coverage is calculated as
operating cash flow from our tenants' operationswfproperties, before subordinated charges, €d/tdy minimum rents payable to
us. We have not independently verified our tenagsrating data. The table excludes data for psnibr to our ownership of some

of these properties.

Represents annualized rental income by lease divagighe number of living units, beds or squaré liegsed at December 31, 2010
and 2009.

Annualized rental income per living unit, bed ouare foot excludes the two rehabilitation hospitesause these properties have
extensive clinic space for services to both ovérhatients and patients who receive treatmentanubt stay overnight, and these
properties are not comparable to residential sdiviog properties.

Annualized rental income per living unit, bed ouare foot excludes the wellness centers because titeperties have extensive
indoor and outdoor recreation space which is notgarable to properties where rent is based oniantspace only.

Our MOB leases include both triple net leases wharaddition to paying fixed rents, the tenantsumse the obligation to operate and
maintain the properties at their expense, andmethzodified gross leases where we are responsilidpdrate and maintain the
properties and we charge tenants for some or @tleproperty operating costs. A small percentdgrioMOB leases are so-called
"full-service" leases where we receive fixed rennf our tenants and no reimbursement for our ptgmgrerating costs.

Private pay excludes revenues from the MedicareMeudicaid programs.
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The following tables set forth informatimegarding lease expirations as of December 31, pdlGars in thousands):

Cumulative
Annualized Rental Income®) Pe{%t:;lt of P:;%irgl?zgeedo
Short and Long Annualized Rental
Term Residential Wellness Rental Income Income
Year Care Facilities MOBs Centers Total Expiring Expiring
2011 $ — $ 6611 % — $ 6,611 1.7% 1.7%
2012 — 14,66( — 14,66( 3.7% 5.4%
2013 32,49 8,29: — 40,78¢ 10.4% 15.8%
2014 16,50¢ — 16,50¢ 4.2% 20.0%
2015 3,013 15,14¢ — 18,16: 4.6% 24.6%
2016 2,917 9,13¢ — 12,04° 3.1% 27.7%
2017 31,78¢ 10,02 — 41,80¢ 10.7% 38.4%
2018 — 3,60t — 3,60t 0.9% 39.3%
2019 59¢ 23,57¢ — 24,17¢ 6.2% 45.5%
2020 and afte 167,89! 27,82¢ 17,33] 213,05t 54.5% 100.0%
Total $ 238,69t $ 135,38 $ 17,337 $ 391,41 100.0¥%

Average remaining lease term for all propertiesigivesd by rent): 10.7 years

(1) Annualized rental income is rents pursuant to sigeases as of 12/31/2010, including estimated resge
reimbursements for certain net and modified greaséds and excluding lease value amortization micesf our MOBs
and wellness centers. Includes percentage remtingp$10.3 million based on increases in grossmaes at certain
short and long term residential care faciliti

Number of Tenants Cumulative

Short and Percent of Total Percentage

Long Term Number of of Number

Residential Wellness Tenants of Tenants
Year Care Facilities MOBs Centers Total Expiring Expiring
2011 — 72 — 72 17.8% 17.8%
2012 — 70 — 70 17.3% 35.1%
2013 1 43 — 44 10.9% 46.0%
2014 — 62 — 62 15.3% 61.3%
2015 3 50 — 53 13.1% 74.4%
2016 2 27 — 29 7.2% 81.6%
2017 2 21 — 23 5.7% 87.3%
2018 — 14 — 14 3.4% 90.7%
2019 1 15 — 16 3.9% 94.6%
2020 and afte 3 17 2 22 5.4% 100.0%
Total 12 391 2 40t 100.0%

58




Table of Contents

Year
2011
2012
2013
2014
2015
2016
2017
2018
2018
2020

an

aft

Total

Number of Living Units / Beds or Square Feet with leases Expiring

Living Units/Beds Square Feet
Short and Cumulative Cumulative
Long Term Percent Percentage Percent Percent of
Residential of Total of Total Wellness of Total Total
Care Living Living MOBs Centers Total Square Square
Facilities Units/Beds  Units/Beds (Square (Square Square Feet Feet
(Units/Beds) Expiring Expiring Feet) Feet) Feet Expiring Expiring
— 0.0% 0.0% 136,68: — 136,68: 2.3% 2.3%
— 0.0% 0.0% 577,68t — 577,68t 9.9% 12.2%
4,091 15.3% 15.3% 228,13: — 228,13: 3.9% 16.1%
— 0.0% 15.3% 786,17: — 786,17: 13.5% 29.6%
42¢ 1.6% 16.9% 634,63 — 634,63  10.9% 40.5%
517 1.9% 18.8% 374,67. — 374,67. 6.4% 46.9%
3,61« 13.5% 32.3% 402,15 — 402,15 6.9% 53.8%
— 0.0% 32.3% 102,23 — 102,23 1.8% 55.6%
17¢ 0.7% 33.0% 793,34 — 793,34 13.6% 69.2%

17,92¢ 67.0%4  100.0¥ 972,72: 812,000 1,784,72. 30.8%  100.0%

26,74¢  100.0% 5,008,44. 812,00( 5,820,44. 100.0%

59




Table of Contents
RESULTS OF OPERATIONS

The following information should be readcionjunction with the consolidated financial staderts included in this Annual Report on
Form 10-K.

Year Ended December 31, 2010, Compared to YeardeEDdeember 31, 2009

Year Ended December 31,
2010 2009 Change % Change
(in thousands, except per share amounts)

Rental income

Short and long term residential care facili ~ $ 239,25¢ $ 227,92t $ 11,33: 5.0%
MOBs 84,04¢ 53,24 30,801 57.9%
All Other 15,70 15,61( 93 0.6%
Total rental incom: 339,00¢ 296,77 42,23: 14.2%
Expenses
Depreciatior 90,40¢ 78,58: 11,82¢ 15.0%
Property operating expens 19,19t 14,27: 4,92; 34.5%
General and administratiy 21,86 19,89¢ 1,96¢ 9.9%
Acquisition related cost 3,61( 3,32 28¢ 8.5%
Total expense 135,07¢ 116,08: 18,99 16.4%
Operating incom: 203,93( 180,69! 23,23t 12.9%
Interest and other incon 1,162 1,00z 15¢ 15.9%
Interest expens (80,017 (56,404 (23,619 (41.9)%
Loss on early extinguishment of de (2,437 — (2,439 —
Impairment of asse (5,965 (15,530 9,56¢ 61.6%
Gain on sale of properti¢ 10¢ 397 (28¢) (72.5)%
Equity in losses of an invest Q) (139 13z 99.3%
Income before income tax exper 116,78! 110,02° 6,75¢ 6.1%
Income tax expens (300 (312 12 3.8%
Net income $ 116,48' $ 109,71' $ 6,77C 6.2%
Weighted average shares outstanc 128,09:. 121,86: 6,22¢ 5.1%
Net income per shal $ 091 $ 0.9C $ 0.01 1.1%

Rental income. Rental income for our short and long term resiil care facilities segment increased becausent$ from 11 facilitie
we acquired since January 1, 2009, offset by aatéatuin rental income resulting from the salewbtfacilities during 2009 and four facilitir
during 2010. Rental income for our MOB segmentéased because of rents from 46 MOBs we acquireé Simnuary 1, 2009, offset by a
reduction in rental income resulting from the saflévo MOBs during 2009.

Total expenses. Depreciation expense for the year ended DeceBthe€2010 increased because of our property atiguss since
January 1, 2009. The increase in property operapgnses for the year ended December 31, 20h8 igs$ult of our acquisition of 46 MO
since January 1, 2009. General and administrakperees also increased during the year ended Dece81hp2010 principally due to our
acquisitions since January 1, 2009.
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Interest expense. Interest expense increased because of intemestir $512.9 million FNMA mortgage financing em@iin August
2009, the amortization of $13.6 million of deferfathncing fees incurred in connection with thisrtgage financing and the sale of
$200.0 million of unsecured senior notes with aariest rate of 6.75% in April 2010. These increasexe offset by reduced interest because
of the redemption of all $97.5 million of our 7.8%%nsecured senior notes due 2015 in May 2010ess&t amounts outstanding under our
revolving credit facility at lower interest raté3ur weighted average balance outstanding and stteate under our revolving credit facility
was $39.5 million and 1.1%, and $134.5 million dn8Ps, for the years ended December 31, 2010 and, 288pectively.

Loss on early extinguishment of debin May 2010, we redeemed all $97.5 million af outstanding 7.875% senior notes due 201!
a result of this redemption, we recorded a lossarty extinguishment of debt of $2.4 million conisig of the debt prepayment premium of
approximately $1.3 million and the write off of unartized deferred financing fees of approximatelyl$million.

Impairment of assets. During the year ended December 31, 2010, waegrdzed an impairment of assets charge of apprdgimna
$6.0 million related to seven properties, four diieh were sold in August 2010, to reduce the cagyialue of these properties to their
estimated sale prices less costs to sell. Duriagyétar ended December 31, 2009, we recognized @airiment of assets charge of
approximately $15.5 million related to 11 propestithree and one of which were sold in 2010 an® 2@#pectively, to reduce the carrying
value of these properties to their estimated galies less costs to sell.

Gain on sale of properties. In August 2010, we sold four skilled nursingifties for an aggregate sales price of approxatyat
$1.5 million. We recognized a gain on sale of appnately $109,000 on the sale of these propertie€®ctober and November 2009, we sold
two skilled nursing facilities for $1.9 million arrdcognized a gain on sale of approximately $39¥ @0the sale of these properties. These
properties were leased to Five Star.

Net income. Net income increased because of the changesé@mues and expenses described above. Net incemsdgre increased
because of the changes in revenues and expenseibddabove offset by the increase in our weightestage number of shares outstanding
(resulting from our issuances of common sharesdoeimber 2010 and February and September 2009).
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Year Ended December 31, 2009, Compared to YeardeEDdeember 31, 2008

Year Ended December 31,
2009 2008 Change % Change
(in thousands, except per share amounts)

Rental income

Short and long term residential care facili ~ $ 227,92t $ 211,13 $ 16,79¢ 8.0%
MOBs 53,24: 12,27 40,96¢ 333.8%
All Other 15,61( 9,801 5,80:¢ 59.2%
Total rental incom: 296,77 233,21( 63,56 27.3%
Expenses
Depreciatior 78,58: 60,83: 17,75: 29.2%
Property operating expens 14,27: 2,792 11,48 411.2%
General and administratiy 19,89¢ 16,87 3,02¢ 17.9%
Acquisition related cost 3,32i — 3,32 —
Total expense 116,08: 80,49¢ 35,58¢ 44.2%
Operating incom: 180,69! 152,71 27,98 18.3%
Interest and other incon 1,002 2,32 (1,329 (56.9)%
Interest expens (56,404 (40,154 (16,250 (40.5)%
Impairment of asse (15,530 (8,379 (7,157) (85.3)%
Gain on sale of properti 397 26€ 131 49.2%
Equity in losses of an invest (139 — (139 —
Income before income tax exper 110,02 106,77« 3,25: 3.0%
Income tax expens (312) (263) (49 (18.6)%
Net income $ 109,71! $ 106,51: $ 3,20/ 3.0%
Weighted average shares outstanc 121,86: 105,15: 16,71( 15.9%
Net income per shal $ 09C $ 101 $ (0.11) (10.9)%

Rental income. Rental income for our short and long term resitl care facilities segment increased becausent$ from 41 facilitie
we acquired since January 1, 2008, offset by aatémtuin rental income resulting from the saletoke facilities during 2008 and two
facilities during 2009. Rental income for our MOBgsnent increased because of rents from 58 MOBsguired since January 1, 2008,
offset by a reduction in rental income resultingnfrthe sale of two MOBs during 2009. Rental incdoreour All Other segment increased
because of rents from four wellness centers weigam|in August 2008.

Total expenses. Depreciation expense for the year ended DeceB81h&009 increased because of our property atiguis since
January 1, 2008. The increase in property operapgnses for the year ended December 31, 2088 igs$ult of our acquisition of 56 MO
since January 1, 2008. General and administrakperees also increased during the year ended Dece81hp2009 principally due to our
acquisitions since January 1, 2008. Commencingalsriy 2009, acquisition costs are expensed unkeBUsiness Combinations Topic of
The FASB Accounting Standards Codificatiéh

Interest expense. Interest expense increased because of intemestir $512.9 million FNMA mortgage financing em@fin August
2009 with a weighted average interest rate of 6.59%e time of issuance, the amortization of $12illion of deferred financing fees
incurred in connection with this mortgage financargl greater amounts outstanding under our revpleiadit facility offset by lower interest
rates. Our weighted average balance outstandingnéer@st rate under our revolving credit
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facility was $134.5 million and 1.3%, and $70.2Imil and 4.7%, for the years ended December 319 20@ 2008, respectively.

Impairment of assets. During the years ended December 31, 2009 a@f,2@ recognized an impairment of assets charge of
$15.5 million and $8.4 million, respectively, reddtto 11 properties and four properties, respdgtive

Gain on sale of properties. In October and November 2009, we sold two e#filhursing facilities for $1.9 million and recogedza gait
on sale of these properties of approximately $337,h July 2008, we sold three assisted livinglitées for $21.4 million and recognized a
gain on sale of these properties of approximat2§63000.

Net income. Net income increased because of the changesémues and expenses described above. Net incemshgre decreased
due to the effect of an increase in our weightegtaye number of shares outstanding resulting fremssuances of common shares in
February and June 2008 and February and Septer@b@roffset by the changes in revenues describedeabo

LIQUIDITY AND CAPITAL RESOURCES

Our principal source of funds to pay opiegexpenses, debt service and distributions toesteéders is rental income from our
properties. We believe that our operating cash flolvbe sufficient to meet our operating expenaerd debt service and pay distributions on
our shares for the next 12 months and the foreteathire after the next 12 months. Our future déshis from operating activities will
depend primarily upon our ability to:

. maintain or improve the occupancy of, and the eumrental rates at, our properties;

. control operating cost increases at our MOB progerand

. purchase additional properties which produce clastsfin excess of our cost of acquisition capitad aroperty operating
expenses.

Our Operating Liquidity and Resources

We generally receive minimum rents monthlyjuarterly from our tenants and we receive paeggrents from our residential facility
tenants monthly, quarterly or annually. During ylear ended December 31, 2010, we generated $21licdhrof cash from operations. The
increase in our cash from operations over the year is primarily attributable to increases ininebme, excluding non cash items. Net
income and the non cash items increased primagiby result of our property acquisitions, as furttescribed below.

Our Investment and Financing Liquidity and Resosirce

At December 31, 2010, we had $10.9 milbércash and cash equivalents and $422.0 millioiaa under our revolving credit facilit
We expect to use cash balances, borrowings undeewaolving credit facility and net proceeds ofefhgs of equity or debt securities to fu
future working capital requirements, property asgigins and expenditures related to the repairnteaance or renovation of our properties.

In order to fund acquisitions and to accardate cash needs that may result from timing diffees between our receipts of rents anc
need or desire to pay operating expenses anduisoms to our shareholders, we maintain a revgleiredit facility with a group of
institutional lenders. This revolving credit fatjlipermits us to borrow up to $550.0 million. Basings under our revolving credit facility are
unsecured. We may borrow, repay and reborrow fumtis maturity, and no principal repayment is dumilumaturity. We pay interest on
borrowings under the revolving credit
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facility at LIBOR plus a spread. At December 311@0the weighted average interest rate payablaiorewolving credit facility was 1.06%.
As of December 31, 2010 and February 24, 2011,ade#128.0 million and $5.0 million, respectivelytstanding under this revolving credit
facility. This revolving credit facility matures ibecember 2011. We are currently monitoring mackeiditions for comparable revolving
credit facilities and expect to refinance our reuad credit facility prior to its maturity.

When significant amounts are outstandindeurour revolving credit facility or as the matyritates of our revolving credit facility and
term debts approach, we will explore alternativedlie repayment of amounts due. Such alternathagsinclude incurring additional debt
and issuing new equity securities. We have an éffeshelf registration statement that allows ussnie public securities on an expedited
basis, but it does not assure that there will hegetsifor such securities.

In April 2010, we sold $200.0 million ofréer unsecured notes. The notes require interesfiged rate of 6.75% per annum and are due
in 2020. Net proceeds from the sale of the nofiés; manderwriting discounts and other expensesewpproximately $195.0 million. Interest
on the notes is payable semi-annually in arreaospihicipal payments are due until maturity. Weduagortion of the net proceeds of this
offering to repay $58.0 million in borrowings und®ir revolving credit facility, to fund the redengpt of all $97.5 million of our outstanding
7.875% senior notes due 2015 and for general bssimgrposes, including funding the acquisitionsidiesd below.

As described above, in April 2010, we ahlddl of our outstanding 7.875% senior notes dukbZ0r redemption on May 17, 2010. As a
result of this redemption, we recorded a loss oty extinguishment of debt of approximately $2.4limn consisting of the debt prepayment
premium of approximately $1.3 million and the writ#é of unamortized deferred financing fees andtadgfcount of approximately
$1.1 million.

In April 2010, we acquired one MOB with 645 square feet located in Wheat Ridge, Coloradagproximately $4.5 million, excludii
closing costs. Upon acquisition, this property i86% leased to Clear Creek Surgery Center LLC fpraximately 9.8 years. We funded
this acquisition using cash on hand and by assumimgrtgage loan for approximately $2.5 millionraérest of 6.73% per annum.

In June 2010, we acquired one MOB with BB,8quare feet located in Lubbock, Texas for apprately $12.2 million, excluding
closing costs. Upon acquisition, this property i86% leased to Covenant Health System for apprdeisna4.0 years. We funded this
acquisition using cash on hand.

In August 2010, we sold four skilled nugsfacilities located in Nebraska with an aggred#@ licensed beds for an aggregate sales
price of approximately $1.5 million. We recognizedain on sale of these properties of approxim&i209,000. These properties were leased
to Five Star.

In September 2010, we acquired one MOB w860 square feet located in Buffalo Grove, diigifor approximately $18.4 million,
excluding closing costs. Upon acquisition, thisgandy was 88% leased to seven tenants for a waldbterents) average lease term of
approximately 7.5 years. We funded this acquisitisimg cash on hand.

In September 2010, we acquired one MOB @&030 square feet located in Conyers, Georgiagproximately $9.8 million, excluding
closing costs. Upon acquisition, this property W&%o leased to seven tenants for a weighted (bg)yentrage lease term of approximately
8.3 years. We funded this acquisition using cashand and borrowings under our revolving creditlitgc

In October 2010, we acquired one MOB wiieB5 square feet located in Conroe, Texas foraqmpately $15.0 million, excluding
closing costs. Upon acquisition, this property \86% leased to Montgomery County Management Compat® for approximately
13.8 years. We funded this acquisition using cashand and borrowings under our revolving creditlity.
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In November 2010, we entered into a sefeggreements to acquire 27 MOBs located in 12stiibm CWH for an aggregate purchase
price of approximately $470.0 million. Between Noveer and December 31, 2010, we acquired 21 of thegeerties containing 2.1 million
square feet for approximately $374.1 million, exithg closing costs. In January 2011, we acquiredémaining six properties containing
737,000 square feet for approximately $95.9 milliexcluding closing costs. We funded these acgaisitusing cash on hand, proceeds from
an equity and debt issuance and borrowings underesolving credit facility. For more informatioraut our dealings and relationships with
CWH, and about the risks which may arise as atesétihese related person transactions, pleastRisle Factors—Risks Related to Our
Relationships with RMR and Five Star" and "ManagetseDiscussion and Analysis of Financial Conditéon Results of Operations—
Related Person Transactions" of this Annual Repoifform 10-K.

In December 2010, we issued 14.4 milliomomn shares in a public offering, raising net peatseof approximately $281.9 million. We
used the net proceeds from this offering to regaydwings outstanding under our revolving creditlfey and for general business purposes,
including funding in part the acquisitions descdabdove.

During 2010, pursuant to the terms of ouasteng leases with Five Star, we purchased $31il8mof improvements made to our
properties leased to Five Star, and, as a rebalatnual rent payable to us by Five Star was ase@ by approximately $2.6 million. We u:
cash on hand and borrowings under our revolvinditfacility to fund these purchases.

In January 2011, we sold $250.0 milliorunsecured senior notes. The notes require intatestixed rate of 4.30% per annum and are
due in 2016. Net proceeds from the sale of thespatiter underwriting discounts and other expensegss approximately $245.4 million.
Interest on the notes is payable samirually in arrears. No principal payments are wht@ maturity. We used a portion of the net pratsef
this offering to repay borrowings outstanding unoler revolving credit facility and for general bosss purposes, including funding in part
the acquisitions described above and below.

In January 2011, we acquired one MOB wi2tBB4 square feet located in Mendota Heights, Mintefor approximately $14.2 million,
excluding closing costs. Upon acquisition, thisgery was 100% leased to WuXi AppTec for approxeha8.2 years. We funded this
acquisition using cash on hand and proceeds frdebaoffering.

In the recent past, capital markets cooditihave been challenging. The availability and absredit continue to be volatile, and the
number of institutions active in lending to the ltle@are sector is relatively limited compared tongoother parts of the real estate industry. If
we are able to renew our revolving credit facilipe or more financial institutions which now peigate may choose not to participate in the
renewal, we may be unable to find replacement lendled our access to borrowing under the reneweasiviag credit facility could be
reduced. We cannot provide assurance that we wididde to renew our revolving credit facility oathif renewed, we will be able to maint;
its current size.

While we believe we will have access tdaas types of financings, including debt or equityfund our future acquisitions and to pay
our debts and other obligations, there can be sorasce that we will be able to complete any deleoity offerings or that our cost of any
future financings will be reasonable. Also, therent market conditions have led to increased csgii¢ads which, if they continue, may re
in increased interest costs when we renew our vengokredit facility or refinance our other debifiese interest cost increases could have a
material and adverse impact on our results of diprsand financial condition.

On January 4, 2011, we declared a quartkstyibution of $0.37 per common share, or $52ilian, to our common shareholders for
quarter ended December 31, 2010. This distributiaa paid to shareholders on February 11, 2011guwsish on hand and borrowings under
our revolving credit facility.
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As of December 31, 2010, our contractusibaktions were as follows (dollars in thousands):

Payment due by period

Less than More than
Contractual Obligations Total 1 year 1-3 years 3-5 years 5 years
Long-Term Debt Obligation®)  $ 1,192,43" $ 136,77 $ 302,28¢ $ 17,27« $ 736,09!
Capital Lease Obligatior 14,57¢ 364 897 1,15¢ 12,15¢
Ground Lease Obligatior 2,63: 154 342 34¢€ 1,791
Interest Expense Obligatiof® 481,35’ 77,61« 109,26: 101,24. 193,24(
Acquisitions®) 110,02( 110,02 — — —
Total $ 1,801,021 $ 324,92¢ $ 412,78¢ $ 120,02( $ 943,28:

(1) At December 31, 2010, our term debt maturities vesréllows: $128.0 million in 2011; $259.2 milliém 2012; $29.9 million in
2013; $48.6 million in 2017; $506.4 million in 2029%200.0 million in 2020; $5.6 million in 2022; a§d4.7 million in 2027. In
January 2011, we sold $250.0 million of unsecursrds notes due 2016 and fully repaid the amoutgtanding on our revolving
credit facility.

2 Projected interest expense is attributable to tylong term debt obligations listed above attexgsrates and is not intended to
project future interest costs which may result frdeit prepayments, new debt issuances or chang@siiast rates. In January 2011,
we sold $250.0 million of unsecured senior notes 2016 and fully repaid the amount outstanding wnrevolving credit facility.

(3) At December 31, 2010, there were seven pending MERiisitions under agreement to purchase, inclusimgf the 27 MOBs we
agreed to acquire from CWH, which we acquired mudaty 2011 for an aggregate purchase price of $Imilion. We funded these
acquisitions using cash on hand and proceeds frordanuary 2011 senior note issuance.

As of February 24, 2011, we have no offihak sheet arrangements, commercial paper, dgggatwaps, hedges, partnerships, other
than interest rate caps in connection with our FNM@értgage loan.

Debt Covenants

Our principal debt obligations at Decem®&r 2010 were our unsecured revolving credit facttaling $128.0 million, two public
issues of unsecured senior notes totaling $422Imand $639.4 million of mortgages secured byoédur properties. These 62
collateralized properties had a net book value7@6$1 million at December 31, 2010. We also hawe ivoperties encumbered by capital
leases totaling $14.6 million at December 31, 20t&se two properties had a net book value of $illbn at December 31, 2010. Our
unsecured senior notes are governed by an indeffiuesindenture for our unsecured senior notesr@iated supplements and our revolving
credit facility contain a number of covenants whiehtrict our ability to incur debts, including delsecured by mortgages on our propertie
excess of calculated amounts, require us to maimtaninimum net worth, restrict our ability to makistributions under certain circumstan
and generally require us to maintain certain ofimancial ratios. As of December 31, 2010, we haliae were in compliance with all of the
covenants under our indenture and related supplsmaur revolving credit facility and our other delbligations.

None of our indenture and related supplemeanr revolving credit facility or our other dediiligations contain provisions for
acceleration which could be triggered by our dalihgs. However, in certain circumstances, our Iséng credit facility uses our senior debt
rating to determine the fees and the interestpayable.
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Our public debt indenture and related seip@nts contain cross default provisions to anyratbbts of at least $10.0 million or, with
respect to certain notes under such indenture @mglements, higher amounts. Similarly, our revaivomedit facility contains a cross default
provision to any other debts of $25.0 million orn@that are recourse debts and to any other déB®&500 million or more that are non-
recourse debts. Any termination of our businessagament agreement with RMR would cause a defadkmuour revolving credit facility, if
not approved by a majority of our lenders.

Related Person Transactions

We have adopted written Governance Guidslimhich address, among other things, the considerand approval of any related person
transactions. Under these Governance Guidelinespayenot enter into any transaction in which anystee or executive officer, any mem
of the immediate family of any Trustee or executifiéicer or any other related person, has or valé a direct or indirect material interest
unless that transaction has been disclosed or kremlen to our Board of Trustees and our Board oflaes reviews, authorizes and approves
or ratifies the transaction by the affirmative vofea majority of the disinterested Trustees, d@féme disinterested Trustees constitute less
than a quorum. If there are no disinterested Tesstine transaction shall be reviewed, authorineldspproved or ratified by both (1) the
affirmative vote of a majority of our entire Boavfi Trustees and (2) the affirmative vote of a migjasf our Independent Trustees. The
Governance Guidelines further provide that, in deieing whether to approve or ratify a transaction; Board of Trustees, or disinterested
Trustees or Independent Trustees, as the caseenahdll act in accordance with any applicable igious of our declaration of trust,
consider all of the relevant facts and circumstanaad approve only those transactions that araifa reasonable to us. All related person
transactions described below were reviewed ancoapgror ratified by a majority of the disinteresfedstees or otherwise in accordance
with our policies described above. In the casengfteansaction with us in which any other emplogéeurs who is subject to our Code of
Conduct and who has a direct or indirect mateni@riest in the transaction, the employee must appkoval from an executive officer who
has no interest in the matter for which approvélemg requested.

We have two agreements with RMR to proviggagement and administrative services to us: iadesmanagement agreement and a
property management agreement. One of our Mandgimgiees, Mr. Barry Portnoy, is Chairman and mgjawner of RMR. Our other
Managing Trustee, Mr. Adam Portnoy, is the son of Barry Portnoy and an owner, President, Chiefcikge Officer and a Director of
RMR. Each of our executive officers is also ana&fiof RMR. Additionally, Mr. Barry Portnoy's son-law, who is Mr. Adam Portnoy's
brother-in-law, is an officer of RMR. RMR has apgiroately 650 employees and provides managemenicesrto other companies in
addition to us; and an affiliate of RMR is a registd investment advisor which manages two mutuadsu

Our Board of Trustees has given our Comgms Committee, which is comprised exclusivelyaf Independent Trustees, authority to
act with respect to our management agreementsRitR. The charter of our Compensation Committee ireguhe Committee annually to
review the terms of these agreements, evaluate Rprformance under the agreements and renew, ateemihate or allow to expire the
management agreements.

The business management agreement proiddesmpensation to RMR at an annual rate equidécsum of (a) 0.5% of the average
book value of the assets owned by us or our subygdias of October 12, 1999, and (b) 0.7% of eeame historical cost of our other real
estate investments, as described in the businesagament agreement, up to the first $250.0 milibsuch investments, and 0.5% therea
In addition, RMR receives an incentive fee baseshupcreases in our FFO Per Share, as definegtibubiness management agreement. The
incentive fee is paid in our common shares. Inrdgiteng the average historical costs of our retdtesinvestments for purposes of
determining the management fees payable to RMRyubimess management agreement also provideshtht®Bs that we acquired from
CWH pursuant to agreements that we entered with GW2008 and 2010 are based on CWH's historicabafshose MOBs rather than the
purchase prices we
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paid to CWH for those MOBSs; and, the business mamegt agreement was amended in 2008 and 2010ftrtbehow the historical costs of
those MOBs would be determined. The property mamagée agreement provides for management fees oN @& properties equal to 3.0%
of gross rents and construction supervision feethose properties equal to 5.0% of constructioniscdhe aggregate business management
and property management fees for 2010, 2009 an8 2@0e $19.5 million, including $192,000 as an it fee which we expect to be paid
in our common shares in March 2011, $17.2 milliod &13.4 million, respectively.

RMR also provides internal audit serviaesi$ in return for our pro rata share of the totedrnal audit costs incurred by RMR for us and
other companies managed by RMR and its affiliatésch amounts are subject to determination by cam@ensation Committee. Our Audit
Committee appoints our Director of Internal Au@ur pro rata share of RMR's costs in providing thisrnal audit function was
approximately $211,000, $220,000 and $213,000 ®4022009 and 2008, respectively. These allocatsts@re in addition to the business
management fees we paid to RMR. We are generalporesible for all of our operating expenses, inicigatertain expenses incurred by
RMR on our behalf; however, we are not responsini@ayment of RMR's employment, office or admiraibn expenses incurred to prov
management services to us, except for our prostetee of the employment and related expenses of BiMployees who provide on-site
property management services and of the staff greglby RMR who perform our internal audit function.

Both the business management agreemerthamitoperty management agreement automaticalgwéor successive one year terms
unless we or RMR give notice of non-renewal betbeeend of an applicable term. We or RMR may teat@reither agreement upon 60 days
prior written notice. RMR may also terminate thegerty management agreement upon five businessnidige if we undergo a change of
control, as defined in the property managementeageat. The current terms for these agreementseegpiDecember 31, 2011, and they will
automatically renew unless earlier terminated.

Under our business management agreememRMiR, we acknowledge that RMR manages other bssé® including CWH, HPT,
GOV, TA and Five Star, and will not be requirecptesent us with opportunities to invest in progarthat are primarily of a type that are
within the investment focus of another business now the future managed by RMR. Under our busimeanagement agreement with RI
RMR has also agreed not to provide business maragesarvices to any other REIT which is principa&hgaged in the business of owning
senior apartments, congregate communities, assigtegl facilities, nursing homes or MOBs, withdilie consent of a majority of our
Independent Trustees. The business and propertggearent agreements also include arbitration pravésfor the resolution of disputes,
claims and controversies.

Pursuant to our business management agreeRIdR may from time to time negotiate on our bBetdth third party vendors and
suppliers for the procurement of services to usp@s of this arrangement, we may enter agreemtisRMR and other companies to whi
RMR provides management services for the purposdétaining favorable terms from such vendors ampkers.

As part of our annual restricted share grander our 1999 Share Award Plan, or the 1998, Rkmamended, or our 2003 Share Award
Plan, or the 2003 Plan, collectively referred tateesShare Award Plans, we typically grant restdcthares to certain employees of RMR,
some of whom are our executive officers. In 2016 gnanted a total of 66,850 restricted sharesc¢b persons, which had an aggregate value
of $1.6 million based upon the closing price of oammon shares on the NYSE on the date of grare.fifih of those restricted shares ves
on the grant date and one fifth vests on eacheoh#xt four anniversaries of the grant date. Tsbsee grants to RMR employees are in
addition to the fees we pay to RMR.

Five Star is our former subsidiary, FivarSsé our largest tenant, and we are Five Stagest shareholder. On December 31, 2001, we
distributed substantially all of Five Star's thenstanding shares of common stock to our shareflée the time of this spin off, all of the
persons serving as
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Five Star's directors were also our Trustees. dietoro effect this spin off of Five Star and to govrelations after the spin off, Five Star
entered into agreements with us and others, indfp®MR, CWH and HPT. Since then Five Star has edtarto various leases with us and
other agreements which include provisions thaticondnd modify these undertakings. Among other erattthese agreements provide that:

. so long as we remain a REIT, Five Star may not evélie share ownership restrictions in its chantethe ability of any person
or group to acquire more than 9.8% of any cladsiv# Star's equity shares without our consent;

. so long as Five Star is a tenant of ours, Five 8ilhnot permit nor take any action that, in oeasonable judgment, might
jeopardize our tax status as a REIT;

. we have the option to cancel all of Five Star'ttsgunder the leases it has with us upon the atiquiby a person or group of
more than 9.8% of Five Star's voting stock and upthier change in control events affecting Five Stardefined in those
documents including the adoption of any sharehgddeposal (other than a precatory proposal) oetbetion to Five Star's
board of directors of any individual if such propbsr individual was not approved, nominated orcapied, as the case may
be, by vote of a majority of Five Star's directoreffice immediately prior to the making of suctoposal or the nomination or
appointment of such individual;

. the resolution of disputes, claims and controveraigsing from Five Star's leases with us may Bermed to binding arbitration
proceedings; and

. so long as Five Star is a tenant of ours or so &mBive Star has a business management agreeitie RMR, Five Star will
not acquire or finance any real estate of a typa tiwned or financed by us or any company manag&MR without first
giving us or such other company managed by RMRpaticable, the opportunity to acquire or finaneal estate investments
of the type in which we or such other company its.es

As of February 23, 2011, we owned 3.2 wnillshares of common stock of Five Star, which egmeed approximately 9.0% of Five
Star's outstanding shares common stock.

RMR provides management services to botndsFive Star; Mr. Barry Portnoy is one of our Mgimg Trustees and is a Managing
Director of Five Star; all of our officers and aart officers of Five Star (specifically Five StaPsesident and Chief Executive Officer and its
Chief Financial Officer and Treasurer) are officefRMR. Accordingly, the lease transactions betweg and Five Star described herein \
approved by our Independent Trustees and FivesStatependent Directors who are not trustees ectirs of the other company.

As of December 31, 2010, we leased 186osdiming communities and two rehabilitation hogistto Five Star. Under Five Star's leases
with us, Five Star pays us rent based on minimunualrent amounts plus percentage rent based ogaisEs in gross revenues at certain
properties. Five Star's total minimum annual rexgble to us under those leases as of Decemb03@,was $186.8 million, excluding
percentage rent based on increases in gross revahuaertain properties. The total rent we recagghizom Five Star for the years ended
December 31, 2010, 2009 and 2008 was $189.7 milinA8.9 million and $158.6 million, respectively.

Since January 2010, we engaged in addittoarasactions with Five Star, including:

. Pursuant to the terms of our leases with Five Starpurchased approximately $31.9 million of immments made to our
properties leased by Five Star, and, as a rekeltainual rent payable to us by Five Star increbgegpproximately
$2.6 million in aggregate for the affected leases.
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. In August 2010, at Five Star's request, we sold $ailled nursing facilities in Nebraska with angaggate 196 licensed beds
that were leased to Five Star for an aggregats saiee of approximately $1.5 million, and Five i&taent to us decreased by
approximately $145,000 per year. We recognizedraafaapproximately $109,000 on the sale of thesperties.

. In November 2010, at Five Star's request, we agiesdll three skilled nursing facilities in Geagiith an aggregate 329
licensed beds that are leased to Five Star foggregate sales price of approximately $18.0 mijlenmd we expect Five Star's
annual rent to us to decrease by approximately $ill®n if and after this sale closes. We expéet sale of these properties to
occur during the second quarter of 2011. The daleese properties is contingent upon the buyerispietion of diligence and
other customary closing conditions. We can provideassurance that the closing of our sale of thesgerties will be
completed.

. In January 2011, at Five Star's request, we adresell one assisted living community in Pennsylgamith 70 licensed units
that is leased to Five Star for a sales price pf@pmately $800,000, and we expect Five Star'siahrent to us to decrease by
approximately $72,000 if and after this sale clo¥es expect the sale of this property to occurrduthe first quarter of 2011.
The sale of this property is contingent upon thegeln's completion of diligence and other customamging conditions. We can
provide no assurance that the closing of our satlei® property will be completed.

CWH was formerly our parent. We were spfinamCWH's shareholders in 1999. At the time of epin off from CWH, we and CWH
entered into a transaction agreement pursuant ichwamong other things, we and CWH agreed thédrspas CWH owns 10% or more of
our common shares, we and CWH engage the same eramrage and CWH have any common managing trustge§WH will not make
any investment in senior apartments, congregatemeoriies, assisted living properties, nursing howresther healthcare properties, but
excluding medical office properties, medical clgiand clinical laboratory buildings, without thegorapproval of a majority of our
Independent Trustees, and (2) we will not makeiawgstment in office buildings, warehouses or matisluding medical office properties
and clinical laboratory buildings without the pragpproval of a majority of CWH's Independent Treste

In May 2008, concurrently with our purchase&7 MOBs from CWH for $562.0 million, we and CWétered into an amendment to
transaction agreement to permit us, rather than Ciwkhvest in MOBs. At the same time, CWH grantisch right of first refusal to purchase
up to 45 additional identified properties that C\Wned and which were leased to tenants in meditated businesses in the event CWH
determines to sell such properties including afréed sale as a result of a change of control offCoY subsidiaries which own those
properties.

In November 2010, we entered into a sexfeggreements for our purchase from CWH of 27 prigewhich are majority leased as
MOBs for an aggregate purchase price of approxim&70.0 million, excluding closing costs. Theseperties include approximately
2.8 million square feet and were subject to thbtraf first refusal referred to above. As of Jayu26, 2011, we had completed the purcha:
all 27 of these properties. CWH continues to owmpddperties that remain subject to our right oftfirefusal. Our 2008 and 2010 purchase
agreements with CWH include arbitration provisiémsthe resolution of disputes, claims and contrsies.

Both we and CWH are managed by RMR; Baowtrii®y and Adam Portnoy are Managing Trustees tf he and CWH; Frederick N.
Zeytoonjian is an Independent Trustee of both as@WWH; and all of our and CWH's officers are offeef RMR. Accordingly, the 2008 al
2010 purchase agreements between us and CWH debetlove were negotiated and approved by speciahitees of each company's
board of trustees comprised solely of Independemst€es who were not also Independent Trustedweaither company.
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Our Independent Trustees also serve astdigeor trustees of other public companies to WiR®/IR provides management services.
Mr. Barry Portnoy serves as a managing directananaging trustee of those companies, including Etee, CWH, HPT, GOV and TA and
Mr. Adam Portnoy serves as a managing trusteeroésaf those companies, including CWH, HPT and G\ ,he does not serve as a
managing director of Five Star or TA. We understdrad the other companies to which RMR provides agament services also have
relationships with each other, including business property management agreements and lease amantge In addition, officers of RMR
serve as officers of those companies. We underskatdurther information regarding those relatiups is provided in the applicable peric
reports and proxy statements filed by those otherpanies with the SEC.

We, RMR, Five Star, CWH, HPT, GOV and TAlea&urrently own 14.29% of AIC, an Indiana insuraeompany. All of our Trustees
and nearly all of the trustees and directors ofotier shareholders of AIC currently serve on tbart of directors of AIC. RMR, in addition
to being a shareholder, provides management anthestirative services to AIC pursuant to a managdraad administrative services
agreement with AIC. Our Governance Guidelines mtethat any material transaction between us andshHll be reviewed, authorized and
approved or ratified by both the affirmative vofeaamajority of our entire Board of Trustees anel #ffirmative vote of a majority of our
Independent Trustees. The shareholders agreemenigaus, the other shareholders of AIC and AIC idekiarbitration provisions for the
resolution of disputes, claims and controversies.

As of February 24, 2011, we have investe@ $nillion in AIC since its formation in Novemb2008. We may invest additional amounts
in AIC in the future if the expansion of this inance business requires additional capital, butneaat obligated to do so. For 2010, 2009
2008, we recognized losses of $771, $134,000 ance$Pectively, related to our investment in Al€2010, AIC designed a combination
property insurance program for us and other AlGedhalders in which AIC participated as a reinsu@ur total premiums paid under this
program in 2010 were approximately $275,000. Wecareently investigating the possibilities to exdarur insurance relationships with AIC
to include other types of insurance. By participgdtin this insurance business with RMR and theratbenpanies to which RMR provides
management services, we expect that we may béimafitcially by possibly reducing our insurance exges or by realizing our pro-rata share
of any profits of this insurance business.

The foregoing descriptions of our agreemevith RMR, Five Star, CWH and AIC and various induals and companies related to us
and them are summaries and are qualified in tmeiregy by the terms of certain of those agreemesiich are among the exhibits listed in
Item 15 of this Annual Report on Form 10-K and ipmyated herein by reference. In addition, copfeseatain of those agreements are filed
with the SEC and may be obtained from the SEC'ssiteehat www.sec.gov.

We believe that our agreements with RMReFStar, CWH and AIC are on commercially reasonsdrims. We also believe that our
relationships with RMR, Five Star, CWH, AIC anditteffiliated and related persons and entities fiens, and, in fact, provide us with
advantages in operating and growing our business.

Critical Accounting Policies

Our critical accounting policies are thdisat will have the most impact on the reportingof financial condition and results of
operations and those requiring significant judgreemtd estimates. We believe that our judgmentsatichates are consistently applied and
produce financial information that fairly preseaots results of operations. Our most critical acd¢mgnpolicies involve our investments in r
property. These policies affect our:

. allocation of purchase prices among various asgegories and the related impact on the recognitioental income and
depreciation and amortization expense;
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. assessment of the carrying values and impairméiesg lived assets; and

. classification of leases.

We allocate the consideration paid, gehecalsh plus the fair value of any assumed liabgitfor our properties among land, building
and improvements and identified intangible assetsliabilities, consisting of the value of aboverket and below market leases, the value of
in place leases and the value of tenant relatipssiurchase price allocations and the determmafiaiseful lives are based on our estimates
and, under some circumstances, studies from indimemeal estate appraisal firms to provide marietmation and evaluations that are
relevant to our purchase price allocations andrdetations of useful lives; however, we are ultislptresponsible for the purchase price
allocations and determination of useful lives.

We allocate the consideration to land,ding and improvements based on a determinatioheofair values of these assets assuming the
property is vacant. We determine the fair valua pfoperty using methods that we believe are sinoléhose used by independent apprai
Purchase price allocations to above market andabelarket leases are based on the estimated predart(using an interest rate which
reflects our assessment of the risks associatéritigtleases acquired) of the difference betwegth€lcontractual amounts to be paid
pursuant to the in place leases and (2) our estiofdiair market lease rates for the corresponflinges, measured over a period equal to the
remaining norcancelable terms of the respective leases. Purgh@seallocations to in place leases and tendatioaships are determined
the excess of (1) the purchase price paid for pgoty after adjusting existing in place leasesstineated market rental rates over (2) the
estimated fair value of the property as if vacive aggregate this value between in place leasesand tenant relationships based on our
evaluation of the specific characteristics of e@rtant's lease; however, the value of tenant oglshiips has not been separated from in place
lease value for our properties because we beligtle galue and related amortization expense is irnatfor acquisitions reflected in our
historical financial statements. We consider carfactors in performing these analyses includingreges of carrying costs during the
expected lease up periods, including real estagsfansurance and other operating income and sggeand costs to execute similar leases in
current market conditions, such as leasing commnissilegal and other related costs. If we beliéeevilue of tenant relationships are
material in the future, those amounts will be safey allocated and amortized over the estimatagsof the relationships. We recognize the
excess, if any, of the consideration paid over amwallocated to land, buildings and improvement$identified intangible assets and
liabilities as goodwill.
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We compute depreciation expense usingtthght line method over estimated useful livesipfto 40 years for buildings and
improvements, and up to 12 years for personal ptppé@/e do not depreciate the allocated cost aof [Ale amortize capitalized above mat
lease values (included in acquired real estateass a reduction to rental income over the reimgimon-cancelable terms of the respective
leases. We amortize capitalized below market lgaBess (presented as acquired real estate leaigatidrhs) as an increase to rental income
over the remaining terms of the respective leasesamortize the value of in place leases exclusiibe value of above market and below
market in place leases to expense over the rengaimin-cancelable periods of the respective ledfsadease is terminated prior to its stated
expiration, all unamortized amounts relating ta tease are written off. Purchase price allocati@uglire us to make certain assumptions and
estimates. Incorrect assumptions and estimates@sait in inaccurate depreciation and amortizatioarges over future periods.

We periodically evaluate our propertiesifopairment. Impairment indicators may include denh tenant occupancy, weak or declin
tenant profitability, cash flow or liquidity, ouedision to dispose of an asset before the end ektimated useful life and legislative, and
market or industry changes that could permanertlyce the value of a property. If indicators of @aimment are present, we evaluate the
carrying value of the related property by compaitrtg the expected future undiscounted cash flmnse generated from that property. If the
sum of these expected future cash flows is lesstti@carrying value, we reduce the net carryidgevaf the property to its estimated fair
value. This analysis requires us to judge wheth@icators of impairment exist and to estimate {iketture cash flows. If we misjudge or
estimate incorrectly or if future tenant operatiomsirket or industry factors differ from our expsains we may record an impairment charge
that is inappropriate or fail to record a chargeewkve should have done so, or the amount of arty charges may be inaccurate.

Each time we enter a new lease or matgmadidify an existing lease, we evaluate its classiion as either a capital or operating lease.
The classification of a lease as capital or opegagiffects the carrying value of a property, ad a&lour recognition of rental payments as
revenue. These evaluations require us to make &stinof, among other things, the remaining usd&ibhd fair market value of a leased
property, appropriate discount rates and futuré flasvs. Incorrect assumptions or estimates mayltr@s misclassification of our leases.

These policies involve significant judgnentade based upon experience, including judgméweist &urrent valuations, ultimate
realizable value, estimated useful lives, salvagesidual value, the ability and willingness of éenants to perform their obligations to us,
and the current and likely future operating and getitive environments in which our properties aperated. In the future, we may need to
revise our carrying value assessments to incorpamérmation which is not now known, and such s@ns could increase or decrease our
depreciation expense or impairment charges retatpdoperties we own, result in the classificatidrour leases as other than operating le
or decrease the carrying values of our assets.

Impact of Inflation

Inflation might have both positive and niagaimpacts upon us. Inflation might cause theugadf our real estate investments to increase
In an inflationary environment, the percentagegeviiich we receive based upon a percentage okaants' revenues should increase.
Offsetting these benefits, inflation might cause casts of equity and debt capital and other opegatosts to increase. An increase in our
capital costs or in our operating costs will reguitlecreased earnings unless it is offset by as@d revenues. In periods of rapid inflation,
tenants' operating costs may increase faster thaamues and this fact may have an adverse impaatusif our tenants' operating income
from our properties becomes insufficient to pay i@mt. To mitigate the adverse impact of increasednt financial distress upon us, we
generally require our tenants to provide guararfi@esur rent. To
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mitigate the adverse impact of increased costebf dapital in the event of material inflation, previously have purchased interest rate cap
agreements and we may enter into similar inteegstliedge arrangements in the future. The dedigienter into these agreements was and
will be based on the amount of our floating ratbtdritstanding, our belief that material interegérincreases are likely to occur and the
requirements of our borrowing arrangements.

Impact of Government Reimbursement

Approximately 87% of our current rents fronr senior living properties come from propertidsere approximately 80% or more of the
operating revenues are derived from residents valyonith their own private resources. The remairiiBéo of our rents from our senior livil
properties come from properties where the reveatesnore dependent upon Medicare and Medicaid anogjr The operations of these
Medicare and Medicaid dependent senior living pria@e currently produce sufficient cash flow to pap our rent. However, as discussed
under the caption, "Business—Government Regulai@hReimbursement”, we expect that Medicare andddi&brates paid to our tenants
may not increase in amounts sufficient to pay enahts' increased operating costs, or that theyewery decline. Also, the hospitals we lease
to Five Star are heavily dependent upon Medicaremaes.

PPACA contains insurance changes, payntariges and healthcare delivery systems changesleddo expand access to health
insurance coverage and reduce the growth of heatrexpenditures while simultaneously maintainingproving the quality of healthcare.
Under PPACA, beginning in fiscal year 2012, a pathity adjustment will reduce the Medicare SNF dR# market basket adjustments for
inflation that may result in payment rates forscéil year being less than for the preceding figeat. PPACA also reduced the Medicare IRF
market basket adjustment for inflation by 0.25%ffscal year 2010, effective for discharges on after April 1, 2010, and for fiscal year
2011, which began October 1, 2010. PPACA will redfiture IRF Medicare market basket adjustmentarbgunts ranging from 0.1% to
0.3% for fiscal years 2012 through 2016, and by% Tor fiscal years 2017 through 2019. PPACA alsalgishes an Independent Payment
Advisory Board to submit legislative proposals tongress and take other actions with a goal of iedudedicare spending growth and
includes various other provisions affecting Medécand Medicaid providers, including enforcemenbmefs and increased funding for
Medicare and Medicaid program integrity controtiatives. We are unable to predict the impact ontenants of the productivity adjustme
or other PPACA provisions on future Medicare rdtgsSNFs and IRFs or the insurance, payment anlthoaae delivery systems changes
contained in and to be developed pursuant to PPA®GA.changes implemented or to be implemented UPBAICA could result in the failu
of Medicare, Medicaid or private payment reimbursatirates to cover our tenants' increasing costsher circumstances that could have a
material adverse effect on our tenants' abilitbegay rent to us.

CMS has adopted rules that took effect otoBer 1, 2010 that it estimates will increase aggte Medicare payment rates for SNFs by
approximately 1.7% overall in federal fiscal ye812, as the result of an annual market basketaseref approximately 2.3% to account for
inflation, reduced by a forecast error adjustmétt.6%. CMS has also adopted rules that took effadDctober 1, 2010 that it estimates will
increase aggregate Medicare payment rates for bigEepproximately 2.2% overall in federal fiscal ygal11l.

Some of the states in which our tenantsaipeeither have not raised Medicaid rates by atsosufficient to offset increasing costs or
have frozen or reduced or are expected to freeredoice, Medicaid rates. The federal governmentktended certain increases in federal
payments to states for Medicaid programs, in eeuate October 1, 2008, for six months through Bhe2011, but at substantially reduced
levels. We expect the phasing out of these fegenainents, combined with the anticipated slow recpwé state revenues, to result in
continued difficult state fiscal conditions. Some
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state budget deficits are likely to increase, aantiain states may reduce Medicaid payments totiezak service providers like some of our
tenants as part of an effort to balance their btedge

Seasonality

Nursing home and assisted living operatimage historically reflected modest seasonalityrimiyjicalendar fourth quarter holiday
periods, residents at such facilities are sometidigsharged to join in family celebrations and agbitn decisions are often deferred. The
quarter of each calendar year usually coincidel imitreased illness among residents which cantregsinicreased costs or discharges to
hospitals. As a result of these factors and otlteese operations sometimes produce greater earimrige second and third quarters of each
calendar year and lesser earnings in the fourtHiestccalendar quarters. We do not expect theasm®l differences to have a material im
upon the ability of our tenants to pay our rensdlwe do not expect these seasonal differendesvid a material impact on our MOBs or
wellness centers.

Impact of Climate Change

The current political debate about climettange has resulted in various treaties, laws egalations which are intended to limit carbon
emissions. We believe these laws being enactetbpoped may cause energy costs at our propertiasrease, but we do not expect the
direct impact of these increases to be materialtaresults of operations, because the increassid edher would be the responsibility of our
tenants directly or in large part may be passealtin by us to our tenants as additional lease patgnalthough we do not believe it is likely
in the foreseeable future, laws enacted to mitighteate change may make some of our buildings lebsor cause us to make material
investments in our properties which could mateyriatid adversely affect our financial condition.

ltem 7A. Quantitative and Qualitative Disclosures About Market Risk.

We are exposed to risks associated wittkketathanges in interest rates. We manage our exptsthis market risk by monitoring
available financing alternatives. Our strategy &miage exposure to changes in interest rates ingeld since December 31, 2009. Other
than as described below, we do not foresee anyfis@m changes in our exposure to fluctuationgterest rates or in how we manage this
exposure in the future.
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At December 31, 2010, our outstanding firet@ debt included the following (dollars in thands):

Annual Annual
Principal Interest Interest Interest
Debt () Balance Rate Expense Maturity Payments Due
Unsecured senior not $ 225,000 8.625% $ 19,40¢ 2012 Sem-Annually
Unsecured senior not 200,00( 6.75% 13,50( 202C Sem-Annually
Mortgages? 303,94t  6.71% 20,39 201¢ Monthly
Mortgages 48,56¢ 6.54% 3,17¢ 2017 Monthly
Mortgages 31,83: 6.97% 2,21¢ 2012 Monthly
Mortgage 14,47 6.91% 1,00 201z Monthly
Mortgages 11,16¢ 6.11% 682 201z Monthly
Mortgage 4,307 6.50% 28C 201z Monthly
Mortgage 3,74z 7.31% 274 2022 Monthly
Mortgage 2,41¢ 6.73% 162 201z Monthly
Mortgage 1,83: 7.85% 144 2022 Monthly
Bonds 14,70C 5.875Y% 864 2027 Sem-Annually
$ 861,98t $ 62,10:

1) Excludes $250.0 million principal balance of ou8@%6 senior notes due 2016 issued by us in Jan@dr. 2

(2 Consists of fixed rate portion of our FNMA loan.

No principal payments are due under ouromsed notes or bonds until maturity. Our mortgaggsire principal and interest payments
through maturity pursuant to amortization scheduBexause these debts bear interest at a fixedctadages in market interest rates during
the term of these debts will not affect our opagtiesults. If these debts are refinanced at isteates which are 10% higher or lower than
shown above, our per annum interest cost wouldeas® or decrease by approximately $6.2 million.

Changes in market interest rates also tfffiecfair value of our fixed rate debt obligatipimcreases in market interest rates decrease the
fair value of our fixed rate debt, while decreaisemarket interest rates increase the fair valueunffixed rate debt. Based on the balances
outstanding at December 31, 2010, and discountgd ftav analysis through the maturity date of dxed rate debt obligations, a
hypothetical immediate 10% change in interest ra@sld change the fair value of those obligatiopsapproximately $27.6 million.

Our unsecured senior notes and mortgagergléy contain provisions that allow us to makgaygment at par plus premiums which is
generally designed to preserve a stated yieldga#dbt holder. Also, as we have previously doneamasion, we occasionally have the
opportunity to purchase our outstanding debt bynaparket purchases. These prepayment rights amthgges may afford us the opportunity
to mitigate the risks arising from changes in iegtrates.

Our unsecured revolving credit facility ages interest at floating rates and matures in Bes 2011. At December 31, 2010 and
February 24, 2011, we had $128.0 million and $5l0am, respectively, outstanding and $422.0 mitliand $545.0 million, respectively,
available for borrowing under our revolving crefditility. We may make repayments and drawings uoderevolving credit facility at any
time without penalty. We borrow in U.S. dollars dmtrowings under our revolving credit facility age interest at LIBOR plus a spread.
Accordingly, we are vulnerable to changes in U@Slad based short term rates, specifically LIBORabdition, upon renewal or refinancing
of our revolving credit facility, we are vulneraliteincreases in credit spreads due to market tiondi
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Generally, a change in interest rates would natcatihe value of our floating rate debt but woufget our operating results. If interest rates
were to change gradually over time, the impact wdnd spread over time. Our exposure to fluctuatiorfiating interest rates will increase
or decrease in the future with increases or deessiasthe outstanding amount under our revolvirglitfacility or other floating rate debt. F
example, the interest rate payable on our outstgndivolving indebtedness of $128.0 million at Deber 31, 2010, was 1.06%. The

following table presents the impact a 10% changatarest rates would have on our annual floatatg mterest expense at December 31,
2010 (dollars in thousands):

Impact of Changes in Interest Rates

Outstanding Total Interest
Interest Rate Debt Expense Per Year

At

December

2010 1.06% $ 128,000 $ 1,357
10%

reduction 0.95% $ 128,000 $ 1,21¢
10% increas: 1.17% $ 128,000 $ 1,49¢

The foregoing table shows the impact ofiramediate change in floating interest rates. I€iast rates were to change gradually over
time, the impact would be spread over time. Ouiosype to fluctuations in floating interest ratedl imcrease or decrease in the future with
increases or decreases in the outstanding amodet oar revolving credit facility or other floatingte debt. The following table presents the

impact a 10% change in interest rates would haveuorannual floating rate interest expense at Déesi81, 2010 if we were fully drawn on
our revolving credit facility (dollars in thousands

Impact of Changes in Interest Rates
Total Interest

Interest Rate Outstanding Debt Expense Per Year
At
December
2010 1.06% $ 550,000 $ 5,83(
10%
reduction 0.95% $ 550,000 $ 5,22¢
10% increas: 1.17% $ 550,00( $ 6,43t

On August 4, 2009, we closed a FNMA mortgfigancing for approximately $512.9 million. A paf this borrowing is at a fixed
interest rate, with a balance of $303.9 millioacember 31, 2010, and a part is at a floatingaaleulated as a spread above LIBOR, with a
balance of $202.4 million at December 31, 2010.€8ally, a change in market interest rates will ctzinge the value of the floating rate part
of this loan but will change the interest expenséhe floating rate part of this loan. For exampleDecember 31, 2010, our effective
weighted average annual interest rate payableenutstanding variable amount of this loan was %.3® interest rates increase by 10% of
current rates, the impact upon us would be to chang interest expense as shown in the followibgtédollars in thousands):

Impact of Changes in Interest Rates
Outstanding Total Interest

Interest Rate () Debt Expense Per Year
At
December 32
2010 6.39% $ 202,44¢ $ 12,93"
10% reductior 6.37% $ 202,44¢ $ 12,89¢
10% increas: 6.42% $ 202,44¢ $ 12,997

(1)  Our variable rate at December 31, 2010 consistiseobne month LIBOR rate of 0.26% at December 8102lus a fixed premium.
This table assumes a 10% interest rate changesaonéh month LIBOR rate.
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Also, we have arranged with FNMA to caplimit, the interest rate increases which will inspthe interest expense we will pay on the
floating rate part of this loan. The net effectldf arrangement is that the maximum effectiverggerate we may be required to pay on the
full amount of this loan is 7.79% per annum.

We also have the option to prepay our FNddigations in order to mitigate the risks of refitting or for other reasons. The fixed rate
portion of this loan may be prepaid during thetf#® months of the loan term subject to our pagrsiandard make whole premium and
thereafter for a declining fixed percent premiunthef amount prepaid which is reduced to zero irfakesix months of this ten year loan. The
floating rate portion may be prepaid after one yean fixed premium percent of the amount prepaich is also reduced to zero in the last
six months of this ten year loan. We may exerdigsé prepayment options to mitigate the risks etiten this FNMA loan arising from
changes in interest rates.

Item 8. Financial Statements and Supplementary &ia.
The information required by this item islided in Item 15 of this Annual Report on FormKLO-
Iltem 9. Changes in and Disagreements With Accotemts on Accounting and Financial Disclosure.
None.
Item 9A. Controls and Procedures.

As of the end of the period covered by thgort, our management carried out an evaluatioder the supervision and with the
participation of our Managing Trustees, our Prasidend Chief Operating Officer and our Treasurat @hief Financial Officer, of the
effectiveness of our disclosure controls and pracesipursuant to Exchange Act Rules 13a-15 andlb5&ased upon that evaluation, our
Managing Trustees, our President and Chief Opeya&iificer and our Treasurer and Chief Financiali€gif concluded that our disclosure
controls and procedures are effective.

There have been no changes in our intearatol over financial reporting during the quaeded December 31, 2010 that have
materially affected, or are reasonably likely tatenally affect, our internal control over finantraporting.

Management Report on Assessment of Internal ContrdDver Financial Reporting

We are responsible for establishing anchta@ing adequate internal control over financggdarting. Our internal control system is
designed to provide reasonable assurance to ouagearent and Board of Trustees regarding the prégaiand fair presentation of
published financial statements. All internal cohiystems, no matter how well designed, have infidimitations. Therefore, even those
systems determined to be effective can provide mrdgonable assurance with respect to financiedratant preparation and presentation.

Our management assessed the effectivefiess mternal control over financial reporting@sDecember 31, 2010. In making this
assessment, it used the criteria set forth by thrar@ittee of Sponsoring Organizations of the Tread@ammission irinternal Control—
Integrated Framewor. Based on our assessment, we believe that, asedriber 31, 2010, our internal control over finaheporting is
effective.

Ernst & Young LLP, the independent registiepublic accounting firm that audited our 2010smidlated financial statements include
this Annual Report on Form 1Q; has issued an attestation report on our intesoadrol over financial reporting. The report apgeslsewher
herein.

Item 9B. Other Information.
None.
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PART Il
Item 10. Directors, Executive Officers and Corpmate Governance.

We have a Code of Conduct that applied! toua representatives, including our officers dndstees and employees of RMR. Our Code
of Conduct is posted on our website, www.snhreihcA printed copy of our Code of Conduct is alsailable free of charge to any person
who requests a copy by writing to our Secretarpi®@eHousing Properties Trust, Two Newton Placd ®fashington Street, Suite 300,
Newton, MA 0245-1634. We intend to disclose any amendments orevaito our Code of Conduct applicable to our ppatexecutive
officer, principal financial officer, principal aoanting officer or controller (or any person penfing similar functions) on our website.

The remainder of the information requirgdtem 10 is incorporated by reference to our dafie Proxy Statement.
ltem 11. Executive Compensation.

The information required by Item 11 is inparated by reference to our definitive Proxy Statat.
Item 12. Security Ownership of Certain BeneficiBOwners and Management and Related Stockholder Médrs.

Equity Compensation Plan Information.We may grant common shares to our officersathdr employees of RMR under the Share
Award Plans. In addition, each of our Trusteesivese2,000 shares per year as part of his annuapensation for serving as a Trustee and
such shares may be awarded under either of thass.pihe 1999 Plan was approved by CWH as ouiskaleeholder prior to our spin off
from CWH. The 2003 Plan was approved by our Bodrfrastees. The terms of grants made under theeShaard Plans are determined by
our Board of Trustees, or a committee thereohatime of the grant. The following table is adDafcember 31, 2010.

Number of securities
remaining available for

Number of securities to Weighted-average future issuance under

be issued upon exercise exercise price of equity compensation plans

of outstanding options,  outstanding options, excluding securities
warrants and rights warrants and rights reflected in column (a)

() (b) ©

Equity compensation plans

approved by security

holder—1999 Plar None. None. 2,493,511
Equity compensation plans nc

approved by security

holder—2003 Plar None. None. 2,493,51(%)

Total None. None. 2,493,511

(1) Pursuant to the terms of the Share Award Planso iavent shall the aggregate combined number oéslissued under
both plans exceed 2,921,920; 2,493,515 repredsmtsoimbined total shares available under both mari3ecember 31,
2010. Since the Share Award Plans were establigt#8j405 share awards have been granted. Whenahards are
granted under either Share Award Plan, it redutesfigregate combined number of shares availallier dnoth plans

Payments by us to RMR are described in "&d@ment’'s Discussion and Analysis of Financial @mmand Results of Operations—
Liquidity and Capital Resources—Related Person Saations". The remainder of the information reqiiiog Iltem 12 is incorporated by
reference to our definitive Proxy Statement.
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Item 13. Certain Relationships and Related Trarections, and Director Independence.
The information required by Item 13 is inmporated by reference to our definitive Proxy Stadat.
Item 14. Principal Accountant Fees and Services.

The information required by Item 14 is inporated by reference to our definitive Proxy Stadat.

PART IV
Item 15. Exhibits and Financial Statement Schedes.

(@ Index to Financial Statements and Financial Stat¢i@ehedules

The following consolidated financial statsrts and financial statement schedule of SenioskiguProperties Trust are included on the
pages indicated:

Page

Report of Ernst & Young LLP, Independent Registdpeittlic Accounting Firn F-1
Consolidated Balance Sheets as of December 31,&81200¢ F-3
Consolidated Statements of Income for each oftiheetyears in the period ended

December 31, 201 F-4
Consolidated Statements of Shareholders' Equitgdch of the three years in the period ended

December 31, 201 F-5
Consolidated Statements of Cash Flows for eacheoftiree years in the period ended

December 31, 201 F-6
Notes to Consolidated Financial Stateme F-8
Schedule Il—Real Estate and Accumulated Depreciation as of bee 31, 201( S-1

All other schedules for which provisiomigde in the applicable accounting regulations efSbcurities and Exchange Commission are
not required under the related instructions, origapplicable, and therefore have been omitted.

b)  Exhibits

Exhibit

Number Description

3.1 Composite Copy of Amended and Restated Declarafidmust, dated September 20, 1¢
as amended to date. (Incorporated by referendeest@dmpany's Current Report on Form 8-
K dated June 3, 200¢

3.2 Articles Supplementary dated May 11, 2q0orporated by reference to the Company's
Quarterly Report on Form -Q for the quarter ended March 31, 20(

3.3 Articles Supplementary dated March 10, 2004. (Ipocated by reference to the Compal
Registration Statement on Fort-A dated March 18, 2004

3.4 Certificate of Correction dated March 2902. (Incorporated by reference to the
Company's Quarterly Report on Formr-Q for the quarter ended March 31, 20(

3.5 Amended and Restated Bylaws of the Compaspf January 13, 2010. (Incorporated by
reference to the Company's Current Report on F«-K dated January 13, 201(
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Exhibit
Number

Description

4.1

4.2

4.3

4.4

4.5

4.6
4.7
4.8

8.1
10.1

10.2
10.3
10.4
10.5

10.6

Form of Common Share Certificate. (Incogped by reference to the Company's Quarterly
Report on Form 1-Q for the quarter ended June 30, 20i

Indenture, dated as of December 20, 20&tyden the Company and State Street Bank and
Trust Company. (Incorporated by reference to then@any's Registration Statement on
Form &-3, File No. 33-76588.)

Supplemental Indenture No. 1, dated asemfenber 20, 2001, between the Company and
State Street Bank and Trust Company, relating®6e®6 Senior Notes due 2012, includi
form thereof. (Incorporated by reference to the @any's Current Report on Form 8-K
dated February 13, 200:

Supplemental Indenture No. 2, dated asemfeinber 28, 2001, between the Company and

State Street Bank and Trust Company, relatingbs®6 Senior Notes due 2012.
(Incorporated by reference to the Company's CuRepiort on Form 8-K dated

February 13, 2002

Supplemental Indenture No. 4, dated aspoil 8, 2010, between the Company and U.S.
Bank National Association, relating to 6.75% Semotes due 2020, including form
thereof. (Incorporated by reference to the Coma@yiarterly Report on Form 10-Q for
the quarter ended March 31, 201

Supplemental Indenture No. 5, dated aswedidry 13, 2011, between the Company and
U.S. Bank National Association, related to 4.30%i&eNotes due 2016, including form
thereof. (Filed herewith

Rights Agreement, dated as of March 104268tween the Company and EquiServe Trust
Company, N.A. (Incorporated by reference to the gany's Current Report on Form 8-K
dated March 10, 2004
Appointment of Successor Rights Agent, dlaie of December 13, 2004, between the
Company and Wells Fargo Bank, National Associat{brcorporated by reference to the
Company's Current Report on Fori-K dated December 13, 200:

Opinion of Sullivan & Worcester LLP as to certaéx tmatters. (Filed herewitt

Business Management Agreement, dated denofary 7, 2010, between the Company, Reit
Management & Research LLC, Barry M. Portnoy, GeMrdartin and Adam D. Portnoy.
(+) (Incorporated by reference to the Company'sé&umReport on Form 8-K dated
January 13, 2010
Amendment to Business Management Agreement, datetildovember 12, 2010, betwe
Reit Management & Research LLC and the Company(I{eprporated by reference to the
Company's Current Report on Fori-K dated November 18, 201(

Second Amendment to Business Managemeamteftent, dated as of January 14, 2011,
between Reit Management & Research LLC, the ComBaryy M. Portnoy, Gerald M.
Martin and Adam D. Portnoy. (+) (Filed herewit

Amended and Restated Property Managengneefent, dated as of January 7, 2010,
between Reit Management & Research LLC and the @agnf+) (Incorporated by
reference to the Company's Current Report on F«-K dated January 13, 201(

First Amendment to Amended and Restatedd?ty Management Agreement, dated as of
January 14, 2011, between Reit Management & Rds¢&i€ and the Company. (+) (File
herewith.)

1999 Incentive Share Award Plan. (+) (fpooated by reference to the Company's
Registration Statement on Form S-11 (Pre-effecdinendment No. 2), File No. 333-
69703.)
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Exhibit
Number

Description

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

Amendment to the 1999 Incentive Share AviFdan. (+) (Incorporated by reference to the
Company's Quarterly Report on Formr-Q for the quarter ended June 30, 20
2003 Incentive Share Award Plan. (+) (lpooated by reference to the Company's
Quarterly Report on Form -Q for the quarter ended June 30, 20!

Form of Restricted Share Agreement. (#Qdiporated by reference to the Company's
Current Report on Formr-K dated September 21, 201

Representative form of Indemnificatiorrdgment. (+) (Incorporated by reference to the
Company's Current Report on Fori-K dated February 3, 200¢

Summary of Trustee Compensation. (+)ofiparated by reference to the Company's
Current Report on Formr-K dated May 14, 2010
Transaction Agreement, dated September 21, 199#eba HRPT Properties Trust and
Company. (Incorporated by reference to the CutiRaptort on Form 8-K dated October 12,
1999 by HRPT Properties Trust (now known as Commealil REIT).)

First Amendment to Transaction Agreemdaitied as of May 5, 2008, between HRPT
Properties Trust and the Company. (Incorporatettfarence to the Company's Current
Report on Form-K dated May 9, 2008

Representative Lease for properties tetmssubsidiaries of Marriott International, Inc.
(Incorporated by reference to the Company's Redistr Statement on Form S-11 (Pre-
effective Amendment No. 2), File No. :-69703.)

Representative Guaranty of Tenant Olitigat dated as of October 8, 1993, by Marriott
International, Inc. in favor of HMC Retirement Pespies, Inc. (Incorporated by reference
to the Company's Registration Statement on Forrh §le-effective Amendment No. 2),
File No. 33:-69703.)

Representative First Amendment to Leasprbperties leased to subsidiaries of Marriott
International, Inc. (Incorporated by referencette Company's Registration Statement on
Form &-11 (Pre-effective Amendment No. 2), File No. :-69703.)

Representative Assignment and Assumpftideases, Guarantees and Permits for
properties leased to subsidiaries of Marriott Inéional, Inc. (Incorporated by reference to
the Company's Registration Statement on Form Sideffective Amendment No. 2), Fi
No. 33:-69703.)

Representative Second Amendment of Lieaggoperties leased to subsidiaries of
Marriott International, Inc. (Incorporated by reface to the Company's Registration
Statement on Form-11 (Pre«effective Amendment No. 2), File No. :-69703.)

Representative First Amendment of GugrptMarriott International, Inc., dated as of
May 16, 1994, in favor of HMC Retirement Propertieg. (Incorporated by reference to
the Company's Registration Statement on Form ideffective Amendment No. 2), Fi
No. 33:-69703.)

Assignment of Lease, dated as of Jun&d%4, by HMC Retirement Properties, Inc. in
favor of Health and Rehabilitation Properties Trstcorporated by reference to the
Company's Registration Statement on Form S-11 ¢Reetive Amendment No. 2), File
No. 33:-69703.)

Third Amendment to Facilities Lease, dats of June 30, 1994, between HMC Retirement
Properties, Inc. and Marriott Senior Living Sendckc. (Incorporated by reference to the
Company's Registration Statement on Form S-11 ¢Reetive Amendment No. 2), File
No. 33:-69703.)
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Exhibit
Number

Description

10.22

10.23

10.24

10.25

10.26

10.27

10.28

10.29

10.30

10.31

10.32

Third Amendment of Lease, dated Augu&000, between SPTMRT Properties Trust and
Marriott Senior Living Services, Inc. (Incorporatey reference to the Company's Annual
Report on Form 1-K for the year ended December 31, 20!

Representative Fourth Amendment of Léarsproperties leased to subsidiaries of Marriott
International, Inc. (Incorporated by referenceit®e Company's Annual Report on Form 10-
K for the year ended December 31, 20t

Representative Fifth Amendment of Leas@foperties leased to subsidiaries of Marriott
International, Inc. (Incorporated by referenceit® €Company's Annual Report on Form 10-
K for the year ended December 31, 20t

Transaction Agreement, dated Decemb20@1, among the Company, certain subsidiaries
of the Company party thereto, Five Star QualityeCémc., certain subsidiaries of Five Star
Quality Care, Inc. party thereto, FSQ, Inc., Haaslit Properties Trust, HRPT Properties
Trust and Reit Management & Research LLC. (Incaateat by reference to the Company's
Current Report on Formr-K dated December 13, 200:

Amended and Restated Master Lease Agredinease No. 1), dated as of August 4, 2009,
among certain affiliates of the Company, as Lardjland Five Star Quality Care Trust, as
Tenant. (Incorporated by reference to the Compapyarterly Report on Form 10-Q for
the quarter ended June 30, 20(

Partial Termination of and First AmenditerAmended and Restated Master Lease
Agreement (Lease No. 1), dated as of October 19,28@ong certain subsidiaries of the
Company, as Landlord, and Five Star Quality Caresflras Tenant. (Incorporated by
reference to the Company's Quarterly Report on Fd@+@ for the quarter ended
September 30, 200¢

Second Amendment to Amended and Redwdster Lease Agreement (Lease No. 1),
dated as of November 17, 2009, among certain siabigisl of the Company, as Landlord,
and Five Star Quality Care Trust, as Tenant. (Ipoated by reference to the Company's
Annual Report on Form -K for the year ended December 31, 20(

Third Amendment to Amended and Restatadt®t Lease Agreement (Lease No. 1), dated
as of December 10, 2009, among certain subsidiafitee Company, as Landlord, and
Five Star Quality Care Trust, as Tenant. (Incorfeatdy reference to the Company's
Annual Report on Form -K for the year ended December 31, 20(

Partial Termination of and Fourth Amendtrte Amended and Restated Master Lease
Agreement (Lease No. 1), dated as of August 1, 28h®ng certain subsidiaries of the
Company, as Landlord, and Five Star Quality Caresflras Tenant. (Incorporated by
reference to the Company's Quarterly Report on Fd@+@ for the quarter ended
September 30, 201(

Amended and Restated Guaranty Agreerheasé No. 1), dated as of August 4, 2009,
made by Five Star Quality Care, Inc., as Guaraffbotthe benefit of certain subsidiaries of
the Company, relating to the Amended and Restatastdvl Lease Agreement (Lease
No. 1), dated as of August 4, 2009, among certffiliates of the Company, as Landlol
and Five Star Quality Care Trust, as Tenant. (lpo@ated by reference to the Company's
Quarterly Report on Form -Q for the quarter ended June 30, 20!

Amended and Restated Master Lease Agredinease No. 2), dated as of August 4, 2009,
among certain affiliates of the Company, as Lardjland certain affiliates of Five Star
Quality Care, Inc., as Tenant. (Incorporated bgnexice to the Company's Quarterly Re
on Form 1-Q for the quarter ended June 30, 20i
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Exhibit
Number

Description

10.33

10.34

10.35

10.36

10.37

10.38

10.39

10.40

10.41

10.42

Partial Termination of and First AmendinterAmended and Restated Master Lease
Agreement (Lease No. 2), dated as of Novemberd9,28mong certain subsidiaries of the
Company, as Landlord, and certain subsidiaries\wa Btar Quality Care, Inc., as Tenant.
(Incorporated by reference to the Company's AnRegdort on Form 10-K for the year
ended December 31, 200

Partial Termination of and Second Amentriee Amended and Restated Master Lease
Agreement (Lease No. 2), dated as of August 1, 2&hdng certain subsidiaries of the
Company, as Landlord, and certain subsidiaries\af Btar Quality Care, Inc., as Tenant.
(Incorporated by reference to the Company's QugrRaport on Form 1@ for the quarte
ended September 30, 201

Amended and Restated Guaranty Agreerheasé No. 2), dated as of August 4, 2009,
made by Five Star Quality Care, Inc., as Guaraffbotthe benefit of certain subsidiaries of
the Company, relating to the Amended and Restatastdvl Lease Agreement (Lease
No. 2), dated as of August 4, 2009, among cerfffiliaées of the Company, as Landlol
and certain affiliates of Five Star Quality Carms.| as Tenant. (Incorporated by reference
to the Company's Quarterly Report on Forr-Q for the quarter ended June 30, 20!

Amended and Restated Master Lease Agredirease No. 4), dated as of August 4, 2009,
among certain affiliates of the Company, as Lartjland certain affiliates of Five Star
Quality Care, Inc., as Tenant. (Incorporated bgneice to the Company's Quarterly Re
on Form 1-Q for the quarter ended June 30, 20!

First Amendment to Amended and Restatast®l Lease Agreement (Lease No. 4), dated
as of October 1, 2009, among certain affiliatethefCompany, as Landlord, and certain
affiliates of Five Star Quality Care, Inc., as @eh (Incorporated by reference to the
Company's Annual Report on Form-K for the year ended December 31, 20(

Amended and Restated Guaranty Agreerheasé No. 4), dated as of August 4, 2009,
made by Five Star Quality Care, Inc., as Guaramorthe benefit of certain affiliates of t
Company, relating to the Amended and Restated Mastese Agreement (Lease No. 4),
dated as of August 4, 2009, among certain affgiatiethe Company, as Landlord, and
certain affiliates of Five Star Quality Care, In&s, Tenant. (Incorporated by reference tc
Company's Quarterly Report on Formr-Q for the quarter ended June 30, 20

Lease Realignment Agreement, dated Asigidist 4, 2009, among the Company and
certain of its subsidiaries, and Five Star Qudlire, Inc. and certain of its subsidiaries.
(Incorporated by reference to the Company's QugrReport on Form 1@ for the quarte
ended June 30, 200¢

Master Credit Facility Agreement, datedBAugust 4, 2009, between SNH FM
Financing LLC and Citibank, N.A., and acknowledgedl agreed to by SNH FM Financ
Trust and Ellicott City Land I, LLC. (Incorporatdéyy reference to the Company's Quarterly
Report on Form 1-Q for the quarter ended June 30, 20i

Amendment No. 1 to Master Credit Fackireement, dated as of February 1, 2010 and
executed on or about May 27, 2010, among SNH FMrdmg LLC, Citibank, N.A. and
Fannie Mae, and acknowledged and agreed to by SWRiRancing Trust and Ellicott Ci
Land I, LLC. (Incorporated by reference to the Camgs Quarterly Report on Form 10-Q
for the quarter ended June 30, 20:

Amended and Restated Master Lease Agreedaed as of August 4, 2009, among SNH
FM Financing LLC, SNH FM Financing Trust and Ellit€ity Land I, LLC, as Landlord,
and FVE FM Financing, Inc., as Tenant. (Incorpatdig reference to the Company's
Quarterly Report on Form -Q for the quarter ended June 30, 20!
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Exhibit
Number

Description

10.43

10.44

10.45

10.46

10.47

10.48

10.49

10.50

10.51

10.52

Amendment No. 1 to Amended and Restatastdl Lease Agreement, dated as of
August 4, 2009, among SNH FM Financing LLC, SNH FMancing Trust and Ellicott
City Land I, LLC, as Landlord, and FVE FM Financjigc., as Tenant. (Incorporated by
reference to the Company's Quarterly Report on Fdi+@ for the quarter ended June 30,
2009.)

Amended and Restated Guaranty Agreement, datedfagyast 4, 2009, made by Five £
Quality Care, Inc., as Guarantor, for the bendfsdH FM Financing LLC, SNH FM

Financing Trust and Ellicott City Land I, LLC, réilag to the Amended and Restated
Master Lease Agreement, dated as of August 4, 2066ng SNH FM Financing LLC,
SNH FM Financing Trust and Ellicott City Land I, O, as Landlord, and FVE FM
Financing, Inc., as Tenant. (Incorporated by refeecto the Company's Quarterly Report
on Form 1-Q for the quarter ended June 30, 20

Key Principal Guaranty and Indemnity Agment, dated as of August 4, 2009, by the
Company for the benefit of Citibank, N.A. (Incorpted by reference to the Company's
Quarterly Report on Form -Q for the quarter ended June 30, 20!

Amended and Restated Credit Agreemeteddes of July 29, 2005, among the Company,
Wachovia Bank, National Association, as Administ&tAgent, and each of the other
financial institutions initially a signatory thecet(Incorporated by reference to the
Company's Current Report on Fori-K dated July 29, 2005

First Amendment to Amended and RestatediCAgreement, dated as of November 15,
2006, among the Company, Wachovia Bank, Nationabgigtion, as Administrative
Agent, and each of the other financial institutionisally a signatory thereto. (Incorporated
by reference to the Company's Current Report omR-K dated November 15, 200¢

Second Amendment to Amended and Restatstlt Agreement, dated as of December 7,
2010, among the Company and Wells Fargo Bank, M®Administrative Agent.
(Incorporated by reference to the Company's CuiRepiort on Form 8-K dated
December 8, 2010

Right of First Refusal Agreement, datedfaMay 5, 2008, between HRPT Properties
Trust, Blue Dog Properties Trust, Cedars LA LLC,HROM L.P., HRP NOM 2 L.P.,
HRPT Medical Buildings Realty Trust, Hub Properfigsst, Lakewood Property Trust,
LTMAC Properties LLC, Hub Mid-West LLC, and Rosegl®roperties Limited Liability
Company, as Grantors, and the Company. (Incorpbiateeference to the Company's
Current Report on Formr-K dated May 9, 2008

Purchase and Sale Agreement, datedNdeweimber 12, 2010, between Hub Properties
Trust, as Seller, and the Company, as Purchastr {@spect to 5 Hampshire, 15
Hampshire and 100 Hampshire, Mansfield, Massacts)séincorporated by reference to
the Company's Current Report on For-K dated November 18, 201(

Purchase and Sale Agreement, dated as of Noverib2010, between Lakewood Propt
Trust, as Seller, and the Company, as Purchas#r {ggpect to 7600 Capital of Texas
Highway, Austin, Texas). (Incorporated by referetwcthe Company's Current Report on
Form ¢-K dated November 18, 201(

Purchase and Sale Agreement, datedNdeweimber 12, 2010, between Hub Properties
Trust, as Seller, and the Company, as Purchastr {gspect to One Southern Court, West
Columbia, South Carolina). (Incorporated by refeesto the Company's Current Report on
Form ¢-K dated November 18, 201(
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Exhibit
Number

Description

10.53

10.54

10.55

10.56

10.57

10.58

10.59

10.60

10.61

10.62

10.63

Purchase and Sale Agreement, datedNdeweimber 12, 2010, between Hub Properties
Trust, as Seller, and the Company, as Purchas#r {ggpect to 6937 IH 35 North-AM
Founders, Austin, Texas). (Incorporated by refezdndhe Company's Current Report on
Form ¢-K dated November 18, 201(

Purchase and Sale Agreement, datedMsweimber 12, 2010, between Hub Properties
Trust, as Seller, and the Company, as Purchastr {@spect to 201 Executive Center
Drive, Columbia, South Carolina). (Incorporatedrbference to the Company's Current
Report on Form -K dated November 18, 201(

Purchase and Sale Agreement, datedMsweimber 12, 2010, between Hub Properties
Trust, as Seller, and the Company, as Purchas#r {ggpect to One Stuart Plaza, George
Station Road, Greensburg, Pennsylvania). (Incotpdray reference to the Company's
Current Report on Formr-K dated November 18, 201(

Purchase and Sale Agreement, datedNdeweimber 12, 2010, between Hub Properties
Trust, as Seller, and the Company, as Purchastr {@spect to 730 Holiday Drive,
Pittsburgh, Pennsylvania). (Incorporated by refeegio the Company's Current Report on
Form ¢-K dated November 18, 201(

Purchase and Sale Agreement, datedMsweimber 12, 2010, between Hub Properties
Trust, as Seller, and the Company, as Purchas#r {ggpect to 723 Dresher Road,
Horsham, Pennsylvania). (Incorporated by referéatbe Company's Current Report on
Form ¢-K dated November 18, 201(

Purchase and Sale Agreement, datedNdeweimber 12, 2010, between Hub Properties
Trust, as Seller, and the Company, as Purchastr {gspect to 216 Mall Boulevard, King
of Prussia, Pennsylvania). (Incorporated by refegdn the Company's Current Report on
Form &K dated November 18, 201(

Purchase and Sale Agreement, dated as of Noverib2010, between HRP NOM L.P.,
Seller, and the Company, as Purchaser (with resp&@60 Naiman Parkway, Solon,
Ohio). (Incorporated by reference to the Compa@ysent Report on Form 8-K dated
November 18, 2010

Purchase and Sale Agreement, datedNdeweimber 12, 2010, between Hub Properties
Trust, as Seller, and the Company, as Purchastr {@spect to AOC-Buena Vista
Building, Buena Vista, SE, AOC-LAB Building, 1801Randolph, SE, AOC-Randolph
Building, 1801 Randolph, SE, and AOC-Sandia Vistélding, Buena Vista, SE,
Albuquerque, New Mexico). (Incorporated by referetm the Company's Current Report
on Form &K dated November 18, 201(

Purchase and Sale Agreement, datedNdeweimber 12, 2010, between Hub Properties
Trust, as Seller, and the Company, as Purchastr {@spect to 4411 The 25 Way and 4
The 25 Way, Albuquerque, New Mexico). (Incorporabgdeference to the Company's
Current Report on Formr-K dated November 18, 201(

Purchase and Sale Agreement, datedMsweimber 12, 2010, between Hub Properties
Trust, as Seller, and the Company, as Purchastr {@spect to 3000 Goffs Falls Road,
Manchester, New Hampshire). (Incorporated by refegdo the Company's Current Report
on Form &K dated November 18, 201(

Purchase and Sale Agreement, datedNdeweimber 12, 2010, between Hub Properties
Trust, as Seller, and the Company, as Purchastr {gspect to 1305 Corporate Center
Drive, Eagan, Minnesota). (Incorporated by refeestacthe Company's Current Report on
Form ¢-K dated November 18, 201(
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Exhibit
Number

Description

10.64

10.65

10.66

10.67

10.68

10.69

10.70

12.1
21.1
23.1
23.2
311
31.2
31.3
31.4
32.1
99.1

Purchase and Sale Agreement, datedNeweimber 12, 2010, between HRP NOM 2 L.P.,
as Seller, and the Company, as Purchaser (witlecesp59 Executive Park South, Atlar
Georgia). (Incorporated by reference to the Comisa@urrent Report on Form 8-K dated
November 18, 2010

Purchase and Sale Agreement, datedMsweimber 12, 2010, between Blue Dog
Properties Trust, as Seller, and the Company, echBser (with respect to 866 North Main
Street, Wallingford, Connecticut). (Incorporatedrbference to the Company's Current
Report on Form -K dated November 18, 201(

Purchase and Sale Agreement, datedMsweimber 12, 2010, between Hub Properties
Trust, as Seller, and the Company, as Purchas#r {gspect to 40 Sebethe Drive,
Cromwell, Connecticut). (Incorporated by referetew¢ghe Company's Current Report on
Form ¢-K dated November 18, 201(

Purchase and Sale Agreement, dated as of Noverib2010, between Cedars LA LLC,
Seller, and the Company, as Purchaser (with respé&btdars Sinai |, 8631 West Third
Street, East Tower and Cedars Sinai Il, 8635 WhstTStreet, West Tower, Los Angeles,
California). (Incorporated by reference to the Camgs Current Report on FormkBelatec
November 18, 2010

Purchase and Sale Agreement, datedMsweimber 12, 2010, between Hub Properties
Trust, as Seller, and the Company, as Purchas#r {gspect to 2444 West Las Palmaritas
Drive, Phoenix, Arizona). (Incorporated by referemc the Company's Current Report on
Form ¢-K dated November 18, 201(

Purchase and Sale Agreement, datedNeweimber 12, 2010, between HRPT Medical
Buildings Realty Trust, as Seller, and the CompasyPurchaser (with respect to 1295
Boylston Street, Boston, Massachusetts). (Incotpdrby reference to the Company's
Current Report on Formr-K dated November 18, 201(

Amended and Restated Shareholders Agreedsted December 16, 2009, among
Affiliates Insurance Company, Five Star Quality €dnc., Hospitality Properties Trust,
HRPT Properties Trust, the Company, TravelCentefmterica LLC, Reit Management
Research LLC and Government Properties Income T{asorporated by reference to the
Company's Annual Report on Form-K for the year ended December 31, 20(
Computation of Ratio of Earnings to Fixed ChargEged herewith.!

Subsidiaries of the Company. (Filed herewi

Consent of Ernst & Young LLP. (Filed herewit

Consent of Sullivan & Worcester LLP. (ContainedExhibit 8.1.)

Rule 13i-14(a) Certification. (Filed herewith

Rule 13i-14(a) Certification. (Filed herewith

Rule 13i-14(a) Certification. (Filed herewith

Rule 13i-14(a) Certification. (Filed herewith

Section 1350 Certification. (Furnished herewi

Lease Agreement, dated as of November 19, 2004n@ueertain affiliates of the Compai
as Landlord, and certain affiliates of Five Staa{ity Care, Inc., as Tenant (with respect to
16 properties subject to GMAC financing). (Incorgted by reference to the Company's
Annual Report on Form -K for the year ended December 31, 20(
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Exhibit
Number

Description

99.2

99.3

99.4

99.5

99.6

99.7

101.1

Guaranty Agreement, dated as of Novem®g2004, made by Five Star Quality Care, Inc.
in favor of the Beneficiaries named therein (witspect to the Lease Agreement for 16
properties subject to GMAC financing). (Incorporht®y reference to the Company's
Annual Report on Form -K for the year ended December 31, 20(

Lease Agreement, dated as of November 19, 200dn@ueertain affiliates of the Compai
as Landlord, and certain affiliates of Five Staafity Care, Inc., as Tenant (with respect to
4 properties subject to GMAC financing). (Incorgedhby reference to the Company's
Annual Report on Form -K for the year ended December 31, 20(

Guaranty Agreement, dated as of Novem®g?004, made by Five Star Quality Care, Inc.
in favor of the Beneficiaries named therein (wiéspect to the Lease Agreement for 4
properties subject to GMAC financing). (Incorporht®y reference to the Company's
Annual Report on Form -K for the year ended December 31, 20(

Master Lease Agreement, dated as of Séygtein 2008, among certain affiliates of the
Company, as Landlord, and Five Star Quality CarekRMC, as Tenant. (Incorporated by
reference to the Company's Annual Report on ForfK 1@ the year ended December 31,
2008.)

Guaranty Agreement, dated as of Septei#08, made by Five Star Quality Care, Inc.,
for the benefit of certain subsidiaries of the Camy (Incorporated by reference to the
Company's Annual Report on Form-K for the year ended December 31, 20(

Registration Rights Agreement, dated asugfust 4, 2009, between Five Star Quality
Care, Inc. and the Company. (Incorporated by referdéo the Company's Quarterly Report
on Form 1-Q for the quarter ended June 30, 20!

The following materials from the Compamyhnual Report on Form 10-K for the year
ended December 31, 2010 formatted in XBRL (eXtdad#usiness Reporting Language):
(i) the Consolidated Balance Sheets, (ii) the Chdated Statements of Income, (iii) the
Consolidated Statements of Shareholders' Equityti{e Consolidated Statements of Cash
Flows, and (v) related notes to these financidestants, tagged as blocks of text.
(Furnished herewith

(+)  Management contract or compensatory plan or arraege
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINKERM
To the Trustees and Shareholders of Senior Hol&iogerties Trust:

We have audited the accompanying consolidated balsineets of Senior Housing Properties Trust @wripany”) as of December 31, 2010
and 2009, and the related consolidated stateméimisane, shareholders' equity, and cash flows#arh of the three years in the period
ended December 31, 2010. Our audits also inclugedinancial statement schedule listed in the Inatdkem 15(a). These financial
statements and schedule are the responsibilityeo€ompany's management. Our responsibility ixpoess an opinion on these financial
statements and schedule based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamigUnited States). Those
standards require that we plan and perform thet émdbtain reasonable assurance about whethdinthecial statements are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and disads in the financial statements. An
audit also includes assessing the accounting ptesiused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the financial statements referedlbove present fairly, in all material respedts, ¢consolidated financial position of Senior
Housing Properties Trust at December 31, 2010 809,2and the consolidated results of its operatémusits cash flows for each of the three
years in the period ended December 31, 2010, ifocmity with U.S. generally accepted accountingipiples. Also, in our opinion, tt

related financial statement schedule, when consitlier relation to the basic financial statemerksiiaas a whole, presents fairly in all
material respects the information set forth therein

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), Senior Housing
Properties Trust's internal control over financedorting as of December 31, 2010, based on @aitstablished in Internal Control—
Integrated Framework issued by the Committee ohSpiing Organizations of the Treadway Commissiahaur report dated February 24,
2011 expressed an unqualified opinion thereon.

/sl Ernst & Young LLP

Boston, Massachusetts
February 24, 2011
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINKERM
To the Trustees and Shareholders of Senior Hol&iogerties Trust:

We have audited Senior Housing Properties Trusttsnal control over financial reporting as of Detxer 31, 2010, based on criteria
established in Internal Control—Integrated Framédwssued by the Committee of Sponsoring Organinatiaf the Treadway Commission
(the COSO criteria). Senior Housing Properties Tsusanagement is responsible for maintaining &ffeénternal control over financial
reporting, and for its assessment of the effectgsrof internal control over financial reportinglirded in Item 9A of Senior Housing
Properties Trust's Annual Report on Form 10-K uriderheading Management Report on AssessmentarhadtControl Over Financial
Reporting. Our responsibility is to express an mpiron the company's internal control over finahm@porting based on our audit.

We conducted our audit in accordance with the stadwdof the Public Company Accounting OversightriBq@nited States). Those stande
require that we plan and perform the audit to ebtagsonable assurance about whether effectivenaiteontrol over financial reporting was
maintained in all material respects. Our auditideld obtaining an understanding of internal cordvar financial reporting, assessing the
that a material weakness exists, testing and etnadguthe design and operating effectiveness ofiraiecontrol based on the assessed risk, anc
performing such other procedures as we considezeéssary in the circumstances. We believe thaawdit provides a reasonable basis for
our opinion.

A company's internal control over financial repogtis a process designed to provide reasonableasssuregarding the reliability of financ
reporting and the preparation of financial statets:iéor external purposes in accordance with gelyesatepted accounting principles. A
company's internal control over financial reportingludes those policies and procedures that (aipeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettilansactions and dispositions of the assetseofdmpany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@awith generally accepted accounting
principles, and that receipts and expenditureb®ttbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabsurance regarding prevention or timely detecfainauthorized acquisition, use, or
disposition of the company's assets that could havaterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢taisstatements. Also, projections of any
evaluation of effectiveness to future periods afgect to the risk that controls may become inadégbecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

In our opinion, Senior Housing Properties Trustmteined, in all material respects, effective inggrrontrol over financial reporting as of
December 31, 2010, based on the COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the 2010
consolidated financial statements of Senior HouSiraperties Trust and our report dated Februar2@a] expressed an unqualified opinion
thereon.

/sl Ernst & Young LLP

Boston, Massachusetts
February 24, 2011
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SENIOR HOUSING PROPERTIES TRUST
CONSOLIDATED BALANCE SHEETS

(IN THOUSANDS, EXCEPT SHARE AMOUNTS)

December 31,

2010 2009
ASSET?
Real estate properties, at cc
Land $ 446,62 $ 365,57t
Buildings, improvements and equipmi 3,315,091 2,952,40
3,761,71 3,317,98:
Less accumulated depreciati 538,87 454,31°
3,222,841 2,863,66!
Cash and cash equivalel 10,86¢ 10,49¢
Restricted cas 4,99/ 4,22:
Investments in available for sale securi 29,24¢ 17,69:
Deferred financing fees, n 16,26: 14,88:
Due from affiliate 17,581 17,64¢
Acquired real estate leases, 63,59 42,76¢
Other asset 27,26: 16,55
Total asset $ 3,392,651 $ 2,987,92
LIABILITIES AND SHAREHOLDERS' EQUI’
Unsecured revolving credit facilii $ 128,000 $  60,00(
Senior unsecured notes due 2012, 2015 and 2026f distcount 422,88( 322,16(
Secured debt and capital lea 654,01( 660,05¢
Accrued interes 14,99: 13,69:
Due to affiliate 2,301 2,53t
Acquired real estate lease obligations, 18,23¢ 9,68
Other liabilities 24,25¢ 19,14:
Total liabilities 1,264,67 1,087,271
Commitments and contingenci
Shareholders' equit
Common shares of beneficial interest, $0.01 parezal49,700,00C
shares authorized, 141,854,657 and 127,377,668shmued ar
outstanding at December 31, 2010 and 2009, respéc 1,41¢ 1,27:
Additional paic-in capital 2,510,37 2,226,47.
Cumulative net incom 756,51¢ 640,03:
Cumulative distribution (1,153,869 (969,11)
Unrealized gain on investmer 13,53¢ 1,981
Total shareholders' equi 2,127,97 1,900,65!
Total liabilities and shareholders' equ $ 3,392,651 $ 2,987,92

See accompanying notes.
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SENIOR HOUSING PROPERTIES TRUST

CONSOLIDATED STATEMENTS OF INCOME

(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

Rental income

Expenses
Depreciatior
Property operating expens
General and administrati
Acquisition related cost

Total expense

Operating incom:

Interest and other incon

Interest expens

Loss on early extinguishment of de
Impairment of asse

Gain on sale of properti¢

Equity in losses of an invest

Income before income tax exper
Income tax expens

Net income
Weighted average shares outstanc

Basic and diluted earnings per sh:
Net income

Year Ended December 31,

2010 2009 2008
$ 339,000 $ 296,77 $ 233,21
90,40¢  78,58: 60,83
19,198  14,27: 2,79:
21,86¢ 19,89 16,87:
3,61( 3,321 —
135,07¢ ~ 116,08. 80,49
203,93(  180,69! 152,71
1,162 1,00z 2,327
(80,01) (56,409 (40,159
(2,439) — —
(5,965 (15530 (8,379
10¢ 397 26€
1) (139 —
116,78¢ ~ 110,02 106,77
(300) (312) (269)
$ 116,48! $ 109,71! $ 106,51
128,09:  121,86.  105,15:
$ 091 $ 09 $ 101

See accompanying notes.
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Balance at

December 3

2007:

Comprehensiv

income
Distributions
Issuance of

shares
Share grant

Balance at

December 3

2008:

Comprehensiv

income
Distributions
Issuance of

shares
Share grant

Balance at

December 3

2009:

Comprehensiv

income
Distributions
Issuance of

shares
Share grant

Balance at

December 3

2010:

SENIOR HOUSING PROPERTIES TRUST
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

(DOLLARS IN THOUSANDS)

Unrealized

Additional Gain (Loss)
Number of Common Paid-in Cumulative ~ Cumulative on
Shares Shares Capital Net Income Distributions Investments Totals

88,691,89 $ 887 $1,476,67' $423,80° $ (653,22) % 1,26€ $1,249,41

— — — 106,51 — (4,597 101,91
— — — —  (14441) — (144,419
2575935 256 522,64 — — — 522,90
91,33 — 1,541 — — — 1,541

114,542,58 $ 1,14t $2,000,86! $ 530,31t $ (797,639% (3,331 $1,731,35!

— — — 109,71 — 531: 115,02

— — — —  (171,47) —  (171,47)
12,703,81 127  223,84¢ — — — 223,97
131,26 1 1,76¢ — — — 1,76¢

127,377,66 $ 1,27: $2,226,47- $ 640,03: $ (969,11) $ 1,981 $1,900,65!

— — — 116,48t — 11,55¢  128,04(

_ _ — —  (184,75) —  (184,75)
14,375,00 144  281,84: — — — 281,98
101,99: 1 2,057 = = = 2,05¢

141,854,65 $ 1,41¢ $2,510,37. $ 756,51¢ $(1,153,86)$ 13,53¢ $2,127,97

See accompanying notes.
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SENIOR HOUSING PROPERTIES TRUST
CONSOLIDATED STATEMENTS OF CASH FLOWS
(IN THOUSANDS)

Year Ended December 31,
2010 2009 2008

CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 116,48' $ 109,71' $ 106,51:
Adjustments to reconcile net income to cash pravid
by operating activities

Depreciatior 90,40¢ 78,58 60,83
Amortization of deferred financing fees anc
debt discount 2,49¢ 2,56: 2,115
Amortization of acquired real estate lea 891 1,00€ 60
Loss on early extinguishment of d¢ 2,43: — —
Impairment of asse 5,96¢ 15,53( 8,37¢
Gain on sale of properti (209 (397) (26€)
Equity in losses of Affiliates Insurance
Company 1 134 —
Changes in assets and liabiliti
Restricted cas (772) 122 (702)
Other asset (20,739 (7,842 29t
Accrued interes 1,30(C 2,572 272
Other liabilities 6,93¢ 7,40¢ 6,96:
Cash provided by operating activiti 215,30! 209,39:. 184,46(
CASH FLOWS FROM INVESTING ACTIVITIES
Real estate acquisitiol (467,44)  (547,60) (862,909
Investment in Five Star Quality Care, Ir — (8,960 —
Investment in Affiliates Insurance Compa (76) (5,139 —
Proceeds from sale of propert 1,45( 4,89¢ 21,33t
Cash used for investing activiti (466,06) (556,799 (841,577
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of common shares 281,98t 223,97 522,90
Proceeds from issuance of unsecured senior naes
of discount 197,85: — —
Proceeds from issuance of mortgage « — 512,93 —
Proceeds from borrowings on revolving credit fagi 461,00( 204,00( 510,00(
Repayments of borrowings on revolving credit fagi (393,000 (401,000 (253,000
Redemption of senior not (98,78() — —
Repayment of other de (8,506 (4,297 (14,845
Payment of deferred financing fe (4,66)) (12,237 (1,067%)
Distributions to shareholde (184,75) (171,47) (144,41
Cash provided by financing activiti 251,13: 351,91 619,58:
Increase (decrease) in cash and cash equiv: 372 4,504 (37,53)
Cash and cash equivalents at beginning of 10,49¢ 5,99( 43,52
Cash and cash equivalents at end of $ 10,86t $ 10,49: $ 5,99(

See accompanying notes.
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SENIOR HOUSING PROPERTIES TRUST
CONSOLIDATED STATEMENTS OF CASH FLOWS

(IN THOUSANDS)

Year Ended December 31,

2010 2009 2008
SUPPLEMENTAL CASH FLOW INFORMATION

Interest paic $ 76,227 $ 51,267 $ 37,76¢
NON-CASH INVESTING ACTIVITIES:
Real estate acquisitiol (2,45 — (61,287)
NON-CASH FINANCING ACTIVITIES:

Assumption of mortgage notes paya 2,45¢ — 61,28:

Issuance of common shares pursuant to our equity

compensation plar 2,05¢ 1,764 1,541

See accompanying notes.
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(dollar amounts in thousands, except per share datar as otherwise stated)
Note 1. Organization

We are a Maryland real estate investment trudREiT. At December 31, 2010, we owned 320 propeltieated in 36 states and Washing
D.C.

Note 2. Summary of Significant Accounting Policies

BASIS OF PRESENTATION. Our consolidated finahsi@tements include the accounts of Senior HouBhogerties Trust, or we, us or
our, and our subsidiaries, all of which are 100%mewvdirectly or indirectly by us. All intercompatrgnsactions and balances have been
eliminated.

We account for our investment in Affiliates InsucarCompany, or AIC, using the equity method of aotimg. Significant influence is
present through common representation on the Badr@isustees or directors of us and AIC. Our Mangdirustees are also owners of Reit
Management & Research LLC, or RMR, which is the aggan of us and AIC, and each of our Trustees iseatdr of AIC. See Note 5 for a
further discussion of our investment in AIC.

REAL ESTATE PROPERTIES. We depreciate real estaipgrties on a straight line basis over estimassdull lives of up to 40 years for
buildings and improvements and up to 12 years éosqgnal property. Our management regularly evasuateether events or changes in
circumstances have occurred that could indicaiengairment in the value of long lived assets. Hrthis an indication that the carrying value
of an asset is not recoverable, we estimate thegieal undiscounted cash flows to determine ifmapaiirment loss should be recognized. We
determine the amount of any impairment loss by aming the historical carrying value to estimateid ¥alue. We estimate fair value throu
an evaluation of recent financial performance amjegted discounted cash flows using standard inglvaluation techniques. In addition to
consideration of impairment upon the events or gkarin circumstances described above, we regudadiuate the remaining lives of our
long lived assets. If we change our estimate of¢heaining lives, we allocate the carrying valu¢haf affected assets over their revised
remaining lives.

We allocate the consideration paid, generally qdish the fair value of any assumed liabilities, dar properties among land, building and
improvements and identified intangible assets &filities, consisting of the value of above market below market leases, the value of in
place leases and the value of tenant relationsRigEhase price allocations and the determinafiarseful lives are based on our estimates
and, under some circumstances studies from indep¢neal estate appraisal firms to provide mankftrmation and evaluations that are
relevant to our purchase price allocations andraetations of useful lives; however, we are ultislptresponsible for the purchase price
allocations and determination of useful lives.

We allocate the consideration to land, building angrovements based on a determination of thevidires of these assets assuming the
property is vacant. We determine the fair valua pfoperty using methods that we believe are sinoléhose used by independent apprai
Purchase price allocations to above market andibelarket leases are based on the estimated predart(using an interest rate which
reflects our assessment of the risks associatdudtiétleases acquired) of the difference betwéehdicontractual amounts to be paid
pursuant to the in place leases and (ii) our eséiroafair market lease rates for the correspontiages, measured over a period equal to the
remaining norcancelable terms of the respective leases. Purghseallocations to in place leases and tendatioaships are determined
the excess of (i) the purchase price paid for agnty after adjusting
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(dollar amounts in thousands, except per share datar as otherwise stated)

Note 2. Summary of Significant Accounting Policie§Continued)

existing in place leases to estimated market reatak over (ii) the estimated fair value of thegarty as if vacant. We aggregate this value
between in place lease values and tenant relafjgsmbased on our evaluation of the specific charatics of each tenant's lease; however
value of tenant relationships has not been sephfiaim in place lease value for our properties beeave believe such value and related
amortization expense is immaterial for acquisitiogftected in our historical financial statemem#e consider certain factors in performing
these analyses including estimates of carryingsaisting the expected lease up periods, includagestate taxes, insurance and other
operating income and expenses and costs to exsiuitar leases in current market conditions, sugleasing commissions, legal and other
related costs. If we believe the value of tenalattienships are material in the future, those an®will be separately allocated and amortized
over the estimated lives of the relationships. Wognize the excess, if any, of the consideratad pver amounts allocated to land,
buildings and improvements and identified intangi$sets and liabilities as goodwiill.

We amortize capitalized above market lease vainetifled in acquired real estate leases in ouralimaed balance sheets) as a reduction to
rental income over the remaining non-cancelabiasaf the respective leases. We amortize capithlizéow market lease values (presented
as acquired real estate lease obligations in ouwsatwated balance sheets) as an increase to nectahe over the non-cancelable periods of
the respective leases. We amortize the value plice leases exclusive of the value of above mankeétbelow market in place leases to
expense over the remaining non-cancelable peribtteeaespective leases. If a lease is terminatied o its stated expiration, the
unamortized amount relating to that lease is writt#.

CASH AND CASH EQUIVALENTS. We carry cash and leasjuivalents, consisting of overnight repurchage@ments and short term
investments with original maturities of three manthr less at the date of purchase, at cost plus@ddnterest, which approximates fair va

RESTRICTED CASH. Restricted cash consists of ammescrowed for real estate taxes, insuranceapithl expenditures at certain of ¢
mortgaged properties.

INVESTMENTS IN AVAILABLE FOR SALE SECURITIES. Wewn 250,000 common shares, or 0.35% at Decemh&03D, of
CommonWealth REIT, or CWH. We also own 3,235,00@cmn shares, or 8.98% at December 31, 2010, of HimeQuality Care, Inc., or
Five Star. We classify these holdings as avail&disale and carry them at fair value, with unaadi gains and losses reported as a separate
component of shareholders' equity. The unrealizéa gn investments shown on the consolidated balaheets represents the difference
between the market value of these shares of CWH-argdStar calculated by using weighted averageegumarket prices on the dates we
acquired these shares ($26.00 and $2.85 per shapectively) and on December 31, 2010 ($25.51$3r07 per share, respectively). At
December 31, 2010 and 2009, our investment in C\&tHanfair value of $6,378 and $6,470, respectinabluding an unrealized loss of $1
and $30, respectively. At December 31, 2010 an®260r investment in Five Star had a fair valué22,871 and $11,225, respectively,
including an unrealized gain of $13,657 and $2,0&4pectively.

DEFERRED FINANCING FEES. We capitalize issuanosts related to borrowings and amortize them thesterms of the respective
loans. During 2010, we capitalized $4,661 of issearpsts, including $2,907 related to our $20048900r notes issued in April 2010, $903
related to our $512,934
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(dollar amounts in thousands, except per share datar as otherwise stated)

Note 2. Summary of Significant Accounting Policie§Continued)

mortgage financing we closed in August 2009, $&2éted to our one year extension to December 3111 2@ our $550,000 revolving credit
facility and $25 related to our assumption of atgage loan in April 2010. During 2009, we capitaiZ$12,233 of issuance costs related to
our $512,934 mortgage financing we closed in Aug@@§9. During 2010, we wrote off $1,153 of deferfiedncing fees and unamortized
discounts in connection with the retirement ofodilbur 7.875% senior notes. The unamortized gratanise of deferred financing fees and
related accumulated amortization was $28,159 ad¢B97, and $25,886 and $11,004 at December 31, &0d @009, respectively. The
weighted average amortization period is approxiigadel years. We expect that the amortization egpdaor the five years subsequent to
December 31, 2010 will be $3,075 in 2011, $1,7780h2, $1,729 in each of 2013, 2014 and 2015 arPé6thereafter.

ALLOWANCE FOR DOUBTFUL ACCOUNTS. We maintain aflowance for doubtful accounts for estimated legssulting from the
inability or unwillingness of certain tenants tokegayments required under their leases. The catipntof the allowance is based on the
tenants' payment histories and current credit lemfas well as other considerations. The net atafusur accounts receivables from third
parties appear in other assets on our consolideatiechce sheets.

REVENUE RECOGNITION. We recognize rental incofr@m operating leases on a straight line basis theeterm of each lease
agreement. We recognize percentage rents whemakliand earned, which is generally during thetfioguarter of the year. For the years
ended December 31, 2010, 2009 and 2008, percergatgeearned aggregated $10,315, $9,120, and $8gkiRectively.

EARNINGS PER COMMON SHARE. We compute earningsgommon share using the weighted average nunfilséiaces outstanding
during the period. We have no common share equit@léstruments convertible into common sharesttoer dilutive instruments.

USE OF ESTIMATES. Accounting principles generaltcepted in the United States requires us to reslmates and assumptions that
may affect the amounts reported in these finarst&Ements and related notes. The actual resultd ddfer from these estimates.

INCOME TAXES. We are a REIT under the InternaivBnue Code of 1986, as amended and, are geneoalybject to federal and state
income taxes provided we distribute our taxabl@ine to our shareholders and meet other requirenf@ndgialifying as a REIT. However,

we are subject to some state and local taxes ni@gtioh are not measured based on our income,rafichited circumstances we are subject
to state income tax without regard to our REITual he provision for state taxes which is basedwrincome has been separately stated in
our consolidated statements of income. We clagsiérest and penalties related to uncertain takipas, if any, in our financial statements

a component of general and administrative expense.

SEGMENT REPORTING. As of December 31, 2010, weethree operating segments. The first operagggent includes short term and
long term residential care facilities that offenidig for residents. Properties in this segmentidelindependent living communities, assisted
living communities, skilled nursing facilities anehabilitation hospitals. The second operating sggraommenced operations in June 2008
and includes facilities for medical related sersieghere residential overnight stays or dining sswiare not provided. Properties in this
segment include medical office, clinic and biotéadtoratory buildings, or MOBs. The third operatsggment includes
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(dollar amounts in thousands, except per share datar as otherwise stated)

Note 2. Summary of Significant Accounting Policie§Continued)

specialized facilities that offer fithess, welln@ssl spa services to members, which we do notdentg be sufficiently material as to
constitute a separate reporting segment.

NEW ACCOUNTING PRONOUNCEMENTS. In January 201t Financial Accounting Standards Board amendedF&ir Value
Measurements and Disclosures Topic of the Codiinabr the Topic, to require additional disclosiregarding fair value measurements.
The Topic now requires entities to disclose addéalanformation regarding assets and liabilitiest thre transferred between levels of the fair
value hierarchy. Entities are also required toldse information in the Level 3 rollforward abouirphases, sales, issuances and settlements
on a gross basis. In addition to these new distdoguirements, this Topic clarified existing qande pertaining to the level of
disaggregation at which fair value disclosures &hbe made and the requirements to disclose infiomabout the valuation techniques and
inputs used in estimating Level 2 and Level 3 ¥alue measurements. The new guidance is effeaivimferim and annual reporting periods
beginning after December 15, 2009, except of thairement to separately disclose purchases, ss¢emnces and settlements in the Level 3
rollforward that becomes effective for fiscal yehegjinning after December 15, 2010. The adoptiahisfupdate did not, and is not expected
to, cause any material changes to the disclosaresriconsolidated financial statements.

Note 3. Real Estate Properties

Our real estate properties, at cost, consistedraf bf $446,622, buildings and improvements of $3,466 and furniture, fixtures and
equipment of $161,624 as of December 31, 2010jamtof $365,576, buildings and improvements o882,037 and furniture, fixtures and
equipment of $150,370 as of December 31, 2009. iatated depreciation was $465,216 and $73,656Uidihgs and improvements and
furniture, fixtures and equipment, respectivelypf®ecember 31, 2010; and $393,743 and $60,578uitddings and improvements and
furniture, fixtures and equipment, respectivelyp®ecember 31, 2009.

The future minimum lease payments due to us duhegurrent terms of our leases as of Decembe2(Q, are $359,413 in 2011, $353,894
in 2012, $344,048 in 2013, $304,026 in 2014, $23Dj8 2015 and $2,735,438, thereafter.

In May 2008, we entered into various agreemenéstpire 48 MOBs from CWH for an aggregate purchmie of approximately $565,000.
As of September 1, 2009, we completed these tréinsaavith CWH. During 2009, we acquired 10 of ta&40OBs containing 617,000 square
feet for an aggregate purchase price of approxim&gl4,585, excluding closing costs. We recordedrgible lease assets of $19,281 and
intangible lease liabilities of $3,553 for these B¥acquired during 2009. Between June and DeceBihe&2008, we acquired 37 of these
properties containing 1.5 million square feet foraggregate purchase price of approximately $346 8<cluding closing costs. The one
remaining building with an allocated value of $3)@8 no longer subject to our purchase agreemerthefrequest of a tenant for two
properties subject to a multi-property lease, inyMad September 2009 we sold two of these MOB ptigsefor approximately $3,190,

which was their approximate net book value, to twaffiliated parties. We now own 45 of these préipsrcontaining 2.1 million square feet
for an aggregate cost of approximately $558,156luebng closing costs. We funded these acquisitisisg cash on hand, proceeds from our
mortgage financing, proceeds from equity issuano@spwings under our revolving credit facility abg assuming three mortgage loans on
two properties
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Note 3. Real Estate Properties (Continued)

totaling $10,782 with a weighted average interat of 7.1% per annum and a weighted average rhatur2018.

CWH was formerly our parent company, and both wet@WH are managed by RMR. Because we and CWH dhenbanaged by RMR, the
terms of these transactions were negotiated anaagp by special committees of our and CWH's Boafd&ustees composed solely of
Independent Trustees who were not also Indeperidastees of both companies.

In September 2009, we acquired 10 MOBs with a wit&43,000 square feet for approximately $169,@3@Juding closing costs. We funded
this acquisition using cash on hand, proceeds frammortgage financing in August 2009 describedwednd proceeds from our equity
offering in September 2009 described below.

In October 2009, we acquired one senior living propfor approximately $20,165, excluding closimgis. We leased this property to Five
Star and added this property to Five Star LeaselNwhich has a current term expiring in 2017, ifdtial rent of approximately $1,779 per
year. Percentage rent, based on increases in massues at this property, will commence in 201&. fdhded this acquisition using cash
hand, proceeds from our mortgage financing in Aug089 described below and proceeds from our egdiigring in September 2009
described below.

In October 2009, we sold one skilled nursing fagciior net proceeds of approximately $473 and ivénber 2009, we sold another skilled
nursing facility for net proceeds of approximat$lly,247. We recognized a net gain of $397 on tredahese two properties.

In November 2009, we acquired nine senior livingparties for approximately $91,750, excluding algstosts. We leased these propertie
Five Star and added these properties to Five &asé No. 1, which has a current term expiring @42@or initial rent of approximately
$8,125 per year. Percentage rent, based on insreageoss revenues at these properties, will conomén 2011. We funded this acquisition
using cash on hand, proceeds from our equity aiflen September 2009 described below and borrowingsr our revolving credit facility.

In December 2009, we acquired one senior livingerty for approximately $4,900, excluding closigts. We leased this property to Five
Star and added this property to Five Star LeaselNwhich has a current term expiring in 2024, ifidtial rent of approximately $436 per
year. Percentage rent, based on increases in massues at this property, will commence in 201&.fdhded this acquisition using cash
hand and borrowings under our revolving creditlfgci

In April 2010, we acquired one MOB with 14,695 squfeet located in Wheat Ridge, Colorado for apjnaexely $4,450, excluding closing
costs. We recorded intangible lease assets of &d5ntangible lease liabilities of $168 for thegaisition. We funded this acquisition using
cash on hand and by assuming a mortgage loan f65&2t interest of 6.73% per annum.

In June 2010, we acquired one MOB located in Lukb®exas with approximately 55,800 rentable sqfeetfor approximately $12,175,
excluding closing costs. We recorded intangiblsdeassets of $1,783 and intangible lease lialsildfes506 for this acquisition. We funded
this acquisition using cash on hand.
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In August 2010, we sold four skilled nursing fa@ds located in Nebraska with an aggregate 196diee beds for an aggregate sales price of
$1,450. We recognized a gain on sale of these piep®f approximately $109. These properties viessed to Five Star.

In September 2010, we acquired one MOB with 64 &fifare feet located in Buffalo Grove, lllinois fggproximately $18,400, excluding
closing costs. We recorded intangible lease as$egproximately $3,144 related to this acquisitidfe funded this acquisition using cash on
hand.

In September 2010, we acquired one MOB with 38418fare feet located in Conyers, Georgia for apprately $9,800, excluding closing
costs. We recorded intangible lease assets anlitiéebof approximately $1,428 and $164, respegtivrelated to this acquisition. We funded
this acquisition using cash on hand and borrowingter our revolving credit facility.

In October 2010, we acquired one MOB with 58,605asq feet located in Conroe, Texas for approxima&b,000, excluding closing costs.
We recorded intangible lease assets and liabilitiegpproximately $1,867 and $1,561, respectivaiated to this acquisition. We funded this
acquisition using cash on hand and borrowings uaderevolving credit facility.

In November 2010, at Five Star's request, we ageesdll three skilled nursing facilities locatedGeorgia with an aggregate 329 licensed
beds that are leased to Five Star for an aggregées price of approximately $18,000. One of tHastities is included in Five Star Lease
No. 1 and two of these facilities is included iné-Star Lease No. 4. We expect the sale of thegeepies to occur during the second que
of 2011. The sale of these properties is contingponh completion of the buyer's diligence and othustomary closing conditions. We can
provide no assurance that we will sell these prigeer

In November 2010, we entered into a series of agee¢s to acquire 27 MOBs located in 12 states f@WH for an aggregate purchase price
of approximately $470,000. Between November ancebdaer 31, 2010, we acquired 21 of these propestietaining 2.1 million square feet
for approximately $374,130, excluding closing cog¢e recorded intangible lease assets and liaslif approximately $18,840 and $7,806,
respectively, related to these 2010 acquisitiomganuary 2011, we acquired the remaining six pt@secontaining 737,000 square feet for
approximately $95,870, excluding closing costs. fleled these acquisitions using cash on hand, edscieom an equity issuance, proceeds
from a debt issuance and borrowings under our véwplcredit facility.

In January 2011, we acquired one MOB with 82,854hsg| feet located in Mendota Heights, Minnesotafiproximately $14,150, excluding
closing costs. We funded this acquisition usindhaas hand and proceeds from a debt offering.

In January 2011, at Five Star's request, we adresell one assisted living community in Pennsyigawith an aggregate 70 licensed units
that is leased to Five Star for a sales price pf@pmately $800. We expect the sale of this priypir occur during the first quarter of 2011.
The sale of this property is contingent upon comigheof the buyer's diligence and other customéwging conditions. We can provide no
assurance that we will sell this property.

We amortize capitalized above market lease vainelifled in acquired real estate leases in ourdlimiated balance sheets) as a reduction in
rental income over the remaining non-cancelablasaf the respective leases. We amortize capithlidow market lease values (presented
as acquired real
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estate lease obligations in our consolidated balaheets) as an increase in rental income overaheancelable periods of the respective
leases. Such amortization resulted in reductiomsnital income of $891, $1,006 and $60 during #ery ended December 31, 2010, 200¢
2008, respectively. We amortize the value of ircpleeases exclusive of the value of above mark@bafow market in place leases to
expense over the remaining non-cancelable peribtteeaespective leases. Such amortization includetpreciation and amortization
totaled $4,468, $3,669 and $998 during the yeade@&December 31, 2010, 2009 and 2008, respectielyease is terminated prior to its
stated expiration, the unamortized amount relatintpat lease is written off.

At December 31, 2010 and 2009, we had recordedditite lease assets of $78,117, including $24,4%@pitalized above market lease
values and $53,618 of the value of in place leasas $50,280, including $20,677 of capitalized abmarket lease values and $29,603 of the
value of in place leases, and intangible leasdlitiels of $21,735 and $11,529, respectively. Weoreed intangible lease assets of $27,837
and $19,281 and intangible lease liabilities of 806 and $3,553 for properties acquired in 20102009, respectively. Accumulated
amortization of capitalized above market leaseesluas $5,494 and $2,937 at December 31, 2010008] &spectively. The weighted
average amortization period of capitalized aboveketdease values is approximately 8.1 years. Actated amortization of capitalized
below market lease values was $3,496 and $1,8B2@mber 31, 2010 and 2009, respectively. The weibéiverage amortization period of
capitalized below market lease values is approxiyat.7 years. Accumulated amortization of the gadfiin place leases exclusive of the
value of above and below market in place leasesh@d30 and $4,574 at December 31, 2010 and 268Pectively. The weighted average
amortization period of the value of in place leasedusive of the value of above and below mankgtlace leases is approximately 7.1 years.
We expect to recognize net future amortizatiorhese intangible lease assets and liabilities iratheunts of approximately $7,367 in 2011,
$7,092 in 2012, $6,579 in 2013, $5,915 in 20140%5,in 2015 and $13,307, thereafter.

We periodically evaluate our properties for impant Impairment indicators may include decliningatet occupancy, weak or declining
tenant profitability, cash flow or liquidity, ouedision to dispose of an asset before the end ektimated useful life and legislative, market
or industry changes that could permanently redeesélue of a property. If indicators of impairmang present, we evaluate the carrying
value of the affected property by comparing ithte expected future undiscounted cash flows to bergéed from that property. If the sum of
these expected future cash flows is less thanahging value, we reduce the net carrying valuthefproperty to its estimated fair value.
During 2010, we recorded impairment of assets @wmof $5,965 to reduce the carrying value of s@feyur properties to their estimated fair
value or sales price less costs to sell. During@20@ recorded impairment charges of $15,530 rlatel 1 properties, including one of the
properties classified as held for sale and onegitgsold in November 2009, to reduce the carryialge of these assets to their estimatec
value, less costs to sell. During 2008, we recoidgzhirment charges of $8,379 related to four pridge including the two properties
classified as held for sale, to reduce the carryalge of these assets to their estimated faireydéss costs to sell.

At December 31, 2010, four of our properties asssified as held for sale. These four propertiesraiuded in real estate properties on our
consolidated balance sheets and have a net boo& gbhpproximately $8,680 and $9,026 at Decembe2@10 and 2009, respectively.
These properties are currently leased to Five Btaing the fourth quarter of 2010, at the requéddtive Star, we
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approved a change of plan to sell one of our a&sbisting properties because a qualified buyer @mdt be found at an acceptable price. We
have reclassified this property from held for daléeld and used.

During 2010 and 2009, pursuant to the terms of@ases with Five Star, we purchased approximat&ly8®4 and $36,701, respectively, of
improvements made to our properties which are tbhgd-ive Star and the annual rent payable to usivy Star was increased by
approximately $2,555 and $2,945, respectively.

The allocation of the purchase price of our fouptiarter 2010 acquisitions is based upon prelimieatymates of the fair value of assets
acquired. Consequently, amounts preliminarily alted to assets acquired could change significéimtty those used in these consolidated
financial statements.

Note 4. Shareholders' Equity

We have common shares available for issuance uhdeerms of our 1999 Share Award Plan, as amerghebpur 2003 Share Award Plan,
collectively referred to as the Share Award Plaie.awarded 66,850 common shares with an aggregatetvalue of $1,625, 63,450
common shares with an aggregate market value 828land 54,025 common shares with an aggregateetnalue of $1,068 to our officers
and certain employees of RMR pursuant to the Shergrd Plans during the years ended December 31,2009 and 2008, respectively. In
addition, we awarded each of our Trustees 2,000hmmmshares in each of 2010, 2009 and 2008 wittggregate market value of $222 ($44
to each Trustee), $155 ($31 to each Trustee) aRfl &6 to each Trustee), respectively, pursuatitdhare Award Plans as part of their
annual fees. In February 2009, we awarded one miingkependent Trustees 2,000 common shares widlygregate market value of $28 upon
his appointment to the Board of Trustees. Sharesded to the Trustees vest immediately. The slawesded to our officers and certain
employees of our manager vest in five annual ilmstaits beginning on the date of grant. At Decendder2010, 2,493,515 of our common
shares remain available for issuance under theeShaard Plans. All share awards are fully experssethe grants vest. We recorded share
based compensation expense of $1,445 in 2010, $in12009 and $978 in 2008.

Our cash distributions to our common shareholdarghie years ended December 31, 2010, 2009 and 2@08 $1.45 per share, $1.42 per
share, and $1.40 per share, respectively. The desization of the distributions made in 2010, 2608 2008 was 68.33%, 76.14%, and
81.63% ordinary income, respectively; 31.67%, 2%86nd 15.91% return of capital, respectively; 0%, and 0.11% capital gain,
respectively; and 0%, 0%, and 0.26% unrecapturetd®el250 gain, respectively.

On January 4, 2011, we declared a quarterly digiah of $0.37 per common share, or $52,486, toconnmon shareholders for the quarter
ended December 31, 2010. This distribution was fm&hareholders on February 11, 2011, using castand and borrowings under our
revolving credit facility.

In December 2010, we issued 14.4 million commoneshan a public offering, raising net proceedspfraximately $282,000. We used the
net proceeds from this offering to repay borrowingsstanding under our revolving credit facilitydaior general business purposes, inclut
funding in part the acquisitions described abord=dbruary and September 2009, we issued 5.9 mélm 6.9 million
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common shares in public offerings, raising net peats of approximately $96,800 and $127,200, reispdctWe used the net proceeds from
these offerings to repay borrowings outstandinganrevolving credit facility, to fund the real att acquisitions described above and for
general business purposes.

Note 5. Related Person Transactions

We have adopted written governance guidelines,oxe@ance Guidelines, which address, among otlimegshthe consideration and apprc

of any related person transactions. Under thesef@ance Guidelines, we may not enter into any &@tien in which any Trustee or
executive officer, any member of the immediate farof any Trustee or executive officer or any othelated person, has or will have a direct
or indirect material interest unless that transactias been disclosed or made known to our Boafdustees and our Board of Trustees
reviews, authorizes and approves or ratifies thestction by the affirmative vote of a majoritytioé disinterested Trustees, even if the
disinterested Trustees constitute less than a qudfuhere are no disinterested Trustees, thes&retipn shall be reviewed, authorized and
approved or ratified by both (1) the affirmative@@f a majority of our entire Board of Trusteesd &) the affirmative vote of a majority of
our Independent Trustees. The Governance Guiddlimgger provide that, in determining whether tgagve or ratify a transaction, our Bo

of Trustees, or disinterested Trustees or Indepentieistees, as the case may be, shall act in@acoe with any applicable provisions of our
declaration of trust, consider all of the releviauts and circumstances, and approve only thoasacdions that are fair and reasonable to us.
All related person transactions described beloweweviewed and approved or ratified by a majorftthe disinterested Trustees or otherwise
in accordance with our policies described abovéhéncase of any transaction with us in which atmgoemployee of ours who is subject to
our code of business conduct and ethics and wha dagct or indirect material interest in the saction, the employee must seek approval
from an executive officer who has no interest i timatter for which approval is being requested.

We have two agreements with RMR to provide managérmed administrative services to us: a businessagement agreement and a
property management agreement. One of our Mandgimgiees, Mr. Barry Portnoy, is Chairman and mgjawner of RMR. Our other
Managing Trustee, Mr. Adam Portnoy, is the son of Barry Portnoy and an owner, President, Chiefcikee Officer and a Director of
RMR. Each of our executive officers is also anadfiof RMR. Additionally, Mr. Barry Portnoy's son-law, who is Mr. Adam Portnoy's
brother-in-law, is an officer of RMR. RMR has apyiroately 650 employees and provides managemenicssrio other companies in
addition to us; and an affiliate of RMR is a registd investment advisor which manages two mutuadsu
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Our Board of Trustees has given our Compensatianr@itiee, which is comprised exclusively of our Ipdadent Trustees, authority to act
with respect to our management agreements with RWMR.charter of our Compensation Committee requires<Committee annually to
review the terms of these agreements, evaluate Rprformance under the agreements and renew, ateemihate or allow to expire the
management agreements.

The business management agreement provides forermation to RMR at an annual rate equal to thedui@) 0.5% of the average book
value of the assets owned by us or our subsidiagexd October 12, 1999, and (b) 0.7% of the avehasforical cost of our other real estate
investments, as described in the business managegre@ment, up to the first $250,000 of such itnaesats, and 0.5% thereafter. In
addition, RMR receives an incentive fee based uporeases in our FFO Per Share, as defined inubiméss management agreement. The
incentive fee is paid in our common shares. Inmd&iteng the average historical costs of our retdtesinvestments for purposes of
determining the management fees payable to RMRyubimess management agreement also provideshtht®Bs that we acquired from
CWH pursuant to agreements that we entered with GW2908 and 2010 are based on CWH's historicabafshose MOBs rather than the
purchase prices we paid to CWH for those MOBs; #melbusiness management agreement was amend@é@8raad 2010 to set forth how
the historical costs of those MOBs would be detaedi The property management agreement providesdoagement fees on our MOB
properties equal to 3.0% of gross rents and cottibrusupervision fees on those properties equala® of construction costs. The aggre(
business management and property management fe231f@, 2009 and 2008 were $19,519, including $9an incentive fee which we
expect to be paid in our common shares in Marcii2817,177 and $13,434, respectively.

RMR also provides internal audit services to useirn for our pro rata share of the total intemnadit costs incurred by RMR for us and o
companies managed by RMR and its affiliates, whittounts are subject to determination by our Comgisms Committee. Our Audit
Committee appoints our Director of Internal Au@ur pro rata share of RMR's costs in providing thisrnal audit function was
approximately $211,000, $220,000 and $213,000®4022009 and 2008, respectively. These allocatsts@re in addition to the business
management fees we paid to RMR. We are generalporesible for all of our operating expenses, inicigatertain expenses incurred by
RMR on our behalf; however, we are not responsini@ayment of RMR's employment, office or admiraibn expenses incurred to prov
management services to us, except for our prostaee of the employment and related expenses of BMioyees who provide on-site
property management services and of the staff greglby RMR who perform our internal audit function.

Both the business management agreement and thergyropanagement agreement automatically renewugessive one year terms unless
we or RMR give notice of non-renewal before the ehdn applicable term. We or RMR may terminatbeitagreement upon 60 days prior
written notice. RMR may also terminate the propengnagement agreement upon five business day®rnbtie undergo a change of cont
as defined in the property management agreemeatciitient terms for these agreements expire onrbleee31, 2011, and they will
automatically renew unless earlier terminated.

Under our business management agreement with RMRcknowledge that RMR manages other businessdsding CWH, Hospitality
Properties Trust, or HPT, Government Propertiesrme Trust,
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or GOV, TravelCenters of America LLC, or TA, and/&iStar, and will not be required to present us wjiportunities to invest in properties
that are primarily of a type that are within thgeéstment focus of another business now or in thedumanaged by RMR. Under our business
management agreement with RMR, RMR has also agreteith provide business management services totugy REIT which is principally
engaged in the business of owning senior apartmeoigregate communities, assisted living facgitieursing homes or MOBs, without the
consent of a majority of our Independent Trustéée. business and property management agreemeatsiclisde arbitration provisions for
the resolution of disputes, claims and controversie

Pursuant to our business management agreement,®RRrom time to time negotiate on our behalf viftind party vendors and suppliers
for the procurement of services to us. As parh@f arrangement, we may enter agreements with RiMRother companies to which RMR
provides management services for the purpose afroby favorable terms from such vendors and sepgli

As part of our annual restricted share grants undeShare Award Plans, we typically grant restidcshares to certain employees of RMR,
some of whom are our executive officers. In 2016 gnanted a total of 66,850 restricted sharesc¢b persons, which had an aggregate value
of $1,625 based upon the closing price of our comsf@res on the New York Stock Exchange on theafageant. One fifth of those

restricted shares vested on the grant date anéiftmeests on each of the next four anniversaoithe grant date. These share grants to RMR
employess are in addition to the fees we pay to RMR

Five Star is our former subsidiary, Five Star is langest tenant, and we are Five Star's largestsolder. On December 31, 2001, we
distributed substantially all of Five Star's thanstanding shares of common stock to our sharetmldé the time of this spin off, all of the
persons serving as Five Star's directors wereaalsdrustees. In order to effect this spin off afé-Star and to govern relations after the spin
off, Five Star entered into agreements with usa@thérs, including RMR, CWH and HPT. Since then Fdtar has entered into various leases
with us and other agreements which include promsithat confirm and modify these undertakings. Agother matters, these agreements
provide that:

. so long as we remain a REIT, Five Star may not evétie share ownership restrictions in its chantethe ability of any person
or group to acquire more than 9.8% of any cladsiw# Star's equity shares without our consent;

. so long as Five Star is a tenant of ours, Five 8ilhnot permit nor take any action that, in oeasonable judgment, might
jeopardize our tax status as a REIT;

. we have the option to cancel all of Five Star'stsginder the leases it has with us upon the &tiquiby a person or group of
more than 9.8% of Five Star's voting stock and ugibler change in control events affecting Five Stardefined in those
documents including the adoption of any sharehgddeposal (other than a precatory proposal) oetbetion to Five Star's
board of directors of any individual if such propbsr individual was not approved, nominated orcapied, as the case may
be, by vote of a majority of Five Star's director®ffice immediately prior to the making of suctoposal or the nomination or
appointment of such individual;
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. the resolution of disputes, claims and controveraigsing from Five Star's leases with us may Eermed to binding arbitration
proceedings; and

. so long as Five Star is a tenant of ours or so &mBive Star has a business management agreeitie RMR, Five Star will
not acquire or finance any real estate of a typa tiwned or financed by us or any company manag&iMR without first
giving us or such other company managed by RMRpaticable, the opportunity to acquire or finaneal estate investments
of the type in which we or such other company its.es

As of February 23, 2011, we owned 3.2 million seasEcommon stock of Five Star, which representga@imately 9.0% of Five Star's
outstanding shares common stock.

RMR provides management services to both us arel $tar; Mr. Barry Portnoy is one of our Managingstees and is a Managing Director
of Five Star; all of our officers and certain offis of Five Star (specifically Five Star's Prestderd Chief Executive Officer and its Chief
Financial Officer and Treasurer) are officers of RMAccordingly, the lease transactions betweemdsFive Star described herein were
approved by our Independent Trustees and FivesStatependent Directors who are not trustees ecttirs of the other company.

As of December 31, 2010, we leased 186 seniordigmmmunities and two rehabilitation hospitals iweFStar. Under Five Star's leases with
us, Five Star pays us rent based on minimum ameafbmounts plus percentage rent based on ineréageoss revenues at certain
properties. Five Star's total minimum annual rexytgile to us under those leases as of Decemb203@,was $186,787, excluding
percentage rent based on increases in gross revahuaertain properties. The total rent we recagghizom Five Star for the years ended
December 31, 2010, 2009 and 2008 was $189,682,9198&nd $158,572, respectively.

Since January 2010, we engaged in additional tchiess with Five Star, including:

. Pursuant to the terms of our leases with Five Stampurchased approximately $31,894 of improvemerade to our properti
leased by Five Star, and, as a result, the anenapayable to us by Five Star increased by apprately $2,555 in aggregate
for the affected leases.

. In August 2010, at Five Star's request, we sold $killed nursing facilities in Nebraska with angaggate 196 licensed beds
that were leased to Five Star for an aggregate galee of approximately $1,450, and Five Stars te us decreased by
approximately $145 per year. We recognized a ghaipproximately $109 on the sale of these propertie

. In November 2010, at Five Star's request, we agieesdll three skilled nursing facilities in Geagiith an aggregate 329
licensed beds that are leased to Five Star foggregate sales price of approximately $18,000 veméxpect Five Star's
annual rent to us to decrease by approximatelyd®lif8&and after this sale closes. We expect the sbthese properties to
occur during the second quarter of 2011. The dalleese properties is contingent upon the buyerisptetion of diligence and
other customary closing conditions. We can provideassurance that the closing of our sale of thesgerties will be
completed.

. In January 2011, at Five Star's request, we ageeseéll one assisted living community in Pennsyigamith 70 licensed units
that is leased to Five Star for a sales price pf@pmately
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$800, and we expect Five Star's annual rent to det¢rease by approximately $72 if and after this sloses. We expect the
sale of this property to occur during the first qaaof 2011. The sale of this property is contimiggoon the buyer's completion
of diligence and other customary closing conditidie can provide no assurance that the closingio$ale of this property
will be completed.

CWH was formerly our parent. We were spun off to Ii@¥/shareholders in 1999. At the time of our sgfrfrom CWH, we and CWH entert
into a transaction agreement pursuant to which,;anodher things, we and CWH agreed that so lor@\W$l owns 10% or more of our
common shares, we and CWH engage the same manmageramd CWH have any common managing trustee§S\({j will not make any
investment in senior apartments, congregate contreanassisted living properties, nursing homester healthcare properties, but
excluding medical office properties, medical clgiend clinical laboratory buildings, without thegorapproval of a majority of our
Independent Trustees, and (2) we will not makeiangstment in office buildings, warehouses or mafisluding medical office properties
and clinical laboratory buildings without the pregpproval of a majority of CWH's Independent Traste

In May 2008, concurrently with our purchase of 4DBs from CWH for $562,000, we and CWH entered aricamendment to that
transaction agreement to permit us, rather than Ci&wkhvest in MOBs. At the same time, CWH grantisch right of first refusal to purchase
up to 45 additional identified properties that CWWned and which were leased to tenants in meditated businesses in the event CWH
determines to sell such properties including airéud sale as a result of a change of control offCOY subsidiaries which own those
properties.

In November 2010, we entered into a series of agee¢s for our purchase from CWH of 27 propertiegctvlare majority leased as MOBs

an aggregate purchase price of approximately $800#&xcluding closing costs. These properties delapproximately 2.8 million square
feet and were subject to the right of first refusdérred to above. As of January 26, 2011, weduaadpleted the purchase of all 27 of these
properties. CWH continues to own 19 properties thatain subject to our right of first refusal. Q@08 and 2010 purchase agreements with
CWH include arbitration provisions for the resatutiof disputes, claims and controversies.

Both we and CWH are managed by RMR; Barry Portmal/&dam Portnoy are Managing Trustees of both dsG\WH; Frederick N.
Zeytoonjian is an Independent Trustee of both wsG@WH; and all of our and CWH's officers are offeef RMR. Accordingly, the 2008 al
2010 purchase agreements between us and CWH dabatiove were negotiated and approved by speciahdtees of each company's
board of trustees comprised solely of Independemst€es who were not also Independent Trustedweaither company.

Our Independent Trustees also serve as directdragiees of other public companies to which RM&vjates management services.

Mr. Barry Portnoy serves as a managing directananaging trustee of those companies, including Etee¢, CWH, HPT, GOV and TA and
Mr. Adam Portnoy serves as a managing trusteeroésaf those companies, including CWH, HPT and G\ ,he does not serve as a
managing director of Five Star or TA. We understdrad the other companies to which RMR provides agament services also have
relationships with each other, including business property management agreements and lease amantge In addition, officers of RMR
serve as officers of
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Note 5. Related Person Transactions (Continued)

those companies. We understand that further infoaomaegarding those relationships is providechia applicable periodic reports and proxy
statements filed by those other companies wittBSeneurities and Exchange Commission, or SEC.

We, RMR, Five Star, CWH, HPT, GOV and TA each cotlseown 14.29% of AIC, an Indiana insurance compaXil of our Trustees and
nearly all of the trustees and directors of theepghareholders of AIC currently serve on the badidirectors of AIC. RMR, in addition to
being a shareholder, provides management and astraiinie services to AIC pursuant to a managemashiaaministrative services agreen
with AIC. Our Governance Guidelines provide thay armaterial transaction between us and AIC shatkevéewed, authorized and approvet
ratified by both the affirmative vote of a majorif our entire Board of Trustees and the affirmatrote of a majority of our Independent
Trustees. The shareholders agreement among usthtiieshareholders of AIC and AIC includes arhibraprovisions for the resolution of
disputes, claims and controversies.

As of February 24, 2011, we have invested $5,208@since its formation in November 2008. We maysst additional amounts in AIC in
the future if the expansion of this insurance besénrequires additional capital, but we are ndgat#d to do so. For 2010, 2009 and 2008
recognized losses of $1, $134 and $0, respectivated to our investment in AIC. In 2010, AIC dged a combination property insurance
program for us and other AIC shareholders in wiit@ participated as a reinsurer. Our total premiyoail under this program in 2010 were
approximately $275,000. We are currently investigathe possibilities to expand our insurance reteships with AIC to include other types
of insurance. By participating in this insuranceibess with RMR and the other companies to whictRRWbvides management services, we
expect that we may benefit financially by possitdgucing our insurance expenses or by realizingpoorrata share of any profits of this
insurance business.

Note 6. Indebtedness

Our principal debt obligations at December 31, 2@&0e our $550,000 unsecured revolving credit ifgailnder which $128,000 was
outstanding on December 31, 2010, two public issfiessecured senior notes totaling $422,880 ai3® 885 of mortgages secured by 62 of
our properties. We also have two properties encuedbley capital leases totaling $14,575 at Decer@be2010.

The interest payable for amounts drawn under o6OEBO revolving credit facility is LIBOR plus argad. We can borrow, repay and
reborrow until maturity, and no principal repayméentlue until maturity. The interest rate payabieborrowings under this revolving credit
facility was 1.1% and 1.0% at December 31, 2010208, respectively. In addition to interest, wg partain fees to maintain this revolving
credit facility and we amortize certain set up so§ur revolving credit facility is available focquisitions, working capital and general
business purposes. As of December 31, 2010 and 2@Bad $128,000 and $60,000 outstanding underehiblving credit facility,
respectively, and $422,000 and $490,000 availabtieuthis credit facility, respectively. Our revinlg credit facility contains financial
covenants and requires us to maintain financiadsatnd a minimum net worth. We believe we wereampliance with these covenants
during the periods presented. This revolving cridiility matures in December 2011. We are curgemtbnitoring market conditions for
comparable revolving credit facilities and expectdfinance our revolving credit facility prior i3 maturity.
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In April 2010, we sold $200,000 of senior unsecutetes. The notes require interest at a fixedoh€75% per annum and are due in 2020.
Net proceeds from the sale of the notes, aftermwriteng discounts and before other expenses, wppEoximately $195,352. Interest on
notes is payable semi-annually in arrears. No algpayments are due until maturity. We used #tepnoceeds of this offering to repay
$58,000 in borrowings under our revolving creddiligy, to fund the redemption of all $97,500 ofrautstanding 7.875% senior notes due
2015 and for general business purposes, includindifg the acquisitions described in Note 3 above.

As described above, in April 2010 we called albaf outstanding 7.875% senior notes due 2015 fitermgption on May 17, 2010. As a result
of this redemption, we recorded a loss on earlinguishment of debt of $2,433 consisting of thetgebpayment premium of approximately
$1,280 and the write off of unamortized deferredficing fees and debt discount of approximatel§53.,

In January 2011, we sold $250,000 of senior unsecnotes. The notes require interest at a fixedabtt.30% per annum and are due in
2016. Net proceeds from the sale of the notes; aftderwriting discounts and before other expensesg approximately $245,828. Interest
on the notes is payable semi-annually in arreaospiicipal payments are due until maturity. Weduee net proceeds of this offering to
repay $120,000 in borrowings under our revolvingddrfacility and for general business purposeduiing funding the acquisitions
described in Note 3 above.

In August 2009, we closed on a $512,934 mortgagnfiing with the Federal National Mortgage Assamiator FNMA. This mortgage loan
is secured by first liens on 28 senior living pndjes with 5,618 living units located in 16 statkat we own and lease to Five Star. We used
the proceeds from this mortgage financing to regrapunts outstanding under our revolving creditlitgcand to acquire 17 MOBs and one
senior living property as described in Note 3 above

At December 31, 2010 and 2009, our additional eat$ihg debt consisted of the following:

December 31, 2010 December 31, 2009
Face Unamortized Face Unamortized
Unsecured Debt Coupon Maturity Amount Discount Amount Discount
Senior note! 8.625% 201z $ 225,000 $ 12€ $ 225,000 $ 25€
Senior note: 6.750% 202 200,00( 1,992 — —
Senior note: 7.875Y% 201t — — 97,50( 84
Total unsecured de $ 425,000 $ 2,12 $ 322,500 $ 34C
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Note 6. Indebtedness (Continued)

Number
f
Balance as of Propoerties Net Book Value of
December 31, Initial Collateral
Interest as Cost of

Secured and Other Debt 2010 2009 Rate Maturity  Collateral Collateral 2010 2009
Junge

Mortgage $ 2,41¢% — 6.73% 201z 1 $ 4,45($ 3,78($ —
July

Mortgages 31,83 32,91¢ 6.97% 201z 16 70,11« 63,30C 65,06¢
Jar

Mortgage 4,307 4,382 6.50% 201z 1 7,56( 7,45(C 7,421
Dec

Mortgages 11,16¢ 11,457 6.11% 201z 4 17,03¢ 15,22¢ 15,55
Dec

Mortgage 14,47, 14,76C 6.91% 201z 2 36,35¢ 34,347 34,99
May

Mortgages 48,56F 49,387 6.54% 2017 8 62,50( 59,067 60,61¢
Sep

Mortgage® 303,94¢ 307,01: 6.71% 201¢ 28 617,16 506,80! 512,66¢
Sep

Mortgage® 202,44¢ 204,63¢ 6.39% 201¢ — — — —
Jar

Mortgage(z) 3,742 3,95¢ 7.31% 202z 1 18,827 17,70 18,16:
Jar

Mortgage® 1,83:  1,93: 7.85% 202: — — — —
Dec

Bonds 14,70C 14,700 5.875% 2027 1 34,307 28,40¢ 29,33t
Apr

Capital lease 14,57 1491¢ T7.7% 202¢ 2 28,60 17,98: 20,11t

Total securet $654,01( $660,05¢ $896,91: $754,06¢ $763,93!

(1) These two mortgages were closed in August 200%andollateralized by 28 properties. A part of ltten requires
interest at a fixed rate of 6.71% and a part ofldla@ requires interest at a variable rate which partially protected by
an interest rate hedge provided by the lender, FIN& was effectively at 6.39% on December 31, 2010

(2)  These two mortgages are collateralized by one M@perty acquired in July 2008.

We include amortization of capital lease assetiejreciation expense. Assets encumbered by cégatds had a net book value of $14,575
and $14,914 at December 31, 2010 and 2009, resphcti

Interest on our unsecured senior notes and ourshigrhyable semi-annually in arrears; howeveprinipal repayments are due until
maturity. Required monthly payments on our mortgagelude principal and interest. We assumed thegages due in June 2012 and
January 2013, May 2017 and January 2022 in cororeetith acquisitions in 2010 and 2008, respectivEgyments under our capital leases
are due monthly.

Required principal payments on our outstanding dshliif December 31, 2010, are as follows:

2011 $ 137,14:
2012 266,41¢



2013 36,76¢

2014 8,89:
2015 9,53¢
Thereaftel 748,25
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Note 7. Fair Value of Assets and Liabilities

The table below presents certain of our assetdialpitities measured at fair value at DecemberZ1,0 categorized by the level of inputs
used in the valuation of each asset or liability.

Quoted Prices in Active
Markets for Identical Significant Other
Assets Observable Inputs
Description Total (Level 1) (Level 2)

Assets helc

for sale

@ $ 868 $ — % 8,68(
Long-lived

assets

held and

used® 7,33t — 7,33¢
Investment

in

available

for sale

securitie!

@ 29,24¢ 29,24¢ —
Senior

notest®) 451,35; — 451,35

(1) Assets held for sale consist of four of our prapsrthat we expect to sell that are reported avilue. We used offers to purchase the

properties made by third parties or comparablesgadasactions (level 2 inputs) to determine falue of these properties. We have
recorded cumulative impairments of approximately388 to one of these properties in order to redisdeook value to fair value. In
addition, during 2010 we recorded an impairmerdssets charge of $383 related to four propertegswie sold in August 2010.

2 Long-lived assets held and used consist of threrioproperties. We used third party appraisatsidrinformation and comparable

sales transactions (level 2 inputs) to determiirevidue of these properties and recognized an iimmant of assets charge of $5,582 to

reduce their values to the amounts stated.

) Our investments in available for sale securitiefude our 250,000 common shares of CWH and 3,2856hmon shares of Five
Star. The fair values of these shares are basgdated prices at December 31, 2010 in active msufketel 1 inputs).

(4) We estimate the fair values of our senior notesguahn average of the bid and ask price of our sgaas of senior notes (level 2
inputs) on or about December 31, 2010. The fauealf these senior note obligations exceed thaik values of $422,880 by $28,4
because these notes were trading at a premiuneitoféice amounts.

In addition to the assets and liabilities descrilvethe above table, our additional financial instents include rents receivable, cash and cash

equivalents, restricted cash, secured and unsedetedand other liabilities. The fair values ofg¢badditional financial instruments
approximate their carrying values at December 8102and 2009 based upon their liquidity, short teraturity, variable rate pricing or our
estimate of fair value using discounted cash floalgses and prevailing interest rates.

Note 8. Concentration of Credit Risk

The assets included in these financial statemeatpramarily income producing senior housing andltieare related real estate located
throughout the United States. The following is mmary of the
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Note 8. Concentration of Credit Risk (Continued)

assets leased and rents earned from our signifiessees as of and for the years ended Decemb2032,and 2009:

At At
December 31, 2010 December 31, 2009
Investment® o4 of Total Investment® o4 of Total

Five Star $ 2,032,15! 54% $ 2,004,02. 60%
Sunrise

Senior

Living, Ir

@ 325,16 9% 325,16 10%
All others 1,404,39. 37% 988,79’ 30%

$ 3,761,71. 1004 $ 3,317,98. 100%
Year Ended Year Ended
December 31, 2010 December 31, 2009
Revenue % of Total Revenue % of Total

Five Star $ 189,68: 56% $ 178,90¢ 60%
Sunrise

Senior

Living, Ir

@ 33,48( 10% 33,13: 11%
All others 115,84° 34% 84,73 29%

$ 339,00¢ 100% $ 296,77 100%

Q) Represents real and personal property leased tizoants at historical cost after impairment losses
before depreciation.

2 Sunrise Senior Living, Inc.'s lease is guarantgeiarriott International, Inc

As discussed above, Five Star is our former sufsidind both we and Five Star have managementaatstvith RMR. Five Star is the les
of 54% of our investments, at cost, as of Decer3tie2010. The following tables present summaryrfaia information for Five Star for the
years ended December 31, 2010, 2009 and 2008patad in its Annual Report on Form-K.

Summary Financial Information of Five Star Quality Care, Inc.

For the Year Ended December 31,

2010 2009 2008
Operations
Total revenue $ 1,240,720 $ 1,171,69- $ 1,077,32
Operating incom: 25,76¢ 10,23¢ 17,32¢
Income (loss) from continuing operatic 24,76 39,69" (2,615
Net income (loss 23,49: 38,33( (4,49¢)
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Note 8. Concentration of Credit Risk (Continued)

Cash Flows

Cash provided by operating activiti

Net cash (used in) provided by discontinued opena

Cash used in investing activiti

Cash (used in) provided by financing activit

Change in cash and cash equivals

Cash and cash equivalents at the beginning of the
period

Cash and cash equivalents at the end of the p

Financial Position
Current assel
Non-current assel

Total indebtednes
Current liabilities
Non-current liabilities
Total shareholders' equi

For the Year Ended December 31,

2010 2009 2008
108,74¢ % 28,40¢ $ 44.,77(
(1,269 (162) 21
(37,189 (25,51() (78,85()
(54,53%) (13,85%) 19,19¢
15,75¢ (11,127 (14,86)
5,017 16,13¢ 30,99¢
20,77( 5,017 16,13¢

As of December 31,

2010 2009 2008
123,39° $ 180,37 $ 114,26
256,39 232,73( 298,37
45,72¢ 101,28¢ 160,96!
130,22: 178,20: 129,13¢
84,80¢ 95,58: 198,16(
164,76 139,31! 85,33¢

The summary financial information of Five Star isgented to comply with applicable accounting ratiohs of the SEC. References in these
financial statements to the Annual Report on Fobakfor Five Star are included as textual referera@y, and the information in Five Sta
Annual Report is not incorporated by reference thase financial statements.
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Note 9. Segment Reporting

We have three operating segments, of which twoegrertable operating segments. The two reportgideating segments are: (i) short term
and long term residential care facilities that offning for residents and (ii) properties wheredinel related services are offered that do not
provide where residential overnight stays or dirgegvices, or MOBs. Properties in the short terchlang term residential care facilities
segment include independent living communitiesistess living communities, skilled nursing facilsi@nd rehabilitation hospitals. Properties
in the MOB segment include medical office, clinidebiotech laboratory buildings. The "All Other'tegory in the following table includes
amounts related to corporate business activitidstlae operating results of certain properties diffar fitness, wellness and spa service to
members.

For the Year Ended December 31, 2010

Short and

Long Term

Residential

Care Facilities MOB All Other Consolidated
Rental income $ 239,25¢ $ 84,04t $ 15,70¢ $ 339,00
Expenses

Depreciation expens 66,27¢ 20,44: 3,68¢ 90,40¢
Property operating expens — 19,19t — 19,19¢
General and administratiy — — 21,86 21,86
Acquisition related cost 48 3,562 — 3,61(
Total expense 66,32: 43,20: 25,55¢ 135,07¢
Operating income (lost 172,93! 40,84¢ (9,85)) 203,93(
Interest and other incon — — 1,162 1,162
Interest expens (41,940 (863) (37,219 (80,017
Loss on early extinguishment of de — — (2,437 (2,437
Impairment of asse (1,095 (4,870 — (5,965
Gain on sale of properti¢ 10¢ — — 10¢
Equity in (losses) of an invest — — Q) (@)}
Income (loss) before income tax expe 130,00¢ 35,11 (48,337 116,78!
Income tax expens — — (300 (300
Net income (loss $ 130,00¢ $ 3511! $ (48,63) $ 116,48
Total asset $ 1,90593 $ 1,167,99- $ 318,72: $ 3,392,65!
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Note 9. Segment Reporting (Continued)

Rental income

Expenses
Depreciation expens
Property operating expens
General and administrati
Acquisition related cost

Total expense

Operating income (lost
Interest and other incon
Interest expens

Impairment of asse

Gain on sale of properti
Equity in losses of an invest

Income (loss) before income tax expe

Income tax expens
Net income (loss

Total asset

For the Year Ended December 31, 2009

Short and
Long Term
Residential
Care Facilities MOB All Other Consolidated
$ 227,92t $ 53,24: $ 1561( $ 296,77
61,22t 13,66¢ 3,68¢ 78,58
14,27: — 14,27:
— — 19,89¢ 19,89¢
1,364 1,96: — 3,321
62,58¢ 29,90¢ 23,58¢ 116,08:
165,33’ 23,33¢ (7,979 180,69!
— — 1,00z 1,00z
(22,160 (743 (33,500 (56,404
(3,789 (11,746 - (15,53()
397 — — 397
- - (1349 (1349
139,79 10,847 (40,610 110,02°
— — (312) (312)
$ 139,79 $ 10,847 $ (40,92) $ 109,71
$ 1,972,43! $ 738,09: $ 277,39¢ $ 2,987,922
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Note 9. Segment Reporting (Continued)

For the Year Ended December 31, 2008

Short and
Long Term
Residential
Care Facilities MOB All Other Consolidated
Rental income $ 211,13 $ 12,27 $ 9,807 $ 233,21l
Expenses
Depreciation expens 55,07: 3,31« 2,44¢ 60,83:
Property operating expens 2,792 — 2,792
General and administrati — — 16,87: 16,87:
Total expense 55,07: 6,10¢ 19,31% 80,49¢
Operating income (lost 156,05¢ 6,16¢ (9,510 152,71
Interest and other incon — — 2,327 2,327
Interest expens (5,959 (34¢€) (33,85() (40,159
Impairment of asse (6,932 (1,447 — (8,379
Gain on sale of properti¢ 26€ — — 26€
Income (loss) before income tax expe 143,43« 4,37: (41,039 106,77«
Income tax expens — — (263) (263)
Net income (loss $ 143,43: $ 4,37: $ (41,29¢ $ 106,51:
Total asset $ 1,891,93 $ 374,46. $ 230,47¢ $ 2,496,87
Note 10. Selected Quarterly Financial Data (unaudid)
The following is a summary of our unaudited qudytezsults of operations for 2010 and 2009:
2010
First Second Third Fourth
Quarter Quarter Quarter Quarter
Revenue: $ 80,70« $ 81,00¢ $ 81,16« $ 97,29t
Net income 29,98« 24,55¢ 28,07¢ 33,86«
Per share dati
Net income $ 022 % 01¢ $ 022 $ 0.2¢€
Common distributions declarét $ 03¢ $ 03¢ $ 037 $ 037
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2009

First Second Third Fourth
Quarter Quarter Quarter Quarter
Revenue! $ 68,58 $ 69,58 $ 72,36F $ 87,24¢
Net income 31,53: 30,51: 15,56¢ 32,10¢
Per share dati
Net income $ 027 $ 022 $ 01 $ 0.2t
Common distributions declarét $ 03 $ 03¢ $ 03¢ $ 0.3¢

(1) Amounts represent distributions declared with respethe periods shown. Distributions are gengiadlid in the
quarterly period following the quarterly periodwtich they relate

Note 11. Pro Forma Information (unaudited)

During 2010, we purchased 26 MOBs for approxima$dl$3,955, sold four skilled nursing facilities fi,450, recording a gain on sale of
approximately $109 and, pursuant to the terms okaisting leases with Five Star, we purchased&B1pf improvements made to our
properties leased to Five Star. During 2010, wegaized an impairment of assets charge of $5,9@%erkto seven properties. In April 2010,
we sold $200,000 unsecured senior notes due 202xad rate of 6.75% per annum and incurred $2@&leferred financing fees related to
this debt financing. In May 2010, we redeemed @#,$00 of our outstanding 7.875% senior notes @1& and recorded a loss on early
extinguishment of debt of $2,433.

During 2009, we purchased 11 senior living fa@btand 20 MOBs for approximately $116,815 and %383, respectively, sold two assisted
living facilities and two MOBs for $1,850 and $3Q1%espectively, recording a gain on sale of appnately $397 and, pursuant to the terms
of our existing leases with Five Star, we purchek2]701 of improvements made to our propertieselédo Five Star. During 2009, we
recognized an impairment of assets charge of $05¢&ated to 11 properties. In August 2009, weeatosn a $512,934 mortgage financing
with FNMA, acquired $8,497 of personal propertyhet FNMA mortgaged properties, acquired 3.2 millitrares of Five Star common stock,
reduced the annual rent payable to us under Fel®ase No. 2 by $2,000 per year for the ternhaf Lease and incurred $12,714 of
deferred financing fees related to this mortgagarfcing.

The following table presents our pro forma resafteperations as if all of these 2009 and 2010vaiets were completed on January 1, 2009.
This pro forma data is not necessarily indicatif/a/bat actual results of operations would have eethe periods presented, nor does it
represent the results
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Note 11. Pro Forma Information (unaudited) (Continued)

of operations for any future period. Differencesldaresult from, but are not limited to, additiopabperty sales or investments, changes in
interest rates and changes in our debt or equitgtsire.

For the Year
Ended December 31,

2010 2009
Total revenue $ 392,12: $ 388,50¢
Net income $ 138,81: $ 115,91¢
Per common share dat

Net income $ 09¢ $ 0.8
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REAL ESTATE AND ACCUMULATED DEPRECIATION

Initial Cost to
Company

Costs

Capitalized

December 31, 2010

(Dollars in thousands)

Cost amount at December 31, 2010

Accumulated

Date

Original

Building & Subst(ce)quen Building & Depreciation Acquired Construction

Location  State Land Equipment Acquisition Impairment Land Equipment Total () @ ©) Date
Birmingham AL $ 58C$ 5,98( $ 11C$ —$ 58C$ 6,09($ 6,67($ 36C 08/01/0¢ 2001
Birminghan AL 60C 7,574 191 — 60C 7,765  8,36% 463 08/01/0¢ 200c
Cullman® AL 287 3,41t 283 — 287 3,69¢ 3,98t 64E 11/19/0: 199¢
Madison® AL 334 3,981 423 — 334 4,40¢  4,73¢ 74C 11/19/0« 199¢
Sheffield® AL 394 4,68¢ 44€ — 394 513( 5,52¢ 842 11/19/0: 199¢
Peoria® AZ 2,687 15,84: 1,87¢ — 2,681 17,72:  20,40¢ 4,581 01/11/0: 199(
Phoenix AZ 3,82 6,711 — — 3,82 6,711 10,53! — 12/22/1( 1982
Scottsdale AZ 2,31t 13,65( 3,57¢ — 2,31t 17,22¢ 19,541 4,02¢ 01/11/0: 198/
Scottsdale AZ 941 8,801 12¢ — 941 8,93¢ 9,871 3,71% 05/16/9: 199(
Sun City AZ  1,18¢ 10,56¢ 158 —  1,18¢ 10,727 11,91¢ 4,43¢ 06/17/9¢ 199(
Sun City

West AZ 398 3,307 — — 39t 3,307 3,70z 73¢ 02/28/0: 199¢
Tucson® Az 4,42¢ 26,11¢ 2,951 —  4,42¢ 29,07( 33,49¢ 7,44¢ 01/11/0: 198¢
Yuma AZ 223 2,10¢ 2,057 — 2232 4,157  4,38(C 1,42¢ 06/30/9: 198¢
Yuma AZ 103 604 192 — 103 79€ 89¢ 35¢ 06/30/9: 198¢
Anaheim  CA  2,85( 6,96¢ 142 — 2,85 7,10¢  9,95¢ 43E 07/09/0¢ 199
Encinitas CA  1,51( 18,04: 283 — 1,51 18,32 19,83t 1,281 03/31/0¢ 199¢
Fresnc CA 738 2,571 188 — 73¢ 2,765 3,50: 1,48t 12/28/9( 196:
Fresnc CA 88C 12,75 233 — 88C 12,98 13,86¢ 901 03/31/0¢ 199¢
Laguna

Hills CA 3,17: 28,18¢ 435 — 3,17: 28,61¢ 31,79! 11,65¢ 09/09/9: 197¢
Lancastel CA 601 1,85¢ 2,07t — 601 3,932 4,53t 1,731 12/28/9( 196¢
Los Angele: CA  24,64( 88,277 — — 24,64( 88,277 112,917 184 11/22/1( 197¢
Los Angele: CA  24,64( 90,35: — — 24,64( 90,35: 114,99: 18€ 11/22/1( 197¢
Redlands CA  1,77( 9,982 17C — 1,77« 10,15: 11,92 705 03/31/0¢ 199¢
Rosevile CA  1,62( 10,26: 202 — 1,62C 10,46¢ 12,08¢ 72€ 03/31/0¢ 199¢
San

Bernardir CA  1,25(C 9,06¢ 627 — 1,25¢C 9,69¢ 10,94¢ 1,17Z 08/31/0¢ 198¢
San Diego

@ CA 9,14 53,90« 7,881 —  9,14: 61,79. 70,93: 15,13( 01/11/0: 1987
San Diegc CA  2,46€ 46,47: — —  2,46¢ 46,47: 48,93¢ 1,64€ 08/06/0¢ 198¢
San Diegc CA  1,22% 23,077 — — 1,22¢ 23,077 24,30: 817 08/06/0¢ 198¢
San Diegc CA  1,50¢ 28,75: — — 1,50¢ 28,75: 30,26! 1,01¢ 08/06/0¢ 198¢
Stockton CA 382 2,75C 478 — 382 3,22¢  3,61( 1,59( 06/30/9: 196¢
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Stockton® ca 1,17¢ 11,171 5,08¢ — 1,17¢ 16,26( 17,43¢ 2,89¢ 09/30/0¢ 198¢
Stockton  CA 67C 14,41¢ 22¢ — 67C 14,647 15,31% 1,017 03/31/0¢ 199¢
Thousand

Oaks CA 622 2,52 1,281 — 622 3,80¢ 4,431 1,81¢ 12/28/9( 196¢
Van Nuys CA 718 378 661 — 718 1,03¢ 1,757 472 12/28/9( 196¢
Canon City CO 292 6,22¢ 982 (3,512 292 3,69¢  3,99( 1,071 09/26/97 197
Colorado

Springs CO 24% 5,23¢ 1,213 (3,03)) 24t 3,41¢ 3,66: 1,00¢ 09/26/97 197:
Delta CcO 167 3,57(C 76C — 167 4,330 4,49 1,467 09/26/9: 196:
Grand

Junction CO 204 3,87t 1,22t — 204 5,10C 5,30¢ 2,275 12/30/9: 196¢
Grand

Junction CO 177 2,58¢ 2,07¢ — 173 4,65¢ 4,832 2,005 12/30/9¢ 197¢
Lakewood CO 232 3,76¢ 2,14:% — 232 5,90¢ 6,141 2,65¢ 12/28/9( 1972
Littleton CcO 18t 5,04: 1,85¢ — 185 6,901 7,08¢ 3,22¢ 12/28/9( 196¢
Littleton CcO 40C 3,507 — — 40C 3,507 3,907 783 02/28/0: 199¢
Wheat

Ridge(“) CcO 47C 3,37¢ — — 47C 3,37 3,84 63 04/01/1( 200¢
Cromwell CT 57C 5,30¢ — — 57C 5,30¢ 5,87¢ — 12/22/1( 199¢
Wallingford CT 43C 3,13¢ — — 43C 3,13¢ 3,56¢ — 12/22/1( 198¢
Washingtor DC  13,70( 8,40( 49C — 13,70( 8,89( 22,59( 472 12/22/0¢ 196€
Washingtor DC  13,60% 24,88( 1,21¢ — 13,60¢ 26,09¢ 39,70¢ 1,025 05/20/0¢ 197¢
Newark DE 2,01( 11,85z 2,10¢ —  2,01C 13,95; 15,96: 3,47¢ 01/11/0: 198:
Newark DE 1,50( 19,447 30C — 1,50¢ 19,747 21,247 1,37¢ 03/31/0¢ 199¢
Wilmington DE  4,36¢ 25,73¢ 1,321 — 4,36t 27,06( 31,42¢ 6,93(C 01/11/0: 198¢
Wilmington

@ DE 1,17¢ 6,95( 1,252 — 1,17¢ 8,20: 9,38 2,12t 01/11/0: 197¢
Wilmington DE 38 227 1,021 — 38 1,248 1,28¢ 244 01/11/0: 196¢
Wilmington DE 86¢ 5,12¢ 2,46¢ — 86¢ 7,590 8,45¢ 1,93t 01/11/0: 198¢
Boca Rator FL  4,16¢ 39,63 72¢ —  4,16¢ 40,36: 44,52¢ 16,77: 05/20/9¢ 199¢
Cape Cora FL 40C 2,907 — — 40C 2,907 3,307 651 02/28/0: 199¢
Coral

Springs

@ FL  3,41( 20,104 12,87. —  3,41C 32,97¢ 36,38¢ 6,23¢ 01/11/0: 198¢
Deerfield

Beach FL  3,19¢ 18,84¢ 13,42« —  3,19¢ 32,27: 35,46¢ 6,07 01/11/0: 199(
Deerfield

Beach FL  1,69( 14,97: 278 —  1,69C 15,24 16,93t 6,33t 05/16/9¢ 198¢
Fort Myers FL 36¢ 2,174 2,24¢ — 36¢ 4,420 4,78¢ 788 01/11/0: 199(C
Fort Myers FL 2,38t 21,137 38¢ — 2,38t 21,52( 23,90¢ 8,81( 08/16/9: 198¢
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Naples FL 3,20( 2,89¢ 12,34¢ — 3,20( 15,247 18,44: 1,317 08/31/0¢ 198¢
Orlando FL 135 532 16 — 13t 54§ 682 28 12/22/0¢ 1997
Orlando FL 51¢ 1,79¢ — — bi¢ 1,79¢ 2,31¢ 92 12/22/0¢ 1997
Orlando FL 1,94¢ 7,197 — — 1,94¢ 7,197 9,14: 368 12/22/0¢ 1997
Palm
Harbor
@ FL 3,44¢ 20,33¢ 3,47¢ — 3,44¢ 23,81F 27,26« 5,90¢ 01/11/0: 198¢
Palm
Harbor FL 3,37¢ 29,94t 53¢ — 3,37¢ 30,48¢ 33,86 12,66¢ 05/16/9¢ 1992
Pompano
Beach FL 7,70C 2,127 33,33¢ — 7,70C 35,46t 43,16¢ 3,307 08/31/0¢ 198t
Port
St. Lucie FL 1,24:Z 11,00¢ 20C — 1,24 11,20¢ 12,45! 4,65¢ 05/20/9¢ 199:
Tampa FL 4,85( 6,34¢ 7 — 4,85( 6,35€ 11,20¢ 51C 10/30/0% 198¢
West Palrr
Beach FL 2,061 12,15 9,03¢ — 2,061 21,19 23,25: 4,32¢ 01/11/0: 198¢
Alpharetta GA  5,39( 26,712 — — 5,39( 26,71: 32,10: 1,58€ 08/21/0¢ 200¢
Athens GA 337 4,00¢ 391 — 337 4,397 4,73¢ 722 11/19/0« 199¢
Atlanta®  GA 5,80( 9,30¢ 3 — 5,80( 9,30¢ 15,10¢ 727 11/30/0% 197¢
College
Park GA 30C 2,702 1,27¢ — 30C 3,981 4,281 1,400 05/15/9¢ 198t
Columbus GA 294 3,50¢ 104 — 291 3,60¢ 3,90: 614 11/19/0- 199¢
Conyers
@ GA 34z 4,06¢ 798 — 34z 4,86: 5,20 753 11/19/0¢ 1997
Conyers GA 75C 7,78¢ 10 — 75C 7,79¢ 8,54¢ 49 09/30/1( 200¢
Dalton GA 262 3,11¢ 33€ — 262 3,455 3,717 553 11/19/0« 1997
Decatul® Ga 3,10(¢ 4,43¢ 202 — 3,10¢ 4,63¢  7,73¢ 28¢ 07/09/0¢ 198¢
Dublin GA 442 3,98: 881 — 442 4,86: 5,30F 1,92€ 05/15/9¢ 196¢
Evans GA 23C 2,66: 32€ — 23C 2,98¢ 3,21¢ 50€ 11/19/0:- 199¢
Gainesville
@ GA  26€ 3,18¢ 184 — 268 3,37C 3,63t 573 11/19/0 199¢
Macon® G 182 2,17¢ 271 — 182 2,45¢ 2,63¢ 41€ 11/19/0« 199¢
Marietta  GA 30C 2,702 78C — 30C 3,482 3,78: 1,36¢ 05/15/9¢ 1967
Savannah
@ GA 1,20( 19,09( 1,03t — 1,20¢ 20,12F 21,32¢ 2,29¢ 10/01/0¢ 1987
Savannal GA 40C 5,67( 78€ — 40C 6,45¢ 6,85¢ 755 11/01/0¢ 198¢
Snellvile GA 87C 4,03( 1 — 87C 4,031 4,901 11¢ 12/10/0¢ 1997
Tucker GA 69C 6,21( 682 —  69C 6,89: 7,58: 1,03¢ 06/03/0¢ 1997
Clarinda IA 77 1,452 862 — 77 2,316  2,39: 1,07€ 12/30/9: 196¢
Des
Moines |A 123 627 854 — 12z 1,481 1,60¢ 43€ 07/01/0( 196t

S-3




Table of Contents

SENIOR HOUSING PROPERTIES TRUST
SCHEDULE 1lI

REAL ESTATE AND ACCUMULATED DEPRECIATION

December 31, 2010

(Dollars in thousands)

Initial Cost to
Company Costs Cost amount at December 31, 2010
Capitalized Original
. . Accumulated Date .
Building & Substgquen Building & Total Depreciation Acquired Construction
Location State Land Equipment Acquisition Impairment Land Equipment @ @ ®) Date
Glenwood 1A 322 2,09¢ 1,50¢ — 322 3,60¢ 3,92¢$ 98¢ 07/01/0( 196/
Mediapolis 1A 94 1,77¢ 701 — 94 2,477 2,571 1,155 12/30/9: 197:
Pacific
Junction IA 32 30€ 87 — 32 392 42F 154 04/01/9¢ 197¢
Winterset 1A 111 2,09¢ 1,29¢ (3149 111 3,07¢ 3,19 1,42¢ 12/30/9: 197:
Arlington
Heights IL 3,66¢ 32,58 49C — 3,66% 33,077 36,74: 13,47¢ 09/09/9: 198¢
Buffalo
Grove IL  3,80C 11,45¢ — — 3,80( 11,45¢ 15,25¢ 72 09/16/1( 200¢
Romeoville L  1,12( 19,58: — — 1,12 19,582 20,70z 1,165 08/21/0¢ 200%
Springfield IL 30C 6,74¢ 99¢ — 30C 7,737 8,031 88C 08/31/0¢ 199(C
Auburn @) IN 38C 8,24¢ 33 — 38C 8,27¢ 8,65¢ 507 09/01/0¢ 199¢
Avon ) IN 85C 11,88¢ 63 — 85C 11,957 12,801 72¢€ 09/01/0¢ 199¢
Bloomingtor IN  5,40( 25,12¢ 863 — 5,40 25,99: 31,39: 1,35¢ 11/01/0¢ 198:
Indianapolis
@ IN 2,78¢ 16,39¢ 2,26: — 2,78t 18,65¢ 21,44 4,772 01/11/0: 198¢
Kokomo ) IN 22C 5,89¢ 35 —  22C 5,932 6,15¢ 374 09/01/0¢ 199¢
LaPorte® N 77C 5,55( 35 — 77 558t 6,35 358  09/01/0¢ 199¢
Marion ) IN 41C 5,40¢ 48 — 41C 5,457 5,861 347 09/01/0¢ 200C
Shelbyville
@ IN 19C 5,32¢ 32 — 19C 5,36C 5,55( 33¢  09/01/0¢ 199¢
South Benc  IN 40C 3,107 — — 40C 3,107 3,507 69E 02/28/0! 199¢
Terra Haute
@ IN  30C 13,11 37 — 30C  13,15: 13,45 81¢ 09/01/0¢ 200t
Vincennes
@ IN 11C 3,60: 23C — 11C 3,83:  3,94: 24% 09/01/0¢ 198t
Ellinwood KS 13C 1,135 484 — 13C 1,621 1,751 62€ 04/01/9* 1972
Lawrence KS 1,60( 18,56¢ — — 1,60( 18,56¢ 20,16¢ 64€ 10/01/0¢ 198¢
Overland
Park® KS 1,27« 11,42¢ 1,81t — 1,27¢ 13,247 14,51¢ 2,99t 10/25/0: 198¢
Overland
Park KS 2,56¢ 15,14( 2,23t — 2,56¢ 17,378 19,94 4,36¢ 01/11/0: 198t
Bowling
Green® Ky  36¢ 4,34t 428 — 36t 4,77¢ 5,13t 77 11/19/0¢ 199¢
Frankfort KY 56( 8,28: 1,04¢ — 56C 9,32¢ 9,88¢ 1,037 08/31/0¢ 198¢
Hopkinsville
@ KY  31€ 3,761 172 — 31¢ 3,03t 4,24¢ 65¢ 11/19/0: 199¢
Lafayette(s) KY — 10,84¢ 10,90¢ — — 21,75¢ 21,75¢ 7,85C 01/11/0: 198t
Lexington
®) KY — 6,39/ 1,90:¢ — — 8,297 8,29 4,21¢ 01/11/0: 198(
Louisville
@ KY 3,562« 20,77¢ 5,02¢ — 3,52¢ 25,80¢ 29,33: 6,33¢ 01/11/0: 198/
Mayfield KY 26€ 2,73(C 63€ —  26¢& 3,36¢€ 3,63¢ 567 11/19/0« 199¢
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Paduca¥
Somerse
Auburn
Braintree
Charlton
Fitchburg
Grafton
Leominster
Lexington
Mansfield
Mansfield
Mansfield
Milford
Millbury
Spencel
Sturbridge
Westboroug
Westboroug
Winchester
)
Woburn
Worcestel
Worcestel
Worcestel
Worcestel
Worcestel
Annapolis

Bel Air 4
Bowie
Columbia

Easton®

KY
KY
MA
MA
MA
MA
MA
MA
MA
MA
MA
MA
MA
MA
MA
MA
MA
MA

SENIOR HOUSING PROPERTIES TRUST
SCHEDULE 1lI

REAL ESTATE AND ACCUMULATED DEPRECIATION

December 31, 2010

(Dollars in thousands)

Initial Cost to
Company Costs Cost amount at December 31, 2010
Capitalized Accumulated -
- - Date Original
Building & Subi(;.\)quen Building & Total Depreciation Acquired Construction
State Land Equipment Acquisition Impairment Land Equipment @ @ ©) Date
45C 5,35¢ 572 — 45 5,931 6,381 96€ 11/19/0: 200c
20C 4,91¢ 142 — 20C 5,061 5,261 521 11/06/0¢ 200(
1,51(C 7,00(C 25C — 1,51C 7,25C 8,76( 427 08/08/0¢ 19717
3,19¢ 16,65: 13,05¢ — 3,19 29,70¢ 32,90 8,65: 01/01/0: 197¢
137 3,651 171 (2,087 137 1,73¢ 1,87: 16S 08/08/0¢ 198¢
33C 3,361 34 —  33C 3,39t 3,72t 20z 08/08/0¢ 199¢
19C 562 11 (50C) 70 193 263 34 08/08/0¢ 193(
1,52( 8,70: 132 — 1,52( 8,83t 10,35t 524 08/08/0¢ 196¢€
3,60( 15,55¢ 1,02( (7,255 3,60( 9,32C 12,92( 434 12/22/0¢ 199¢
1,19C 5,737 — — 1,19( 5,737 6,927 —  12/22/1( 198¢
1,36( 7,32¢ — — 1,36( 7,32¢ 8,68¢ — 12/22/1( 198¢
2,09( 8,21t — — 2,09( 8,21t 10,30¢ —  12/22/1( 200z
51C 3,03¢ 59¢ — 51C 3,637 4,147 19¢ 08/08/0¢ 198¢
16C 76€ — — 16C 768 92¢ 47 08/08/0¢ 195(C
27C 2,601 13€ — 27C 2,74 3,01: 16C 08/08/0¢ 199
112 1,561 211 (1,30¢) 11z 46€ 57¢ 66 08/08/0¢ 198¢
92(C 6,95¢€ 97 —  92C 7,05: 7,97 41€ 08/08/0¢ 198¢
23C 13E — —  23C 135 36¢ 10 08/08/0¢ 190
3,21¢ 18,98¢ 5,574 — 3,21¢ 24,56: 27,78( 5,467 01/11/0: 1991
3,80¢ 19,86: 12,50 — 3,80¢ 32,36f 36,17 9,86( 01/01/0: 196¢
191 2,13 114 (88¢) 191 1,35¢ 1,54¢ 10€ 08/08/0¢ 199
86¢ 10,91 23¢ —  86F 11,157 12,01¢ 65¢ 08/08/0¢ 198¢
73C 3,63¢ 45 —  73C 3,67¢ 4,40¢ 21¢ 08/08/0¢ 198¢
1,20C 6,17¢ 10& — 1,20( 6,281 7,481 372 08/08/0¢ 198¢
77C 10,40¢ 4732 — 77C 10,881 11,65: 632 08/08/0¢ 199(
1,29( 12,37 16€ — 1,29( 12,53¢ 13,82¢ 872 03/31/0¢ 2001
4,75( 16,504 2 — 4,75( 16,50¢ 21,25¢ 1,28¢ 11/30/0° 198(
40¢ 3,421 372 —  40¢ 3,797 4,201 892 10/25/0: 200(
1,39(C 10,30: 137 — 1,39( 10,44( 11,83( 72¢ 03/31/0¢ 2001
388 4,55t 2,87(C — 38¢ 7,428 7,80¢ 1,181 10/25/0: 200c
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Location State Land Equipment Acquisition Impairment Land Equipment @ @ & Date
Ellicott

City @ mp 1,40¢ 22,691 5,93¢ — 1,40¢ 28,63( 30,03¢ 5,08( 03/01/0¢ 1997
Frederick MD 38t 3,44¢ 424 — 38t 3,86¢ 4,25: 90¢ 10/25/0: 199¢
Frederick MD 1,26( 9,46¢ 157 — 1,26( 9,621 10,88: 67C 03/31/0¢ 199¢
Hagerstow MD 1,04( 7,471 125 — 1,04C 7,59¢ 8,63¢ 53C 03/31/0¢ 199¢
Pikesville MD 2,00C 4,97¢ 59 — 2,00¢ 5,03: 7,03t 25€ 12/22/0¢ 1987
Severna

Park® MD  22¢ 9,79¢ 1,62 — 22¢ 11,420 11,65 2,49 10/25/0; 199¢
Silver

Spfing(4) MD  1,20C 9,28¢ 5,93¢ — 1,20C 15,22¢ 16,42¢ 3,041 10/25/0: 199¢
Silver

Spring  MD 3,301 29,06t 714 — 3,301 29,77¢ 33,08( 12,25 07/25/9: 1992
Hampton Ml 30C 2,40¢€ — — 30C 2,40€ 2,70¢ 53¢ 02/28/0: 199¢
Monroe MI 40C 2,60€ — — 40C 2,60€¢ 3,00¢ 587 02/28/0: 199¢
Portage MI 30C 2,20€ — — 30C 2,20€ 2,50¢ 49t 02/28/0: 199¢
Portage MI 60C 5,21z — — 60C 5,21: 5,81 1,16€¢ 02/28/0: 199¢
Saginaw MI 30C 2,50€ — — 30C 2,50¢ 2,80¢ 562 02/28/0: 199¢
Eagan MN 40C 2,50€ — — 40C 2,50€  2,90¢ 627 02/28/0: 199¢
Egan MN  2,30C 13,10¢ — — 2,30C 13,10¢ 15,40¢ —  12/22/1( 198¢€
Rogers MN  2,76( 45,78¢ 15t — 2,76( 45,94¢ 48,70« 3,37¢  03/01/0¢ 199¢
West

St. Pau  MN 40C 3,60¢ 10C — 40C 3,70¢  4,10¢ 91t 02/28/0: 199¢
St. Josepl MO 111 1,027 1,307 — 11 2,33¢ 2,44t 84¢  06/04/9: 197¢
Oxford MS 45C 5,791 26€ — 45C 6,057 6,501 65 10/01/0¢ 200(
Southaver MS 45C 5,798 27€ — 45C 6,071 6,521 655 10/01/0¢ 200(
Cary(“) NC 77AlE 4,62¢ 1,732 — 713 6,36( 7,07 1,47% 10/25/0: 199¢
Chapel Hill NC 80C 6,41¢ — — 80C 6,41¢ 7,21¢ 1,43¢ 02/28/0: 199¢
Charlotte NC 50C 13,96( 26 — 50C 13,98¢ 14,48¢ 434 11/17/0¢ 199¢
Charlotte NC 82C 7,79C 26 — 82C 7,81¢ 8,63¢ 244 11/17/0¢ 2001
Pineville NC 63C 15,23( 1 — 63C 15,23 15,86 474 11/17/0¢ 199¢
Pineville NC 55C 7,57( 1 —  55C 7,571 8,121 23€  11/17/0¢ 199¢
Ashland NE 28 1,82¢ 1,207 — 28 3,03C 3,05¢ 91C 07/01/0( 196¢
Blue Hill NE 56 1,064 79¢ — 56 1,86: 1,91¢ 53 07/01/0( 1967
Central

City NE 21 91¢ 645 — 21 1,56¢ 1,58F 52C 07/01/0( 196¢
Columbus NE 88 561 451 — 88 1,01z 1,10C 335 07/01/0( 195t
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Grand Islan. NE 11¢ 1,44¢ il EeKe — 11¢ 2,77¢  2,89¢ 981 04/01/9¢ 1967
Gretna NE 237 673 882 — 237 1,558 1,792 44¢  07/01/0( 1972
Milford NE 24 88( 642 — 24 1,522 1,54¢ 50€ 07/01/0( 1967
North Platte NE 37C 8,96¢ 12€ — 37C 9,09¢ 9,46€ 654 02/17/0¢ 198¢
Omaha NE 65C 5,85( 297 — 65C 6,147 6,791 951 06/03/0% 199z
Omaha NE 4,68( 22,02: — — 4,68( 22,02 26,70: 1,30¢ 08/21/0¢ 2007
Sutherlanc  NE 19 1,251 451 — 19 1,70z 1,721 53Z 07/01/0( 197C
Utica NE 21 56¢ 411 — 21 98C 1,001 29¢€ 07/01/0( 196€
Waverly NE 52¢ 68€ 60E — 52¢ 1,291 1,82( 47z 07/01/0( 198¢
Burlington  NJ 1,30C 11,70( 7 — 1,30C 11,707 13,001 4,46¢ 09/29/9¢ 199¢
Cherry Hill NJ 1,001 8,17t e — 1,001 8,44¢ 9,44¢ 1,531 12/29/0: 199¢
Lakewood

® NJ 4,88t 28,80 2,497 — 4,88 31,30( 36,18t 7,77¢ 01/11/0: 1987
Mt.

Arlington  NJ 1,37¢ 11,23: 4232 — 1,37¢ 11,658 13,03( 2,122 12/29/0: 2001
Albuquerqut

@ NM  3,82¢ 22,57: 2,50(¢ — 3,82¢ 25,07: 28,90( 6,20¢ 01/11/0: 198¢
Albuquerqut NM 54C 10,10¢ 8 — 54C 10,11¢ 10,65 811 10/30/0% 1977
Albuquerqut NM  1,66( 9,17: 8 — 1,66( 9,181 10,84! 73€ 10/30/0° 198:
Albuquerqut NM  1,06( 9,87t 8 — 1,06 9,887 10,94: 793 10/30/0% 197z
Albuquerqui NM  3,48( 25,24¢ — — 3,48( 25,24t 28,72 — 12/22/1( 197¢
Albuquerqui NM  1,43( 2,60¢ — — 1,43( 2,60¢ 4,03¢ — 12/22/1( 197¢
Albuquerqut NM 1,47 1,581 — — 1,47 1,587 3,057 — 12/22/1( 198¢
Albuquerqut NM 95¢ 2,06t — —  95¢ 2,065 3,02 — 12/22/1( 198¢
Albuquerqut NM 368 26€ — — 362 26€ 62¢ — 12/22/1( 198¢
Albuquerqut NM  1,99¢ 1,071 — — 1,99¢ 1,071 3,06¢ — 12/22/1( 198¢
Brooklyn NY 3,87(C 8,54t 6 — 3,87( 8,551 12,42 507 08/08/0¢ 1971
East

Syracuse

@ NY 42C 18,40 8 — 42C 18,41 18,83t 1,132 07/09/0¢ 199¢
East

Syracuse NY 72C 17,08 80 — 72C 17,16¢ 17,88¢ 98C 09/30/0¢ 2001
White Plains NY  4,90( 13,59¢ — — 4,90 13,59¢ 18,49¢ 66€ 01/26/0¢ 1952
Columbus

@ OH 3,62: 27,77¢ 6,241 — 3,62 34,01¢ 37,64 8,007 01/11/0: 198¢
Grove City OH 332 3,081 791 — 332 3,872 4,20 1,482 06/04/9: 196¢
Solon OH  45C 2,30t — —  45C 2,308 2,75t — 12/22/1( 197¢
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SCHEDULE 1lI

SENIOR HOUSING PROPERTIES TRUST

REAL ESTATE AND ACCUMULATED DEPRECIATION

December 31, 2010

(Dollars in thousands)

Initial Cost to
Company Costs Cost amount at December 31, 2010
Capitalized Original
Building & Substgquen Building & Total gz%urgclfﬁitsg Aczﬁitreed Construction

Location  State Land Equipment Acquisition Impairment Land Equipment @ @ & Date
Midwest

City OK 41C 2,97( — —  41C 2,97C 3,38( 99 09/01/0¢ 198t
Oklahoma

City OK 50C 19,04¢ — —  50C 19,04¢ 19,54¢ 635 09/01/0¢ 197¢
Oklahoma

City OK 43C 2,95¢ — —  43C 2,95 3,38t 99 09/01/0¢ 1992
Oklahoma

City OK 48C 1,54¢ — —  48C 1,54¢ 2,02¢ 52 09/01/0¢ 1991
Beaver

Falls PA  1,50C 13,50( 374 — 1,50¢ 13,87¢ 15,37« 2,04t 10/31/0¢ 1997
Canonsbur PA 1,51¢ 13,49: 587 — 1,51¢ 14,08( 15,59¢ 10,22¢ 03/01/9: 198t
Clarks

Summit PA 1,001 8,23: 28€ — 1,001 8,51¢ 9,52( 1,547 12/29/0: 2001
Elizabeth PA 69€ 6,30¢ 33C —  69€ 6,63¢ 7,33( 1,01z 10/31/0¢ 198¢
Exton PA 1,001 8,23:¢ 36€ — 1,001 8,59¢ 9,60( 1,560 12/29/0: 200(
Fort

Washing PA  3,10( 6,82¢ 6 (4,370) 1,66¢ 3,89¢ 5,56t 421 06/25/0¢ 1997
Glen Mills  PA 1,001 8,23: 41C — 1,001 8,64: 9,64« 1,59¢ 12/29/0: 2001
Horsham PA 1,01( 4,45¢ — — 1,01 4,45¢ 5,46¢ —  12/22/1( 198:
King of

Prussic  PA 1,54( 4,732 — — 1,54 4,73 6,272 281 08/08/0¢ 1997
Murrysville PA 30C 2,50¢ — — 30C 2,50¢ 2,80¢ 61€ 02/28/0: 199¢
New

Britain

(Chalfont PA 97¢ 8,052 45€ —  9r¢ 8,50¢ 9,487 1,55¢ 12/29/0: 199¢
Penn Hills PA 20C 904 — — 20C 904 1,10¢ 225 02/28/0: 1997
Pittsburgh  PA 644 5,85¢ 497 (4,717) 644 1,64z 2,28¢ 38€ 10/31/0¢ 1987
Pittsburgh  PA — 4,05¢ 551 (4,340 — 265 26E 265 10/31/0¢ 1987
Pittsburgh PA  3,00( 11,82¢ 2217 — 3,00¢ 12,05¢ 15,05 777 06/11/0¢ 1991
Pittsburgh PA  2,48( 6,39¢ — — 2,48( 6,39t 8,87¢ —  12/22/1( 199¢
South Part PA 89¢ 8,10z 21¢ — 89¢ 8,321 9,21¢ 1,24¢ 10/31/0¢ 199t
Tiffany

Court

(Kingstor PA — 5,682 1,101 — — 6,787 6,78 1,12¢ 12/29/0: 1997
Whitehall PA  1,59¢ 14,40: 98t — 1,59¢ 15,38¢ 16,98 2,26¢ 10/31/0¢ 1987
Lincoln RI 52C 10,077 1 — 52C 10,07¢ 10,59¢ 64C 06/25/0¢ 1997
Anderson SC 29t 3,50¢ 207 — 29t 3,71¢ 4,011 621 11/19/0¢ 199¢
Beaufort” sc  1s¢ 2,23¢ 557 —  18¢ 2,791 2,97¢ 532 11/19/0¢ 199¢
camder® sc 322 3,691 824 — 322 4,521 4,84: 76€ 11/19/0: 199¢
Columbia SC 30C 1,90 — — 30C 1,908 2,20 42€ 02/28/0: 199¢
Columbia SC 61C 7,90( 2 —  61C 7,90: 8,51 24€ 11/17/0¢ 2002
Columbia SC 39C 4,65¢ — —  39C 4,65¢ 5,04¢ —  12/22/1( 198¢
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Location
Greenville
Greenwooc

Hartsville®

Lexington(®)
Myrtle Beack
Orangeburg

4
Rock Hill

Senecd?
West
Columbia
Huron
Huron
Sioux Falls
Clarksville

Cleveland®
Cookeville®

Franklin 4
Gallatin
Goodlettsville

Jacksorf¥

Knoxville 4)
Maryville
Nashville
Allen
Austin
Austin
Austin
Bellaire
Boerne
Conroe
Dallas

SC
SC

SC

SC
SC

SC
SC

SC
SC
SD
SD

SD
TN

TN
TN

TN
TN
TN

TN

SENIOR HOUSING PROPERTIES TRUST
SCHEDULE 1lI

REAL ESTATE AND ACCUMULATED DEPRECIATION

December 31, 2010

(Dollars in thousands)

S-9

Initial Cost to
Company Costs Cost amount at December 31, 2010
Capitalized Accumulated -
- - Date Original
Building & Subsgquen Building & Total Depreciation Acquired Construction
State Land Equipment Acquisition Impairment Land Equipment @ @ ©) Date
70C 7,24( 10 — 70C 7,25C 7,95( 22€ 11/17/0¢ 200z
31C 2,79( 18C — 31C 2,97C 3,28( 46% 06/03/0: 199¢
401 4,77 524 — 401 5,29¢ 5,70( 87€ 11/19/0: 199¢
36° 4,32 39E — 362 4,717 5,08( 80C 11/19/0: 199¢
542 3,20z 3,15C — 542 6,352 6,89% 1,19¢ 01/11/0: 198C
30< 3,607 642 — 302 4,24¢  4,55; 71% 11/19/0: 199¢
30C 1,70¢ — — 30C 1,70¢  2,00% 41C 02/28/0: 199¢
39¢€ 4,71« 37¢ — 39€ 5,097 5,48¢ 83¢€ 11/19/0: 200C
52(C 3,831 — — 52C 3,831 4,351 — 12/22/1( 200C
144 3,10¢ 4 — 144 3,11z 3,25¢ 1,52¢ 06/30/9: 196¢
45 96¢ 1 — 45 96¢ 1,01¢ 475 06/30/9: 196¢
252 3,06: 4 — 252 3,06€ 3,31¢ 1,50¢ 06/30/9: 196(
32C 2,99/ 528 —  32C 3,522 3,847 36€ 12/31/0¢ 1997
30¢ 3,627 53C — 30E 4,157 4,46: 69C 11/19/0: 199¢
32z 3,82¢ 412 — 32z 4,240 4,56: 687 11/19/0: 199¢
32z 3,83 34€ — 32z 4,17¢ 4,501 682 11/19/0: 1997
28( 3,32] 23€ — 28C 3,567 3,84: 59€ 11/19/0: 199¢
30C 3,207 10C — 30C 3,307 3,607 73¢ 02/28/0: 199¢
29t 3,50¢ 29€ — 29t 3,80z 4,097 641 11/19/0: 199¢
304 3,61¢ 1,19¢ — 304 4,817 5,121 76z 11/19/0: 199¢
40C 3,507 — — 40C 3,507 3,907 78% 02/28/0: 199¢
75C 6,75( 2,94¢ — 75C 9,69¢ 10,44¢ 1,242 06/03/0¢ 197¢
2,59( 17,91 — — 2,59( 17,912 20,50z 1,06« 08/21/0¢ 200¢€
40C 21,02: 114 — 40C 21,13f 21,53t 1,33¢ 06/25/0¢ 197¢
1,54( 27,467 157 — 1,54C 27,62¢ 29,16« 1,53¢ 10/31/0¢ 199z
30C 4,557 — — 30C 4,557 4,857 —  12/22/1( 199¢
1,23¢ 11,01( 162 — 1,23¢ 11,172 12,41C 4,64% 05/16/9: 1991
22C 4,92¢ 83 — 22C 5,00¢ 5,22¢ 361 02/07/0¢ 199
62C 14,07+ — —  62C 14,07+ 14,69 55 10/26/1( 200¢
4,70¢ 27,76¢ 4,43( — 4,70¢ 32,19¢ 36,907 7,86¢ 01/11/0: 1987
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SENIOR HOUSING PROPERTIES TRUST
SCHEDULE 1lI

REAL ESTATE AND ACCUMULATED DEPRECIATION

December 31, 2010

(Dollars in thousands)

Initial Cost to
Company Costs Cost amount at December 31, 2010
Capitalized Accumulated -
- - Date Original
Building & Subst((-.;quen Building & Total Depreciation Acquired Construction
Location State Land Equipment Acquisition Impairment Land Equipment @ @ ©) Date
El Pasc TX 2,301 13,56 1,152 — 2,301 14,71¢ 17,02( 3,78C 01/11/0: 198¢
Fredericksbur TX 28C 4,86¢ 88 — 28C 4,95¢ 523¢ 35¢  02/07/0¢ 199¢
Houston(® TX 5,537 32,647 6,10¢€ — 5,531 38,75 44,29( 9,46¢ 01/11/0: 198¢
Irving TX 2,83( 15,08: 10 — 2,83( 15,09: 17,92 95¢  06/25/0¢ 199¢
Kerrville TX 25C 5,30(C 10 — 25C 5,31C 5,56( 165 11/17/0¢ 2001
Lubbock X 1,11C 9,78¢ 15 — 1,11C 9,80< 10,91« 142 06/04/1( 200¢
San Antonio

@ TX 4,28: 25,25¢ 3,937 — 4,28t 29,19: 33,47¢ 7,12€¢ 01/11/0: 198¢
San Antonic  TX 1,10C 13,90( 12 — 1,10C 13,91¢ 15,01 434 11/17/0¢ 200:
San Antonic  TX 1,20C 6,50( — — 1,20C 6,50C 7,70C 205 11/17/0¢ 200¢
Woodlands® TX 3,69 21,78. 3,522 — 3,69¢ 25,30« 28,99¢ 6,497 01/11/0: 198¢
Arlington VA 1,88t 16,73¢ 27C — 1,88t 17,00¢ 18,88¢ 6,99€ 07/25/9: 199z
Charlottesville

@ VA 2,97¢ 26,42: 431 — 2,97¢ 26,85! 29,82¢ 11,10¢ 06/17/9¢ 199¢
Charlottesville VA 641 7,63:¢ 73¢ — 641 8,37 9,01: 1,40C 11/19/0- 1991
Chesapeak VA 16C 1,49¢ 733 — 16C 2,231 2,391 44€ 05/30/0: 1987
Fairfax VA 2,50( 7,145 41¢ — 2,50 7,56€ 10,06¢ 412 12/22/0¢ 199(
Fredericksbur

@ VA 287 8,48( 534 — 287 9,01« 9,301 2,17¢ 10/25/0: 199¢
Midlothian®  va 1,102 13,12¢ 1,29¢ — 1,10z 14,42F 15,52¢ 2,31z 11/19/0: 199¢
Newport New.

@ VA 581 6,921 347 — 581 7,268 7,84¢ 1,21C 11/19/0« 199¢
Norfolk VA 1,53( 9,531 144 — 1,53( 9,67¢ 11,20¢ 51C 12/22/0¢ 199¢
Norfolk VA 1,78C 8,35¢ 655 — 1,78( 9,00¢ 10,78¢ 33E  05/20/0¢ 1981
Poquosor VA 22C 2,041 652 — 22C 2,69 2,91« 53E 05/30/0: 1987
Richmond VA 134 3,191 522 — 134 3,71: 3,84i 884 10/25/0: 199¢
Richmond VA 732 8,717 282 — 732 8,99¢ 9,731 1,51¢ 11/19/0« 199¢
Virginia

Beach VA 892 7,92¢ 12¢ — 89: 8,05f 8,94¢ 3,347 05/16/9: 199(
Williamsburg VA 27C 2,46¢ 87C — 27C 3,33t 3,60¢ 634 05/30/0: 1987
Seattle WA  25€ 4,86¢ 67 —  25€ 4,93¢ 5,192 2,40€ 11/01/9: 196¢
Brookfield wi 832 3,84¢ 2,89¢ — 832 6,74¢  7,58( 2,62¢ 12/28/9( 196¢
Clintonville Wi 30 1,62¢ 352 — 30 1,977 2,007 1,01¢ 12/28/9( 196¢
Clintonville Wi 14 1,69t 632 — 14 2,321 2,341 1,097 12/28/9( 196(
Glendale Wi 25C 3,797 — — 25C 3,797 4,047 11¢ 09/30/0¢ 196¢
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SENIOR HOUSING PROPERTIES TRUST
SCHEDULE 1lI

REAL ESTATE AND ACCUMULATED DEPRECIATION
December 31, 2010

(Dollars in thousands)

Initial Cost to
Company Costs Cost amount at December 31, 2010
Capitalized Accumulated
Date Original
Building & Subsequen Building & Depreciation Acquired Construction
to

Location State Land Equipment Acquisition Impairment Land Equipment Total @ @ ©) Date
Glendale WI 1,50( 33,747 — — 1,50( 33,747 35,247 1,055 09/30/0¢ 1962
Grafton Wi 50C 10,05¢ — — 50C 10,05¢ 10,55¢ 314 09/30/0¢ 200¢
Kenoshe  WI 75C 7,66¢ 35 — 75C 7,704 8,45¢ 571 01/01/0¢ 200C
Madison  WI 144 1,632 1,63t (75) 144 2,517 2,661 1,17C 12/28/9( 192(
Madison ~ WI 70C 7,461 27 — 70C 7,48¢ 8,18¢ 554 01/01/0¢ 200C
Mequon(4) Wi 80C 8,38¢ 362 — 80C 8,75( 9,55( 632 01/01/0¢ 199¢
Oak Creel WI 65C 18,39¢ 14¢ — 65C 18,54¢ 19,19 1,37¢ 01/01/0¢ 2001
Pewauket WiI 984 2,432 1,02t — 984 3,457 4,441 1,537 09/10/9¢ 1962
Pewauke¢  WI 3,90( 41,14( — — 3,90( 41,14( 45,04( 1,28¢ 09/30/0¢ 199¢
Racine WI 1,15( 22,43¢ — — 1,15(C 22,43¢ 23,58¢ 701 09/30/0¢ 198¢
Sheboygar WI 1,40( 35,16¢ — — 1,40( 35,16¢ 36,56¢ 1,09¢ 09/30/0¢ 198¢
Sheboygar WI 12C 4,01« — — 12C 4,01« 4,13¢ 125 09/30/0¢ 1987
Sheboygar WI 30C 975 — — 30C 97t 1,27¢ 30 09/30/0¢ 1987
Waukeshe WI 68 3,452 2,84: — 68 6,294 6,36: 2,92t 12/28/9( 195¢
Wauwatos WI 2,30( 6,24¢ — — 2,30( 6,24¢ 8,54t 195 09/30/0¢ 1964
West Allis  WI 1,60( 20,377 367 — 1,60( 20,74« 22,344 1,542 01/01/0¢ 2001
Laramie WY 191 3,63: 74C — 191 4,37z 4,56 2,06¢ 12/30/9: 1964
Worland WY 13z 2,507 997 — 132 3,50¢ 3,63¢ 1,61C 12/30/9! 197¢
Total $448,17:$ 3,023,321$ 323,28'$  (33,06€)$446,62:$ 3,315,091 $3,761,71: $ 538,87:
1) Aggregate cost for federal income tax purposepjsaimately $3.8 billion.
) We depreciate buildings and improvements over psrianging up to 40 years and equipment over pernaaging up to 12 years.
3) For assets transferred to us upon our spin off f@BammonWealth REIT, or CWH, indicates the datesuaed by CWH, our predecessor.
(4) These properties are collateral for our $624.7iamilbf mortgage notes.
(5) These properties are subject to our $14.6 milliboapital leases.
(6) This property is collateral for our $14.7 milliohmortgage bonds.
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SENIOR HOUSING PROPERTIES TRUST

SCHEDULE 1lI
REAL ESTATE AND ACCUMULATED DEPRECIATION

December 31, 2010
(Dollars in thousands)

Analysis of the carrying amount of reab¢stand equipment and accumulated depreciationglthie period:

Balance at December 31, 2C
Additions

Disposals

Impairment

Balance at December 31, 2C
Additions

Disposals

Impairment

Balance at December 31, 2C
Additions

Disposals

Impairment

Balance at December 31, 2C

Real Estate Accumulated
and Equipment Depreciation
$ 1,940,34 $ 323,89:
898,73 59,82(
(23,447 (2,372
(8,379 —
2,807,25I 381,33¢
533,12- 74,71
(6,867) (1,739
(15,530 —
3,317,98: 454,31°
452,38: 85,78¢
(2,687) (1,233)
(5,965 —

$ 3,761,71 $ 538,87
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SIGNATURES

Pursuant to the requirements of SectioorlB5(d) of the Securities Exchange Act of 1934, régistrant has duly caused this report t
signed on its behalf by the undersigned, theredatp authorized.

SENIOR HOUSING PROPERTIES TRUS

By: /s/ DAVID J. HEGARTY

David J. Hegarty
President and Chief Operating Offit

Dated: February 24, 20:

Pursuant to the requirements of the SeesrExchange Act of 1934, this report has beeresidrelow by the following persons, on
behalf of the registrant and in the capacity anthendates indicated.

Signature Title Date

/s/ DAVID J. HEGARTY

President and Chief Operating Officer Februaty2011
David J. Hegart

/sl RICHARD A. DOYLE Treasurer and Chief Financial Officer
(principal financial officer and February 24, 2011
Richard A. Doyle principal accounting officer

/s/ JOHN L. HARRINGTON

Independent Trustee February 24, 2011
John L. Harringtor
/sl ADAM D. PORTNOY
Managing Trustee February 24, 2011
Adam D. Portnoy
/sl BARRY M. PORTNOY
Managing Trustee February 24, 2011
Barry M. Portnoy
/sl JEFFREY P. SOMERS
Independent Trustee February 24, 2011
Jeffrey P. Somet
/sl FREDERICK N. ZEYTOONJIAN
Independent Trustee February 24, 2011

Frederick N. Zeytoonjia







Exhibit 4.6
SUPPLEMENTAL INDENTURE NO. 5
by and between
SENIOR HOUSING PROPERTIES TRUST
and
U.S. BANK NATIONAL ASSOCIATION
As of January 13, 2011

SUPPLEMENTAL TO THE INDENTURE DATED AS OF DECEMBER 20, 2001

SENIOR HOUSING PROPERTIES TRUST

4.30% Senior Notes due 2016




This SUPPLEMENTAL INDENTURE NO. 5 (this Supplemental Indentufg¢ made and entered into as of January 13, 2011
between SENIOR HOUSING PROPERTIES TRUST, a Marylaad estate investment trust (thEdmpany’), and U.S. BANK
NATIONAL ASSOCIATION, a national banking associatias Trustee (th* Trusteg’),

WITNESSETH THAT:

WHEREAS, the Company and the Trustee are partias lodenture, dated as of December 20, 2001 ésaowmsly and from time to
time hereafter amended, supplemented or otherwiskfied, the “Base Indenturé and, together with this Supplemental Indentuee, a
amended, supplemented or otherwise modified frome to time, the fTndenture”) to provide for the future issuance of the Comygarsenior
debt securities (the Securities’) to be issued from time to time in one or morgese and

WHEREAS, pursuant to the terms of the Base Indenthe Company desires to provide for the estambkstt of a series of its
Securities, to be known as its 4.30% Senior Notes2016, the form and substance of such Secugitidshe terms, provisions and conditi
thereof to be set forth as provided in the Indemtur

NOW, THEREFORE, THIS SUPPLEMENTAL INDENTURE WITNEESH:

ARTICLE 1
DEFINED TERMS

Section 1.1 The following definitions supplement, and, to theéent inconsistent with, replace the definitiom§ection 101 of the
Base Indenture:

“ Acquired Debt means Debt of a Person (i) existing at the timehsPerson becomes a Subsidiary or (ii) assumedrinection
with the acquisition of assets from such Persoeaich case, other than Debt incurred in conneetitin or in contemplation of, such Person
becoming a Subsidiary or such acquisition. AcqlubDebt shall be deemed to be incurred on the ddteeaelated acquisition of assets from
any Person or the date the acquired Person beco®eksidiary.

“ Adjusted Total Assetss defined in clause (i) of Section 3.1(a).

“ Annual Debt Servickas of any date means the maximum amount whielxpensed in any 12-month period for interest ont@éb
the Company and its Subsidiaries excluding amditizaof debt discount and deferred financing costs.

“ Business Day means any day other than a Saturday or Sundagay an which banking institutions in the City ofWe&ork or in
the city in which the Corporate Trust Office of fhristee are required or authorized to close.

“ Capital Stock means, with respect to any Person, any capiteksfincluding preferred stock), shares, intergsasticipation or
other ownership interests (however designatedici s




Person and any rights (other than debt securitiesartible into or exchangeable for capital stogkdrrants or options to purchase any
thereof.

“ Cash Equivalents means:
0] demand deposits, certificates ofawpor repurchase agreements with banks or oth@ndial institutions;

(i) marketable obligations issued oredity and fully guaranteed as to timely paymentisyUnited States of
America or any of its agencies or instrumentaljtas

(iii) any commercial paper or other obtiga rated, at time of purchase, “P-2” (or its a@lént) or better by Moody’s
or “A-2” (or its equivalent) or better by Stand&dPoor’s.

“ Consolidated Income Available for Debt Servider any period means Earnings from OperationthefCompany and its
Subsidiaries plus amounts which have been deduatetminus amounts which have been added, footteing (without duplication):
(i) interest or distributions on Debt of the Compamd its Subsidiaries, (ii) provision for taxestloé Company and its Subsidiaries based on
income, (iii) amortization of debt discount andeteéd financing costs, (iv) provisions for gainsl dmsses on properties and property
depreciation and amortization, (v) the effect of anncash charge resulting from a change in aceugiptinciples in determining Earnings
from Operations for such period and (vi) amortizatof deferred charges.

“ Corporate Trust Officé means the corporate trust office of the Trustééctvit designates as the office at which the Indenwill
be administered (which it may change by writterigeoto the Company from time to time), located lo& dlate of this Supplemental Indenture
at One Federal Street, 3rd Floor, Boston, Massa&ttau82110, Attention: Corporate Trust Department.

“ Debt” of the Company or any Subsidiary means, withauglitation, any indebtedness of the Company orSutysidiary, whether
or not contingent, in respect of (i) borrowed mooegvidenced by bonds, notes, debentures or simd&ruments, (ii) indebtedness for
borrowed money secured by any Encumbrance existingroperty owned by the Company or any Subsidiarthe extent of the lesser of
(x) the amount of indebtedness so secured or éydin market value of the property subject to siobumbrance, (iii) the reimbursement
obligations, contingent or otherwise, in connectigth any letters of credit actually issued (othiean letters of credit issued to provide credit
enhancement or support with respect to other irtitigtss of the Company or any Subsidiary otheneféected as Debt hereunder) or
amounts representing the balance deferred anddinp#tie purchase price of any property or seryiegsept any such balance that
constitutes an accrued expense, trade payableiticoadi sale obligations or obligations under aitig retention agreement, (iv) the principal
amount of all obligations of the Company or any Sdiary with respect to redemption, repayment beotepurchase of any Disqualified
Stock, or (v) any lease of property by the Compangny Subsidiary as lessee which is reflectecherCtompanys consolidated balance sh
as a capitalized lease in accordance with GAARheeextent, in the case of items of indebtednederui) through (iii) above, that any such
items (other than letters of credit) would appesaa diability on the Company’s consolidated balasiceet in accordance with GAAP. Debt
also includes, to the extent not otherwise inclyded




any obligation by the Company or any Subsidiarigediable for, or to pay, as obligor, guarantootirerwise (other than for purposes of
collection in the ordinary course of business), Delanother Person (other than the Company orSamsidiary); it being understood that
Debt shall be deemed to be incurred by the Compaiayy Subsidiary whenever the Company or suchi8ialng shall create, assume,
guarantee or otherwise become liable in respectdifie

“ Disqualified StockR means, with respect to any Person, any CapitadkSof such Person which by the terms of such @hfiibck
(or by the terms of any security into which it anwertible or for which it is exchangeable or eigable), upon the happening of any event or
otherwise, (i) matures or is mandatorily redeemghlesuant to a sinking fund obligation or othemvisther than Capital Stock which is
redeemable solely in exchange for Capital Stoclkcivig not Disqualified Stock or for Subordinatedbb)e(ii) is convertible into or
exchangeable or exercisable for Debt, other thdo&linated Debt or Disqualified Stock, or (iii)resdeemable at the option of the holder
thereof, in whole or in part (other than Capitad&twhich is redeemable solely in exchange for @afitock which is not Disqualified Stock
or for Subordinated Debt); in each case on or iddhe Stated Maturity of the principal of the Biet

“ Earnings from Operationsfor any period means net earnings excluding gaiadasses on sales of investments, gains or lass
early extinguishment of debt, extraordinary itedistributions on equity securities and propertyuaéibn losses, as reflected in the financial
statements of the Company and its Subsidiariesufon period, determined on a consolidated basisdordance with GAAP.

“ Encumbrancé means any mortgage, lien, charge, pledge, sgautirest or other encumbrance of any kind.
“ Exchange Act means the Securities Exchange Act of 1934, andet:

“ Interest Payment Datewith respect to the Notes is defined in Sectiod df the Base Indenture and Section 2.1(b) of this
Supplemental Indenture.

“ Make-Whole Amouritmeans, in connection with any optional redemptioraccelerated payment of any Notes prior to Gatdls,
2015, the excess, if any, of (i) the aggregategmiegalue as of the date of such redemption orl@@ted payment of each dollar of principal
being redeemed or paid and the amount of inteegsty(sive of interest accrued to the date of redemmr accelerated payment) that would
have been payable in respect of such dollar if sademption or accelerated payment had been ma@etmier 15, 2015, determined by
discounting, on a semiannual basis, such prineipdlinterest at the Reinvestment Rate (determindtiethird Business Day preceding the
date such notice of redemption is given or dedlamadf acceleration is made) from the respectiveslan which such principal and interest
would have been payable if such redemption or ecatld payment had been made on October 15, 2045(i) the aggregate principal
amount of the Notes being redeemed or paid. Ircdise of any redemption or accelerated paymenbtdd\on or after October 15, 2015, the
Make-Whole Amount means zero. For purposes of3bgplemental Indenture and the Notes, referemct®ilndenture to the payment of
the principal (and premium, if any) and interestlom Notes shall be deemed to include the paynfahediake-Whole Amount, if any, due
upon redemption with respect to the Notes. Thedéwalhole Amount shall be calculated by the Company/ set forth
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in an Officers’ Certificate delivered to the Trustand the Trustee shall be entitled to rely od &dficers’ Certificate.
“ Moody’s” means Moody'’s Investors Service, Inc. or any sssor thereof.
“ Notes” means the series of Securities titled 4.30% SeXiaies due 2016, issued under the Indenture.

“ Regular Record Datéwith respect to the Notes is defined in Sectifd df the Base Indenture and Section 2.1(b) of this
Supplemental Indenture.

“ Reinvestment Ratemeans a rate per annum equal to the sum of 0 @@% one-hundredths of one percent) plus thedyaai
treasury securities at constant maturity undehtreding “Week Ending” published in the StatistiRelease under the caption “Treasury
Constant Maturities” for the maturity (rounded be thearest month) corresponding to the remainfaddimaturity (which, in the case of
maturities corresponding to the principal and iesédue on the Notes at their maturity, shall et to be October 15, 2015), as of the
payment date of the principal being redeemed at. pHino maturity exactly corresponds to such migtuyields for the two published
maturities most closely corresponding to such nigtshall be calculated pursuant to the immediapebceding sentence and the
Reinvestment Rate shall be interpolated or extepdIfrom such yields on a straight-line basisndig in each of such relevant periods to
the nearest month. For purposes of calculatindgrésiavestment Rate, the most recent Statisticad®el published prior to the date of
determination of the Make-Whole Amount shall beduse

“ Secured Debt means Debt secured by any Encumbrance.

“ Standard & Poor’s’ means Standard & Poor’s Ratings Services, a @tahél Poor’s Financial Services LLC business, or an
successor.

“ Statistical Releasémeans the statistical release designated “H.1H(5dr any successor publication which is publiskeztkly by
the Federal Reserve System and which establiskisyon actively traded United States governmeruriees adjusted to constant maturities
or, if such statistical release is not publishethattime of any determination under this Suppleisldndenture, then any publicly available
source of similar market data which shall be destigg by the Company.

“ Subordinated Debt means Debt which by the terms of such Debt is slibated in right of payment to the principal of anterest
and premium, if any, on the Notes.

“ Subsidiary’ means any corporation or other entity of whicmajority of (i) the voting power of the voting etyusecurities or
(i) the outstanding equity interests are owneckally or indirectly, by the Company or one or motker Subsidiaries of the Company. For
the purposes of this definition, “voting equity ggties” means equity securities having voting povee the election of directors or similar
functionaries, whether at all times or only so l@sgno senior class of security has such votingepdny reason of any contingency.
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“ Total Asset$ as of any date means the sum of (i) the UndeptediReal Estate Assets and (ii) all other asgeteedCompany and
its Subsidiaries determined in accordance with GABER excluding accounts receivable and intang)bles

“ Total Unencumbered Assétmeans the sum of (i) the amount of Undepreci&edl Estate Assets of the Company and its
Subsidiaries not securing any portion of Securelt2ad (ii) the amount of all other assets, inabigdaccounts receivable and intangibles, of
the Company and its Subsidiaries not securing anyom of Secured Debt determined on a consolidagesis in accordance with GAAP. If
Secured Debt secured by real estate or other gyopeassets of the Company or its Subsidiaries¢t®dary Collateral”) is fully defeased in
accordance with the terms thereof or is also sedoyecash or Cash Equivalents in an amount (detednait the lesser of (i) carrying value in
accordance with GAAP or (i) fair market value)edst equal to the outstanding principal amourduzh Secured Debt, such Secondary
Collateral shall be deemed not to secure any podfsuch Secured Debt for purposes of this défimit

“ Undepreciated Real Estate Assess of any date means the cost (original cost pymtal improvements less adjustments to
carrying value in accordance with GAAP made priodanuary 1, 2001) of real estate and associatgibta personal property used in
connection with the real estate assets of the Coyngad its Subsidiaries on such date, before degti@e and amortization determined on a
consolidated basis in accordance with GAAP.

“ Unsecured Debt means any Debt of the Company or its Subsidsanibich is not Secured Debt.

ARTICLE 2
TERMS OF THE NOTES
Section 2.1 Pursuant to Section 301 of the Base IndentueeNittes shall have the following terms and condgio
(a) Title; Aggregate Principal Amount; Form of et The Notes shall be in registered form undeidnidenture and shall be kno

as the Company’s “4.30% Senior Notes due 2016.8 Nlaotes will be limited to an aggregate principalbaint of $250,000,000, subject to the
right of the Company to reopen such series foraissas of additional Notes and except (i) as pravidehis Section and (ii) for Note




authenticated and delivered upon registrationasfdfer of, or in exchange for, or in lieu of, othiates pursuant to Section 304, 305,
306, 906 or 1107 of the Base Indenture and excemtrfy Notes which, pursuant to Section 303 ofthse Indenture, are deemed never to
have been authenticated and delivered hereunderNotes (together with the Trustee’s certificatawthentication) shall be substantially in
the form of Exhibit A hereto, which is hereby inporated in and made a part of this Supplementarinde.

The Notes will initially be issued in the form aofi@ or more registered global securities withoutpoms (“Global Notes’) that will
be deposited with, or on behalf of, The Depositbnyst Company, New York, New York DTC "), and registered in the name of DTC'’s
nominee, Cede & Co. Except under the circumstaeseribed below, the Notes will not be issuabledfirdtive form. Unless and until it is
exchanged in whole or in part for the individuattiieated




notes represented thereby, a Global Note may ntraheferred except as a whole by DTC to a nomiié®l C or by a nominee of DTC to
DTC or another nominee of DTC or by DTC or any noee of DTC to a successor depositary or any nonahsach successor.

So long as DTC or its nominee is the registeredesvafia Global Note, DTC or such nominee, as ttse caay be, will be consider
the sole owner or holder of the Notes represenyeslibh Global Note for all purposes under this $aippntal Indenture. Except as described
below, owners of beneficial interest in Notes ewitkrl by a Global Note will not be entitled to hawgy of the individual Notes representec
such Global Note registered in their names, witlneaeive or be entitled to receive physical delneaf any such Notes in definitive form and
will not be considered the owners or holders thievader the Indenture for any purpose, includinthwespect to the giving of any direction,
instructions or approvals to the Trustee hereunder.

If DTC is at any time unwilling, unable or ineligéto continue as depositary and a successor daposs not appointed by the
Company within 90 days, the Company will issuevidlial Notes in exchange for the Global Note orlfald\otes representing such Notes.
In addition, the Company may at any time and isd@e discretion, subject to certain limitationsfeeth in the Indenture, determine not to
have any of such Notes represented by one or miofga{Notes and, in such event, will issue indidtNotes in exchange for the Global
Note or Global Notes representing the Notes. lnidial Notes so issued will be issued in denominata@fr1,000 and integral multipl
thereof.

(b) Interest and Interest RateThe Notes will bear interest at a rate of 4.3886annum, from January 13, 2011 (or, in the chse o
Notes issued upon the reopening of this seriesotéd\ from the date designated by the Companyrinettion with such reopening) or frc
the immediately preceding Interest Payment Datettich interest has been paid or duly provided pag/able semiannually in arrears on each
January 15 and July 15, commencing July 15, 204dh(ef which shall be anlhterest Payment Dat8, to the Persons in whose names the
Notes are registered in the Security Registereatlhse of business on January 1 or July 1, asabe may be (whether or not a Busir
Day), next preceding such Interest Payment Dateh(em"“Regular Record Datd.

(c) Principal Repayment; CurrencylThe Stated Maturity of the principal of the Note January 15, 2016rovided, however, the
Notes may be earlier redeemed at the option o€thapany as provided in paragraph (d) below. Thecjpal of each Note payable at
Stated Maturity shall be paid against presentadimh surrender thereof at the Corporate Trust Offfdae Trustee in such coin or currenc'
the United States of America as at the time of paynis legal tender for the payment of public avale debts.

(d) Redemption at the Option of the Comparijhe Notes will be subject to redemption in whaleny time or in part from time to
time before they mature at the option of the Corgpanwhole or in part, upon not less than 30 norethan 60 days’ notice to each Holder
of Notes to be redeemed at its address appearihg iBecurity Register, at a redemption price etutide sum of (i) the outstanding principal
amount of the Notes being redeemed, plus accrugdipaid interest, if any, to but excluding the laggble Redemption Date, plus (ii) the
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Make-Whole Amount, if any (it being understood ttidhe Notes are redeemed on or after Octobe2@55, the MakéA’hole Amount equal
zero).

(e) Notices All notices and other communications hereundeti e in writing and shall be deemed to have lwhéy given if
mailed or transmitted by any standard form of tetemunication. Notices to the Company shall beotié@ to it at 400 Centre Street, New
Massachusetts 02458, fax number (617) 796-8348nAdn: President; notices to the Trustee shatlitected to it at One Federal Streetd 3
Floor, Boston, Massachusetts 02110, fax numbéf)(6Q36683, Attention: Corporate Trust Department, Reti@eHousing Properties Trt
4.30% Senior Notes due 2016; or as to either pattstich other address as shall be designatedchypsuty in a written notice to the other

party.

() Global Note Legend Each Global Note shall bear the following legendhe face thereof:

UNLESS THIS CERTIFICATE IS PRESENTED BY AN AUTHORED REPRESENTATIVE OF THE DEPOSITORY TRUST
COMPANY, A NEW YORK CORPORATION (“DTC"), TO ISSUERR ITS AGENT FOR REGISTRATION OF TRANSFER,
EXCHANGE, OR PAYMENT, AND ANY CERTIFICATE ISSUED IREGISTERED IN THE NAME OF CEDE & CO. OR IN
SUCH OTHER NAME AS IS REQUESTED BY AN AUTHORIZED FRIRESENTATIVE OF DTC (AND ANY PAYMENT IS
MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS RRJESTED BY AN AUTHORIZED REPRESENTATIVE OF
DTC), ANY TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON
IS WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & C®IAS AN INTEREST HEREIN.

(9) Applicability of Discharge, Defeasance and &uwant Defeasance Provision3he Discharge, Defeasance and Covenant
Defeasance provisions in Article Thirteen of thes®#ndenture will apply to the Notes.

ARTICLE 3
ADDITIONAL COVENANTS

Section 3.1 Holders of the Notes shall have the benefit efftllowing covenants, in addition to the covenarftthe Company set
forth in Article Eight and Article Ten of the Bab®denture:

(a) Limitations on Incurrence of Debt

() The Company will not, and will nogpnit any Subsidiary to, incur any Debt if, immedlg after giving effect to
the incurrence of such additional Debt and theiaafibn of the proceeds thereof, the aggregatecipah amount of all outstanding
Debt of the Company and its Subsidiaries on a dateded basis determined in accordance with GAAgréater than 60% of the
sum (“Adjusted Total Assets”) of

(without duplication) (A) the Total Assets of ther@pany and its Subsidiaries as of the end of tlendar quarter covered in the
Company’s Annual Report on Form 10-K, or Quarté&gport on Form 10-Q, as the case may be, mostthedided with the
Securities and Exchange Commission (or, if sudhgfils not permitted under the Exchange Act, wlith Trustee) prior to the
incurrence of such additional Debt and (B) the hase price of any real estate assets or mortgageiwable acquired, and the
amount of any securities offering proceeds rece{t@the extent that such proceeds were not usaddoire real estate assets or
mortgages receivable or used to reduce Debt), dZthmpany or any Subsidiary since the end of satdndar quarter, including
those proceeds obtained in connection with therieoge of such additional Debt.

(i) The Company will not, and will noepmit any Subsidiary to, incur any Secured Delihifnediately after giving
effect to the incurrence of such additional Secidetit and the application of the proceeds thetbefaggregate principal amount of
all outstanding Secured Debt of the Company an8ltssidiaries on a consolidated basis in accordaitbeGAAP is greater than
40% of Adjusted Total Assets.

(iii) The Company will not, and will noepmit any Subsidiary to, incur any Debt if the @atf Consolidated Income
Available for Debt Service to the Annual Debt Seevior the four consecutive fiscal quarters moséndy ended prior to the date on
which such additional Debt is to be incurred shalle been less than 1.5 to 1.0, on a pro forma bétsir giving effect thereto and to
the application of the proceeds therefrom, andutaed on the assumption that (A) such Debt andoéimgr Debt incurred by the
Company and its Subsidiaries on a consolidated Isasie the first day of such four-quarter period the application of the
proceeds therefrom, including to refinance othelntDiead occurred at the beginning of such periBjitife repayment or retirement
of any other Debt by the Company and its Subsigaon a consolidated basis since the first daseci fourguarter period had be:
repaid or retired at the beginning of such perdtépt that, in making such computation, the amotibtebt under any revolving
credit facility shall be computed based upon therage daily balance of such Debt during such pgr{@) in the case of Acquired
Debt or Debt incurred in connection with any acijigis since the first day of such four-quarter pdrithe related acquisition had
occurred as of the first day of such period witprapriate adjustments with respect to such acduishieing included in such pro
forma calculation; and (D) in the case of any asijon or disposition by the Company or its Sulesidis on a consolidated basis of
any asset or group of assets since the first daudi four-quarter period, whether by merger, sfagichase or sale, or asset
purchase or sale, such acquisition or dispositicemg related repayment of Debt had occurred diseofirst day of such period wi



the appropriate adjustments with respect to sughisition or disposition being included in such fwoma calculation. If
the Debt giving rise to the need to make the foiregyoalculation or any other Debt incurred aftex finst day of the relevant four-
quarter period bears interest at a floating rag@e tfor purposes of calculating the Annual Debtw/Ber the interest rate on such Debt
shall be computed on a pro forma basis as if tleeame interest rate which would have been in effadhg the entire such four-
quarter period had been the applicable rate foettiee such period.
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(b) Maintenance of Total Unencumbered Assethe Company and its Subsidiaries will maintaialatimes Total Unencumbered
Assets of not less than 150% of the aggregateandstg principal amount of the Unsecured Debt ef@ompany and its Subsidiaries on a
consolidated basis in accordance with GAAP.

(c) Company May Consolidate, Etc., Only on Cerfeénms. In addition to the provisions of Section 801lé Base Indenture, the
Company shall not consolidate with or merge intp atler Person or convey, transfer or lease itpgrtes and assets substantially as an
entirety to any Person, and the Company shall eohjt any Person to consolidate with or merge theoCompany or convey, transfer or
lease its properties and assets substantially astiety to the Company, unless immediately afteing effect to such transaction, the Person
formed by such consolidation or into which the Campis merged or the Person which acquires by g@anae or transfer, or which leases,
the properties and assets of the Company subdbamisaan entirety would be permitted to incuresdt $1.00 of Debt (other than Debt
between such Person and one or more of its Sulisgliar between one or more or its Subsidiariegputhe terms of Section 3.1(a) of this
Supplemental Indenture.

ARTICLE 4
ADDITIONAL EVENTS OF DEFAULT

Section 4.1 For purposes of this Supplemental Indenture hadNibtes, in addition to the Events of Defaultfegth in Section 501
of the Base Indenture, it shall also constitutéearent of Default” if one or more final judgments arders (not covered by insurance, treating
any deductibles, self-insurance or retention asaatovered) for the payment of money in exce$26f000,000 in the aggregate for all such
judgments or orders against the Company or anyi@abgand such judgments or orders shall not he padischarged, and there shall t
period of 60 consecutive days after the final judgbor order that causes such aggregate amourtéed $20,000,000 million during which
a stay of enforcement of such final judgment(sroler(s) are not in effect.

Section 4.2 Notwithstanding any provisions to the contrargtia Base Indenture including, without limitati@gction 501
(a) thereof, the failure to pay the principal ofamy premium on the Notes at its Maturity shallstdnte an “Event of Default”.

Section 4.3 Notwithstanding any provisions to the contrarytia Base Indenture including, without limitati®ection 501
(e) thereof, the default under any bonds, debestumaes or other evidences of indebtedness attmepany, or under any mortgage,
indenture or other instrument of the Company (iditig a default with respect to Securities of anyeseother than the Notes) under which
there may be issued or by which there may be sé@amg indebtedness of the Company (or by one oerBabsidiaries, the repayment of
which the Company has guaranteed or for which thegany is directly responsible or liable as obligoguarantor), whether such
indebtedness now exists or shall hereafter beanleathich default(s) shall constitute a failurgoty an aggregate principal amount exceeding
$20,000,000 of such indebtedness when due and leagfibr the expiration of any applicable gracaeqebwith respect thereto and shall have
resulted in such indebtedness in an aggregateipairemount exceeding $20,000,000 becoming or beémdared due and payable prior to
date on which it




would otherwise have become due and payable, withwh indebtedness having been discharged, oramegheration having been rescinded
or annulled, within a period of 10 days after themall have been given, by registered or certifiedl, to the Company by the Trustee or to
Company and the Trustee by the Holders of at B3 in principal amount of the Outstanding Notegriiten notice specifying such default
and requiring the Company to cause such indebtsdndse discharged or cause such accelerationresbaded or annulled and stating that
such notice is a Notice of Default hereunder, shall constitute an “Event of Default”

Section 4.4 Notwithstanding any provisions to the contrarytia Base Indenture, upon any acceleration of ibtedNunder
Section 502 of the Base Indenture, the amount inedgl due and payable in respect of the Noted slyjakl the principal amount thereof,
plus accrued and unpaid interest thereon, plissiah acceleration occurs prior to October 15, 2€HébMake-Whole Amount.
ARTICLE 5
EFFECTIVENESS
Section 5.1 This Supplemental Indenture shall be effectiveafbpurposes as of the date and time this Supgéah Indenture has
been executed and delivered by the Company antirtistee in accordance with Article Nine of the Bawenture. As supplemented hereby,
the Base Indenture is hereby confirmed as beirfiglliforce and effect.
ARTICLE 6
NOTICE TO TRUSTEE
Section 6.1 Notwithstanding anything to the contrary in thasB Indenture including, without limitation, Seatibl02 thereof, in
connection with the redemption at the electiorhef Company of less than all the Notes, the Compghali} notify the Trustee of the
establishment of a Redemption Date and the priheip@unt of Notes to be redeemed at least 45 dagstp such Redemption Date unless a
shorter period shall be satisfactory to the Trustee
ARTICLE 7
MISCELLANEOUS

Section 7.1 In the event any provision of this Supplementaleinture shall be held invalid or unenforceableaiy court of
competent jurisdiction, such holding shall not iid@te or render unenforceable any other provisiereof or any provision of the Indenture.

Section 7.2 To the extent that any terms of this Supplemdntiénture or the Notes are inconsistent with énms of the Base
Indenture, the terms of this Supplemental Indenturthe Notes shall govern and supersede suchsistent terms.
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Section 7.3 This Supplemental Indenture shall be governedra/construed in accordance with the laws of théeSif New York.

Section 7.4 This Supplemental Indenture may be executedvaraécounterparts, each of which shall be an waigand all of whicl
shall constitute but one and the same instrument.
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IN WITNESS WHEREOF, the Company and the Trusteelused this Supplemental Indenture to be exeastad instrument
under seal in their respective corporate name$ the alate first above written.

SENIOR HOUSING PROPERTIES TRUS
By: /s/ Richard A. Doyle

Richard A. Doyle
Treasurer and Chief Financial Offic

U.S. BANK NATIONAL ASSOCIATION, as Truste

By: /s/ Earl W. Dennison J
Name: Earl W. Dennison <
Title: Vice Presiden

[Signature Page to Supplemental Indenture No. 5]

EXHIBIT A
FORM OF NOTE
[Form of Face of Security]
SENIOR HOUSING PROPERTIES TRUST
4.30% Senior Notes due 2016
No. $

Senior Housing Properties Trust, a real estatestnvent trust duly organized and existing undetdhes of Maryland (herein called
the “Company’, which term includes any successor Person urfdehidenture hereinafter referred to), for valumeieed, hereby promises to
pay to , or registered assigns, the prirlcpan of Lok ($ ) on
January 15, 2016, and to pay interest thereon famnuary 13, 2011 or from the most recent Interagirént Date to which interest has been
paid or duly provided for, semi-annually on Janubyand July 15 in each year, commencing July @512t the rate of 4.30% per annum,
until the principal hereof is paid or made avaiafdr payment. The interest so payable, and pafigtpaid or duly provided for, on any
Interest Payment Date will, as provided in sucrelidre, be paid to the Person in whose name tloisriBe(or one or more Predecessor
Securities) is registered at the close of businesghe Regular Record Date for such interest, whidil be January 1 or July 1 (whether or
a Business Day), as the case may be, next precsdatginterest Payment Date. Any such interessoqunctually paid or duly provided for
will forthwith cease to be payable to the Holdersmich Regular Record Date and may either be pdltet®erson in whose name this Sect
(or one or more Predecessor Securities) is registatrthe close of business on a Special Recorel foathe payment of such Defaulted
Interest to be fixed by the Trustee, notice whestwill be given to Holders of Securities of thisesenot less than 10 days prior to such
Special Record Date, or be paid at any time inathgr lawful manner not inconsistent with the reguoients of any securities exchange on
which the Securities of this series may be liséadi upon such notice as may be required by sudimege, all as more fully provided in said
Indenture.

Payment of the principal of (and premium, if angilany such interest on this Security will be matithe office or agency of the
Company maintained for that purpose in such coicuorency of the United States of America as atithe of payment is legal tender for
payment of public and private debpspvided, however, that at the option of the Company payment ofregemay be made by check mailed
to the address of the Person entitled thereto@saddress shall appear in the Security Register.

Reference is hereby made to the further provisodribis Security set forth on the reverse herediictv further provisions shall for
purposes have the same effect as if set forthisapthce.

Unless the certificate of authentication hereonliesen executed by the Trustee referred to on therse hereof by manual signature,
this Security shall not be entitled to any benefitler the Indenture or be valid or obligatory foy purpose.

THE AMENDED AND RESTATED DECLARATION OF TRUST ESTABSHING SENIOR HOUSING PROPERTIES TRUST,
DATED SEPTEMBER 20, 1999, AS AMENDED AND SUPPLEMERD, AS FILED WITH THE STATE DEPARTMENT OF
ASSESSMENTS AND TAXATION OF MARYLAND, PROVIDES THANO TRUSTEE, OFFICER, SHAREHOLDER, EMPLOYEE OR
AGENT OF SENIOR HOUSING PROPERTIES TRUST SHALL BEED TO ANY PERSONAL LIABILITY, JOINTLY OR
SEVERALLY, FOR ANY OBLIGATION OF, OR CLAIM AGAINST,SENIOR HOUSING PROPERTIES TRUST. ALL PERSO



DEALING WITH SENIOR HOUSING PROPERTIES TRUST IN ANWAY SHALL LOOK ONLY TO THE ASSETS OF
SENIOR HOUSING PROPERTIES TRUST FOR THE PAYMENT @NY SUM OR THE PERFORMANCE OF ANY OBLIGATION.
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IN WITNESS WHEREOF, the Company has caused thisuiment to be duly executed.

Dated: SENIOR HOUSING PROPERTIES TRUS

By

Title:
CERTIFICATE OF AUTHENTICATION
Dated:
This is one of the Securities of the series deseghtherein referred to in the within-mentioneddntlre.

U.S. BANK NATIONAL ASSOCIATION,As Trustee

By

Authorized Office
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[Form of Reverse of Security]

1. General This Security is one of a duly authorized issfisecurities of the Company (herein called tt&eturities’),
issued and to be issued in one or more series @mderdenture, dated as of December 20, 2001, leaettiee Company and State Street Bank
and Trust Company (State Street) (as amended, supplemented or otherwise modif@d time to time, the Base Indenturé), as
supplemented by a Supplemental Indenture No. &ddzd of January 13, 2011, between the Company&hdBank National Association, as
successor trustee to State Street (herein calketiThustee’, which term includes State Street as applicaf@s)amended, supplemented or
otherwise modified from time to time, theStipplemental Indentufeand the Base Indenture, as supplemented by supl@mental
Indenture, the thdenture”), and reference is hereby made to the Indentura Statement of the respective rights, limitagiofrights, duties
and immunities thereunder of the Company, the €rjsind the Holders of the Securities and of thieg@ipon which the Securities are, and
are to be, authenticated and delivered. This $igdarone of the series designated on the facedi€such series, theNotes”).

2. Optional Redemption (i) The Notes will be subject to redemption in wholaiy time or in part from time to time
before they mature at the option of the Companynupat less than 30 nor more than 60 days’ notieatth Holder of Notes to be redeemed
at its address appearing in the Security Regiatex,redemption price equal to the sum of (i) thiegipal amount of the Notes being redeer
plus accrued interest and unpaid interest, if &mput excluding the applicable Redemption Date @hthe Make-Whole Amount, if any (it
being understood that if the Notes are redeemedt after October 15, 2015, the Make-Whole Amountads| zero).

As used herein the termMake-Whole Amountfneans, in connection with any optional redemptioaazelerated payment of any
Notes prior to October 15, 2015, the excess, if ahyi) the aggregate present value as of the alasech redemption or accelerated payn
of each dollar of principal being redeemed or aid the amount of interest (exclusive of interested to the date of redemption or
accelerated payment) that would have been payaltspect of such dollar if such redemption or kraéed payment had been made on
October 15, 2015, determined by discounting, oeniannual basis, such principal and interest aR#iavestment Rate (determined on the
third Business Day preceding the date such noficedemption is given or declaration of acceleraimmade) from the respective dates on
which such principal and interest would have begyaple if such redemption or accelerated paymehbean made on October 15, 2015,
over (ii) the aggregate principal amount of thed@¢dbeing redeemed or paid. In the case of anymegtilen or accelerated payment of Notes
on or after October 15, 2015, the Make-Whole Amauaans zero. For purposes of the Supplementahtagieand the Notes, references in
the Indenture to the payment of the principal (premium, if any) and interest on the Notes shallbemed to include the payment of the
Make-Whole Amount, if any, due upon redemption wihpect to the Notes. The Make-Whole Amount dimltalculated by the Company
and set forth in an Officers’ Certificate delivetedthe Trustee, and the Trustee shall be entitledly on said Officers’ Certificate.

As used herein the terfReinvestment Ratefeans a rate per annum equal to the sum of 0.4@% (fne-hundredths of one
percent) plus the yield on treasury securitieastant maturity under the heading “Week Endindiljghed in the Statistical Release under
the caption “Treasury Constant Maturities” for thaturity (rounded to the nearest month) correspanth the remaining life to maturity
(which, in the case of maturities correspondinth®principal and interest due on the Notes at theturity, shall be deemed to be
October 15, 2015), as of the payment date of thneipial being redeemed or paid. If no maturityakacorresponds to such maturity, yields
for the two published maturities most closely csp@nding to such maturity shall be calculated pamsto the immediately preceding
sentence and the Reinvestment Rate shall be ind¢epoor extrapolated from such yields on a stitdligle basis, rounding in each of such
relevant periods to the nearest month. For purpofealculating the Reinvestment Rate, the mostne8tatistical Release published prior to
the date of determination of the Make-Whole Amashmll be used.

As used herein the tertBtatistical Release’'means the statistical release designated “H.15(%t3ny successor publication which
is published weekly by the Federal Reserve Systaitndiich establishes yields on actively traded &thitates government securities
adjusted to constant maturities or, if such statistelease is not published at the time of artgmeination under the Supplemental Indenture,
then any publicly available source of similar martata which shall be designated by the Company.
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(i) The Company shall not be required to make sinkimgl for redemption payments with respect to the &lote

(iii) In the event of redemption of this Security in party, a new Note or Notes and of like tenor far tmredeemed portion
hereof will be issued in the name of the Holdeeb&upon the cancellation hereof.

3. Defeasance The Indenture contains provisions for defeasa@my time of the entire indebtedness of thisu8gcupon
compliance with certain conditions set forth in thdenture.

4, Defaults and RemedieslIf an Event of Default with respect to Noteslsbacur and be continuing, the principal of the
Notes may be declared due and payable in the mamagewith the effect provided in the Indentt

5. Actions of Holders The Indenture permits, with certain exceptionsheerein provided, the amendment thereof and the
modification of the rights and obligations of ther@pany and the rights of the Holders of the Sediesribf each series to be affected under the
Indenture at any time by the Company and the Teusith the consent of the Holders of a majoritpiimcipal amount of the Securities at the
time Outstanding of each series to be affectect IMbdenture also contains provisions permittingHiodders of specified percentages in
principal amount of the Securities of each seridh@atime Outstanding, on behalf of the HolderalbBecurities of such series, to waive
compliance by the Company with certain provisiohthe Indenture and certain past defaults undefrttienture and their consequences. Any
such consent or waiver by the Holder of this Seégwtall be conclusive and binding upon such Holdet upon all future Holders of this
Security and of any Security issued upon the reggien of transfer hereof or in exchange therefandieu hereof, whether or not notation of
such consent or waiver is made upon this Security.

As provided in and subject to the provisions of lttdenture, the Holder of this Security shall navé the right to institute any
proceeding with respect to the Indenture or forappointment of a receiver or trustee or for afneotemedy thereunder, unless such Holder
shall have previously given the Trustee writterigeobf a continuing Event of Default with respextiie Notes, the Holders of not less than a
majority in principal amount of the Notes at thadi Outstanding shall have made written requestadtustee to institute proceedings in
respect of such Event of Default as Trustee anetedfthe Trustee reasonable indemnity, and thedawshall not have received from the
Holders of a majority in principal amount of Notsthe time Outstanding a direction inconsisterthwuch request, and shall have failed to
institute any such proceeding, for 60 days afteeip of such notice, request and offer of indegnihe foregoing shall not apply to any suit
instituted by the Holder of this Security for th&@cement of any payment of principal hereof oy premium or interest hereon on or after
the respective due dates expressed herein.

6. Payments Not Impaired No reference herein to the Indenture and noigiav of this Security or of the Indenture shall
alter or impair the obligation of the Company, whis absolute and unconditional, to pay the prialcgd and any premium and interest on
Security at the times, place and rate, and in ¢iire @r currency, herein prescribed.

7. Denominations, Transfer, Exchangé\s provided in the Indenture and subject toaedimitations therein set forth, the
transfer of this Security is registrable in the 8ég Register, upon surrender of this Securityrfegistration of transfer at the office or agency
of the Company in any place where the principard any premium and interest on this Security ayabple, duly endorsed by, or
accompanied by a written instrument of transfdomm satisfactory to the Company and the Securdgi&rar duly executed by, the Holder
hereof or his attorney duly authorized in writiagd thereupon one or more new Notes and of likertexf authorized denominations and for
the same aggregate principal amount, will be issog¢he designated transferee or transferees.

The Notes are issuable only in registered form eutlcoupons in denominations of $1,000 and anygmatenultiple thereof. As
provided in the Indenture and subject to certamitétions therein set forth, Notes are exchangefabla like aggregate principal amount of
Notes and of like tenor of a different authorize&shdmination, as requested by the Holder surrenglé¢hie same
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No service charge shall be made for any such regjist of transfer or exchange, but the Company regyire payment of a sum
sufficient to cover any tax or other governmenterge payable in connection therewith.

8. Persons Deemed Owners>rior to due presentment of this Security fgjistration of transfer, the Company, the Trustee
and any agent of the Company or the Trustee maytihe Person in whose name this Security is gidtas the owner hereof for all
purposes, whether or not this Security be overdné,neither the Company, the Trustee nor any sgehtahall be affected by notice to the
contrary.

9. Defined Terms All terms used in this Security which are defirie the Indenture shall have the meanings assitmttenr
in the Indenture.

A-5

[ASSIGNMENT FORM]
ABBREVIATIONS

The following abbreviations, when used in the ifg@n on the face of this instrument, shall bestamed as though they were
written out in full according to applicable lawsregulations:

TEN COM — as tenants in common UNIF GIFT MIN ACT — Custodian
TEN ENT — as tenants by the entireties (Cust) (Minor)
JT TEN — as joint tenants with right of survivorst Under Uniform Gifts to Minor:
and not as tenants in comm Act
(State)

Additional abbreviations may also be used thoughimthe above list.

FOR VALUE RECEIVED, the undersigned registered koldereby sell(s), assign(s) and transfer(s) unto

PLEASE INSERT SOCIAL SECURITY OR OTHER IDENTIFYINNUMBER OF ASSIGNEE

PLEASE PRINT OR TYPEWRITE NAME AND ADDRESS OF ASSWEE

the within security and all rights thereunder, hgrigrevocably constituting and appointi

Attorney

to transfer said security on the books of the Camgpeith full power of substitution in the premisi

Dated: Signed:

Notice: The signature to this assignment must spoed with the nan
as it appears upon the face of the within secumigvery particular,
without alteration or enlargement or any changeteres.

Signature Guarantee

* Participant in a recognized Signature Guaranteeldflion Program
(or other signature guarantor acceptable to thet@éa).
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Exhibit 8.1

SULLIVAN @
WORCESTER

w'.-':w.sundw..;;;r.n
February 24, 2011

Senior Housing Properties Trust
Two Newton Place

255 Washington Street, Suite 300
Newton, Massachusetts 024

Ladies and Gentlemen:

The following opinion is furnished to Senior HougiRroperties Trust, a Maryland real estate investrrast (the “Company”}o be
filed with the Securities and Exchange Commisstbe (SEC”) as Exhibit 8.1 to the Company’s AnnuajpRrt on Form 10-K for the year
ended December 31, 2010 (the “Form 10-K”) underSbeurities Exchange Act of 1934, as amended.

We have acted as counsel for the Company in colomegith the preparation of the Form 10-K, and vewédreviewed originals or
copies of such corporate records, such certificaelsstatements of officers of the Company andubfip officials, and such other documents
as we have considered relevant and necessaryén tarurnish the opinion hereinafter set forth.dbing so, we have assumed the
genuineness of all signatures, the legal capatitatural persons, the authenticity of all docursenutbmitted to us as originals, the
conformity to original documents of all documentbmitted to us as copies, and the authenticithefariginals of such documents.
Specifically, and without limiting the generality the foregoing, we have reviewed: (i) the Compamrynended and restated declaration of
trust, as amended and supplemented, and its amende@stated bylaws; and (ii) the Form 10-K.

The opinion set forth below is based upon the h#eRevenue Code of 1986, as amended, the TreRagylations issued
thereunder, published administrative interpretatitirereof, and judicial decisions with respectétmrall as of the date hereof (collectively,
“Tax Laws”"), and upon the Employee Retirement Ineddecurity Act of 1974, as amended, the Departofelshbor regulations issued
thereunder, published administrative interpretatitirereof, and judicial decisions with respectétmrall as of the date hereof (collectively,
“ERISA Laws”). No assurance can be given that Taws or ERISA Laws will not change. In preparihg tdiscussions with respect to Tax
Laws matters and ERISA Laws matters in the sectidii'em 1 of the Form 10-K captioned “Federal ImmTax Considerations” and
“ERISA Plans, Keogh Plans and Individual Retirem&atounts”, we have made certain
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assumptions therein and expressed certain conslitiod qualifications therein, all of which assumipsi, conditions and qualifications are
incorporated herein by reference. With respeetltquestions of fact on which our opinion is based have assumed the initial and
continuing truth, accuracy and completeness ¢fthé information set forth in the Form 10-K andhe exhibits thereto; and

(i) representations made to us by officers of@menpany or contained in the Form 10-K and in theilits thereto, in each such instance
without regard to qualifications such as “to thetdeowledge of” or “in the belief of”. We havetrindependently verified such information.

We have relied upon, but not independently verjfted foregoing assumptions. If any of the foregaassumptions are inaccurate
incomplete for any reason, or if the transactioescdbed in the Form 10-K or the exhibits thereagehbeen consummated in a manner that is
inconsistent with the manner contemplated thein opinion as expressed below may be adversetgtafi and may not be relied upon.

Based upon and subject to the foregoing, we atieeobpinion that the discussions with respect to Daws matters and ERISA La
matters in the sections of Item 1 of the Form 10altioned “Federal Income Tax Considerations” daRISA Plans, Keogh Plans and
Individual Retirement Accounts” in all material pests are accurate and fairly summarize the Taxsliasues and the ERISA Laws issues
addressed therein, and hereby confirm that theaprof counsel referred to in said sections represur opinions on the subject matter
thereof.

Our opinion above is limited to the matters speaify covered hereby, and we have not been askaddess, nor have we
addressed, any other matters or any other transactiFurther, we disclaim any undertaking to aslyisu of any subsequent changes of the
matters stated, represented or assumed hereiry @ubsequent changes in Tax Laws or ERISA Laws.

This opinion is intended solely for the benefit arsg of the Company, and is not to be used, redleaseted, or relied upon by
anyone else for any purpose (other than as reghirdaiw) without our prior written consent. We &y consent to the filing of a copy of this
opinion as an exhibit to the Form 10-K, which isarporated by reference in the Company’s Registnaiitatement on Form S-3 (File
No. 33:-160480) under the Securities Act of 1933, as ameérfthe “Act”), and to the references to our fimthe Form 10-K and such
Registration Statement. In giving such consentdweot thereby admit that we come within the cate@f persons whose consent is
required under Section 7 of the Act or under thesrand regulations of the SEC promulgated thereund

Very truly yours,
/s/ Sullivan & Worcester LLI

SULLIVAN & WORCESTER LLP




Exhibit 10.3
SECOND AMENDMENT TO BUSINESS MANAGEMENT AGREEMENT

THIS SECOND AMENDMENT TO BUSINESS MANAGEMENT AGREEENT, dated as of January 14, 2011 (the “

Amendment’), by and among Senior Housing Properties Trusfaayland real estate investment trust (the “ Conygd3, Reit
Management & Research LLC, a Delaware limited ligbtompany (the “ Managée?), and Barry M. Portnoy, Gerard M. Martin and Adan
Portnoy.

WHEREAS, the Company and the Manager are partiaBosiness Management Agreement, dated as of i§anu2010

(as previously amended, the “ Business Managemgréeinent), and Barry M. Portnoy, Gerard M. Martin and Ad&mPortnoy are parties
to the Business Management Agreement solely witheet to certain non-competition covenants in $ecb thereof; and

WHEREAS, the parties to the Business Managementéxgent wish to amend the Business Management Agrdean

further provided in this Amendment;

1.

NOW, THEREFORE, in consideration of the mutual agnents herein set forth, the parties hereto agréallaws:

Section 21 of the Business Management Agreemdmraeby amended to add the following sentence agnbdeof that section, whic
shall be effective as of the date of the Busineasdgement Agreement:

Notwithstanding the foregoing, the Company andMlamager may amend, change, modify, terminate @hdige in whole or in pa
this Agreement by an instrument in writing signgdelach of them, or by their respective successoassigns, and without the
consent of the other parties to this Agreementrdtien with respect to any amendment, change, ticatin, termination or
discharge of (a) the provisions of Section 15 #pgily to such other parties or (b) this Section 21.

Section 26(a) of the Business Management Agreeiadmreby replaced in its entirety to read as fedo

€)) Any disputes, claims or controverdiesveen the parties (i) arising out of or relatioghis Agreement or the provision of
services by the Manager pursuant to this Agreeneertti) brought by or on behalf of any shareholdéthe Company (which, for
purposes of this Section 26, shall mean any shitehof record or any beneficial owner of sharethef Company, or any former
shareholder of record or beneficial owner of shafdhe Company), either on his, her or its ownalgton behalf of the Company or
on behalf of any series or class of shares of thag2iny or shareholders of the Company against timep@ny or any trustee, officer,
manager (including Reit Management & Research LE@scsuccessor), agent or employee of the Comgaolding disputes,
claims or controversies relating to the meanintgrpretation, effect,




validity, performance or enforcement of this Agrea including this arbitration agreement, the Reation of Trust or the Bylaws
(all of which are referred to as “Disputes”), olateng in any way to such a Dispute or Disputedisba the demand of any party to
such Dispute be resolved through binding and fankitration in accordance with the Commercial Adtibn Rules (the “Rules”) of
the American Arbitration Association (“AAA”) themieffect, except as those Rules may be modifighignSection 26. For the
avoidance of doubt, and not as a limitation, Dispuire intended to include derivative actions againstees, officers or manager
the Company and class actions by a shareholdemstghbse individuals or entities and the Compdrgr the avoidance of doubt, a
Dispute shall include a Dispute made derivativelybehalf of one party against another party.

This Amendment shall be effective as of the dayyeat first above written. Except as amended heraid as so amended, the
Business Management Agreement shall remain irfdutle and effect and shall be otherwise unaffebteby.

The provisions of this Amendment shall be goverimgdnd construed in accordance with the laws ofbeamonwealth of
Massachusetts.

This Amendment may be executed in separate cowrtergach of such counterparts shall for all psegde deemed to be an
original and all such counterparts shall togettogrstitute but one and the same instrument.

[Signature Page To Follow]
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IN WITNESS WHEREOF, the parties hereto have catisisdSecond Amendment to Business Management Agneein
be executed by their duly authorized officers, urs#al, as of the day and year first above written.

SENIOR HOUSING PROPERTIES TRUS

By:/s/ David J. Hegart

Name: David J. Hegarl
Title: Presiden

REIT MANAGEMENT & RESEARCH LLC

By:/s/ John G. Murra

Name: John G. Murra
Title: Executive Vice Presidel

Agreed and accepted by the following persons
who are parties to the Business Management
Agreement solely as to Section 15 thereof:

/sl Barry M. Portnoy
Barry M. Portnoy

/s/ Gerard M. Martir
Gerard M. Martir

/s/ Adam D. Portno
Adam D. Portnoy




Exhibit 10.5

FIRST AMENDMENT TO AMENDED AND
RESTATED PROPERTY MANAGEMENT AGREEMENT

THIS FIRST AMENDMENT TO AMENDED AND RESTATED PROPERY MANAGEMENT AGREEMENT, dated as
of January 14, 2011 (this * Amendméntby and among Reit Management & Research LLDekware limited liability company (“
Managing Agent), and Senior Housing Properties Trust, a Marylegal estate investment trust (the “ Compadnpn behalf of itself and
those of its subsidiaries as may from time to towa properties subject to the Property Managememneéément (as defined below) (the
Company and such subsidiaries each an “ Owaed, collectively, “ Owners).

WHEREAS, Managing Agent and Owners are partientAmended and Restated Property Management Agréedsad
as of January 7, 2010 (the * Property Managemenéément’); and

WHEREAS, Managing Agent and Owners wish to ameed™toperty Management Agreement as further proviadéuis
Amendment;

NOW, THEREFORE, in consideration of the mutual agnents herein set forth, the parties hereto agréallaws:

1.  Section 21(a) of the Property Management Agreeisdmereby replaced in its entirety to read as fadlp

€)) Any disputes, claims or controverdiesveen the parties (i) arising out of or relatioghis Agreement or the provision of
services by Managing Agent pursuant to this Agraen (ii) brought by or on behalf of any sharetesl of the Owners (which, for
purposes of this Section 2%hall mean any shareholder of record or any ieakbwner of shares of the Owners, or any former
shareholder of record or beneficial owner of shafaéhe Owners), either on his, her or its own ligloa behalf of the Owners or on
behalf of any series or class of shares of the @svoieshareholders of the Owners against the Oworeany trustee, officer, manag
(including Reit Management & Research LLC or itscgssor), agent or employee of the Owners, inctudisputes, claims or
controversies relating to the meaning, interpretateffect, validity, performance or enforcementha$ Agreement, including this
arbitration agreement, or the Declarations of Tanghe Bylaws of the Owners (all of which are redd to as “ Disputey, or
relating in any way to such a Dispute or Disputesison the demand of any party to such Disputeskelved through binding and
final arbitration in accordance with the Commerdalbitration Rules (the “ Rule’§y of the American Arbitration Association BAA
") then in effect, except as those Rules may beifiealdn this Section 21 For the avoidance of doubt, and not as a limitat
Disputes are intended to include derivative actmgainst trustees, officers or managers of the @waed class actions by a
shareholder against those individuals or entitresthe Owners. For the




avoidance of doubt, a Dispute shall include a Dispoiade derivatively on behalf of one party agaamsither party.

This Amendment shall be effective as of the dayyeat first above written. Except as amended heraid as so amended, the
Property Management Agreement shall remain inffutte and effect and shall be otherwise unaffeb&reby.

The provisions of this Amendment shall be goverimgdnd construed in accordance with the laws ofbeamonwealth of
Massachusetts.

This Amendment may be executed in separate cowrtergach of such counterparts shall for all psegde deemed to be an
original and all such counterparts shall togettoerstitute but one and the same instrument.

[Signature Page To Follow]
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IN WITNESS WHEREOF, the parties hereto have catisisd=irst Amendment to Amended and Restated Ptpper
Management Agreement to be executed by their dutlyosized officers, under seal, as of the day agat first above written.
MANAGING AGENT:
REIT MANAGEMENT & RESEARCH LLC
By:/s/ John G. Murra

Name: John G. Murra
Title: Executive Vice Presidel

OWNERS:

SENIOR HOUSING PROPERTIES TRUST, on its own behalf or
behalf of its subsidiarie

By:/s/ David J. Hegart
Name: David J. Hegarl
Title: Presiden




Exhibit 12.1
Senior Housing Properties Trust
Computation of Ratio of Earnings to Fixed Charges
(dollars in thousands)

Year Ended December 31

2010 2009 2008 2007 2006
Earnings
Net income $ 116,48¢ $ 109,71* $ 106,51: $ 85,30 $ 66,10:
Fixed charge 80,01 56,40« 40,15« 37,75¢ 47,02(
Adjusted earning $ 196,50. $ 166,11¢ $ 146,66 $ 123,05¢ $ 113,12:

Fixed charge:
Interest expens $ 80,017 $ 56,40¢ $ 40,15¢ $ 37,75¢ $ 47,02(

Ratio of earnings to fixed charg 2.5X 2.9x 3.7x 3.3x 2.4x




SENIOR HOUSING PROPERTIES TRUST
SUBSIDIARIES OF THE REGISTRANT

Name

State of
Formation

CCC Alpha Investments Tru
CCC Delaware Trus

CCC Financing | Trus

CCC Financing Limited, L.F
CCC Investments I, L.L.C
CCC Leisure Park Corporatic
CCC of Kentucky Trus

CCC Ohio Healthcare Tru
CCC Pueblo Norte Tru:

CCC Retirement Communities I, L.
CCC Retirement Partners Trt
CCC Retirement Tru

CCC Senior Living Corporatio
CCCP Senior Living LLC
CCDE Senior Living LLC
CCFL Senior Living LLC
CCOP Senior Living LLC
CCSL Senior Living LLC
Crestline Ventures LL(

CSL Group, Inc

Ellicott City Land I, LLC
HRES1 Properties Tru
HRES2 Properties Tru
Legacy Portfolio Holding Trus
Leisure Park Venture Limited Partners
Lexington Office Realty Trust (Nominee Tru
LTJ Senior Communities LL!
MSD—Beaufort, LLC
MSD—Bowling Green, LLC
MSD—Camden, LLC
MSD—_Cleveland, LLC
MSD—Conyers, LLC
MSD—Cookeville, LLC
MSD—Cullman, LLC
MSD—Franklin, LLC
MSD—Gainesville, LLC
MSD—Hartsville, LLC
MSD—Hopkinsville, LLC
MSD—Jackson, LLC
MSD—Knoxville, LLC
MSD—Lexington, LLC
MSD—Macon, LLC
MSD—Madison, LLC

Maryland
Maryland
Maryland
Delaware
Delaware
Delaware
Maryland
Maryland
Maryland
Delaware
Maryland
Maryland
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Indiana
Delaware
Maryland
Maryland
Maryland
Delaware
Massachusett
Delaware
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
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MSD—Orangeburg, LLC

MSD—~Paducah, LLC

MSD—Seneca, LLC

MSD—Sheffield, LLC

MSD Pool 1 LLC

MSD Pool 2 LLC

O.F.C. Corporatiol

Panther GenPar Tru

Panther Holdings Level I, L.I

RSA Healthcare, Inc

Savannah Square, Ir

SHOPCC(-SD, LLC

SNH ALT Leased Properties Trt

SNH ALT Mortgaged Properties Tru

SNH Ashton Gables LL(

SNH Capital Trust Holding

SNH Capital Trust

SNH Capital Trust |

SNH Capital Trust IlI

SNH CHS Properties Tru

SNH Clear Creek Properties Trt

SNH FM Financing LLC

SNH FM Financing Trus

SNH Knight Properties Tru:

SNH Lakeview Estates LL!

SNH LTF Properties LL(

SNH Medical Office Properties LL:

SNH Medical Office Properties Tru

SNH Medical Office Realty Trust (Nominee Tru
SNH Northeast Medical Arts Center L1
SNH NS Mtg Properties 2 Tru

SNH NS Mtg Properties 3 Tru

SNH NS Mtg Properties 4 Tru

SNH NS Properties Tru

SNH RMI Fox Ridge Manor Properties LL
SNH RMI Jefferson Manor Properties L1
SNH RMI McKay Manor Properties LL!
SNH RMI Northwood Manor Properties LL
SNH RMI Oak Woods Manor Properties LI
SNH RMI Park Square Manor Properties L
SNH RMI Properties Holding Company LL
SNH RMI Smith Farms Manor Properties LI
SNH RMI Sycamore Manor Properties LI
SNH Somerford Properties Trt

SNH Tellico Village Property LLC

SNH TRS, Inc

SNH Well Properties G-MD LLC

SNH Well Properties Tru:

SNH/CSL Properties Tru:

SNH/LTA Properties GA LLC

SNH/LTA Properties Trus

Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Indiana
Maryland
Delaware
Tennesse
Georgia
Delaware
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Delaware
Maryland
Maryland
Maryland
Maryland
Delaware
Maryland
Massachusett
Delaware
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Delaware
Delaware
Maryland
Maryland
Maryland
Maryland




Somerford Corp

SPTGEN Properties Tru
SPTIHS Properties Tru
SP1-Michigan Trust
SPTMISC Properties Tru
SPTMNR Properties Tru:
SPTMRT Properties Tru:
SPTSUN Il Properties Tru
SPTSUN Properties Tru

Delaware
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland




Exhibit 23.1

Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference inRbgistration Statement (Form S-3 No. 333-16048@emior Housing Properties
Trust and in the related Prospectus of our remiatsd February 24, 2011, with respect to the caeteld financial statements and
schedule of Senior Housing Properties Trust, aackffectiveness of internal control over financgporting of Senior Housing
Properties Trust, included in this Annual Repodr(® 10-K) for the year ended December 31, 2010.

/sl Ernst & Young LLP

Boston, Massachusetts
February 24, 2011




Exhibit 31.1
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-(&) AND 15d-14(a)
[, Barry M. Portnoy, certify that:
1. | have reviewed this Annual Report on Form 10-KSehior Housing Properties Trust;

2. Based on my knowledge, this report does not comajnuntrue statement of a material fact or om#itéde a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleadir
with respect to the period covered by this report;

3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in a
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods
presented in this report;

4, The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure controls and
procedures (as defined in Exchange Act Rules 13ayHnd 15d-15(e)) and internal control over finaheporting (as
defined in Exchange Act Rules 13a-15(f) and 15d)1%q¢r the registrant and have:

a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures to
designed under our supervision, to ensure thatrrabiieformation relating to the registrant, inciog its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod
in which this report is being prepared;

b) Designed such internal control over financial réipg; or caused such internal control over finahcia
reporting to be designed under our supervisiopytwide reasonable assurance regarding the rétjabil
financial reporting and the preparation of finahstatements for external purposes in accordante wi
generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimgport
our conclusions about the effectiveness of thelalisce controls and procedures, as of the endegpéhiod
covered by this report based on such evaluatiath; an

d) Disclosed in this report any change in the regmtsanternal control over financial reporting thatcurred
during the registrant’s most recent fiscal quaftiee registrant’s fourth fiscal quarter in the cafan annual
report) that has materially affected, or is reabbnbkely to materially affect, the registrastinternal contrc
over financial reporting; and

5. The registrant’s other certifying officer(s) antdve disclosed, based on our most recent evaluatiorernal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardicéctors (or persons
performing the equivalent functions):

a) All significant deficiencies and material weakses in the design or operation of internal cbotrer
financial reporting which are reasonably likelyatdversely affect the registrant’s ability to reggutbcess,
summarize and report financial information; and

b) Any fraud, whether or not material, that innedyumanagement or other employees who have a simifi
role in the registrant’s internal control over fircéal reporting.

Date: February 24, 2011 /sl Barry M. Portnoy
Barry M. Portnoy
Managing Truste




Exhibit 31.2
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-(&) AND 15d-14(a)
I, Adam D. Portnoy, certify that:
1. | have reviewed this Annual Report on Form 10-KSehior Housing Properties Trust;

2. Based on my knowledge, this report does not comajnuntrue statement of a material fact or om#itéde a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleadir
with respect to the period covered by this report;

3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in a
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods
presented in this report;

4, The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure controls and
procedures (as defined in Exchange Act Rules 13ayHnd 15d-15(e)) and internal control over finaheporting (as
defined in Exchange Act Rules 13a-15(f) and 15d)1%q¢r the registrant and have:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes to
designed under our supervision, to ensure thatriabieformation relating to the registrant, inclad its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during tberiod in
which this report is being prepared;

b) Designed such internal control over financial réipgr, or caused such internal control over finahegorting
to be designed under our supervision, to providegrable assurance regarding the reliability afrfaial
reporting and the preparation of financial statets:iéor external purposes in accordance with gelyeral
accepted accounting principles;

c) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimeport
our conclusions about the effectiveness of thelaisce controls and procedures, as of the endeopéniod
covered by this report based on such evaluatiath; an

d) Disclosed in this report any change in the regmtsdanternal control over financial reporting thatcurred
during the registrant’'s most recent fiscal quafttee registrant’s fourth fiscal quarter in the cafan annual
report) that has materially affected, or is reabbnbkely to materially affect, the registrantisternal control
over financial reporting; and

5. The registrant’s other certifying officer(s) antdve disclosed, based on our most recent evaluatiorernal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardicéctors (or persons
performing the equivalent functions):

a) All significant deficiencies and material akmesses in the design or operation of internakobaver
financial reporting which are reasonably likelyatdversely affect the registrant’s ability to regqubcess,
summarize and report financial information; and

b) Any fraud, whether or not material, thatdlhwes management or other employees who have His#m
role in the registrant’s internal control over fireéal reporting.

Date: February 24, 2011 /s/ Adam D. Portno
Adam D. Portnoy
Managing Truste




Exhibit 31.3
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-(&) AND 15d-14(a)
[, David J. Hegarty, certify that:
1. | have reviewed this Annual Report on Form 10-KSehior Housing Properties Trust;

2. Based on my knowledge, this report does not comajnuntrue statement of a material fact or om#itéde a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleadir
with respect to the period covered by this report;

3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in a
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods
presented in this report;

4, The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure controls and
procedures (as defined in Exchange Act Rules 13ayHnd 15d-15(e)) and internal control over finaheporting (as
defined in Exchange Act Rules 13a-15(f) and 15d)1%q¢r the registrant and have:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes to
designed under our supervision, to ensure thatriabieformation relating to the registrant, inclad its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during tberiod in
which this report is being prepared;

b) Designed such internal control over financial réipgr, or caused such internal control over finahegorting
to be designed under our supervision, to providegrable assurance regarding the reliability afrfaial
reporting and the preparation of financial statets:iéor external purposes in accordance with gelyeral
accepted accounting principles;

c) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimeport
our conclusions about the effectiveness of thelaisce controls and procedures, as of the endeopéniod
covered by this report based on such evaluatiath; an

d) Disclosed in this report any change in the regmtsdanternal control over financial reporting thatcurred
during the registrant’'s most recent fiscal quafttee registrant’s fourth fiscal quarter in the cafan annual
report) that has materially affected, or is reabbnbkely to materially affect, the registrantisternal control
over financial reporting; and

5. The registrant’s other certifying officer(s) antdve disclosed, based on our most recent evaluatiorernal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardicéctors (or persons
performing the equivalent functions):

a) All significant deficiencies and material akmesses in the design or operation of internakobaver
financial reporting which are reasonably likelyatdversely affect the registrant’s ability to regqubcess,
summarize and report financial information; and

b) Any fraud, whether or not material, thatdlhwes management or other employees who have His#m
role in the registrant’s internal control over fireéal reporting.

Date: February 24, 2011 /s/ David J. Hegart
David J. Hegart
President and Chief Operating Offic




Exhibit 31.4
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-(&) AND 15d-14(a)
I, Richard A. Doyle, certify that:
1. | have reviewed this Annual Report on Form 10-KSehior Housing Properties Trust;

2. Based on my knowledge, this report does not comajnuntrue statement of a material fact or om#itéde a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleadir
with respect to the period covered by this report;

3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in a
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods
presented in this report;

4, The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure controls and
procedures (as defined in Exchange Act Rules 13ayHnd 15d-15(e)) and internal control over finaheporting (as
defined in Exchange Act Rules 13a-15(f) and 15d)1%q¢r the registrant and have:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes to
designed under our supervision, to ensure thatriabieformation relating to the registrant, inclad its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during tberiod in
which this report is being prepared;

b) Designed such internal control over financial réipgr, or caused such internal control over finahegorting
to be designed under our supervision, to providegrable assurance regarding the reliability afrfaial
reporting and the preparation of financial statets:iéor external purposes in accordance with gelyeral
accepted accounting principles;

c) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimeport
our conclusions about the effectiveness of thelaisce controls and procedures, as of the endeopéniod
covered by this report based on such evaluatiath; an

d) Disclosed in this report any change in the regmtsdanternal control over financial reporting thatcurred
during the registrant’'s most recent fiscal quafttee registrant’s fourth fiscal quarter in the cafan annual
report) that has materially affected, or is reabbnbkely to materially affect, the registrantisternal control
over financial reporting; and

5. The registrant’s other certifying officer(s) antdve disclosed, based on our most recent evaluatiorernal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardicéctors (or persons
performing the equivalent functions):

a) All significant deficiencies and material weaknesgethe design or operation of internal contradiofimancia
reporting which are reasonably likely to adversafgct the registrant’s ability to record, processnmarize
and report financial information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significdent
in the registrant’s internal control over finanaiaporting.

Date: February 24, 2011 /sl Richard A. Doyle
Richard A. Doyle
Treasurer and Chief Financial Offic




Exhibit 32.1

Certification Pursuant to 18 U.S.C. Sec. 1350
(Section 906 of the Sarbanes — Oxley Act of 2002)

In connection with the filing by Senior Housing Pesties Trust (the “Company”) of the Annual RepmitForm 10-K for the period
ended December 31, 2010 (the “Report”), each ofittersigned hereby certifies, to the best of hmkedge:

1. The Report fully complies with the requirementsSefktion 13(a) or 15(d) of the Securities Exchangeof 1934; and

2. The information contained in the Report fairly ets, in all material respects, the financial ctadiand results of
operations of the Company.

/sl Barry M. Portnoy /s/ David J. Hegart

Barry M. Portnoy David J. Hegart

Managing Truste President and Chief Operating Offic
/sl Adam D. Portno /sl Richard A. Doyl¢

Adam D. Portnoy Richard A. Doyle

Managing Truste Treasurer and Chief Financial Offic

Date: February 24, 201




