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In this Annual Report on Form 10-K, the terms tBethpany”, "SNH", "we", "us" and "our" include Senldousing Properties 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
SECURITIES LAWS. ALSO, WHENEVER WE USE WORDS SUCFKABELIEVE", "EXPECT", "ANTICIPATE", "INTEND", "PLAN",
"ESTIMATE", OR SIMILAR EXPRESSIONS, WE ARE MAKING BRWARD LOOKING STATEMENTS. THESE FORWARD
LOOKING STATEMENTS ARE BASED UPON OUR PRESENT INTENBELIEFS OR EXPECTATIONS, BUT FORWARD LOOKING
STATEMENTS ARE NOT GUARANTEED TO OCCUR AND MAY NODCCUR. FORWARD LOOKING STATEMENTS IN THIS
REPORT RELATE TO VARIOUS ASPECTS OF OUR BUSINESSCLUDING:

. OUR ACQUISITIONS AND SALES OF PROPERTIES,

. OUR ABILITY TO RAISE EQUITY OR DEBT CAPITAL,

. OUR ABILITY TO PAY INTEREST AND PRINCIPAL OF OUR DBT,

. OUR ABILITY TO PAY DISTRIBUTIONS AND THE AMOUNT OFSUCH DISTRIBUTIONS,

. OUR ABILITY TO RETAIN OUR EXISTING TENANTS AND MAINTAIN CURRENT RENTAL RATES,

. OUR POLICIES AND PLANS REGARDING INVESTMENTS AND NANCINGS,

. THE FUTURE AVAILABILITY OF BORROWINGS UNDER OUR REWLVING CREDIT FACILITY,

. OUR TAX STATUS AS A REAL ESTATE INVESTMENT TRUST, B REIT,

. OUR BELIEF THAT FIVE STAR QUALITY CARE, INC., OR ME STAR, OUR FORMER SUBSIDIARY, WHICH, AS
OF DECEMBER 31, 2011, IS RESPONSIBLE FOR 44.6% QRCCURRENT 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, NORMALIZED FUNDBROM OPERATIONS, CASH AVAILABLE FOR
DISTRIBUTION, CASH FLOWS, LIQUIDITY AND PROSPECTSNICLUDE, BUT ARE NOT LIMITED TO:

. THE IMPACT OF CHANGES IN THE ECONOMY AND THE CAPITAMARKETS ON US AND OUR TENANTS,
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. THE IMPACT OF THE PATIENT PROTECTION AND AFFORDABLEARE ACT, OR PPACA, AND OTHER
RECENTLY ENACTED, ADOPTED OR PROPOSED LEGISLATIONRIREGULATIONS ON OUR TENANTS AND
THEIR ABILITY TO PAY OUR RENTS,

. ACTUAL AND POTENTIAL CONFLICTS OF INTEREST WITH OURMANAGING TRUSTEES, FIVE STAR,
COMMONWEALTH REIT, OR CWH, AND RMR AND THEIR RELATE PERSONS AND ENTITIES,

. 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 IS OUR LARGEST TENANT AND FIVE STAR MAY EPERIENCE FINANCIAL DIFFICULTIES AS A
RESULT OF A NUMBER OF FACTORS, INCLUDING, BUT NOTIMITED TO:

. CHANGES IN MEDICARE AND MEDICAID PAYMENTS, INCLUDING THOSE RESULTING FROM PPACA
AND OTHER RECENTLY ENACTED, ADOPTED OR PROPOSED LESEATION OR REGULATIONS, WHICH
COULD RESULT IN REDUCED RATES OR A FAILURE OF SUCRIATES 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,

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

. CONTINUED AVAILABILITY OF BORROWINGS UNDER OUR REVQVING CREDIT FACILITY IS SUBJECT TO
OUR SATISFYING CERTAIN FINANCIAL COVENANTS AND MEETNG OTHER CUSTOMARY CONDITIONS,

. INCREASING THE MAXIMUM BORROWINGS UNDER OUR REVOLWG CREDIT FACILITY IS SUBJECT TO
OBTAINING ADDITIONAL COMMITMENTS FROM LENDERS, WHIGH MAY NOT OCCUR,

. OUR PENDING ACQUISITIONS OF SENIOR LIVING COMMUNIHES AND PROPERTIES LEASED TO MEDICAL
PROVIDERS OR MEDICAL RELATED BUSINESSES, CLINICS ANBIOTECH LABORATORY TENANTS, AND
CERTAIN RELATED MANAGEMENT ARRANGEMENTS ARE CONTINGNT UPON VARIOUS CLOSING
CONDITIONS, INCLUDING IN SOME CASES, OUR COMPLETIONF DILIGENCE AND / OR REGULATORY,
LENDER OR OTHER THIRD PARTY
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APPROVALS. ACCORDINGLY, SOME OR ALL OF THESE PURCHIES AND ANY RELATED MANAGEMENT
ARRANGEMENTS MAY BE DELAYED OR MAY NOT OCCUR,

. THIS ANNUAL REPORT ON FORM 10-K STATES THAT WE HAVEWO PROPERTIES CLASSIFIED AS HELD FOR
SALE. WE MAY NOT BE ABLE TO SELL THESE PROPERTIESNOTERMS ACCEPTABLE TO US OR OTHERWISE,

. THIS ANNUAL REPORT ON FORM 10-K STATES THAT THE TEW®RS OF VARIOUS TRANSACTIONS BETWEEN US
AND EACH OF CWH AND FIVE STAR WERE REVIEWED AND AFROVED BY SPECIAL COMMITTEES OF EACH
OF OUR BOARD OF TRUSTEES AND CWH'S BOARD OF TRUSTEPER FIVE STAR'S BOARD OF DIRECTORS,
RESPECTIVELY, COMPOSED SOLELY OF INDEPENDENT TRUSHEE& OR DIRECTORS WHO ARE NOT ALSO
TRUSTEES OR DIRECTORS OF THE OTHER PARTY TO THE TRBACTION, AND THAT THEY WERE
REPRESENTED BY SEPARATE COUNSEL. AN IMPLICATION OFHESE STATEMENTS MAY BE THAT THE
PURCHASE PRICES AND OTHER TERMS OF THESE TRANSACN® ARE AS FAVORABLE TO US AS THOSE WE
COULD OBTAIN IN SIMILAR TRANSACTIONS WITH UNRELATEDTHIRD PARTIES. HOWEVER, DESPITE THESE
PROCEDURAL SAFEGUARDS, WE COULD STILL BE SUBJECTHID CLAIMS CHALLENGING THESE
TRANSACTIONS OR OUR ENTRY INTO THESE TRANSACTIONSEEAUSE OF THE MULTIPLE RELATIONSHIPS
AMONG US, CWH AND FIVE STAR AND THEIR RELATED PERSHUS AND ENTITIES, AND DEFENDING EVEN
MERITLESS CLAIMS COULD BE EXPENSIVE AND DISTRACTING O MANAGEMENT,

. WE MAY BE UNABLE TO REPAY OUR DEBT OBLIGATIONS WHENTHEY BECOME DUE,

. 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 ACCEPTABLPURCHASE PRICES, ACQUISITION
FINANCING, MANAGEMENT CONTRACTS OR LEASE TERMS FOREW PROPERTIES,

. 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,

. RENTS THAT WE CAN CHARGE AT OUR PROPERTIES MAY DEQAE, AND
. THIS ANNUAL REPORT ON FORM 10-K STATES THAT WE BEENVE THAT OUR CONTINUING RELATIONSHIPS
WITH FIVE STAR, CWH, RMR, AIC AND THEIR AFFILIATEDAND RELATED PERSONS AND ENTITIES MAY

BENEFIT US AND PROVIDE US WITH ADVANTAGES IN OPERAING AND GROWING OUR BUSINESS. IN FACT,
THE ADVANTAGES WE BELIEVE WE MAY REALIZE FROM THESERELATIONSHIPS MAY NOT MATERIALIZE.
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THESE RESULTS COULD OCCUR DUE TO MANY DIFRENT CIRCUMSTANCES, SOME OF WHICH ARE BEYOND OUR
CONTROL, SUCH AS NEW LEGISLATION AFFECTING OUR BUNESS OR THE BUSINESSES OF OUR TENANTS, NATURAL
DISASTERS OR CHANGES IN OUR TENANTS' REVENUES OR §05, OR CHANGES IN CAPITAL MARKETS OR THE
ECONOMY GENERALLY.

THE INFORMATION CONTAINED ELSEWHERE IN THIABNNUAL 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. ®WFILINGS WITH THE SECURITIES AND EXCHANGE
COMMISSION ARE AVAILABLE ON ITS WEBSITE AT WWW.SEG50V.

YOU SHOULD NOT PLACE UNDUE RELIANCE UPON CRIFORWARD LOOKING STATEMENTS.

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.

iv
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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,
2011, we owned 369 properties located in 38 sttdsWashington, D.C. On that date, the undepretzdeying value of our properties, net
of impairment losses, was $4.7 billion. Our poitfiohcludes: 249 senior living communities with @88 living units / beds and two
rehabilitation hospitals with 364 licensed bedshwin undepreciated carrying value of $3.1 billib@8 properties leased to medical providers
or medical related businesses, clinics and bioebratory tenants, or MOBs, with 7.6 million sqaiéeet of space and an undepreciated
carrying value of $1.4 billion; and, 10 wellnessizgs with approximately 812,000 square feet adrint space plus outdoor developed
facilities with an undepreciated carrying valueb6f2 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 communities, assisted living
communities, nursing homes, MOBs, wellness certedsother medical and healthcare related propewesplan to profit from this demand
by purchasing additional properties and entering isases and management agreements with quadifiechtors which generate returns to us
that exceed our operating and capital costs arsirbgturing leases that provide or permit for paidaental increases.

Our business plan contemplates investnmientslependent living communities, assisted livasgnmunities, nursing homes,
rehabilitation hospitals, MOBs and wellness cent8mne properties combine more than one type wofcgein a single building or campus.
Our Board of Trustees establishes our investmaran€ing and disposition policies and may changentit any time without shareholder
approval.

Short and Long Term Residential Care Facilities.

Independent Living CommunitiesIndependent living communities, or congregate communities, also provide high levels of priv
to residents and require residents to be capabieatively high degrees of independence. Unlilsemior apartment property, an independent
living community usually bundles several servicepart of a regular monthly charge. For exampléndapendent living community may
include one or two meals per day in a central @gjmoom, daily or weekly maid service or a sociaédior in the base charge. Additional
services are generally available from staff empésyen a fee for service basis. In some indepenidérg communities, separate parts of the
property are dedicated to assisted living or ngrsiervices.

Assisted Living Communities.Assisted living communities typically have dmdroom units which include private bathrooms and
efficiency kitchens. Services bundled within onarge usually include three meals per day in a abdining room, daily housekeeping,
laundry, medical reminders and 24 hour availabdityssistance with the activities of daily livimgich as dressing and bathing. Professional
nursing and healthcare services are usually avaiktithe property on call or at regularly schedulmes.

Nursing Homes. Nursing homes generally provide extensive mgrsind healthcare services similar to those availathospitals,
without the high costs associated with operatirgtérs, emergency rooms or intensive care unitgpi&al purpose built nursing home
includes mostly rooms with one or two beds, a sepdrathroom and shared dining facilities. Licensesing 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.

Properties Leased to Medical Providers or Mediglhied Businesses, Clinics and Biotech Laboratemnahts (MOBSs).

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 refetield, including clinics and laboratory uses.

Wellness Centers.

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

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 arliness centers are so-called "triple-net” leaggish 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 destructioca@mndemnation, 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 tripledeetses, as described above, and some net and edoglifiss leases where we are responsible
to operate and maintain the properties and we ehamants for some or all of the property operatiogfs. A small percentage of our MOB
leases are so-called "full-service" leases whereegeive fixed rent from our tenants and no reirborent 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, cam@s or conditions of its lease and the continudinereof for a specified

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

. revocation of any material license necessary fettéimant'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 thge ren

. terminate the tenant's rights to occupy and usaffieeted property, rent the property to anotheate and recover from the
tenant the difference between the amount of remtiwivould have been due under the lease and theaesived 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 irturmonnection with any

exercise of the foregoing remedies.

Management Contracts.

Because we are a REIT for U.S. federalnimedax purposes, we generally may not operate a@uanwinities. For certain of our
communities, which we refer to as the Managed Conities, we use the taxable REIT subsidiary, or TRficture authorized by the REIT
Investment Diversification and Empowerment ActRODEA. Under this structure, we lease certain af @mmunities to our TRSs and the
TRSs enter into long term management contracthieolManagement Contracts, for the operation of sechmunities. The Management
Contracts for the communities managed for our agtprovide the manager with a management fee, wkialpercentage of the gross
revenues realized at the communities, plus reingmesit for the manager's direct costs and expeakdsd to the communities and an
incentive fee equal to a percentage of the anretabperating income of the communities after wéizean annual return equal to a
percentage of our invested capital.

Although we have various rights as owneatarthe Management Contracts, we rely on the maisgoersonnel, good faith, expertise,
historical performance, technical resources anafimétion systems, proprietary information and judgirto manage our Managed
Communities efficiently and effectively. We alsdyren the manager to set resident fees and othemysrate those properties in compliance
with our Management Contracts.

Investment Policies.

Acquisitions. Our present investment goals are to acquiré@iaddl properties primarily for income and secorilgiefor appreciation
potential. In implementing this acquisition strategye consider a range of factors relating to gaciposed acquisition, including:

. use and size of the property;

. proposed acquisition price;

. existing or proposed lease or management terms;

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

. historical and projected cash flows from the operes 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 theepiypfs operated; and

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

3
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We have no policies which specifically lirtfie percentage of our assets which may be indésteny individual property, in any one
type of property, in properties leased to any emant or in properties leased to an affiliated grotitenants.

Form of Investments. We prefer wholly owned investments in fee iagts. However, circumstances may arise in whiclhmag 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 ifeeaclude that by doing so, we may ben
from the cash flow or appreciation in the valuegdfroperty 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;

. our tenant's or manager's desire to purchase fibeted property;

. our tenant's or manager's desire to cease opesgdtthg affected property;
. proposed sale price;

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

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 @ofitencial covenants which, among other thingstrict our ability to incur indebtedness
and require us to maintain financial ratios andigimmum net worth. However, our Board of Trusteey reeek 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 therent economic conditions, the relative avdlilgtand costs of debt versus equity cap
and our need for capital to take advantage of ad@tpn opportunities or otherwise.

Our Board of Trustees may also determirgettk additional capital through equity offerindsbt financings, retention of cash flows in
excess of distributions to shareholders, or a coatlin of these methods. To the extent that ourdo&Trustees decides to obtain additic
debt financing, we may do so on an unsecured basisecured basis. We may seek to obtain linesegit or to issue securities senior to our
common shares, including preferred shares or ashirisies, some of which may be convertible intcmomon shares or be accompanied by
warrants to purchase common shares. We may alsodacquisitions by assuming debt, through anaggh of properties or through the
issuance of equity or other securities.

Manager.

Our day to day operations are conducteRBdiy Management & Research LLC, or RMR. RMR orig@iseand presents investment and
divestment opportunities to our Board of Trustesd provides management and administrative serticas. RMR is a Delaware limited
liability company
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beneficially owned by Barry M. Portnoy and AdamHMrtnoy, our Managing Trustees. RMR has a pringfade of business at Two Newt
Place, 255 Washington Street, Suite 300, Newtorsslehusetts 02458-1634, and its telephone numf@&ti3 796-8390. RMR also acts as
the manager to CommonWealth REIT, or CWH, Goverririreoperties Income Trust, or GOV, and Hospitdfitpperties Trust, or HPT, and
provides management services to other public aivdtercompanies, including Five Star Quality Céne,, or Five Star, TravelCenters of
America LLC, or TA, and Sonesta International Het€brporation, or Sonesta. Barry M. Portnoy is@hairman of RMR, and its other
directors are Adam D. Portnoy, Gerard M. Martirrpferly one of our Managing Trustees, and Davidelyadty, our President and Chief
Operating Officer. The executive officers of RMRafAdam D. Portnoy, President and Chief Executitfic€r; Jennifer B. Clark, Executive
Vice President and General Counsel; David J. HggBrecutive Vice President and Secretary; MarKleifges, Executive Vice President;
Bruce J. Mackey, Jr., Executive Vice PresidentnJdhMannix, Executive Vice President; John G. MirrExecutive Vice President;
Thomas M. O'Brien, Executive Vice President; Johi®@peo, Executive Vice President, Treasurer andf@mancial Officer; David M.
Blackman, Senior Vice President; Ethan S. Bornsteémior Vice President; Richard A. Doyle, Seniccé/President; Paul V. Hoagland,
Senior Vice President; Vern D. Larkin, Senior VReesident; David M. Lepore, Senior Vice Presid@miirew J. Rebholz, Senior Vice
President; and Mark R. Young, Senior Vice Presidéatid J. Hegarty and Richard A. Doyle are alspexecutive officers. Other executive
officers of RMR also serve as officers of other pamies to which RMR provides management services.

Employees.

We have no employees. Services which wotldrwise be provided by employees are provideBMjR and by our Managing Trustees
and officers. As of February 17, 2012, RMR had apipnately 740 full time employees, including a hgaalrters staff and regional offices
and other personnel located throughout the UnitateS.

Government Regulation and Reimbursement.

The regulatory environment of the senieinlj and healthcare industries is extensive. Mbst@se laws and regulations affect the
manner in which our tenants and managers operateroperties, but these laws and regulations cemiaipact the values of our properties.
Some of the laws that impact or may impact us otenants or managers include: state and locaidice laws, laws protecting consumers
against deceptive practices and laws generallytfig the operation of our properties and how euahts and managers otherwise conduct
their operations, such as fire, health and satetss land privacy laws; federal and state laws affg@ssisted living communities that
participate in Medicaid and skilled nursing fadédg, or SNFs, hospitals, clinics and other heatthéacilities that participate in both Medicaid
and Medicare, mandating allowable costs, priciegnbursement procedures and limitations, qualityesfiices and care, food service and
physical plants; resident rights (including abusé aeglect laws) and fraud laws; anti-kickback phygsician referral laws; the Americans
with Disabilities Act; and safety and health stamideset by the federal Occupational Safety andtHéaministration. Medicaid funding is
available in some, but not all, states for assibtiuly services. State licensure standards foistess living communities, SNFs, hospitals,
clinics and other healthcare facilities typicaltyer facility policies, staffing, quality of serds and care, resident rights, fire safety and
physical plant, and related matters. We are unabpeedict the future course of federal, state landl legislation or regulation. Changes in
regulatory framework could have a material adveffect on the abilities of our tenants to pay ants, the profitability of our Managed
Communities and the values of our properties.

State and local health and social serviaies or other regulatory authorities regulatéla@nse many senior living communities.
State health authorities regulate and license tadspclinics and other healthcare facilities. laginstates in which we own properties, we and
our tenants and
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managers are prohibited from providing certain lewé service without first obtaining the appropeidicenses. In addition, most states reg
a certificate of need before opening a SNF or hakpi expanding the services at an existing fgciln some states, certificate of need
requirements also apply to assisted living comnieménd some other healthcare facilities. Senardifacilities, hospitals and other
healthcare facilities must also comply with apgieastate and local building, zoning, fire and faeavice codes before licensing or
Medicare/Medicaid certification may be granted. §&aws and regulatory requirements could affecability and the ability of our tenants
and managers to expand into new markets or to exfaaiities in existing markets. In addition, thperation of our properties outside of the
scope of applicable licensed authority can results, our tenants or managers being subject tdtgeancluding closure of facilities.

Governmental authorities seem to be suibjgttealthcare facilities like those that we owrintcreasing numbers of inspections or
surveys and potential enforcement actions. Unantexlisurveys 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, we or ouariehand managers may receive deficiency
reports from state regulatory bodies resulting fiaroh inspections or surveys. We or our tenantsraanthgers resolve most inspection
deficiencies through an agreed plan of correctot®oa relating to the affected facility's operaspibut the governmental agency typically has
the authority to take or seek further action agargcensed or certified facility, which could tdisin the imposition of civil money penalties
or fines, suspension, modification, or revocatiba ticense or Medicare/Medicaid participation,grssion or denial of admissions, partial or
full denial of payments, state oversight, temporagnagement or receivership or imposition of o@rctions, including criminal penalties.
Loss, suspension or modification of a license otifggation or other sanctions or penalties couldersely affect the ability of a tenant to pay
its rents, the profitability of a Managed Commuratyd the values of our properties. We and our tsreamd managers may also expend
considerable resources to respond to federal ael isispections, surveys, investigations, auditstloer enforcement actions under applicable
laws or regulations. We or our tenants and managaysreceive notices of potential sanctions andreefent remedies from time to time,
and authorities may impose such sanctions and fiEn&lom time to time on us or our tenants or ngamns. If we or any of our tenants or
managers fails to comply with any applicable legajuirements, or is unable to cure deficienciestihae been identified or are identified in
the future, such sanctions may be imposed andpbsed, may adversely affect the affected tenabilities to pay their rents, the profitability
of affected Managed Communities and the valuesiopooperties. The Centers for Medicare and Medi&arvices, or CMS, of the United
States Department of Health and Human ServicddH8, has increased its oversight of state surveypegs in recent years, focusing survey
and enforcement efforts on nursing homes with figdiof substandard care or continuing deficiensiesking to identify chain operated
facilities with patterns of noncompliance, and pdinvg more information about nursing homes to comsts. State Attorneys General
typically enforce consumer protection laws relatiogenior living services, hospitals, clinics arler healthcare facilities. Also, state
Medicaid fraud control agencies sometimes may itiyate and prosecute assisted living communitiesramsing facilities, hospitals, clinics
and other healthcare facilities under fraud anéepatbuse and neglect laws even if the facilitied their residents do not receive federal or
state funds.

Certain current state laws and regulatellmv enforcement officials to make determinatiasso whether the care provided by our
tenants or managers at our healthcare facilitiesedks the level of care for which a particularligcis licensed. A finding that a facility is
delivering care beyond the scope of its licensehtnigsult in the immediate discharge and trandfeesidents, which could adversely affect
the ability of a tenant to pay rent to us, the pability of a Managed Community and the valuesgiroperty. Furthermore, certain states and
the federal government may allow citations in caality to impact other facilities operated by tame entity or a related entity in the stat
in certain circumstances, in another state. Reiataf a license or certification at one facilityudd therefore impact our or a tenant's or
manager's ability to obtain new licenses or cegifons or to




Table of Contents

maintain or renew existing licenses at other faedlj which could adversely affect the ability lb&t tenant to pay rent to us or our profitabi
In addition, an adverse finding by survey officialay serve as the basis for lawsuits by privatafifis and may lead to investigations under
federal and state laws, which could result in cwitl/or criminal penalties against the facilityaarelated individual or entity.

As of December 31, 2011, approximately 9#%ur current net operating income, or NOI, asraf in Item 7 of this Annual Report on
Form 10-K, from our properties came from propertibere a majority of the NOI is derived from prigaesources, and the remaining 8% of
our NOI from our properties came from propertieerena majority of the NOI is dependent upon Medicard Medicaid programs. Our
tenants operate facilities in many states andqpatie in federal and state health care paymemgfranas, including the federal Medicare and
state Medicaid benefit programs for services in §NBspitals and other similar facilities, statedidaid programs for services in assisted
living communities and other federal and statethezdre payment programs. With the background ettirrent federal budget deficit and
other federal priorities and continued difficulats fiscal conditions, there have been numerowentdegislative and regulatory actions or
proposed actions with respect to federal Medicaresrand state Medicaid rates and federal payneestates for Medicaid programs.
Examples include:

. The Patient Protection and Affordable Care ActPBACA, enacted in March 2010, contains insuraneegés, payment
changes and healthcare delivery systems changleswstated intent of expanding access to healthhanse coverage and
reducing the growth of healthcare expenditureseniinultaneously maintaining or improving the gtyatif healthcare. Under
PPACA, beginning in federal fiscal year 2012, adortivity adjustment will reduce the Medicare SNfeldRF market basket
updates for inflation, which may result in paymeates for a fiscal year being less than for thegueng fiscal year. PPACA
also reduced the Medicare IRF adjustment for iidtatind will reduce future IRF Medicare market kiskpdates for inflation
by specified percentages in each federal fiscal rgaugh 2019. PPACA establishes an Independgmh&at Advisory Board
to submit legislative proposals to Congress and ther actions with a goal of reducing Medicarensling growth and
includes various other provisions affecting Medécand Medicaid providers, including enforcemenbvmafs and increased
funding for Medicare and Medicaid program integagntrol initiatives. The U.S. House of Represewtahas voted to repeal
PPACA, and members of Congress have proposeddégisito deny funding to implement PPACA or paft®BACA and to
make substantial changes to PPACA. Members of @ssgand the Obama Administration have also propeseaus reforms
to Medicare and Medicaid, such as substantial strakchanges to the programs and long-term reslugtin federal funding,
reducing Medicare rates of payment to some prosideiuding SNFs, IRFs and pharmaceutical compankenging Medicai
to a system of premium support payments, and chgrtbe formula for federal payments to states fedMaid programs. In
addition, the constitutionality of provisions of REA have been challenged in various lawsuits, agtitipns for Supreme
Court reviews of resulting U.S. Circuit Courts gbeals decisions have been filed and accepted.nfigpate that the U.S.
Supreme Court may rule on the constitutionalitfBACA in 2012.

. Medicare reimburses SNFs under a prospective paysystem, or PPS, providing a fixed payment foheday of care
provided to a Medicare beneficiary, in accordanié the Resource Utilization Group, or RUG, to whibe beneficiary is
assigned based on individual medical charactesisticl service needs. The PPS payments cover stidibaall Medicare
Part A services the beneficiary receives. Capitatcare part of the PPS rate and are not fasjiegific. Many states have
similar Medicaid PPSs. CMS implemented the PPSyaunisto the Balanced Budget Act of 1997, or the BBAd subsequent
federal legislation. CMS updates PPS paymentsKfsSeach year by a market basket update to actmuinflation, and
periodically implements changes to the RUG categoaind payment rates. Effective on
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October 1, 2011, CMS adopted rules that it esti;maf#h, on a net basis, reduce aggregate Medicayshyents for SNFs by
approximately 11.1% in federal fiscal year 2012e Tales include a reduction in rates of approxihyal2.6% as a result of a
recalibration of the case mix indexes under the RUGystem. This reduction is partially offset by annual increase of
approximately 1.7% due to an inflation increas@.@f6 reduced by a productivity adjustment of 1.Q%spant to PPACA.

. The federal government is also seeking to slowgtogvth of Medicare and Medicaid payments to SNAsymnt to the Deficit
Reduction Act of 2005, or the DRA. The DRA redudéedicare bad debt reimbursement from 100% to 70%ificollected
cost sharing payments from Medicare beneficiaries are not eligible for Medicaid. In addition, th&®A increased the "look-
back" period for prohibited asset transfers thatjdalify individuals from Medicaid nursing home béts from three to five
years. The period of Medicaid ineligibility begios the date of the prohibited transfer or the datéendividual has entered the
nursing home and would otherwise be eligible fordMeaid coverage, whichever occurs later, rathem tirathe date of the
prohibited transfer, effectively extending the Meadd penalty period. Also, the DRA effectuated tsron Medicare Part B
payments for outpatient therapies subject to amexien if Medicare found additional services torbedically necessary for
individual. The federal government has temporaijended the Medicare outpatient therapy exemtioness through
February 29, 2012.

. Pursuant to the Budget Control Act of 2011, theefatlbudget will include automatic reductions ieatetionary and mandatc
spending starting in 2013, including reductionsiaf more than 2% to payments to Medicare providdesdicaid is exempt
from the automatic reductions, as are certain Medibenefits. We are unable to predict the findmeipact on us of the
automatic payment cuts beginning in 2013; howeuehsmpact may be adverse and material to somerckenants' abilities 1
pay rents to us and on the value of our properties.

. The DRA and PPACA also include provisions that emage states to provide long term care servicégine and community
based settings rather than in nursing homes or atpatient facilities, including increased fedekégdicaid spending for some
states. PPACA extended and expanded eligibilityafprogram to award competitive grants to statedémonstration projects
to provide home and community based long term sareices to qualified individuals relocated fromF&\providing certain
increased federal medical assistance for eachfginglibeneficiary. States are also permitted tdude home and community
based services as optional services under theiiddigidstate plans. States must establish needs béseria for the services,
and more stringent needs based criteria for nusimge services. PPACA expanded the services thigsstnay provide and
limited their ability to set caps on enrollment,itiveg lists or geographic limitations on home amanenunity based services.

. Under the CMS rule known as the "60% Rule," matmabdlitation hospitals have needed to reduce timel®u of non-
qualifying patients treated and replace them withlifying patients, establish other sources of nexseor both. The Obama
Administration has proposed raising the 60% requéet to 75% beginning in federal fiscal year 201 8ongress enacts such
an increase, it will be more difficult for a tendaatmaintain compliance with this rule. If a ten@ntinable to maintain
compliance with this rule, or if it were determinigg retroactive audit not to have complied, theatd!ls Medicare rates at these
hospitals could be materially adversely affected.

. Medicare reimburses IRFs under a per dischargeif@pl®mented pursuant to the BBA. The PPS clasgifiients into case
mix groups based on their clinical characteristiocd expected resource needs, and CMS calculatasasepayment rates for
each group. Payments under the PPS cover sub#iaali@osts of furnishing covered inpatient rehigdtion services, and
capital costs are not facility-specific. CMS updal®S payments for IRFs each year by a
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market basket update to account for inflation, pedodically implements changes to the case mixgsand payment rates.
For certain recent years, CMS has frozen Medig#tation related rate increases at zero percenttaken other actions
resulting in decreases in Medicare payments to.|Efsctive on October 1, 2011, CMS adopted ruted it estimates will, on
a net basis, increase aggregate Medicare payntestfoa IRFs by approximately 2.2% in federal flsgzar 2012, as the result
of various increases and reductions. Also effeaivef October 1, 2011, CMS has adopted rulesiiablish a new quality
reporting program that provides for a 2% reductiothe annual payment update beginning in 20144iture to report require
quality data to the federal Secretary of HHS.

. Some of the states in which our tenants and masagarate have not raised Medicaid rates by amauiffisient to offset
increased costs or have frozen or reduced such tiective June 30, 2011, Congress ended cddaiporary increases in
federal payments to states for Medicaid prograrashihd been in effect since 2008. We expect thingraf these temporary
payments, combined with continued difficult stasedl conditions, may result in those or otherestdteezing or reducing
Medicaid payments to healthcare service providkessome of our tenants as a part of an efforiedarice their budgets.

. The Medicare Physician Fee Schedule is schedulbd teduced by approximately 27% on February 2922Congress is
scheduled to vote on legislation that would defsyreduction until the end of 2012, but the schediuéduction in 2013 would
be greater than 27%. Any such material reductiaidcmaterially and adversely affect our tenants wdaeive Medicare
payments for physicians' services and certain athgratient services such as rehabilitation thesapi

We are unable to predict the impact of ¢h@sother recent legislative and regulatory astionproposed actions with respect to state
Medicaid rates and federal Medicare rates and &geayments to states for Medicaid programs onetlddour tenants ananagers that deri
a material portion of their revenues from Medicivledicaid or other governmental programs. The chanigplemented or to be implemer
as a result of such actions could result in thierfaiof Medicare, Medicaid or private payment reimgement rates to cover increasing cost
reductions in payments or other circumstanceschald have a material adverse effect on the alifityome of our tenants to pay rent to us,
the profitability of affected Managed Communitieglghe values of our properties.

Federal and state efforts to target falaens, fraud and abuse and violations of anti-kadg physician referral and privacy laws by
Medicare and Medicaid providers and providers urndeer public and private programs have increaseddent years, as have civil monetary
penalties, treble damages, repayment requiremadtsraminal sanctions for noncompliance. The fetlEedse Claims Act, as amended and
expanded by the Fraud Enforcement and Recoverpi2009 and PPACA, provides significant civil morpgnalties and treble damages for
false claims and authorizes individuals to brirgjrals on behalf of the federal government for falséms. The federal Civil Monetary
Penalties Law authorizes the Secretary of HHS fm#e substantial civil penalties, treble damaged paogram exclusions administratively
for false claims or violations of the federal Altickback statute. Governmental authorities are tiagancreasing attention and resources to
the prevention, detection, and prosecution of heale fraud and abuse. CMS contractors are alsnelikpg the retroactive audits of Medic
claims submitted by IRFs, SNFs and other providansg, recouping alleged overpayments for servicesrmaéned by auditors not to have be
medically necessary or not to meet Medicare cowecaigeria as billed. State Medicaid programs atheiothird party payers are conducting
similar medical necessity and compliance audits.
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Federal and state laws designed to prttiectonfidentiality and security of individual et health and financial information apply to
us, our tenants and our managers. HHS has isslesdpursuant to the Health Insurance Portability Aacountability Act of 1996 and the
Health Information Technology for Economic and @ai Health Act that govern our and our tenantd' mranagers' use and disclosure of
health information and security rules for electoopérsonal health information, with civil monetgmsnalties and criminal sanctions for
noncompliance.

We require our tenants and managers to bowith all laws that regulate the operation of gsenior living communities. While we do
not believe that the costs to comply with theseslauill have a material adverse effect on us, tloosts may adversely affect the profitability
of our Managed Communities and the abilities oftemants to pay their rent to us. It is impossiblpredict how our properties or our tenants
or managers could be affected if we or any of enahts or managers were subject to an action madjegolations of such laws, and any
adverse determination concerning any of our otte@uants' or managers' licenses or eligibility faeditare or Medicaid reimbursement or
substantial penalties, repayments or sanctionsadagrsely affect the profitability of our Managedrmunities and the ability of our tenants
to pay rent to us. If any of our tenants or manapecomes unable to operate our properties oyibaour tenants becomes unable to pay our
rents because it has violated government regulatiopayment laws, we may have great difficultglfitg a substitute tenant or manager or
selling the affected property for a fair price dhd value of an affected property may decline nialter

Federal, state and local entities reguareMOB tenants who provide healthcare servicesnaates 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 atieolicensed medical practitioners, who receivdefal 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, log EDA, and other federal, state and local autlesréxtensively regulate our biotechnology
laboratory tenants who seek to develop, manufacturearket and distribute new drugs, biologicalsnedical devices for human use. The
FDA and such other agencies regulate the clinieaébpment, testing, manufacture, quality consafety, effectiveness, labeling, storage,
record keeping, advertising and promotion of suddpcts. Before a new pharmaceutical or device beamarketed and distributed in the
United States, the FDA must approve it as safeedfiedtive for human use. Preclinical and clinidaldses and documentation in connection
with FDA approval of new pharmaceuticals or meda=tices involve significant time, expense andsigkfailure. Once a product is
approved, the FDA has continuing oversight autgipiitcluding over manufacturing practices and fée#, and can withdraw approval, recall
products, suspend production, impose or seek tosepivil or criminal penalties or take other gawaental actions for failure to comply
with regulatory requirements or with anti-fraudstaclaims, anti-kickback or physician referral a@ther concerns affecting such tenants
include the potential for later discovery of safebncerns and related litigation, whether the pevdualifies for reimbursement under
Medicare, Medicaid or other federal or state progracost control initiatives of such programs, pbo&ential for litigation over the validity or
infringement of intellectual property rights reldt® the product and eventual expiration of proghatents. Costs of compliance with such
regulations and the risks described in this pagggramong others, could adversely affect the ghifitan affected tenant to pay rent to us.
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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 actigatyaged in this business. Also, we
compete for investments based on a number of &atoluding rates, financings offered, underwritorgeria and reputation. Our ability to
successfully compete is also impacted by economdcpapulation trends, availability of acceptableeistment opportunities, our ability to
negotiate beneficial investment terms, availabgityl cost of capital and new and existing lawsragdlations. We do not believe we have a
dominant position in any of the geographic or prgpmarkets in which we operate, but some of ounetitors are dominant in selected
markets. Many of our competitors have greater firelrand other resources than we have. We bellevgeéographic diversity of our
investments, the experience and abilities of ounagament, our affiliation with RMR, the quality @fir assets and the financial strength of
many of our tenants and operators affords us sarmpetitive advantages which have and will allowaeperate our business successfully
despite the competitive nature of our business.

The tenants and managers that operatesalithbare facilities compete on a local and redibaais with operators of facilities that
provide comparable services. Operators competefidents and patients based on quality of capeitaéion, physical appearance of
properties, services offered, family preferencéysyrians, staff, price and location. We and onatgs and managers also face competition
from other healthcare facilities for tenants, sasiphysicians and other healthcare providers tioaige 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 fropepgies they own, lease or operate and may lkliadlle for property damage or persc
injuries that result from hazardous substancessd k@vs also expose us to the possibility that \ag become liable to reimburse
governments for damages and costs they incur inaxiion with hazardous substances. We reviewedanwiental conditions surveys of the
properties we own prior to their purchase. Basazhuihose surveys we do not believe that thererariganmental conditions at any of our
properties that have had or will have a materiakase effect on us. However, no assurances caivée that conditions are not present at
properties or that costs we may be required torincthe future to remediate contamination will have a material adverse effect on our
business or financial condition.

The current political debate about worlidhelte change has resulted in various treaties, étlsregulations which are intended to limit
carbon emissions. We believe these laws being edactproposed may cause energy costs at our piexpsr increase, but we do not expect
the direct impact of these increases to be matierialir results of operations, because the incdeessts either would be the responsibility of
our tenants directly or in large part may be pasisezligh by us to our tenants as additional leagenents. Although we do not believe it is
likely in the foreseeable future, laws enacted itigaite climate change may make some of our bujlsliobsolete or cause us to make material
investments in our properties which could mateyiatid adversely affect our financial condition.

Internet Website.

Our internet website address is www.snlo@it. Copies of our governance guidelines, codmisiness conduct and ethics, or Code of
Conduct, our policy outlining procedures for hanglconcerns or complaints about accounting, interoeounting controls or auditing
matters and the charters of

11




Table of Contents

our audit, compensation and nominating and gove@maommittees are posted on our website and maptaéned free of charge by writing
to our Secretary, Senior Housing Properties Tiwt) Newton Place, 255 Washington Street, Suite Bl@dyton, Massachusetts 02458-1634
or at our website. We make available, free of chaog our website, our Annual Reports on Form 1@Harterly Reports on Form 10-Q,
Current Reports on Form 8-K and amendments to ttege®ts filed or furnished pursuant to Sectiora) & 15(d) of the Securities Exchange
Act of 1934, as amended, or the Exchange Act, as as reasonably practicable after these forméladewith, or furnished to, the Securities
and Exchange Commission, or SEC. Any shareholdethar interested party who desires to communiedtte our non-management
Trustees, individually or as a group, may do sdilbgg out a report on our website. Our Board ati$tees also provides a process for sec
holders to send communications to the entire Bo&mittustees. Information about the process for sgndommunications to our Board of
Trustees can be found on our website. Our webdileeas is included several times in this Annuald®Repn Form 10-K as a textual reference
only and the information in the website is not inpmrated by reference into this Annual Report omih0-K.

Segment Reporting.

As of December 31, 2011, we have threeaipgy segments. The first operating segment previthert term and long term residential
care communities that offer dining for residentmderties in this segment include leased and mahiagkependent living communities,
assisted living communities, skilled nursing famk and rehabilitation hospitals. We earn remtebme revenues from the tenants of our
leased communities and we earn fees and servigesues from the residents of our Managed Communitiée acquired our Managed
Communities beginning in June 2011. The secondatipgrsegment provides properties where medicatadlactivities occur but where
residential overnight stays or dining servicesrareprovided. Properties in this segment includs¢hleased to medical providers or medical
related businesses, clinics and biotech laboraamgnts. The third operating segment includes atsaefated to corporate business activities
and the operating results of certain propertiesdffar fithess, wellness and spa services to mesléhich we do not consider to be
sufficiently material as to constitute a separafeorting segment. See our consolidated finanaastents included in "Exhibits and Finan
Statement Schedules" of this Annual Report on FOOrK for further financial information on our opéirey segments.

FEDERAL INCOME TAX CONSIDERATIONS

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

. a bank, insurance company, regulated investmenpaogm REIT or other financial institution;

. a broker, dealer or trader in securities or foragrency;

. a person who has a functional currency other tharlt 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 strauelliging transaction, constructive sale transactionstructive ownership

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

The sections of the Internal Revenue Cdd®986, as amended, or the IRC, that govern fedecaime tax qualification and treatment of
a REIT and its shareholders are complex. This ptatien is a summary of applicable IRC provisiae$ated 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 alsodffee accuracy of statements made in this sumrideyhave not received a ruling from the
Internal Revenue Service, or the IRS, with respeeiny matter described in this summary, and weaiassure 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 sgséd, could result in significant tax
liabilities for applicable parties. In additionjgslsummary is not exhaustive of all possible taxsemuences, and does not discuss any estate,
gift, state, local, or foreign tax consequences.dfcthese reasons, we urge you and any prosgeatiguiror of our shares to consult with a
tax advisor about the federal income tax and ddeseconsequences of the acquisition, ownershipdéspbsition of our shares. Our intentions
and beliefs described in this summary are based appunderstanding of applicable laws and regqutatihat are in effect as of the date of
this Annual Report on Form 10-K. If new laws orukdions are enacted which impact us directly dirgctly, we 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 tmelézderal 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 fedacaime 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 overridgan applicable tax treaty. Conversely, a "no8-\dhareholder” 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 patiipeshould consult their tax advisors about
the federal income tax consequences of the acigmisgwnership and disposition of our shares.

Taxation as a REIT

We have elected to be taxed as a REIT usdetions 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 assuranceecgiven, we believe that we have been organimdchave operated, and will continue to
be organized and to operate, in a manner thatfgpehdind will continue to qualify us to be taxeddenthe IRC as a REIT.
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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 deducfior corporate shareholders.
Distributions in excess of current or accumulatechimgs and profits generally are treated for fabieicome tax purposes as returns 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 lwatbh distributions and any in kind distributiongpodperty that we might make. Our counsel,
Sullivan & Worcester LLP, has opined that we hagerborganized and have qualified as a REIT un@elRE for our 1999 through 2011
taxable years, and that our current investmentpéardof operation enable us to continue to meetélquirements for qualification and
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 sureed below. While we believe that we will satishese tests, our counsel does not re
compliance with these tests on a continuing b#fsige 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 reduceelianinated.

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

. We will be taxed at regular corporate rates onwamgistributed "real estate investment trust taxaideme," 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 subjectar on this income at tt
highest regular corporate rate, currently 35%.

. If we have net income from prohibited transactionat-is, dispositions of inventory or property hphimarily for sale to
customers in the ordinary course of business dtzar dispositions of foreclosure property and othan dispositions excepted
under a statutory safe harbor—we will be subjet¢axoon this income at a 100% rate.

. If we fail to satisfy the 75% gross income testtmr 95% gross income test discussed below, buttheless maintain our
qualification as a REIT, we will be subject to &txa 100% rate on the greater of the amount by 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 @as$t the sum of 85% of our REIT ordinary incometiiat 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 disttéul

. If we acquire an asset from a corporation in adaation in which our basis in the asset is detezthloy reference to the basis
of the asset in the hands of a present or former C
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corporation, and if we subsequently recognize gaithe disposition of this asset during a specifiedod (generally, ten
years) beginning on the date on which the asssede® be owned by the C corporation, then wepayl tax at the highest
regular corporate tax rate, which is currently 38¥%the lesser of the excess of the fair markatevaf the asset over the C
corporation's basis in the asset on the date et asased to be owned by the C corporation, agahewe recognize in the
disposition.

. If we acquire a corporation in a transaction wheeesucceed to its tax attributes, to preserve @ns as a REIT we must
generally distribute all of the C corporation eags and profits inherited in that acquisition,rifyanot later than the end of our
taxable year of the acquisition. However, if we faido so, relief provisions would allow us to m@iin our status as a REIT
provided we distribute any subsequently discov€&edrporation earnings and profits and pay an @stecharge in respect of
the period of delayed distribution. As discusseldlwewe have acquired C corporations in conneaticth our acquisition of
real estate. Our investigations of these C corpmratindicated that they did not have undistribuigachings and profits that we
inherited but failed to timely distribute. Howevepon review or audit, the IRS may disagree.

. As summarized below, REITs are permitted withinitémo own stock and securities of a TRS. A TRSeparately taxed on its
net income as a C corporation, and is subjechiddtions on the deductibility of interest expepséd to its REIT parent. In
addition, its REIT parent is subject to a 100%dadaxhe difference between amounts charged andemedieted rents and
deductions, including excess interest.

If and to the extent we invest in properties irefgn jurisdictions, our income from those propertiell generally be subject to tax in those
jurisdictions. If we continue to operate as wettien we will distribute all of our taxable incomeedur shareholders such that we \
generally not pay federal income tax. As a resudtcannot recover the cost of foreign income taxgmsed on our foreign investments by
claiming foreign tax credits against our federalome tax liability. Also, we cannot pass througlotw 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 ifyals 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 ratetafable years beginning after December 31, 20ik2)idsed below in "Taxation of U.S.
Shareholders" and, subject to limitations in th€ |Rill 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 diadiication. Our failure to qualify as a
REIT for even one year could result in reductiorelimination of distributions to our shareholdersjn our incurring substantial indebtedn
or liquidating substantial investments in ordep&y the resulting corporatevel taxes. The IRC provides certain relief prauis under whic
we might avoid automatically ceasing to be a RElféilure to meet certain REIT requirements, aldéscussed in more detail below.

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

(1) thatis managed by one or more trustees or dirgctor
(2) the beneficial ownership of which is evidenced taysferable shares or by transferable certificatéeneficial interest;

(3) that would be taxable, but for Sections 856 thro8§8 of the IRC, as a C corporation;
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(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 100m@re persons;
(6) thatis not "closely held" as defined under thespral holding company stock ownership test, asristbelow; and

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

Section 856(b) of the IRC provides that conditi¢hsthrough (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 RBI&.believe that we have met conditions (1)
through (7) during each of the requisite periodsireg on or before the close of our most recentiypieted taxable year, and that we can
continue to meet these conditions in future taxgbbrs. There can, however, be no assurance iretgsd.

By reason of condition (6), we will fail tualify 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 ourreshdhat would otherwise result in concentratedersimp positions. In addition, if we comply
with applicable Treasury regulations to ascertagdwnership of our shares and do not know, oxyaising reasonable diligence would
have known, that we failed condition (6), then wi# be treated as having met condition (6). Howewer failure to comply with these
regulations for ascertaining ownership may resu#t penalty of $25,000, or $50,000 for intentioralations. Accordingly, we have compli
and will continue to comply with these regulatiomsluding requesting annually from record holdefrsignificant percentages of our shares
information regarding the ownership of our shatéisder our declaration of trust, our shareholdeesraquired to respond to these request
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 esetusively for charitable purposes, but
not other entities or qualified pension plans afipisharing trusts. As a result, REIT shares owbg@n 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 sytan or trust. Consequently, five or fewer suclstsicould own more than 50% of the interests
in an entity without jeopardizing that entity's éedl income tax qualification as a REIT. Howeverdiascussed 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 receivesrfithe REIT.

The IRC provides that we will not automalig fail to be a REIT if we do not meet conditiofi through (6), provided we can establish
reasonable cause for any such failure. Each sumlser failure will result in the imposition of a@600 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 Itwests through Partnerships. Except in respect of TRSs as discussed beleatj@ 85¢
(i) of the IRC provides that any corporation, 1006#4vhose stock is held by a REIT and its disregasigébsidiaries, is a qualified REIT
subsidiary and shall not be treated as a sepavgteration. The assets, liabilities and items ebme, deduction and credit of a
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qualified REIT subsidiary are treated as the REMWe believe that each of our direct and indirelsblly-owned subsidiaries, other than the
TRSs discussed below, will be either a qualified R&ubsidiary within the meaning of Section 85@fithe IRC, or a noncorporate entity t
for federal income tax purposes is not treatecepargate from its owner under regulations issueeuBéction 7701 of the IRC. Thus, except
for the TRSs discussed below, in applying all #defal income tax REIT qualification requiremergsaibed in this summary, all assets,
liabilities and items of income, deduction and dreflour direct and indirect wholly-owned subsiiks are treated as ours.

We may invest in real estate both througé or more entities that are treated as partneysbifederal income tax purposes, including
limited or general partnerships, limited liabilitpmpanies, or foreign entities. In the case of éIREat is a partner in a partnership,
regulations under the IRC provide that, for purgosiethe REIT qualification requirements regardimgome and assets discussed below, the
REIT is deemed to own its proportionate share efabsets of the partnership corresponding to tH&'&Rroportionate capital interest in the
partnership and is deemed to be entitled to thenmecof the partnership attributable to this propaodte share. In addition, for these purposes,
the character of the assets and gross income gfttieership generally retain the same charactireimands of the REIT. Accordingly, our
proportionate share of the assets, liabilities, itamds of income of each partnership in which wedpee a partner is treated as ours for
purposes of the income tests and asset tests segtbglow. In contrast, for purposes of the distiiim requirement discussed below, we
would take into account as a partner our sharbepartnership's income as determined under thergifiederal income tax rules governing
partners and partnerships under Sections 701 thrédg 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 morantl25% of the total value of our assets, at theectdf each quarter, is comprised of our
investments in the stock or securities of our TRBer our 2001 through 2008 taxable years, no rtiae 20% of the total value of our ass
at the close of each quarter, was permitted toobgpeised of our investments in the stock or sel@srivf our TRSs; before the introduction of
TRSs in 2001, our ability to own separately taxalggorate subsidiaries was more limited.) Amorieeotequirements, a TRS of ours must:

@) be a non-REIT corporation for federal income tarppses in which we directly or indirectly own share
(2)  join with us in making a TRS election;
3) not directly or indirectly operate or manage a iaddgacility or a health care facility; and

4) not directly or indirectly provide to any persomder a franchise, license, or otherwise, righ@np brand name under which
any lodging facility or health care facility is apg¢ed, except that in limited circumstances a sutafnise, 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 TRS directly or indirectly owns moreah 35% of the voting power or value will
automatically be treated as a TRS. Subject to igmudsion below, we believe that we and each off®8s have complied with, and will
continue to comply with, on a continuous basis,rdguirements for TRS status at all times duringctvive intend for the subsidiary's TRS
election to be in effect, and we believe that #ime will be true for any TRS that we later formaoguire.
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We have elected to treat as a TRS a paticorporate subsidiary of Five Star with whomdeenot have a rental relationship. This
intended TRS manages and operates an independegtficility for us, and in the future may operatiitional independent facilities for us.
In that role, the intended TRS provides amenities services to our tenants, the independent likesidents; for the duration of our
ownership of these independent facilities, thereeh@t been, and are not expected to be, assigteg or skilled nursing residents at these
facilities, and neither we nor the intended TRSehprovided or expect to provide health care sesvatghese facilities or elsewhere. Altho
the law is unclear on this point, and in fact aseloead of the statute and legislative history msgiggest otherwise, IRS private letter rulings
conclude and imply that the management and operafimdependent living facilities do not constéwdperating or managing a health care
facility such that TRS status is precluded, proditieat there are no assisted living or skilled imgrsesidents in the facilities and provided
further that neither the REIT nor the intended TiR&vide health care services. Although IRS privateer rulings do not generally constitute
binding precedent, they do represent the reas@oedjdered judgment of the IRS and thus providiglmsnto how the IRS applies and
interprets the federal income tax laws. Based erdHRS private letter rulings, our counsel, Sati& Worcester LLP, has opined that it is
more likely than not that our intended TRS that ages and operates pure independent living fasilitié qualify as a TRS, provided that
there are no assisted living or skilled nursingdests in the subject facilities and provided fertthat neither we nor the intended TRS
provide health care services.

Our ownership of stock and securities irSERs exempt from the 10% and 5% REIT asset téstassed below. Also, as discussed
below, TRSs can perform services for our tenantisout disqualifying the rents we receive from thteeants under the 75% or 95% gross
income tests discussed below. Moreover, becauss @8RS axed as C corporations that are separateusptheir assets, liabilities and items
of income, deduction and credit generally are myduted to us for purposes of the REIT qualificatiequirements described in this summ:
Therefore, TRSs can generally undertake third-padpagement and development activities and aevitot related to real estate. Finally,
while a REIT is generally limited in its ability ®arn qualifying rental income from a TRS, a RE#h @arn qualifying rental income from the
lease of a qualified health care property to a T&t$axable years beginning after July 30, 200&nifeligible independent contractor operates
the facility, as discussed more fully below.

Restrictions are imposed on TRSs to enhatethey will be subject to an appropriate levidiealeral income taxation. For example, a
TRS may not deduct interest paid in any year taffilated REIT to the extent that the interest pants exceed, generally, 50% of the TRS's
adjusted taxable income for that year. HoweverTiR& may carry forward the disallowed interest evgeeto a succeeding year, and deduct
the interest in that later year subject to that'ges0% adjusted taxable income limitation. In &ddi if a TRS pays interest, rent, or other
amounts to its affiliated REIT in an amount thateads what an unrelated third party would have agh arm's length transaction, then the
REIT generally will be subject to an excise taxago 100% of the excessive portion of the paymEmally, if in comparison to an arm's
length transaction, a tenant has overpaid rertadrEIT in exchange for underpaying the TRS fovises rendered, and if the REIT has not
adequately compensated the TRS for services prdvaer on behalf of a tenant, then the REIT maguigect to an excise tax equal to 1(
of the undercompensation to the TRS. There carolessurance that arrangements involving our TR8$®etiresult in the imposition of one
or more of these deduction limitations or exciseeta but we do not believe that we are or will bljsct to these impositions.

Income Tests. There are two gross income requirements folifipedion 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 idermiff hedging transactions that we enter into afigr 30, 2008 to manage
interest rate or price changes or
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currency fluctuations with respect to borrowingsineur to acquire or carry real estate assetsrfg)income arising from
“clearly identified" hedging transactions that weez into after July 30, 2008 primarily to managgk of currency fluctuations
relating to any item that qualifies under the 7598%% gross income tests (or any property whichegees such income or
gain); (d) real estate foreign exchange gain (fgel&in Section 856(n)(2) of the IRC) that we rgoize after July 30, 2008;
and (e) income from the repurchase or dischargedebtedness) must be derived from investmentsimgléo real property,
including "rents from real property" as defined an8ection 856 of the IRC, interest and gain froortgages on real property,
income and gain from foreclosure property, gaimfithe sale or other disposition of real properheothan dealer property, or
dividends and gain from shares in other REITs. Wiierreceive new capital in exchange for our sharés a public offering
of five-year or longer debt instruments, incomeiladitable to the temporary investment of this nepital 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
changes or currency fluctuations with respect todweings we incur to acquire or carry real estagess; (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 (or any ptppdiich generates such
income or gain); (d) passive foreign exchange ¢@sndefined in Section 856(n)(3) of the IRC) thatnecognize after July 30,
2008; and (e) income from the repurchase or digghaf indebtedness) must be derived from a comibimaf items of real
property income that satisfy the 75% gross incoeseédescribed above, dividends, interest, or daims the sale or dispositic
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 rezragnts must be met:

. The amount of rent received generally must notdsefd on the income or profits of any person, but beabased on receipts
sales.
. 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 amadimstances 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 vafithe 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 asiians, directly or by
attribution, of our shares to the extent necestangaintain our
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REIT status under the IRC. Nevertheless, therebeamo assurance that these provisions in our @aidarof trust will be
effective to prevent our REIT status from beingpj@alized under the 10% affiliated tenant rule. remnore, there can be no
assurance that we will be able to monitor and eeftinese restrictions, nor will our shareholdersessarily be aware of
ownership of shares attributed to them under tli&dRittribution rules.

. There is a limited exception to the above prohibitbn earning "rents from real property" from a 18ffliated tenant, if the
tenant is a TRS. If at least 90% of the leasedesphea property is leased to tenants other thansT&® 10% affiliated tenants,
and if the TRS's rent for space at that propersulsstantially comparable to the rents paid by ffiazed tenants for
comparable space at the property, then otherwiakfgjng rents paid by the TRS to the REIT will o disqualified on
account of the rule prohibiting 10% affiliated tets

. Commencing with our 2009 taxable year, there iadditional exception to the above prohibition omégy "rents from real
property” from a 10% affiliated tenant. For thisglanal exception to apply, a real property ingtri@ a "qualified health care
property" must be leased by the REIT to its TR$, thie facility must be operated on behalf of theST#y a person who is an
"eligible independent contractor,” all as describe8ections 856(d)(8)-(9) and 856(e)(6)(D) of tRE. As described below,
we believe our leases with our TRSs have satisfiebiwill continue to satisfy these requirements.

. In order for rents to qualify, we generally must n@anage the property or furnish or render servicéke tenants of the
property, except through an independent contrdotan whom we derive no income or through one of BRSs. There is an
exception to this rule permitting a REIT to perfocostomary tenant services of the sort that a x&xa@t organization could
perform without being considered in receipt of '&lated business taxable income" as defined in @esétl2(b)(3) of the IRC.
In addition, ade minimisamount of noncustomary services will not disqualifyome as "rents from real property" so long as
the value of the impermissible services does noted 1% of the gross income from the property.

. If rent attributable to personal property leasedannection with a lease of real property is 15%eses of the total rent received
under the lease, then the rent attributable toopailgporoperty 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 iseekn

We believe that all or substantially all our rehésre qualified and will qualify as rents from reabperty for purposes of Section 856 of the
IRC, subject to the considerations in the followpagagraph.

As discussed above, we currently own aepeddent living facility that we purchased to benaged and operated by a TRS; the TRS
provides amenities and services, but not health sarvices, to the facility's residents, who anetenants. We may from time to time in the
future acquire additional properties to be managetioperated in this manner. Our counsel, Sull&&korcester LLP, has opined that it is
more likely than not that our intended TRS that ag@s and operates independent living facilitiebqublify as a TRS, provided that there
are no assisted living or skilled nursing residémthie subject facilities and provided furthertthaither we nor the intended TRS provide
health care services. Accordingly, we expect thatrents we receive from these facilities' indepemdving residents will qualify as rents
from real property because services and amendidgeim are provided through a TRS. If the IRS sthasksert, contrary to its current private
letter ruling practice, that our intended TRS doesin fact so qualify, and if a court should agrhen the rental income we receive from the
independent facility residents who are our tenamsld be nonqualifying
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income for purposes of the 75% and 95% gross indests, possibly jeopardizing our compliance wlith 95% gross income test. Under
those circumstances, however, we expect we woutifgdior the gross income tests' relief provisibescribed below, and thereby would
preserve our qualification as a REIT. If the repiebvision below were to apply to us, we would bbjsct to tax at a 100% rate on the amount
by which we failed the 95% gross income test, wijustments, multiplied by a fraction intendedefiact our profitability for the taxable

year; however, in a typical taxable year, we hate lor no nonqualifying income from other soureasl thus would expect to owe little tay
such circumstances.

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” rulesSetction 856(e) of the IRC, a REIT's receipt of hass 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 appropstatement 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, wolddsubject to income tax at the
maximum corporate rate, currently 35%, under tmediosure property income tax rules of Section BX4{ 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, gain we realize on the sale of property helthasntory or other property held primarily for
sale to customers in the ordinary course of busiméi$ be treated as income from a prohibited teati®n 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 asdws we 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, hgaahd managing our existing properties and agtgiideveloping, owning,
leasing 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
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. after we identify the failure, we file a scheduksdribing each item of our gross income includetthén75% or 95% gross
income tests for that taxable year.

It is impossible to state whether in all circumsesmwe would be entitled to the benefit of thisefgbrovision 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 afi@n intended to reflect our profitability. Thislief provision applies to any failure of the
applicable income tests, even if the failure fosturred in a year prior to the taxable year inoltthe failure was discovered.

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%&tslass, the value of any one non-REIT issuecariiies that we own
may not exceed 5% of the value of our total as&etddition, we may not own more than 10% of theewor value of any one
non-REIT issuer's outstanding securities, unless 8zatar is our TRS or the securities are "straight"dsecurities or otherwis
excepted as discussed below.

. Our stock and securities in a TRS are exempted thenpreceding 10% and 5% asset tests. Howevenane than 25% (for
our 2008 taxable year and earlier, 20%) of our edaets may be represented by stock or secuiti€RSs.

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 failwuill nevertheless be excused if (a) the failsrde 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 refegaarter or (b) $10,000,000. If our failure is
not de minimis, or if any of the other REIT ass=tt$ have been violated, we may nevertheless gaali& 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 ohtgorporate 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 quartewhich we identify the failure, we either
dispose of the assets causing the failure or ofkersatisfy all of the REIT asset tests. Thesefrgliovisions apply to any failure of the
applicable asset tests, even if the failure ficstusred in a year prior to the taxable year in Whtee failure was discovered.

The IRC also provides an excepted secar#téde harbor to the 10% value test that includesng other items (a) "straight debt"
securities, (b) certain rental agreements in whiyment is to
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be made in subsequent years, (c) any obligatigmyarents from real property, (d) securities issgdovernmental entities that are not
dependent in whole or in part on the profits opayments from a nongovernmental entity, and (e)s&eyrity 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 rafjtoreure any failure to satisfy the tests withindays after the close of any quarter.

Our Relationships with Five Star.On December 31, 2001, we and CWH spun off suistly all of our Five Star common shares. In
August 2009, we closed a mortgage financing withRlderal National Mortgage Association, or FNMAJ & connection with the FNMA
transaction, we realigned our leases with Five. Barsuant to the terms of the realignment agreemenalso purchased 3,200,000 common
shares from Five Star, which, when aggregated authprior ownership of Five Star common shares tlepresented approximately 9% of
the total common shares of Five Star outstandipgréximately 8.8% as of December 31, 2011, inclgdire 1,000,000 shares of Five Star
common stock we purchased from the underwriteESva Star's public equity offering it completedJuine 2011), determined after this new
issuance. Our leases with Five Star, Five Stadsteh the transaction agreement governing the 2001off, and the realignment agreement
collectively contain restrictions upon the ownepsbi Five Star common shares and require FivetStefrain from taking any actions that
may result in any affiliation with us that wouldjeardize our qualification as a REIT under the IR€cordingly, commencing with our 2002
taxable year, we expect that the rental incomeeaseive from Five Star and its subsidiaries will'lents from real property" under
Section 856(d) of the IRC, and therefore qualifyimcome under the 75% and 95% gross income testsided above.

In addition, as described above, we hageted to treat as a TRS a particular corporateidiabg of Five Star with whom we do not he
a rental relationship, and our counsel, Sullivaiv@rcester LLP, has opined that it is more likelgrtinot that this intended TRS will so
qualify. Finally, as described below, we have ergbgs an intended eligible independent contractother corporate subsidiary of Five Star
with whom we do not have a rental relationship.

Our Relationship with Our Taxable REIT Sdiasies. In addition to the TRS described above thatagas and operates independent
living facilities for us, we also have wholly-own&@RSs that lease properties from us. We may frame to time in the future acquire
additional properties to be leased in this manimeaddition, in response to a lease default orrexipin, we may choose to lease a reclaimed
qualified health care property to a TRS.

In lease transactions involving our TRSs, intent is that the rents paid to us by the TR&8lify as "rents from real property” under the
REIT gross income tests summarized above. In dodehis to be the case, the manager operatintgtised property on behalf of the
applicable TRS must be an "eligible independentreator” within the meaning of Section 856(d)(9)@)the IRC, and the properties leased
to the TRS must be "qualified health care propertighin the meaning of Section 856(¢e)(6)(D)(i) betIRC. Qualified health care property is
defined as health care facilities and other prégeriecessary or incidental to the use of a health facility.

For these purposes, a contractor quakigean "eligible independent contractor" if it isdghan 35% affiliated with the REIT and, at the
time the contractor enters into the agreement thigthT RS to operate the qualified health care ptgp#rat contractor or any person related to
that contractor is actively engaged in the tradeusiness of operating qualified health care prtigefor persons unrelated to the TRS or its
affiliated REIT. For these purposes, an otherwigghde independent contractor is not disqualiffesim that status on account of the TRS
bearing the expenses of the operation of the gedlifealth care property, the TRS receiving themeres from the operation of the qualified
health care property, net of expenses for thatadjmer and fees payable to the eligible independentractor, or the REIT receiving income
from the eligible independent contractor pursuard preexisting or otherwise grandfathered leassother property.
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We have engaged as an intended eligiblepieddent contractor a particular corporate subrgidiaFive Star with whom we do not have
a rental relationship. This contractor and itsliatis at Five Star are actively engaged in theetiar business of operating qualified health
properties for their own accounts, including purgua management contracts among themselves ahaling properties that we do not lease
to them; however, this contractor and its affileakave few if any management contracts for qudlifiealth care properties for third parties
other than us and our TRSs. Based on a plain rgadithe statute as well as applicable legislatiigtory, our counsel, Sullivan &
Worcester LLP, has opined that this intended dkgitddependent contractor should in fact so qualffthe IRS or a court determines that this
opinion is incorrect, then the rental income weeree from our TRSs in respect of properties mandmetthis particular contractor would be
nonqualifying income for purposes of the 75% anth3Foss income tests, possibly jeopardizing ourpd@nce with the 95% gross income
test. Under those circumstances, however, we expegtould qualify for the gross income tests' figtievision described above, and thereby
would preserve our qualification as a REIT. If teéef provision below were to apply to us, we wibbk subject to tax at a 100% rate on the
amount by which we failed the 95% gross income teith adjustments, multiplied by a fraction intexdto reflect our profitability for the
taxable year; even though we have little or no m@atifying income from other sources in a typicadable year, imposition of this 100% tax
this circumstance could be material because toalbté the properties leased to our TRSs are meshéyr the TRSs by this contractor.

As explained above, we will be subject t08% tax if the IRS successfully asserts thatenés paid by our TRS to us exceed an arm's
length rental rate. Although there is no clear pdent to distinguish for federal income tax purgaa®@ong leases, management contracts,
partnerships, financings, and other contractuargements, we believe that our leases and our TRSglgement agreements will be
respected for purposes of the requirements ofRizdiscussed above. Accordingly, we expect thatehtal income from our current and
future TRSs will qualify as "rents from real profg't and that the 100% tax on excessive rents foRRS will not apply.

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 estate investment tiassible income,” as defined in Section 857 ofiR@, computed by
excluding any net capital gain and before takirnig account any dividends paid deduction for whiehase eligible, and 90%
of our net income after tax, if any, from propemgeived in foreclosure, over

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

The distributions must be paid in the taxable yearhich they relate, or in the following taxableay if declared before we timely file our
federal income tax return for the earlier taxatdaryand if paid on or before the first regularritisttion payment after that declaration. If a
dividend is declared in October, November, or Deoento shareholders of record during one of thoseths, and is paid during the
following January, then for federal income tax msgs the dividend will be treated as having beéh paid and received on December 31 of
the prior taxable year. A distribution which is mob rata within a class of our beneficial intesestitled to a distribution, or which is not
consistent with the rights to distributions amorng cdasses of beneficial interests, is a prefea¢distribution that is not taken into
consideration for purposes of the distribution iegments, and accordingly the payment of a prefekdistribution could affect our ability -
meet the distribution requirements. Taking intocact our distribution policies, including the dieiad reinvestment plan we have adoptec
do not believe that we have made or will make aejguential distributions. The distribution requitents may be waived by the IRS if a
REIT establishes that it failed to meet them
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by reason of distributions previously made to nteetrequirements of the 4% excise tax discussemhbdlo the extent that we do not
distribute all of our net capital gain and all ofrgeal estate investment trust taxable incomeadassted, we will be subject to federal income
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 85% of our capital gain net income plus the sgc# any, of the "grossed up required
distribution" for the preceding calendar year aer amount treated as distributed for that precedaiendar year. For this purpose, the term
"grossed up required distribution" for any calengisair is the sum of our taxable income for theradde year without regard to the deduction
for dividends paid and all amounts from earlierrgahat are not treated as having been distribumelér the provision. We will be treated as
having sufficient earnings and profits to treatatividend any distribution by us up to the amaequired to be distributed in order to avoid
imposition of 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 gayficient 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 acquicedcborations.

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 Octbf2006, we acquired all of the outstanding stfcn 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 aefiarded entity under Treasury regulations issuelgiuSection 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'steljutax bases in their assets and their depratistihedules; we were also treated as the
successor to the acquired corporate entities' mgsrand 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 assbeihands of a present or former C corpora
and if we subsequently recognize gain on the diiposf that asset during a specified period (gal ten years) beginning on the date on
which the asset ceased to be owned by the C caiporghen we will generally pay tax at the highesjular corporate tax rate, currently 3
on the lesser of (1) the excess, if any, of thetastir market value over its adjusted tax basish determined as of the time the asset cease
to be owned by the C corporation, or (2) our gain
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recognized in the disposition. Accordingly, anyahbe disposition of an asset so acquired duringpleeified period (generally, ten years)
could be subject to tax under these rules. Howavehave not disposed, and have no present plintentt to dispose, of any material assets
acquired in such transactions.

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 taxableddimds paid to you in the following year will be @uatially eligible for treatment as qualified
dividends that are taxed to our noncorporate Lh&eholders at the maximum capital gain rate of {&8fheduled to expire for 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 taxgbber. Upon
the closing of our corporate acquisitions, we sadeeé to the undistributed earnings and profitanif, of the acquired corporate entities. T
we needed to distribute any such earnings andtgmudi 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 undistribeggnings and profits that we inherited
in our corporate acquisitions. Based on these tlons, 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 assurancéhhdRS 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 restdtefamination of the companies we acquirednnsuch 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 propertytbeespplicable shorter periods. These depreciatbedules may vary for properties that we
acquire through tax-free or carryover basis actjors.

We are entitled to depreciation deductimam our facilities only if we are treated for fedkincome 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 purchase éaetttent that the value of a leased property,atithe of purchase, exceeded the purchase
price for that property. While we believe that tfedue of leased property at the time of purchadendt exceed purchase prices, because t
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.
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Taxation of U.S. Shareholders

For noncorporate U.S. shareholders, themmax federal income tax rate for long-term capjiains is generally 15% (scheduled to
increase to 20% for taxable years beginning aftrdbnber 31, 2012) and for most corporate dividéngdsnerally also 15% (scheduled to
increase to ordinary income rates for taxable ybagnning after December 31, 2012). However, beeae are not generally subject to
federal income tax on the portion of our REIT tdrahcome or capital gains distributed to our shalders, dividends on our shares gene
are not eligible for such 15% tax rate on dividemthdle that rate is in effect. As a result, ourinetdy dividends continue to be taxed at the
higher federal income tax rates applicable to @dinncome. However, the favorable federal incomerates for long-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 capigh 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 as §;R8d

4) 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 fedénalome 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 accumudaarnings and profits that we properly designateapital gain dividends generally will
taxed as long-term capital gains, as discussedvhédothe extent they do not exceed our actuatapital gain for the taxable year. However,
corporate shareholders may be required to treta @0% of any capital gain dividend as ordinaryoime under Section 291 of the IRC.

In addition, we may elect to retain netitdain income and treat it as constructivelftrdisited. 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 desgghptoportionate share of our retained net cagdals as though that amount
were distributed and designated a capital gairddiwil;

3) each U.S. shareholder will receive a credit fodiésignated proportionate share of the tax thgpaye

(€] 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 proportionates 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 ttaishion, we will notify our U.S. shareholders loé relevant tax information within 60 days
after the close of the affected taxable year.

As discussed above, for noncorporate th&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@ fhiioperty. If for any taxable year we designatgtabgain dividends for U.S. shareholders,
then a portion of the capital gain dividends wegteste will be
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allocated to the holders of a particular classhafres on a percentage basis equal to the ratieatrhount of the total dividends paid or made
available for the year to the holders of that clafsshares to the total dividends paid or madelai for the year to holders of all classes of
our shares. We will similarly designate the portadrany capital gain dividend that is to be taxesdncorporate U.S. shareholders at the
maximum rates of 15% (scheduled to increase to 0% xable years beginning after December 31, P6L25% so that the designations
will be proportionate among all classes of our shar

Distributions in excess of current or acalated earnings and profits will not be taxablatd.S. shareholder to the extent that they do
not exceed the shareholder's adjusted tax batig ishareholder's shares, but will reduce the bblter's basis in those shares. To the extent
that these excess distributions exceed the adjbstgid of a U.S. shareholder's shares, they wilhdleded 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. shddehanay 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 dunregad those months, and is paid during the
following January, then for federal income tax msgs the dividend will be treated as having beéh paid and received on December 31 of
the prior taxable year. Also, items that are tréaliéferently for regular and alternative minimuaxtpurposes are to be allocated between a
REIT and its shareholders under Treasury regulatidmich are to be prescribed. It is possible thes¢ Treasury regulations will require tax
preference items to be allocated to our shareheldih respect to any accelerated depreciatiortt@rdax preference items that we claim.

A U.S. shareholder will generally recognigen 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 orsloand will be longerm capital gain or loss
the shareholder's holding period in the shareseslecene year. In addition, any loss upon a saéxaiange of our shares held for six months
or less will generally be treated as a long-terpitahloss to the extent of our long-term capitaingdividends during the holding period.

For taxable years beginning after Decenfie2012, U.S. holders who are individuals, estatdsusts 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 ingdgtimcome that is not distributed, in each cagbéaxtent that their total adjusted income
exceeds applicable thresholds.

The IRC imposes a penalty for the failer@toperly 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) $10iamlin any single year or $20 million in any
combination of years in the case of our shareselal C corporation or by a partnership with onlgdZporation partners or (b) $2 million in
any single year or $4 million in any combinatiornyefars in the case of our shares held by any pémnership or an S corporation, trust or
individual, including losses that flow through pdissough entities to individuals. A taxpayer disgs 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 aageable transaction is generally $10,000 in the@dsa natural person and $50,000 in any
other case.

Noncorporate U.S. shareholders who bortavd$ to finance their acquisition of our sharedade limited in the amount of deductions
allowed for the interest paid on the indebtednassrred. 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 theeekiof the
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investor's net investment income. A U.S. sharehtddet investment income will include ordinaryonee dividend distributions received
from us and, if an appropriate election is madéheyshareholder, capital gain dividend distribusiamd qualified dividends received from us;
however, distributions treated as a nontaxablemeasfithe shareholder's basis will not enter i@ ¢omputation of net investment income.

Taxation of Tax-Exempt Shareholders

Subject to the pension-held REIT rulesuised below, our distributions made to shareholthatsare tax-exempt pension plans,
individual retirement accounts, or other qualifytiag-exempt entities should not constitute unreldesiness taxable income, provided that
the shareholder has not financed its acquisitioouofshares with "acquisition indebtedness" withie meaning of the IRC, and provided
further that, consistent with our present interg,d® not hold a residual interest in a real estaitdgage investment conduit.

Tax-exempt pension trusts that own mora tta26 by value of a "pension-held REIT" at any tidueing 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 frioenconduct 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 heldvpership requirement discussed above if the stotdeneficial interests in tl
REIT held by tax-exempt pension trusts were vieagtheld by tax-exempt pension trusts rather thathdiy 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 onemare tax-exempt pension trusts, each owning mane 10% 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 astr we believe that we are not and will not beaspon-held REIT. However, because our
shares are publicly traded, we cannot completefyrobwhether or not we are or will become a pemdield REIT.

Social clubs, voluntary employee benefiioagations, supplemental unemployment benefitdrastl qualified group legal services plans
exempt from federal income taxation under SectsBi{c)(7), (c)(9), (c)(17) and (c)(20) of the IREspectively, are subject to different
unrelated business taxable income rules, whichrgénevill require them to characterize distribut®from a REIT as unrelated business
taxable income. In addition, these prospective stars 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 faidecome taxation of non-U.S. shareholders areptexn 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
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United States federal, state, local, and foreigraas, including any tax return filing and otheporting requirements, with respect to your
investment in our shares.

In general, a non-U.S. shareholder wilkbbject to regular United States federal incomeandke same manner as a U.S. shareholder
with respect to its investment in our shares if theestment is effectively connected with the ndis. shareholder's conduct of a trade or
business in the United States (and, if providedwapplicable 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 Unitethtes federal corporate income tax. The balahttésodiscussion of the United States
federal income taxation of non-U.S. shareholdetse@sbes only those non-U.S. shareholders whosstmeat in our shares is not effectively
connected with the conduct of a trade or busines#isaé 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 capitaldigidend will be treated as an ordinary inconngdend to the extent that it is made out of
current or accumulated earnings and profits. Arithistion of this type will generally be subjectWmited 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 rédgico cash for remittance to the IRS a sufficigaition of the property that the non-U.S.
shareholder would otherwise receive, and the n@-thareholder may bear brokerage or other costhifowithholding 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 extteedon-U.S. shareholder's adjusted basis intmanes, the distributions will give rise to
tax liability if the non-U.S. shareholder would etlvise 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 fin excess of our current and
accumulated earnings and profits.

From time to time, some of our distribuBanay be attributable to the sale or exchange aEdrstates real property interests. However,
capital gain dividends that are received by a noB-dhareholder, as well as dividends attributebteur 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) these dividends are resiwith respect to a class of shares that is "sefyuraded” on a domestic "established
securities market" such as the New York Stock Ergkaor the NYSE, both as defined by applicable3uey regulations, and (2) the non-
U.S. shareholder does not own more than 5% ofcihas of shares at any time during the one-yeanghending on the date of distribution of
the capital gain dividends. If both of these prionis are satisfied, qualifying ndd-S. shareholders will not be subject to withhofd@ither ol
capital gain dividends or on dividends that arglaitable to our sales of United States real prigpeaterests as though those amounts were
effectively connected with a United States tradbuminess, and qualifying non-U.S. shareholdersneil be required to file United States
federal income tax returns or pay branch profitsitarespect of these dividends. Instead, theseeiinvs will be subject to United States
federal

30




Table of Contents

income tax and withholding as ordinary dividendsyently at a 30% tax rate unless reduced by agiplictreaty, as discussed below.
Although there can be no assurance in this regadelieve that our common shares have been ahdewikin "regularly traded" on a
domestic "established securities market" withinrttesaning of applicable Treasury regulations; howewe can provide no assurance that
shares will continue to be "regularly traded" othoanestic "established securities market” in futaseble 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 tagexdnon-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-@tareholder that does not qualify for the
special rule above will be taxed on these amourttseanormal capital gain and other tax rates apple to a U.S. shareholder, subject to any
applicable alternative minimum tax and to a speali@rnative minimum tax in the case of nonresiddien individuals; such a non-U.S.
shareholder will be required to file a United Ssafiederal income tax return reporting these amoewen if applicable withholding is impos
as described below; and such a non-U.S. sharehblaleis also a corporation may owe the 30% brammofits tax under Section 884 of the
IRC in respect of these amounts. We or other agiplicwithholding agents will be required to withthétom distributions to such non-U.S.
shareholders, and remit to the IRS, 35% of the mari amount of any distribution that could be destgd as a capital gain dividend. In
addition, for purposes of this withholding rulewi& designate prior distributions as capital gaudends, then subsequent distributions up to
the amount of the designated prior distributionk lbé treated as capital gain dividends. The amo@iany tax withheld is creditable against
the non-U.S. shareholder's United States fedecahire tax liability, and the non-U.S. shareholdey fila for a refund from the IRS of any
amount of withheld tax in excess of that tax ligpil

A special "wash sale" rule applies to a-tb8. shareholder who owns any class of our shf(gsthe 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 snrdfgard, we believe that our common shares hase dred 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 norJ.S. shareholder that owns more than 5% of eithbecommon shares
any class of our preferred shares. Such ali@&-shareholder will be treated as having madeash sale" of our shares if it (1) disposes c
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 acqusalstantially 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 triggersiased 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
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a percentage basis equal to the ratio of the anafuthe total dividends paid or made availabletfar year to the holders of that class of st
to the total dividends paid or made available f@r year to holders of all classes of our shares.

Tax treaties may reduce the withholdinggailons on our distributions. Under some treati@syever, rates below 30% that are
applicable to ordinary income dividends from Unif&tdtes corporations may not apply to ordinary ineaividends from a REIT or may
apply only if the REIT meets certain additional ditions. You must generally use an applicable IR8W-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 abaveame capital gain dividends corresponds to thérman income tax rate applicable to
corporate non-U.S. shareholders but is higher tharcurrent 15% and 25% maximum rates on capiiakggenerally applicable to
noncorporate non-U.S. shareholders. Treasury réguaalso provide special rules to determine wietfor purposes of determining the
applicability of a tax treaty, our distributionsamon-U.S. shareholder that is an entity shoulttdsted as paid to the entity or to those
owning an interest in that entity, and whethereghsty or its owners are entitled to benefits uritiertax treaty. In the case of any in kind
distributions of property, we or other applicablighlvolding agents will have to collect the amowquired to be withheld by reducing to cash
for remittance to the IRS a sufficient portion bétproperty that the non-U.S. shareholder woulémtfse receive, and the non-U.S.
shareholder may bear brokerage or other costhifomtthholding procedure.

Nonb.S. stockholders should generally be able to teaiunts we designate as retained but construgtilistributed capital gains in t
same manner as actual distributions of capital daiitlends by us. In addition, a non-U.S. stockbolkshould be able to offset as a credit
against its federal income tax liability the projmmate share of the tax paid by us on such rediging constructively distributed capital gains.
A non-U.S. stockholder may file for a refund fronetiRS for the amount that the non-U.S. stockhtddeoportionate share of tax paid by us
exceeds its federal income tax liability on thestauctively distributed capital gains.

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 nafligect 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 intefegeiare a "domestically controlled REIT." A domieally controlled REIT is a REIT in which
at all times during the preceding five-year pefliegs 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 REITwe are not a domestically controlled REIT, afld.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 precedimgyears owned 5% or less by value of that cldshares. In this regard, because the shares
of others may be redeemed, a non-U.S. sharehojslrcentage 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 federahiecmaxation, 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 corporatedd®. shareholder might owe branch profits tax uighction 884 of the IRC. A
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purchaser of our shares from a rldrs. shareholder will not be required to withholdtbe purchase price if the purchased shares guéaréy

traded on an established securities market or iéngea domestically controlled REIT. Otherwisepachaser of our shares from a non-U.S.
shareholder may be required to withhold 10% ofpthechase price paid to the non-U.S. shareholdet@remit the withheld 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% a@&2. Amounts withheld under
backup withholding are generally not an additidaaland may be refunded by the IRS or creditednagélie shareholder's federal income tax
liability. In the case of any in kind distribution$ property by us to a shareholder, we or othetliegble withholding agents will have to
collect any applicable backup withholding by redhgcio cash for remittance to the IRS a sufficiesrtipn of the property that our sharehol
would otherwise receive, and the shareholder may bkerage or other costs for this withholdinggadure.

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 sliares, unless the U.S. shareholder properly eegonit has previously properly executed,
under penalties of perjury an IRS Form W-9 or samisally 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 emaitee exempt category,
it has not been notified by the IRS that it is sabjo backup withholding, or it has been notifilsdthe IRS that it is no longer
subject to backup withholding.

If the U.S. shareholder has not provided and dogépmovide its correct taxpayer identification nuenbn 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 Wifreholder. Unless the U.S. shareholder has is¢tetdlon a properly executed IRS

Form W-9 or substantially similar form that it cosngithin 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 anodwax withheld, if any, will generally be
reported to the non-U.S. shareholder and to the TRE information reporting requirement appliegaelless of whether the non-U.S.
shareholder is subject to withholding on distriba#i on our shares or whether the withholding weaaed or eliminated by an applicable tax
treaty. Also, distributions paid to a non-U.S. gterider 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 withtrapply 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 wibtrapply to proceeds that a non-U.S. shareholdsives upon the sale, exchange,
redemption, retirement or other disposition of shares if the non-U.S. shareholder receives thaszepds through a broker's foreign office.
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Increased reporting obligations are scheditd be imposed on non-United States financigitinons and other non-United States
entities for purposes of identifying accounts ameestments held directly or indirectly by Unitect®s persons. 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. Specificall§0g 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 finaadnstitution undertakes applicable diligence agbrting obligations or (2) the foreign
nonfinancial entity either certifies it does novhany substantial United States owners or fursisthentifying information regarding each
substantial United States owner. In addition, & frayee is a foreign financial institution, it geadly must enter into an agreement with the
United States Treasury that requires, among olfiegs, that it undertake to identify accounts Hatdapplicable United States persons or
United States-owned foreign entities, annually reppecified information about such accounts, aittdheld 30% on payments to
noncertified holders. Pursuant to IRS guidanceyrutegulations will provide that such withholdiagplies only to dividends paid on or after
January 1, 2014, and to other "withholdable paysigimicluding payments of gross proceeds from a sabther disposition of our shares)
made on or after January 1, 2015. If you hold daress through a non-United States intermediarf/you are a non-United States person, we
urge you to consult your own tax advisor regardorgign account tax compliance.

Other Tax Consequences

Our tax treatment and that of our sharedrsldnay be modified by legislative, judicial, ona@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 regulationg] aevised interpretations of established
concepts are issued frequently. Likewise, the ndgarding taxes other than federal income taxasats®m 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, includihgse 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-sharingotiter employee benefit plan subject to Title thad Employee Retirement Income Security Act
of 1974, as amended, or ERISA, must consider whethe

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

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

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

Trustees and other fiduciaries of an ERp#a may incur personal liability for any loss su#fd by the plan on account of a violation of
their fiduciary responsibilities. In addition, teeiduciaries may be subject to a civil penaltyupfto 20% of any amount recovered by the |
on account of a
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violation. Fiduciaries of any IRA, Roth IRA, taxviared account (such as an Archer MSA, Coverdeltation savings account or health
savings account), Keogh Plan or other qualifietlestent plan not subject to Title | of ERISA, omrBRISA plans, should consider that a
plan may only make investments that are authotigetthe appropriate governing instrument.

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

Prohibited Transactions

Fiduciaries of ERISA plans and persons mgkine investment decision for an IRA or other #RISA plan should consider the
application of the prohibited transaction provisia@i ERISA and the IRC in making their investmeatidion. Sales and other transactions
between an ERISA or non-ERISA plan, and persomaelto it, are prohibited transactions. The paldicfacts concerning the sponsorship,
operations and other investments of an ERISA ptamoo-ERISA plan may cause a wide range of othesques to be treated as disqualified
persons or parties in interest with respect ta prohibited transaction, in addition to imposingtgntial personal liability upon fiduciaries of
ERISA plans, may also result in the imposition wfexcise tax under the IRC or a penalty under ERISén the disqualified person or party
in interest with respect to the plan. If the didiigal person who engages in the transaction isnitividual on behalf of whom an IRA or
Roth IRA is maintained or his beneficiary, the IRARoth IRA may lose its tax-exempt status andstsets may be deemed to have been
distributed to the individual in a taxable disttilmm on account of the prohibited transaction, muexcise tax will be imposed. Fiduciaries
considering an investment in our securities shooltsult their own legal advisors as to whetherotivaership of our securities involves a
prohibited transaction.

"Plan Assets" Considerations

The U.S. Department of Labor, which has iaistrative responsibility over ERISA plans as waslnon-ERISA plans, has issued a
regulation defining "plan assets." The regulatiengrally provides that when an ERISA or non-ERIS#nmcquires 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 anritie ERISA plan's or non-ERISA plan's assetsigteboth 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 plsmvestors 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 seguai$ a security that is "widely held,” "freely
transferable" and either part of a class of sdegriegistered under the Exchange Act, or sold uadeffective registration statement under
the Securities Act of 1933, as amended, providedé#turities are registered under the Exchangevifiuin 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. Heweavsecurity will not fail to be "widely held" t@use the number of independent inves
falls below 100
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subsequent to the initial public offering as a lestievents beyond the issuer's control. We belieur common shares have been and will
remain widely held, and we expect the same touredf any class of preferred shares that we mang jdsut 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 tfensr 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 forth representations as to compéanmith any restrictions on
transfer which are among those enumerated in thdaton as not affecting free transferability,limting those described in t
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 assiggnt that is not imposed by the issuer or a peasting on behalf of the issuer.

We believe that the restrictions imposedarrour declaration of trust on the transfer ofskalo not result in the failure of our shares to
be "freely transferable." Furthermore, we belidvwat 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 shareshaillwidely 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 shaséknot 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 plybtifered and our assets will not be deemed ttpken assets” of any ERISA plan or non-
ERISA plan that acquires our shares in a publieraffy.

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 thade immaterial, may also impair our
business operations or financial results. If anthefevents or circumstances described in theviilig risks occurs, our business, financial
condition or results of operations could suffer &meltrading price of our securities could declimeestors and prospective investors should
consider the following risks and the informatiomtned under the heading "Warning Concerning Fohkaoking Statements" before
deciding whether to invest in our securities.
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Risks Related to Our Tenants and Operators
Financial and other difficulties at Five Star couldadversely affect us.

As of December 31, 2011, Five Star pays@pmately 44.6% of our total annualized rentalamz and operates approximately 57.4%
of our assets, at cost (less impairments). Fivel&ta not been consistently profitable since ilee a public company in 2001. Also, while
Five Star has access to a revolving line of criedih a financial institution for $35.0 million matng in March 2013, Five Star has limited
resources and has substantial lease obligatioms amd 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;

. Current general economic conditions may adverdé#gFive Star's operations. For example, tigktdd@rmarket conditions
may make it more expensive for Five Star to actiessvorking capital it requires for its operatioBanilarly, the recent
slowness of the housing market may make it moffecdif for potential residents of our propertieseogited 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 redpceefits or recurring losses;

. Increases in liability insurance costs have ingast 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 unprofitallize Star may default its rent obligations to Additionally, if Five Star were to fail to provide
quality services, our income from these properiay be adversely affected. Further if we were neglio replace Five Star as our tenant,
could result in significant disruptions at the atésl properties and declines in our income and ftagls.

Increases in labor costs at our Managed Communitiemay have a material adverse effect on us.

Wages and employee benefits represeninéisant part of our senior living operating expessincurred by communities leased to our
TRSs. Five Star, our manager of these communi@apetes with other operators of senior living camities and rehabilitation hospitals to
attract and retain qualified personnel respondii¢he day to day operations of each of these conities. The market for qualified nurses,
therapists and other healthcare professionalgtdyncompetitive. Periodic and geographic areatslgas of nurses or other trained personnel
may require Five Star to increase the wages anefibenffered to employees in order to attract eetdin these personnel or to hire more
expensive temporary personnel. Also, Five Star hease to compete with numerous other employersefesdr skilled workers. As we lease
additional communities to our TRSs, our manageéhe$e communities may be required to pay increasegbensation or offer other
incentives to retain key personnel and other engdeyEmployee benefits costs, including employedtthensurance and workers'
compensation insurance costs, have materially &se in recent years. Increasing employee
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health and workers' compensation insurance cosgsmagerially negatively affect our earnings at Managed Communities. We can give no
assurance that labor costs at our Managed Comrasiniill not increase or that any increase will betehed by corresponding increases in
rates charged to residents. Any significant failoye=ive Star to control labor costs or to passuwoyincreased labor costs to residents through
rate increases at our managed senior living contiesréould have a material adverse effect on osmess, financial condition and results of
operations.

Termination of assisted living resident agreementand resident attrition could adversely affect our evenues and earnings at our
Managed Communities.

State regulations governing assisted liiogimunities typically require a written residegteement with each resident. Most of these
regulations also require that each resident haweigiht to terminate these assisted living residgnéements for any reason on reasonable
notice. Consistent with these regulations, mostiess agreements at our Managed Communities akidents to terminate their agreements
on 30 days' notice. Thus, Five Star may be unabt®mtract with assisted living residents to stayidnger periods of time, unlike typical
apartment leasing arrangements that involve legieements with terms of up to a year or longea. lHrge number of residents elected to
terminate their resident agreements at or aroumddme time, our revenues and earnings from ouafyggthCommunities could be materially
and adversely affected. In addition, the advanges af senior living residents at our Managed Conitias mean that the resident turnover
rate in these senior living communities, and assalt the occupancy, is difficult to predict.

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 ofrévenues at these rehabilitation hospitals and
these hospitals may be subject to prospectivetmagtive rate adjustments. For example, duringibviae 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 theimmbursement rates. If Congress enacts the Obamamstmtion's proposal to raise the
60% rule to 75% beginning in federal fiscal yeat 20Five Star's compliance with this rule will beemore difficult. Also, retroactive aud
of Medicare claims submitted by IRFs and other ers are expanding, and CMS is recouping amouaitsfpr services determined by
auditors not to have been medically necessary otortmeet Medicare criteria for coverage as billeige Star may be required to make
substantial repayments to Medicare if the auditaa&e such findings. Unprofitable operations atéhesspitals could jeopardize Five Star's
ability to pay rent to us.

Sunrise's operation of our properties may adverselgffect us.

In March 2003, Marriott International, Inor Marriott, sold its subsidiary, Marriott Seniaring Services, Inc., to Sunrise Senior
Living, Inc., or Sunrise. As of December 31, 20%inrise's annual rent to us for the 14 communittiesases was $32.9 million, or 7.3% of
our total annualized rental income. Sunrise hasmie reported significant losses and Sunrise negpime unable to pay rent due to us. In
December 2011, Sunrise provided notice to us #eeds for 10 of the 14 communities will be ternedagffective December 31, 2013. The
rent under our current leases with Sunrise is gueea by Marriott, which formerly owned the comntigs now operated by Sunrise;
however, Marriott is no longer in the senior livibgsiness. Marriott may be unwilling or unable $sume these operations and may have
declined to permit Sunrise to extend Marriott'srguéee obligations for 10 of the 14 communitiesuténg in Sunrise's termination of such
leases. We and Sunrise may continue to discusisdetiee 10 communities before the scheduled lemgieagions at year end 2013. If the
leases with Sunrise expire and the income from seictal income is not replaced, the reduction in
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overall income will have an adverse effect on nsaddition, if, pursuant to its guarantee, Marrastsumes the operations of any or all of the
14 communities Sunrise leases or if some otherabpeassumes these operations after a Sunriseltdefadter the Sunrise leases terminate,
these operations may deteriorate and the valuarahgestment in these communities may decline rizdhe

Some of our tenants are faced with significant potgial litigation and rising insurance costs that no 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 opesafAlso, in several instances, private litigasidny skilled nursing facility patients, assisted
and independent living facility residents or thaimilies have succeeded in winning very large daregards for alleged neglect. The effect
of this litigation and potential litigation has lme® 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 affectedlibiiy of some of our tenants to obtain
and maintain adequate liability and other insursaroe manage their related risk exposures. In auidit causing some of our tenants to be
unable to fulfill their insurance, indemnificatiamd other obligations to us under their leasesla@e:by potentially exposing us to those ri
these litigation risks and costs could cause sdnegiiotenants to become unable to pay rents dus.to

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

As of December 31, 2011, approximately 9#%ur current NOI from our properties came frorogerties where a majority of the NOI
is derived from private resources, and the remgiBi#b of our NOI from our properties came from pmbies where a majority of the NOI is
dependent upon Medicare and Medicaid programs.a@ipas at most Medicare and Medicaid dependentguti@s currently produce
sufficient cash flow to pay our allocated rentg, dyperations at certain of these properties doExn at properties where less than a majority
of the revenues come from Medicare or Medicaid payts) a reduction in such payments can materidigisely impact profits or result in
losses by our tenants. With the background of thieeot federal budget deficit and other federabyities and continued difficult state fiscal
conditions, there have been numerous recent Il¢igisiand regulatory actions or proposed actionk vaspect to federal Medicare and state
Medicaid rates and federal payments to states fetidhid programs. These actions have included, grathers: the enactment and
implementation of PPACA, which includes provisidghat reduce annual Medicare rate updates duringeReseveral years; recently adopted
Medicare rules that CMS estimates will result imea reduction of approximately 11.1% in aggregatalidare payment rates for SNFs in
federal fiscal year 2012; rules that update Medigabspective payment rates for IRFs; efforts ley@ama Administration and members of
Congress to reduce or slow the growth of Medicad:Medicaid expenditures; federal budget savingasuees pursuant to the BCA, reduced
federal payments to states for Medicaid programstdtions on increases of, or reductions of, skgelicaid rates; and proposals to make
substantial structural changes in the MedicareMedicaid programs. Some of these actions are eggeaotresult in increases in rates that
insufficient to offset increasing costs or in retiies in payments to us and our tenants. We arblena estimate how recent or future
Medicare and Medicaid policy changes or rate chamgk affect us or certain of our tenants. If @andhe extent Medicare or Medicaid rates
are reduced from current levels or if rate increase less than increases in operating costsylit t@ve a material adverse effect on the
ability of some of our tenants to pay rent to us.
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Provisions of the Patient Protection and AffordableCare Act could adversely affect us or our tenantand managers.

PPACA contains insurance changes, paynterges and healthcare delivery systems changewithatfect us, our tenants and
managers. PPACA includes provisions that took éffeéederal fiscal year 2012 that may result inFSihd IRF Medicare payment rates for a
fiscal year being less than for the preceding figear and also reduced various updates for inoftediffecting the current and future federal
fiscal years. PPACA also establishes an Indeperf@ynent Advisory Board to submit legislative pregis to Congress and take other
actions with a goal of reducing Medicare spendiraygh and includes various other provisions affegtviedicare and Medicaid providers,
including enforcement reforms and increased funftindledicare and Medicaid program integrity cohtnitiatives. We are unable to prec
the impact on our tenants of the productivity atijients or other PPACA provisions on future Medigates for SNFs and IRFs and other
providers, or of the insurance, payment, and heafthdelivery systems changes contained in and tieleloped pursuant to PPACA on u
our tenants and managers. Changes to be implemended PPACA resulting in reduced payments forisesvor the failure of Medicare,
Medicaid or insurance payment rates to cover irgingacosts could adversely and materially affetiedability of our tenants to pay rents to
us or the value of our properties.

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 recoverfr@m a recession, which created volatile market@ions, resulted in a decrease in availability
of business credit and led to the insolvency, g acquisition of a number of financial instituts. While the markets currently show signs
of stabilizing, it remains unclear when the econamilyfully recover to pre-recession levels. Contird economic weakness in the U.S.
economy generally or a new recession would likelyeasely affect our financial condition and thabaf tenants, and could impact the abi
of our tenants to pay rent to us.

We are not permitted to operate our properties andve are dependent on the managers and tenants of oproperties.

Because federal income tax laws restridffRENd their subsidiaries from operating seniinti communities, we do not manage our
senior living communities. Instead, we lease oumicwnities to operating companies or to our subs@hiahat qualify as a TRS under
applicable REIT tax laws. We have retained Five &tananage communities that are leased to our TQ&sincome from our properties
may be adversely affected if our tenants or marsaigélrto provide quality services and amenitiesesidents or if they fail to maintain qual
service. While we monitor our tenants' and managerformances, we have limited recourse undeteagses and management agreements if
we believe that the tenants or managers are nfiirpgng adequately. Failure by our tenants or manatp fully perform the duties agreed to
in our leases and management agreements couldsativaffect our results of operations. In additionr tenants and managers manage, and
in some cases own or have invested in, propetescbmpete with our properties, which may resultanflicts of interest. As a result, our
tenants or tenants have, in the past made, andmthg future make, decisions regarding competiog@rties that are not or would not be in
our best interests.
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Risks Related to Our Business

If the ongoing weakness in the U.S. economy conties 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 2011, the U.S. economy expergsigmnificant 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 2011 thatexpected to continue into 2012 and
potentially beyond 2012. For example, the contigumability for seniors to sell their houses h&glly caused some not to relocate to our
senior living properties, discretionary medical exgitures are often deferred during weak economiimgds causing some of our MOB
tenants to reduce their space needs and the aperat our wellness centers may be adversely iragdmt the deteriorating economic
conditions if consumers reduce discretionary spenéhr wellness activities. If the ongoing economigakness in the United States continues
or gets worse, our operating and financial redikédy will decline.

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

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 debtsedtvn our properties and fund acquisitions. Owiless and growth strategies depend, in
part, upon our ability to raise additional capataleasonable costs to repay our debts, investripmperties and fund new acquisitions.
Because of the significant reduction in the pastdtyears in the amount of capital available taresses on a global basis, our ability to raise
reasonably priced capital is not guaranteed; we Ineaynable to raise reasonably priced capital tlsxafireasons related to our business or
for reasons beyond our control, such as marketitons. If we are unable to raise reasonably pricagpital, our business and growth
strategies may fail and we may be unable to re@&iEIT.

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 andiaihge of an investment in our shares:

. Funds borrowed under our revolving credit faciigar 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 oubteur cost of refinancing
our debt when it becomes due and our ability todiatributions.

. An increase in interest rates likely could decrahseamount buyers may be willing to pay for owsgarties, thereby reducing
the market value of our properties and limiting ability to sell properties or to obtain mortgageaficing secured by our
properties.

. We expect to pay regular distributions on our shaf¢hen interest rates on debt investments availabhvestors rise, the

market prices of distribution paying securitiesaftlecline. Accordingly, if interest rates risee tharket price of our shares
may decline.
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Our properties and their operations are subject tacomplex regulations.

Various governmental authorities mandatéaagephysical characteristics of senior housingperties, hospitals, clinics, other health care
facilities and biotech laboratories. Changes is¢h@gulations may require significant expenditutas leases, other than our MOB leases,
and our management agreements generally requir@oants or managers to maintain our propertiesinpliance with applicable laws, and
we try to monitor their compliance. However, ourdats or managers may neglect maintenance of opepies if they suffer financial
distress. Under some of our leases, we have agpdadd capital expenditures in return for rentréases. Our available financial resources or
those of our tenants or managers may be insuftiteefund expenditures required to keep our prégedperating in accordance with
regulations, and if we fund these expenditurestenants' financial resources may be insufficienheet 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 stamls governing operations. Various laws admirgstdry the FDA and other agencies
extensively regulate the operations of our tenatits operate biotech laboratories that develop, rieewre, 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 @drgenior 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, receivership or loss of $isem We, our tenants and managers receive natigestential sanctions and remedies
from time to time, and authorities impose such sans from time to time on our facilities which theperate. If our tenants or managers are
unable to cure deficiencies which have been idextibr which are identified in the future, thesea@ans may be imposed, and if imposed,
may adversely affect our tenants' ability to paytsd¢o us and our ability to identify substitutadats or managers. Federal and state
requirements for change in control of healthcacddifees, including, as applicable, approvals of firoposed operator for licensure, certificate
of need, and Medicare and Medicaid participatioay rmlso limit or delay our ability to identify suligte tenants or managers. If any of our
tenants becomes unable to operate our propertispaty our rents or if any of our managers becommedble to operate our properties
because it has violated government regulation@gment laws, we may have difficulty finding a sutosé tenant or manager and the valu
an affected property may decline materially.

Our acquisitions may not be successful.

Our business strategy contemplates acmprisibf additional properties. We cannot assuretiiatiacquisitions we make will prove to be
successful. We might encounter unanticipated diffies and expenditures relating to any acquiregperties. Newly acquired properties
might require significant management attention thaitild otherwise be devoted to our ongoing businéssmight never realize the
anticipated benefits of our acquisitions. Notwigimting pre-acquisition due diligence, we do noigvel that it is possible to fully understand
a property before it is owned and operated for an
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extended period of time. For example, we could &ecuproperty that contains undisclosed defectiesign or construction. In addition, ai
our acquisition of a property, the market in whilh acquired property is located may experienceparted changes that adversely affect
property's value. The occupancy of propertiesweahacquire may decline during our ownership, amtsréhat are in effect at the time a
property is acquired may decline thereafter. Ao, property operating costs for acquisitions mayigher than we anticipate and
acquisitions of properties may not yield the resunre expect and, if financed using debt or newtgdssuances, may result in shareholder
dilution. For these reasons, among others, ourgstg@cquisitions may cause us to experience losses

We face significant competition and we may be unaélto profit from our Managed Communities.
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 publicly traded and private REITs, numesdinancial institutions, private equity fundsgividuals and public and
private companies who are actively engaged in asiness; 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 properntiay 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

Furthermore, as the owner and manageroMaumaged Communities, our TRSs and Five Star ctenpith numerous other companies
that provide senior living, rehabilitation hospitadd pharmacy services, including home healthaamganies and other real estate based
service providers. Although some states requirtficates of need to develop new skilled nursingliges, there are fewer barriers to
competition for home healthcare or for independemt assisted living services. We cannot provideaamsyrances that our TRSs and Five
will be able to attract a sufficient number of desits to our Managed Communities or that theylvélbble to attract employees and keep
wages and other employee benefits, insurance andtsther operating expenses at levels which Withaour Managed Communities to
compete successfully or to operate profitably.

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 thart 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 estatetineats because some investors believe
these types of investments may be less affectegebgral economic circumstances than most othesimants. These developments could
result in increased competition for investmentgidieinvestment opportunities available to us andelospreads over our cost of our capital,
all of which would limit our ability to grow our lminess and improve our financial results.
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Competition from new facilities may adversely affecsome of our facilities.

Until recently, a large number of new assldiving properties were being developed. In nstates these properties are subject to less
stringent regulations than nursing homes and cenab@ 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 ofébilents attracted to new assisted
living properties were the most profitable nurshgne patients, since they paid higher rates thatidd&l or Medicare would pay and they
required lesser amounts of care. Historically estatjuirements of obtaining certificates of needaweelop 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 competitiveofadhave caused some nursing homes
which we own to decline in value. This decline ncaptinue as assisted living facilities or othereeld care alternatives such as home
healthcare expand their businesses. Each of oantefiace similar risks. These competition risky m@vent our tenants and operators from
maintaining or improving occupancy at our propeitighich may increase the risk of default underleases.

Real estate ownership creates risks and liabilities

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

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

. increased supply of similar properties in our mégke

. 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 mayniresured; and

. costs that may be incurred relating to propertymesiance and repair, and the need to make expesglidue 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 estateubject to risks associated with environmentabhde We may be liable for environmental
hazards at, or migrating from, our properties,udahg those created by prior owners or occupartstieg tenants, abutters or other persons.
Our properties may be subject to environmental fowvsertain hazardous substances used to maititag® properties, such as chemicals
to clean, pesticides and lawn maintenance matedatsfor other conditions, such as the presentewnful mold. Various federal and state
laws impose environmental liabilities upon propemyners, such as us, for any environmental damaggiag on properties they own or
occupy, and we are not assured that we will ndtddd liable for environmental investigation andacleup at, or near, our properties, incluc
environmental damages at sites we own and leasar tienants. As an owner or previous owner of prigewhich contain environmental
hazards, we also may be liable to pay damagesvergmental agencies or third parties for costsdardages they incur arising from
environmental hazards at the properties. Moredtiercosts and damages which may arise from envieatahhazards are often difficult to
project.

The current political debate about climettange has resulted in various treaties, laws egudations which are intended to limit carbon
emissions. We believe these laws being enacted or
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proposed may cause energy costs at our propestiasrease, but we do not expect the direct impatiiese increases to be material to our
results of operations, because the increased eibisés would be the responsibility of our tenaritectly or in large part may be passed
through by us to our tenants as additional leagmpats. Although we do not believe it is likelytire foreseeable future, laws enacted to
mitigate climate change may make some of our ngigliobsolete or cause us to make material invessmeour properties which could
materially and adversely affect our financial caiudi and results of operations.

We have substantial debt obligations and may incuadditional debt.

As of February 17, 2012, we have $1.9dillin debt outstanding, which was 43.1% of ourltbteok capitalization. Our note indenture
and revolving credit facility permit us and our sigharies to incur additional debt, including sesmlidebt. If we default in paying any of our
debts or honoring our debt covenants, it may createor more cross defaults, our debts may beeratetl and we could be forced to
liquidate our assets for less than the values wddu@ceive in a more orderly process.

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 reinsuredrirbgaAIC, and we are currently investigating thesgibilities to expand our relationship
with AIC to other types of insurance. We, RMR, divé other companies to which RMR provides managerervices each own
approximately 14.29% of AIC and we and those o&i€r shareholders participate in a combined insuegrogram designed and reinsure
part by AIC. Our principal reason for investingAiC and for purchasing insurance in these prograns seek to improve our financial
results by obtaining improved insurance coveragésager costs than may be otherwise available torusy participating in any profits which
we may realize as an owner of AIC. These beneffitiahcial results may not occur and we may neddwest additional capital in order to
continue to pursue these results. AIC's businegshias the risks typical of an insurance businesduding the risk that it may be
insufficiently capitalized. Accordingly, our antgzted financial benefits from our business dealimigls AIC may be delayed or not achieved,
and we may experience losses from these dealings.

We rely on information technology in our operations and any material failure, inadequacy, interruption or security failure of that
technology could harm our business.

We rely on information technology netwoeksl systems, including the Internet, to proceassmit and store electronic information,
to manage or support a variety of business prosessguding financial transactions and recordss@eal identifying information, tenant and
lease data. We purchase some of our informatidmtdogy from vendors, on whom our systems deperglrély on commercially available
systems, software, tools and monitoring to progéeurity for processing, transmission and stordgewfidential tenant and other customer
information, such as individually identifiable imfoation, including information relating to finantaccounts. Although we have taken steps
to protect the security of our information systeansl the data maintained in those systems, it isiplesthat our safety and security measures
will not be able to prevent the systems' impropecfioning or damage, or the improper access etafigre of personally identifiable
information such as in the event of cyber attaSleurity breaches, including physical or electrdmi&Eak-ins, computer viruses, attacks by
hackers and similar breaches, can create systeaptians, shutdowns or unauthorized disclosureoafidential information. Any failure to
maintain proper function, security and availabibfyour information systems could interrupt our gti®ns, damage our reputation, subject us
to liability claims or regulatory penalties and tcbhave a material adverse effect on our busirfess)cial condition and results of operatio
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Risks Related to Our Relationshipswith RMR and Five Star
We are dependent upon RMR to manage our business @implement our growth strategy.

We have no employees. Personnel and serthe¢ we require are provided to us under conbg@MR. Our ability to achieve our
business objectives depends on RMR and its abdlitpanage our properties, source and complete nguisitions for us on favorable terms
and to execute our financing strategy. Accordingly, business is dependent upon RMR's businesaatsnits ability to successfully hire,
train, supervise and manage its personnel andilisyao maintain its operating systems. If weddake services provided by RMR or its key
personnel, our business and growth prospects nayndeWe may be unable to duplicate the quality depth of management available to us
by becoming a self managed company or by hiringr@rananager. Also, in the event RMR is unwillimguonable to continue to provide
management services to us, our cost of obtainibgtiute services may be greater than the feesaydRMR, and as a result our expenses
may increase.

Our management structure, our manager's other actiities and our transaction agreements with certain ther entities managed by
RMR may restrict our investing activities, create onflicts of interest or create the perception of aaflicts of interest.

RMR is authorized to follow broad operatangd investment guidelines and, therefore, hasetisa in determining the types of
properties that will be appropriate investmentsu®ras well as making our individual operating aneéstment decisions. Our Board of
Trustees periodically reviews our operating aneégtment guidelines and our individual operatindgvdies and investments, but it does not
review or approve each decision made by RMR orbetalf. In addition, in conducting periodic reviewsrr Board of Trustees relies
primarily on information provided to it by RMR. RMR beneficially owned by our Managing Trustees;rd®ortnoy and Adam Portnoy.

In our management agreements with RMR, ek@ewledge that RMR manages other businessesdinduhree other NYSE-listed
REITs, and is not required to present us with imesit opportunities that RMR determines are withminvestment focus of another
business managed by RMR. RMR has discretion tamete which investment or leasing opportunitiepitesent to us or to other businesses
it manages. We also have agreed with RMR to fiifetr@ny property within the principal investmentiis of another REIT to which RMR
provides management services to such REIT prientering into any sale or other disposition arramget with respect to such property.
Accordingly, we may lose investment opportunitiegsand may compete for tenants with other busisessmaged by RMR.

RMR also acts as the manager for threer guhielicly traded REITs: CWH, which primarily owasd operates commercial office and
industrial buildings and leased industrial land;THIRhich owns hotels and travel centers; and GOMg¢clvowns properties that are majority
leased to government tenants. RMR also providesagenent services to other public and private compamcluding Five Star, our largest
tenant, TA, which operates and franchises travefers, and Sonesta, which operates, manages amtigas hotels. These multiple
responsibilities to public companies and RMR's pthesinesses could create competition for the imeefforts of RMR and Messrs. Barry
Portnoy and Adam Portnoy. Also, RMR's multiple i@sgibilities to us, Five Star and CWH may createeptial conflicts of interest, or the
appearance of such conflicts of interest. Our fatisn agreements with Five Star and CWH haveicgisins on our right to make
investments in properties that are within the itwesnt focus of those other businesses. In additienparticipate with RMR, GOV, HPT,
CWH, Five Star and TA in a combined insurance mogthrough AIC. RMR, GOV, HPT, CWH, Five Star andl flave each invested in A
and all of our Trustees are directors of this comypa

Barry Portnoy is Chairman and an employfeRMR, and Adam Portnoy serves as President andf@&xiecutive Officer and as a
director of RMR. All of the members of our BoardTolistees, including our Independent Trusteesiemmbers of one or more boards of
trustees or directors of
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other companies to which RMR provides managemamicss. All of our executive officers are also extdee officers of RMR, and David J.
Hegarty, our President and Chief Operating Officeeslso a director of RMR. The foregoing indivitkimnay hold equity in or positions with
other companies to which RMR provides managemenmicgs. Such equity ownership and positions byToustees and officers could create,
or appear to create, conflicts of interest witlpezs to matters involving us, RMR and its affiligte

Our management agreements with RMR were negotiateldetween affiliated parties and may not be as favotde 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 mariitesthereof, plus an incentive fee based upomicericreases in our funds from
operations, or FFO, per share, as defined in osinbss management agreement with RMR. We also Py property management fees for
the properties in our MOB portfolio based in pgybo the gross rents we collect from tenants andakeof construction we incur, as defined
in our property management agreement with RMR.nkare information, see "Business—Manager." Our fegngements with RMR could
encourage RMR to advocate acquisitions of properteeundertake unnecessary construction actiwitiés overpay for acquisitions or
construction. These arrangements may also enco®slgeto discourage our sales of properties. Ouragament agreements were
negotiated between affiliated parties, and the ¢eintluding the fees payable to RMR, may not bfaasrable to us as they would have been
were they negotiated on an arm's length basis leetweaffiliated parties.

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. RMR can terminate its nggraent agreements with us if we experience a chafhgantrol. The quality and depth of
management available to us by contracting with R/ not be able to be duplicated by our being fansghaged company or by our
contracting with unrelated third parties, withoohsiderable cost increases. For these reasonmanagement agreements may discourage a
change of control of us, including a change of manthich might result in payment of a premium jaur shares.

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

In the past, in particular following pergdf volatility in the overall market or declinasthe market price of a company's securities,
shareholder litigation, dissident trustee nominatiand dissident proposals have often been ireditagainst companies alleging conflicts of
interest in business dealings with affiliated pessand entities. Our relationship with RMR, witle tither businesses and entities to which
RMR provides management services, with Messrs.yBortnoy and Adam Portnoy and with RMR affiliateay precipitate such activities.
These activities, if instituted against us, cowsult in substantial costs and a diversion of canagement's attention, even if the allegations
are not substantiated.

Our business dealings with Five Star may create cflicts 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 TrusteesBislry Portnoy, serves as a managing directoive Btar. RMR provides
management services to both us and Five Star. Beoémber 31, 2011, our leases with Five Star ateduor 44.6% of our annual rents.
of December 31, 2011, Five Star also managed Jdtrdanng communities which are leased to our T&% managed one independent living
community for our account. In the future, we expect
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to do additional business with Five Star. We baithat our current leases, management contractsthadbusiness dealings with Five Star
were entered on commercially reasonable termstaatdur historical, continuing and increasing bassdealings with Five Star have been
beneficial to both us and Five Star. Our transastiwith Five Star have been approved by our IndépetiTrustees; however, because of the
historical and continuing relationships which wedavith Five Star, each of our historical, contimpand 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.

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 law, may prevent our sharehtders from receiving a takeover premium or implemeiing beneficial changes.

Our declaration of trust prohibits any stenider other than CWH, RMR and their affiliatesnfrowning more than 9.8% of the number
or value of our outstanding shares. This provigibaur declaration of trust is intended to assighwur REIT compliance under the IRC and
otherwise to promote our orderly governance. Howebés 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 law may further
deter persons from attempting to acquire contraisodnd implement changes that may be considerezfibial by some 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;

. shareholder voting rights and standards for thetiele of Trustees and other provisions which regjlarger majorities for
approval of actions which are not approved by auisees than for actions which are approved byToustees;

. 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, and various requirents that must be satisfied in order for, our dhalders to propose nominees
for election as Trustees and propose other bustodss considered at a meeting of our shareholders;

. limitations on the ability of our shareholders ¢onove our Trustees;

. 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 dadrsholder meetings and that shareholders arentitied to act without a
meeting;

. because of our ownership of AIC, we are an inswrdrodding company under applicable state law; atingly, anyone who

intends to solicit proxies for a person to serveras 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 regulatods; an

. the authority of our Board of Trustees to adoptaieramendments to our declaration of trust wittshareholder approval,
including the authority to increase or decreasentitaber of authorized shares, to create new classsies of shares
(including a class or series of shares that coeldydor prevent a transaction or a change in ontrobthat might involve a
premium for our shares or otherwise be in the imstests of our shareholders), to increase or
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decrease the number of shares of any class ossané to classify or reclassify any unissued shfrcen time to time by
setting or changing the preferences, conversiantaer rights, voting powers, restrictions, limitats as to distributions,
qualifications or terms or conditions of redemptadrour shares or any new class or series of sltaeased by our Board of
Trustees.

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 additionalrglseor 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 for @f our shares they own or otherwise effect angkeof our policies.

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

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 curidatyland law, our Trustees and officers will not/aany 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 Trustesdfmer that was established by a final judgmenbe@isig material to the cause
of action adjudicated.

Our declaration of trust and indemnity caats require us to indemnify any present or formestee or officer to the maximum extent
permitted by Maryland law, who is made or threatettebe made a party to a proceeding by reasorsafrther service in that capacity.
However, except with respect to proceedings torerfaghts to indemnification, we will indemnify aperson referenced in the previous
sentence in connection with a proceeding initidteduch person against us only if such proceedirmyihorized by our declaration of trust or
bylaws or by our Board of Trustees or shareholdaraddition, we may be obligated to pay or reinsieuthe expenses incurred by our present
and former Trustees and officers without requildngreliminary determination of their ultimate eletihent to indemnification. As a result, we
and our shareholders may have more limited righsrast our present and former Trustees and offittens might otherwise exist absent the
provisions in our declaration of trust and indemgibntracts or that might exist with other companighich could limit your recourse in the
event of actions not in your best interest.

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 cotgra@y be referred to binding arbitrati
Similarly, our bylaws provide that actions by ohageholders against us or against our Trusteesffindrs, including derivative and class
actions, may be referred to binding arbitration.ad®sult, we and our shareholders would not be talyursue litigation for these disputes in
courts against Five Star, CWH, RMR or our Trusied officers. In addition, the ability to colledt@neys' fees or other damages may be
limited in the arbitration, which may discouragtmateys from agreeing to represent parties wistongpmmence such a proceeding.

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

Our Board of Trustees determines our of@rat and investment policies and may amend oiseegur policies, including our policies
with respect to our intention to qualify for taxatias a REIT, acquisitions, dispositions, growferations, indebtedness, capitalization and
distributions or approve
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transactions that deviate from these policies, auitta vote of, or notice to, our shareholders.dyathanges could adversely affect the market
value of our shares and our ability to make distitns to you.

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 viahiicere are only limited judicial and administratimterpretations. We believe that we have
been organized and have operated, and will contmbe organized and to operate, in a manner tradifigd and will continue to qualify us
to be taxed under the IRC as a REIT. However, weaibbe certain that, upon review or audit, the WRIBagree with this conclusion.
Furthermore, there is no guarantee that the federadrnment will not someday eliminate REITs untier|IRC.

Maintaining our status as a REIT will reguiis to continue to satisfy certain tests conogrramong other things, the nature of our
assets, the sources of our income and the amowntkstvibute to shareholders. In order to meetehequirements, it may be necessary for us
to sell or forego attractive investments. If weseeto be a REIT, then our ability to raise capitaght be adversely affected, we will be in
breach under our revolving credit facility, we ntsy subject to material amounts of federal and stateme taxes and the value of our
securities likely would decline. In addition, if i@se or revoke our tax status as a REIT for altlexgear, we will generally be prevented fi
requalifying as a REIT for the next four taxablasse

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

The maximum tax rate for dividends paydiyld).S. corporations to individual stockholderd ¥4% through 2012. Distributions paid by
REITs, however, generally are not eligible for tteduced rate. The more favorable rates for cotpat@idends may cause investors to
perceive that investment in REITs is less attracthan investment in non-REIT entities that payd#imds, 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 adversdifected if any of the risks described herein orcur

. our payment of distributions is subject to compdiamvith restrictions contained in our revolvingditdacility and our note
indenture; and

. any distributions are made at the discretion ofagrd of Trustees and will depend upon varioutofachat our Board of
Trustees deems relevant, including our cash avaifab distribution, our financial condition, ougsults from operations, our
capital requirements, our FFO, economic conditams restrictions under Maryland law and maintenariaar REIT status.
There are no assurances of our ability to payildigions or regarding the form of distributionstive future. In addition, our
distributions in the past have included, and mahéfuture include, a return of capital.

For these reasons, among others, our dastbdtion rate may decline or we may cease makisgibutions.

50




Table of Contents
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 substantially all of our properties owned by, subsidiaries. Consequently, our
ability to pay debt service on our outstanding e@tad any notes we issue in the future will be ddpet upon the cash flow of our
subsidiaries and payments by those subsidiarias &s dividends or otherwise. Our subsidiarieseparate legal entities and have their own
liabilities. Payments due on our outstanding nadesl, any notes we may issue, are, or will be, gffely subordinated to liabilities of our
subsidiaries, including guaranty liabilities. Ma$tour subsidiaries have guaranteed our revolvieditfacility; none of our subsidiaries
guaranty our outstanding notes. In addition, aSetifruary 17, 2012, our subsidiaries had $847.1anibf secured debt. Our outstanding n
are, and any notes we may issue will be, effegtisabordinated to any secured debt with regarditaesets pledged to secure those 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 or repaylebt owing to them at their principal amount phesrued 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 datesefadly, 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 performarrcgrospects, 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@aipital markets and increase our cost of
capital, including the interest rate and fees pkeyahder our revolving credit facility.

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

At December 31, 2011, we had real estatesitments totaling $4.7 billion, at undepreciatest cafter impairment write downs, in 369
properties. At December 31, 2011, 81 propertieb et aggregate cost of $1.3 billion were mortgaweslibject to capital lease obligations
totaling $861.6 million.

The following table summarizes some infatioraabout our properties as of December 31, 281l Hollar amounts are in thousands.

Number of Undepreciated Net Book

Location of Properties by State Properties Carrying Value Value

Alabama 5 $ 29,48: $ 25,69¢
Arizona 10 122,88t 93,01«
California 25 622,61: 562,61
Colorado 9 44 53 28,70¢
Connecticu 2 9,44( 9,22¢
Delaware 6 89,41: 70,86¢
Florida 29 585,27 496,55¢
Georgia 18 180,68 165,90:
lllinois 7 112,35: 94,697
Indiana 12 126,33 112,72(
lowa 6 14,22: 8,51(
Kansas 4 56,55: 46,31°
Kentucky 9 94,43¢ 67,56¢
Maryland 14 289,79! 255,00¢
Massachusett 22 245,30¢ 211,05:
Michigan 5 16,83¢ 13,06:
Minnesota 7 89,84: 82,87¢
Mississippi 2 13,04: 11,41
Missouri 1 2,45k 1,51:
Nebraske 13 61,61" 51,48¢
Nevada 1 52,12: 52,067
New Hampshire 1 23,65¢ 23,15:
New Jerse) 4 108,58: 95,57
New Mexico 10 106,66: 95,70¢
New York 6 102,46¢ 97,557
North Caroling 13 146,08! 138,95
Ohio 4 47,49¢ 36,63(
Oklahoma 4 28,33¢ 26,79:
Pennsylvani: 22 190,66¢ 159,85«
Rhode Islanc 1 10,59¢ 9,70¢
South Carolin: 19 116,36 105,71
South Dakotz 3 7,58¢ 3,91¢
Tennesse 10 49,39: 40,85¢
Texas 20 365,98t 311,10(
Virginia 19 219,05¢ 180,69¢
Washingtor 1 5,19: 2,67¢
Washington, D.C. 2 62,71¢ 60,27(
Wisconsin 21 263,23( 236,95:
Wyoming 2 8,251 4,35z
Total 36 $ 4,721,59. $4,091,33i

Of the properties listed above, 249 aréssdiving communities, two are rehabilitation hdsgs, 108 are MOBs and 10 are wellness
centers.

Item 3. Legal Proceedings.
None.
Item 4. Mine Safety Disclosures.

Not applicable
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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 in theENE€8mposite Transactions reports:

High Low
2010
First Quartel $ 2257 $ 19.5¢
Second Quarte 23.3¢ 19.2¢
Third Quartel 24.51 19.31
Fourth Quarte 25.2¢ 20.4:
2011
First Quarte! $ 2466 $ 21.2¢
Second Quarte 24.5( 22.5¢
Third Quartel 24.6¢4 19.0¢
Fourth Quarte 23.22 20.17

The closing price of our common shareshenNYSE on February 16, 2012 was $21.99 per share.

As of February 15, 2012, there were appnaely 2,130 shareholders of record, and we estithait as of such date there were in ex
of 76,500 beneficial 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

2011 2010
First Quarte! $ 037 $ 0.3¢
Second Quarte 0.37 0.3¢
Third Quartel 0.3¢ 0.37
Fourth Quarte 0.3¢ 0.37

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,
Normalized FFO, cash available for distributiomaficial condition, capital market conditions, groywtospects and other factors which
Board of Trustees deems relevant.

Item 6. Selected Financial Data.

The following table sets forth selectedafinial data for the periods and dates indicatechzowative 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 accompamatgs included in this Annual Report on Form 1@kKllars are in thousands, except per
share information.

2011 2010 2009 2008 2007
Income Statement Data:
Rental income $ 422,16¢ $ 340,11 $ 297,39¢ $ 233,43t $ 186,16
Residents fees and
services?) 27,85 — — — —
Net income@® 151,41¢ 116,48! 109,71t 106,51: 85,30¢
Common distributions
declared? 232,84¢ 191,38" 177,23¢ 153,46 117,21!
Weighted average share
outstanding 149,57" 128,009: 121,86 105,15 83,16¢
Per Common Share
Data:
Net income?® $ 1.01 $ 091 $ 0.9C $ 1.01 $ 1.07
Cash distributions
declared to commor
shareholder&) 1.5C 1.4¢ 1.4¢ 1.4C 1.3¢

Balance Sheet Data:
Real estate properties, a

undepreciated cost, ne

of impairment losse $ 4,721,59. $ 3,761,71: $ 3,317,98° $ 2,807,251 $ 1,940,34
Total asset 4,383,04 3,392,65! 2,987,92i 2,496,87. 1,701,89.
Total indebtednes 1,827,38! 1,204,89 1,042,21! 730,43: 426,85
Total shareholders' equi 2,472,601 2,127,97 1,900,65! 1,731,35! 1,249,411

(1) We earn our residents fees and services primayifyroviding housing and services to our resideéis.recognize
residents fees and services as services are pcoidase agreements with residents generally hésereof one year
and are cancelable by the residents with 30 dayEem

(2) Includes an impairment of assets charge of $2.00mi{$0.01 per share) and loss on early extinguisfit of debt of
$427,000 (less than $0.01 per share) in 2011. dleslan impairment of assets charge of $6.0 mi{k@n05 per share)
and loss on early extinguishment of debt of $2.Mioni ($0.02 per share) in 2010. Includes an impaint of assets
charge of $15.5 million ($0.13 per share) in 2d@8ludes an impairment of assets charge of $8.4omi{$0.08 per
share) in 2008. Includes an impairment of asseisgehof $1.4 million ($0.02 per share) and losgaity
extinguishment of debt of $2.0 million ($0.02 pkare) in 2007.

(3) Includes a gain on sale of properties of $21.3ioml($0.14 per share), $109,000 (less than $0.0%hmae), $397,000
(less than $0.01 per share) and $266,000 (lesshthad per share) in 2011, 2010, 2009 and 200Bectively.

4 On January 4, 2012, we declared a distribution0a3% per share, or $61.8 million, to be paid to swn shareholders
record on January 17, 2012. This distribution waisl pn February 9, 201
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Item 7. Management's Discussion and Analysis &inancial Condition and Results of Operations.

The following discussion should be readanjunction with our consolidated financial statemtseand notes thereto included in this
Annual Report on Form 10-K.

PORTFOLIO OVERVIEW

The following tables present an overviewoof portfolio (dollars in thousands except peinigvunit/bed or square foot data):

Investment

per
Nu_mber of Investment Unlg:Bed
Nur(')nfber Umtz/rBeds Carrying % of Square 2011 NOI % of

(As of December 31, 2011) Properties Square Feet value®™ |nvestment Foot® ®) 2011 NOI
Facility Type
Independent living

communities? 56 14,16 $1,638,26: 34.7% $115,67:$117,40: 30.9%
Assisted living

communities? 14t 10,49: 1,217,44! 25.8%$116,04" 101,95¢ 26.8%
Skilled nursing facilitie$® 48 5,02¢ 205,15!  4.3%$ 40,83t 19,18 5.0%
Rehabilitation hospital 2 364 70,79: 1.5%$194,48: 10,36: 2.7%
Wellness center 10 812,00(sq.ft 180,01° 3.8%$% 22z 17,708 4.6%
MOBs 10¢ 7,630,00isq. ft 1,409,91! 29.9%$ 18t 114,44. 30.0%
Total 36¢ $4,721,59. 100.0% $381,05( 100.0%
Tenant/Operator/Manage

Properties
Five Star (Lease No. : 89 6,53¢ $ 672,90 14.2%$102,90t$ 55,73. 14.7%
Five Star (Lease No. ! 48 6,14( 556,60¢ 11.8%$ 90,65: 52,35/ 13.7%
Five Star (Lease No. : 28 5,61¢ 650,21¢ 13.8%$115,73¢ 63,71¢ 16.8%
Five Star (Lease No. « 25 2,61« 270,99. 5.7%$103,66¢ 23,61. 6.2%
Sunrise/Marriotf®) 14 4,091 325,16¢ 6.9%$ 79,48 32,87. 8.6%
Brookdale 18 894 61,12 1.3%$ 68,36¢ 8,64F 2.3%
5 private companies

(combined) 7 95¢ 36,087 0.8%$ 37,63( 5,73C 1.5%
TRS Manage® 22 3,181 558,56 11.8%$175,26: 6,25( 1.6%
Wellness center 10 812,00(sqg.ft 180,01° 3.8%$% 22z 17,708 4.6%
Multi-tenant MOB:¢ 10¢ 7,630,00isq. ft 1,409,91! 29.9%$ 18t 114,44. 30.0%
Total 36¢ $4,721,59. 100.0% $381,05( 100.0%
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Tenant/Managed Properties Operating Statisticé”)

Rent Coverage Occupancy
2011 2010 2011 2010
Five Star (Lease No. : 1.23» 1.28» 84.3% 87.3%
Five Star (Lease No. : 1.42x 1.34» 82.2% 81.7%
Five Star (Lease No. « 1.48» 1.51» 86.2% 87.9%
Five Star (Lease No. « 1.13» 1.09» 84.2% 83.4%
Sunrise/Marriotf® 1.60» 1.35) 89.6% 89.6%
Brookdale 2.23x 2.18» 92.1% 92.8%
5 private companies (combine 2.75x 2.21» 84.0% 83.6%
TRS Managed® NA NA 84.2% NA
Wellness centet 2.14x 2.18» 100.0% 100.0%
Multi-tenant MOBs®) NA NA 95.9% 97.0%

(1) Amounts are before depreciation, but after impaimwerite downs, if any.

(2 Represents investment carrying value divided byntiraber of living units, beds or leased squaredé&ecember 31,
2011.

3) NOI is defined and calculated by reportable segraadtreconciled to net income below in this Item 7.

4 Senior living properties are categorized by thetgpliving units or beds which constitute a majoudf the living units
or beds at the property.

(5) Marriott guarantees this lease.
(6) These 22 senior living communities acquired since X011 are leased to our TRSs and managed bySEve

@) Operating data for TRS managed properties are presérom the date of acquisitions through Decendde2011 and
operating data for multi-tenant MOBs are preseatedf December 31, 2011 and 2010; operating dattler
properties and tenants are presented based upopéhating results provided by our tenants forltAenonths ended
September 30, 2011 and 2010, or the most recemt meriod for which tenant operating results arailable to us. Rent
coverage is calculated as operating cash flow fmamtenants' operations of our properties, befobmslinated charges,
divided by minimum rents payable to us. We haveimd¢pendently verified our tenants' operating dékte table
excludes data for periods prior to our ownershiparhe of these properties.

(8) Our MOB leases include both triple-net leases wharaddition to paying fixed rents, the tenantsuase the obligation
to operate and maintain the properties at theieege, and some net and modified gross leases wieesiee responsible
to operate and maintain the properties and we ehamants for some or all of the property operatiogfs. A small
percentage of our MOB leases are so-called "fullise" leases where we receive fixed rent fromteaants and no
reimbursement for our property operating cc

We have two reportable operating segméitshort term and long term residential care comities that offer dining for residents and
(i) properties where medical related activitieswcbut where residential overnight stays or dirgéegvices are not provided, or MOBs.
Properties in the short term and long term residecére communities segment include leased anggeghindependent living communities,
assisted living communities, skilled nursing fdi@é and rehabilitation hospitals. We earn remtebime revenues from the tenants of our
leased communities and we earn
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fees and services revenues from the residentsrdflanaged Communities. We acquired our Managed Qamities beginning in June 2011.
Properties in the MOB segment include those letseaedical providers or medical related businesdscs and biotech laboratory tenants.
The "All Other Operations" category in the followitable includes amounts related to corporate kssiactivities and the operating result
certain properties that offer fitness, wellness spa services to members.

Short and Long Term Residential Care Communities.

The following chart presents a summarywftople-net senior living property leases as etcBmber 31, 2011 (dollars in thousands).
This summary should be read in conjunction withrttere detailed description of our leases set foetfow.

Undepreciated Net Book Ang;ﬁi;ed
Number of Carrying Value Value of Lease Renewal
Tenant Properties  Units/Beds of Properties Properties Income () Expiration Options
Five Star Quality
Care, Inc. 2 for 15 years
(Lease No. 1§?) 89 6,53¢ $ 672,90 $ 587,06t $ 57,21¢ 12/31/2¢ each.
Five Star Quality
Care, Inc. 2 for 10 years
(Lease No. 2 48 6,14( 556,60! 431,34¢ 54,15¢ 6/30/2¢ each.
Five Star Quality
Care, Inc. 2 for 15 years
(Lease No. 3§%) 28 5,61¢ 650,211 505,21« 64,610 12/31/2¢ each.
Five Star Quality
Care, Inc.

2 for 15 years
(Lease No. 4§ 25 2,612 270,99 229,33 24,10: 4/30/17 each.
Sunrise Senior
Living, Inc./Marri

International, Inc 4 for 5 years

® 14 4,091 325,16 196,97; 32,85¢  12/31/1: each.
Brookdale Senior 2 for 15 years
Living, Inc. 18 894 61,12: 47,15( 8,63¢ 12/31/1° each.
ABE Briarwood
Corp 1 14C 15,59¢ 5,36¢ 937 12/31/1¢ None.
HealthQuest, Inc 3 361 7,58¢ 3,91: 1,31¢ 6/30/21 1 for 10 years
Covenant
Care, LLC 1 18C 3,50z 1,95¢ 1,167 9/30/1% 1 for 15 years
Evergreen
Washington
Healthcare, LLC 1 102 5,197 2,67¢ 93C 12/31/1¢ 1 for 10 years
The Maclintosh
Company 1 17¢ 4,20¢ 2,62 59¢ 6/30/1¢ 1 for 10 years
Totals 22¢ 26,85f $ 2,573,091 $ 2,013,62. $  246,53¢
1) Annualized rental income is rents pursuant to sigeeses as of December 31, 2011. Includes pegenéat totaling $11.3 million based on increasegross
revenues at certain properties.
) Lease No. 1 is comprised of five separate leasms. 6f these five leases exist to accommodate autgage obligations in effect at the time we acegiithe
properties; we have agreed with the tenants to auerdll five of these leases into one lease whesghmortgage financings are paid.
3) Lease No. 3 exists to accommodate certain mortfjagecing by us.
(4) Lease No. 4 is comprised of three separate le@isesof these three leases exist to accommodatenotigage obligations in effect at the time we ageplithe

properties; we have agreed with the tenants to auerddl three of these leases into one lease wiesetmortgage financings are paid.

(5) These properties are leased to Sunrise; this leagearanteed by Marriott.

57




Table of Contents

Five Star Quality Care, Inc. We lease 188 senior living communities and talmabilitation hospitals to Five Star for annuaitref
$200.1 million, including percentage rent basednaneases in gross revenues at certain propefi#e9 (illion in 2011). Substantially all of
the revenues at most of these senior living comtimsnare paid to Five Star by residents from thdirate resources. Five Star pays
percentage rent equal to 4% of the increase irsgmgenues at 181 of the 188 senior living comnmesibver base year gross revenues as
specified in the lease terms and pays no perceméagat the two rehabilitation hospitals.

Lease No. 1 (comprised of five separatedspexpires in 2024 and includes 89 communitiesuding independent living communities,
assisted living communities and skilled nursingliées, of which 29 secure mortgage debt payabltird parties. At December 31, 2011,
annual rent for Lease No. 1 was $57.2 million,udahg percentage rent of $1.2 million.

Lease No. 2 expires in 2026 and includesatBmunities including independent living commuastiassisted living communities, skilled
nursing facilities and two rehabilitation hospitadd December 31, 2011, the annual rent for LeageZNvas $54.2 million, including
percentage rent of $1.6 million.

Lease No. 3 expires in 2028 and includes@Bmunities, including independent living and stesl living communities, all of which
secure mortgage debt payable to FNMA. At DecemeR@11, the annual rent for Lease No. 3 was $@llbn, including percentage rent
of $1.7 million.

Lease No. 4 (comprised of three separate expires in 2017 and includes 25 communitiekjding independent living communitie
assisted living communities and skilled nursinglitees, of which one secures mortgage debt paytbtevo third parties. At December 31,
2011, the annual rent for Lease No. 4 was $24.tlomjlincluding percentage rent of $384,000.

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. We lease 14 communities to Sunrise Senior bGigervices, Inc., or SLS, a subsidiary of Suntise until
2003 was owned by Marriott. These communities @asdd through 2013. At December 31, 2011, the &nenisfor this lease was
$32.9 million, including percentage rent of $4.8liom based on increases in gross revenues at ttesmunities. Marriott continues to
guarantee the rent due to us for these 14 comreané@ased to SLS. In December 2011, SLS notifigtiatst will extend the leases on four
these communities for the first extension termt Marriott will continue to guarantee these founmounities in the extension term and that
they will terminate the leases for the other 10 camities effective December 31, 2013.

Brookdale Senior Living, Inc. We lease 18 assisted living communities tobsigliary of Brookdale Senior Living, Inc., or Braike,
until 2017. At December 31, 2011, the annual rentliis lease was $8.6 million per year, includi@gcentage rent of $1.6 million based on
increases in gross revenues at these communigssdéhts pay a large majority of the revenuesestetttommunities from their private
resources. Brookdale guarantees this rent to us.

ABE Briarwood Corp. We lease one skilled nursing facility in Cartmurg), PA to a subsidiary of ABE Briarwood Corppréavately
owned company, for $937,000 of annual rent untit&meber 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.daa secured by a security deposit of $600,000.
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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 @021. The lease is guaranteed by the individihalreholder of HealthQuest, Inc. The
rent payable to us is approximately $1.3 million pear and will increase at agreed times durindehee term.

Covenant Care, LLC. We lease one skilled nursing facility in Fres@a to a subsidiary of Covenant Care, LLC, a palyaowned
company, for $1.2 million of annual rent until 20T%e rent is scheduled to increase at agreed ftilmesg the lease term. Covenant
Care, LLC guarantees the lease and has securdigation with a security deposit of $900,000.

Evergreen Washington Healthcare, LLCWe lease one skilled nursing facility in Segtth/A 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 termgeeen Washington Healthcare, LLC guarantees ¢laisd and its lease obligations are
secured by a security deposit of $385,000.

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

We also lease 22 senior living communitigth 3,187 living units that we have acquired sidoee 2011 to our TRSs. These 22
communities are all managed by Five Star under teng contracts. These communities had an undegtesccarrying value of
$558.6 million and a net book value of $556.0 rorliat December 31, 2011. We derive our revenuteaé Managed Communities
primarily from services to residents and we reaertenues when services are provided. Our shateeafdt operating results of our Managed
Communities in excess of the minimum returns dugstaor additional returns, are generally deterchimenually. We recognize additional
returns due to us under our management agreentergaraend when all contingencies are met andrb@me is earned. We had no additic
returns in 2011. Under the Management ContractthioManaged Communities, Five Star will be paidamagement fee equal to 3% of the
Gross Revenues, as defined in the Management @tsytraalized at the Managed Communities, plusieentive fee equal to 35% of the Net
Operating Income, as defined in the Managementr@aist after payment to us of an agreed upon mimimeturn equal to 8% of Invested
Capital, as defined in the Management Contracts. Mlanagement Contracts have an initial term of&dry, and Five Star has options of two
consecutive renewal terms of 15 years each to éxdtnbut not less than all, of the Managementt@mts. All of our Management Contracts
with Five Star have been made subject to a poagrgement we entered with Five Star in connectiitin the communities we agreed to
acquire in March 2011 referred to above, excepafoommunity Five Star manages for our accountdhbtincludes independent living
apartments. Communities with only independent vapartments will be subject to a separate poagrgement. Under the pooling
agreement currently in effect, determinations etfand expenses of the various communities thatudject to the applicable pooled
Management Contracts are aggregated, includingrditation of our return of our invested capital dfide Star's incentive fees. Under the
pooling agreements, Five Star has a limited rightejuire underperforming facilities subject to Management Contracts to be sold, and
after December 31, 2017, we have the right undeptioling agreements to terminate all, but nottleas all, the Management Contracts il
do not receive our minimum return in each of thzeasecutive years, subject to certain cure righfismay also terminate the Management
Contracts after January 15, 2015 in our discretipon payment of a specified termination fee atlikeiparty may terminate the Managen
Contracts upon the occurrence of certain changemtfol events.
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Properties Leased to Medical Providers or Mediadaid Businesses, Clinics and Biotech Laboratemnahts (MOBS).

At December 31, 2011, we owned 108 muliate MOBs located in 22 states and Washington, Dh@se properties range in size from
1,700 to 256,000 square feet and have a totabofillion square feet. These leases have curremistexpiring between 2012 and 2034, plus
renewal options in some cases. The annual renbp@t@us by tenants of these 108 MOBs is $184llfomiper year, including some
scheduled increases and reimbursements of cepairaiing and tax expenses and excluding lease aatogtization.

During the year ended December 31, 2011sigreed MOB lease renewals for 534,062 squareafeginew leases for 41,047 square feet,
at weighted average rental rates that were 3.3@bednts previously charged for the same spacdu@ixg one lease renewal with 95,010
square feet that converted from a gross leasdriple-net lease during 2011, the weighted averagéal rates would have been 6.7% above
rents previously charged for the same space). Tleases have average rent of $22.48 per squaré¢ehordtiding the property that converted
from a gross lease to a triple-net lease, the gearent would have been $24.28 per square fooBrage lease terms for leases signed during
2011 were 6.1 years. Commitments for tenant imprmrg and leasing costs for leases signed during 2idled $6.1 million, or $10.66 per
square foot on average (approximately $1.74 pearsgioot per year of the lease term).

The following chart presents a summarywfMOB properties by state as of December 31, Z8allars in thousands).

% of Total

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

State Properties Sq. Ft. of Properties Properties Income (1) Income 1)
Arizona 2 222,77 % 18,22( $ 18,01 $ 3,31 1.8%
California 9 820,77¢ 387,18: 375,57¢ 43,57: 23.7%
Colorada 1 14,69¢ 3,845 3,69¢ 737 0.4%
Connecticu 2 96,96 9,44( 9,22¢ 1,26¢ 0.7%
Florida 7 204,78 35,73 34,79¢ 3,771 2.0%
Georgia 3 184,89¢ 32,65¢ 31,73( 3,76¢ 2.0%
lllinois 3 262,83t 39,34 38,87: 6,43¢ 3.5%
Indiana 1 94,23¢ 6,03¢ 6,02¢ 2,47¢ 1.3%
Maryland 1 41,79¢ 7,04 6,661 753 0.4%
Massachuseti 19 849,41. 143,22¢ 135,81 20,10( 11.0%
Minnesota 4 298,86( 34,01: 33,37¢ 4,99¢ 2. 7%
New Hampshire 1 210,87¢ 23,65¢ 23,15 2,851 1.5%
New Mexico 6 615,58 43,48( 42,63t 8,57: 4.6%
New York 6 597,17 102,46¢ 97,55 17,31¢ 9.4%
Ohio 2 232,01¢ 5,56¢ 5,492 967 0.5%
Oklahoma 4 210,34 28,33¢ 26,79. 2,81¢ 1.5%
Pennsylvani: 9 833,89¢ 74,90: 72,18: 11,44: 6.2%
Rhode Islanc 1 62,00( 10,59¢ 9,70¢ 1,43¢ 0.8%
South Caroling 3 218,69 15,54: 15,30: 3,65¢ 2.0%
Texas 7 476,77" 105,20( 98,73: 12,90! 7.0%
Virginia 5 226,93 51,70( 49,64¢ 5,20( 2.8%
Washington,

D.C 2 210,56 62,71¢ 60,27( 9,447 5.1%
Wisconsin 10 643,49¢ 169,00( 160,13t 16,89¢ 9.1%
Totals 10¢ 7,630,40. $ 1,409,91' $1,355,39: $ 184,70: 100.0%

(1) Annualized rental income is rents pursuant to sigeases as of December 31, 2011, including expeisdursements
for certain net and modified gross leases and dkujulease value amortizatic
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The following chart presents a summarywfMOB tenants that represent 1% or more of tot@Bvannualized rental income as of
December 31, 2011 (dollars in thousands).

% of Total

MOB
Annualized Annualized
Sq. Ft. % of Total MOB Rental Rental Lease
Tenant Leased Sq. Ft. Leased Income ) Income ) Expiration
Aurora Health Care, Inc 643,49¢ 8.8% $ 16,89¢ 9.1% 2024
The Scripps Research

Institute 164,09: 2.2% 10,25¢ 5.6% 2019
Cedars-Sinai Medical

Center 111,28: 1.5% 9,56 5.2% 2012- 2017
Reliant Medical Group,

Inc. 381,28 5.2% 7,59¢ 4.1% 2019
Covidien PLC 315,20: 4.3% 5,721 3.1% 2017
Abbott Laboratorie: 197,97¢ 2.7% 4,445 2.4% 2017
Presbyterian Healthca 316,87 4.3% 4,31¢ 2.3% 2014- 2015
Columbia/HCA/St. David

Health 117,35¢ 1.6% 4,311 2.3% 2015- 2020
Health Insurance Plan of

GNY 121,50( 1.7% 4,07¢ 2.2% 2015 & 203«
Children's Hospita 83,02 1.1% 3,65t 2.0% 2028
Boston Scientific

Corporation 169,66¢ 2.3% 3,64( 2.0% 2013
WellPoint, Inc. 210,87¢ 2.9% 2,857 1.5% 2014
Oklahoma City Clinic 210,34¢ 2.9% 2,81¢ 1.5% 2016
Hematology-Oncology

Association of NY 65,85 0.9% 2,27¢ 1.2% 2023
Stryker Corporatiol 122,09: 1.7% 2,24¢ 1.2% 2020
Quest Diagnostics

Incorporatec 125,95¢ 1.7% 2,06¢ 1.1% 2013-2016
Boeing Compan 94,52 1.3% 1,95: 1.1% 2012
Emory Healthcare, Inc 109,03: 1.5% 1,93 1.0%4 2017-2020
WuXi PharmaTech

(Cayman) Inc. 82,85¢ 1.1% 1,89¢ 1.0% 2019
Winthrop University

Hospital 47,59! 0.7% 1,83¢ 1.0% 2015-2021
All other MOB tenant: 3,629,54. 49.6% 90,34+ 49.1% 2012- 2034
Totals 7,320,42 100.0% $ 184,70: 100.0%

(1) Annualized rental income is rents pursuant to sigeases as of December 31, 2011, including expeisdursements
for certain net and modified gross leases and dxkuijulease value amortizatic
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Wellness Centers (included in our "All Other Opimas" segment).

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

Undepreciated Net Book Anggﬁ{:led
Number of Carrying Value Value of Lease Renewal
Tenant Properties Sq. Ft. of Properties Properties Income () Expiration Options
Starmark
Holdings, LI 3 for
(Wellbridge' 10 year
@ 3 129500 $ 32,43t $ 29,36¢ $ 3,01F  2/28/2¢ each.
Starmark
Holdings, LI 3 for
(Wellbridge' 10 year
@ 1 38,50( 11,20¢ 10,53¢ 83z  2/28/2: each.
Starmark
Holdings, LI 3 for
(Wellbridge' 10 year
@ 2 186,00 36,36« 33,70: 3,13¢  11/30/2¢ each.
Life Time 6 for
Fitness, Inc 5 years
@ 4 458,00 100,00¢ 92,73« 10,55(  8/31/2¢ each.
Totals 10 812,000 $ 180,01 $ 166,34: $ 17,53¢

(1) Annualized rental income is rents pursuant to sigeases as of December 31, 2011, excluding lezlse amortization.

(2)  These properties are leased to subsidiaries ofasnduaranteed by, Starmark Holdings, LLC, orrBtek, under three
separate leases.

(3)  These properties are leased to a subsidiary ofasnduaranteed by, Life Time Fitness, Inc, or Oifime Fitness.

Starmark Holdings, LLC (Wellbridge). We lease six wellness centers located in ftates under three separate leases to subsidid
Starmark, a private company. Starmark is a subgid&Central Sports Co. LTD, a publicly owned camy listed on the Tokyo Stock
Exchange. These properties operate under the bvatidridge and the leases are guaranteed by Sthrimhese leases have a current term
expiring in 2023 and require aggregate annuala&$¥.0 million, plus consumer price index basextéases.

Life Time Fitness, Inc. We lease four wellness centers located in $tates under one lease agreement to a subsidiaredfime
Fitness. This lease is guaranteed by Life TimedgS#n The lease has a current term expiring in ZD28.aggregate annual rent payable to
$10.5 million per year during the lease term.
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The following tables set forth informatioegarding our lease expirations as of Decembe2®1] (dollars in thousands):

Annualized Rental Income® Percent of Cumulative
Short and Long Total Percentage of
Term Residential Annualized Annualized
Care Rental Rental
Wellness Income Income
Year Communities ®) MOBs Centers Total Expiring Expiring
2012 $ — $ 17,36 $ — $ 17,36 3.9% 3.9%
2013 32,85¢ 15,39t — 48,25« 10.8% 14.7%
2014 — 21,19¢ — 21,19¢ 4.7% 19.4%
2015 3,034 17,10( — 20,13¢ 4.5% 23.9%
2016 1,314 16,72: — 18,03 4.0% 27.9%
2017 32,74 19,91 — 52,65¢ 11.7% 39.6%
2018 — 6,83: — 6,83: 1.5% 41.1%
2019 59¢ 26,96¢ — 27,56¢ 6.1% 47.2%
2020 — 9,81¢ — 9,81¢ 2.2% 49.4%
2021 and
thereaftel 175,99: 33,39: 17,53¢ 226,91¢ 50.6% 100.0¥%
Total $ 246,53¢ $ 184,70. $ 17,53¢ $ 448,77  100.0%

Average remaining lease term for all prtipsr(weighted by rent): 9.5 years

(1) Annualized rental income is rents pursuant to sigeases as of December 31, 2011, including expeisdursements for certain net
and modified gross leases and excluding lease aahagtization at certain of our MOBs and wellnessters.

2 Excludes rent received from our TRSs.

Number of Tenants

Cumulative
L?)T.'Oft and Percent of Total P:rc:nt;\ée
g Term
Residential Number of of Number
Wellness Tenants of Tenants
Year Care Communities®) MOBs Centers Total Expiring Expiring
2012 — 132 — 132 24.1% 24.1%
2013 1 67 — 68 12.4% 36.5%
2014 — 82 — 82 15.0% 51.5%
2015 3 63 — 66 12.1% 63.6%
2016 1 62 — 63 11.5% 75.1%
2017 2 40 — 42 7.7% 82.8%
2018 — 24 — 24 4.4% 87.2%
2019 1 21 — 22 4.0% 91.2%
2020 — 17 — 17 3.1% 94.3%
2021 and thereaft 3 26 2 31 5.7% 100.0%
Total 11 534 2 547 100.0%

Q) Excludes our TRSs as tenants.
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Number of Living Units / Beds or Square Feet with leases Expiring

Living Units / Beds

Square Feet

Short and

Long Term Cumulative )
Residential Cumulative
Care Percent Percentage
Communities. IR Fn Wellness oiTowl | Towl
(Units / Units / Units / MOBs Centers Total Square Square
Beds Beds (Square (Square Square Feet Feet
Year Beds)®  Expiring Expiring Feet) Feet) Feet Expiring  Expiring
2012 —  0.0% 0.0% 752,00¢ — 752,00t 9.2% 9.2%
2013 4,091 15.2% 15.2% 547,04 — 547,04 6.7% 15.9%
2014 —  0.0% 15.2% 982,84! — 982,84! 12.1% 28.0%
2015 425 1.6% 16.8% 758,66 — 758,66: 9.3% 37.3%
2016 361 1.3% 18.1% 764,50¢ — 76450t 9.4% 46.7%
2017 3,50¢ 13.1% 31.2% 829,91 — 829,917 10.2% 56.9%
2018 —  0.0% 31.2% 210,90 — 210,90¢ 2.6% 59.5%
2019 178 0.7% 31.9% 888,62: — 888,620 11.0% 70.5%
2020 —  0.0% 31.9% 454,61( — 454,61( 5.6% 76.1%
2021 antc
therea 18,297 68.1% 100.0% 1,131,30: 812,00( 1,943,30: 23.9% 100.0%
Total 26,85% 100.0% 7,320,42; 812,00( 8,132,42: 100.0%

(1)  Excludes 3,187 living units leased to our TRSs.
RESULTS OF OPERATIONS (dollars and square feet in thousands, unlesswisenoted)
The following table summarizes the resafteperations of each of our segments for the yeaded December 31, 2011, 2010 and 2009.

For the Year Ended December 31,

2011 2010 2009
Revenues
Short and long term residential care commun $ 270,500 $ 237,57¢ $ 226,24
MOBs 161,80¢ 85,15: 53,86:
All other operation: 17,70¢ 17,38 17,29(
Total revenue $ 450,01° $ 340,11 $ 297,39¢
Net income (loss)
Short and long term residential care commun $ 154,19( $ 129,34: $ 140,44:
MOBs 74,14¢ 38,80¢ 12,80:
All other operation: (76,920 (51,665 (43,529
Net income $ 151,41¢ $ 116,48! $ 109,71

The following sections analyze and disdhssresults of operations of each of our segmeanmtthe periods presented.
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Year Ended December 31, 2011 Compared to Year Endé2kecember 31, 2010:

Short and long term residential care communities:

All Properties Comparable Properties(l)
As of the Year Ended December 31,  As of the Year Ended December 31,

2011 2010 2011 2010
Total propertie: 251 22¢ 223 223
# of units / bed: 30,04: 26,74« 26,17¢ 26,17¢

Occupancy

Leased communitie€) 85.2% 86.2% 85.3% 86.2%
TRS managed communiti€? 84.2% — — —
Rent coveragé 1.44x 1.40» 1.46> 1.40»
Rental incomé? $ 24265. $ 23757¢ $ 237511 $ 234,88
Residents fees and servié®s $ 2785 % — % — 3 —

(1) Consists of short and long term residential careronanities we have owned continuously since Janiia2p10.

2 Excludes rents from our Managed Communities. Albte operating data presented are based upon ¢hnatioly results provided by
our tenants for the 12 months ended September03d, &nd 2010, or the most recent prior period floictvtenant operating results
available to us. Rent coverage is calculated asatipg cash flow from our triple-net tenants' opierss of our properties, before
subordinated charges, divided by triple-net mininmemts payable to us. We have not independentifiegiour tenants' operating
data. The table excludes data for periods priautoownership of some of these properties.

3) Represents the average occupancy for our 22 Mar@geununities from the date of acquisitions throlggtember 31, 2011 and our
revenues for the year ended December 31, 2011.

Short and long term residential care communitibgraperties:

Year Ended December 31,

2011 2010 Change % Change

Rental income $ 242,65: $ 237,57¢ $ 5,07/ 2.1%
Residents fees and servié®s 27,85 — 27,85 —
Property operating expenséks (21,639 — (21,639 —
Net operating income (NO 248,86 237,57¢ 11,28¢ 4.8%
Depreciation expens (71,020 (66,177) (4,849 (7.3)%
Impairment of asse (1,029 (1,09%) 67 6.1%
Operating incom: 176,81t 170,31: 6,50¢ 3.8%
Interest expens (43,867) (41,07¢) (2,786 (6.8)%
Gain on sale of properti 21,23t 10¢ 21,12% 19,382.69

Net income $ 154,19( $ 129,34: $ 24,84¢ 19.2%

@ Includes data for our Managed Communities.
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Rental income. Rental income increased because of rents fhenptairchase of approximately $65.2 million of im@ments made to
our properties which are leased by Five Star sliaceiary 1, 2010 and the acquisition of five commiesiduring the second quarter of 2011
and one community during the third quarter of 2@hich are leased by Five Star, offset by a redadtiaental income resulting from the
sale of five properties during the second quart@041 and four properties in August 2010. Rentabme includes non-cash straight line rent
adjustments (reductions) totaling $2.0 million &gal.0) million for the years ended December 31,128dd 2010, respectively. Rental inco
increased year over year on a comparable bastedel@aimprovement purchases at certain of thec223munities we have owned
continuously since January 1, 2010.

Residents fees and serviceResidents fees and services are the revenussdean our 22 senior living communities which veguirec
since June 2011 that are leased to our TRSs. Vegmeze these revenues as services are providede laspgeements with residents generally
have a term of one year and are cancelable bye#igents with 30 days' notice.

Property operating expenses.Property operating expenses include expensesrad on our 22 senior living communities that are
leased to our TRSs.

Net operating income. NOI increased because of the changes in remttaine, residents fees and services and propeerabpg
expenses described above. The reconciliation of td@Et income for our short and long term residéeare communities segment is shown
in the table above. Our definition of NOI and oonsolidated reconciliation of NOI to net incoménisluded below in "Non-GAAP Financial
Measures".

Depreciation expense. Depreciation expense increased as a resulirgburchase of approximately $65.2 million of impements
made to our properties which are leased by Fivesittae January 1, 2010 and the acquisition of@Braunities acquired since January 1,
2010, offset by the sale of five properties duttimg second quarter of 2011 and four propertiesugust 2010.

Impairment of assets. During the year ended December 31, 2011 an@,204 recorded an impairment of assets charge .6fiillion
and $1.1 million, respectively related to one prop# reduce the carrying value of this propedyt$ estimated sale price less costs to sell.

Interest expense. Interest expense for our short and long tesidemtial care communities arises from mortgageésdsdcured by
certain of these properties. The increase in isterpense is the result of the assumption of $2@dllion of mortgage debt in connection
with certain of our 2011 acquisitions occurringlie second, third and fourth quarter, offset byahrtization of our mortgage debt and the
reduction in a variable rate of interest applicablene mortgage debt.
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Gain on sale of properties. Gain on sale of properties is a result of tle sf five senior living communities during theesad quarter
of 2011 and the sale of four senior living commigsitduring the third quarter of 2010.

MOBs:

Total properties

Total square fed®)
Occupancy®

Rental incomg

Property operating expens

All Properties Comparable Properties(l)

As of the Year Ended December 31, As of the Year Ended December 31,

2011 2010 2011 2010
10€ 82 54 54
7,63( 5,16¢ 2,85: 2,85z
95.9% 97.0% 98.6% 98.8%

$ 161,80¢ $ 8515 $ 79,43t $ 78,90(
$ 47,32¢ $ 2016¢ $ 18,20 $ 18,23

(1) Consists of MOBs we have owned continuously sireeidry 1, 2010.
2 Prior periods exclude space remeasurements mauegdie current period.

3) MOB occupancy includes (i) space being fitted autdccupancy pursuant to signed leases and (idespdich is leased, but is not
occupied or is being offered for sublease by tenant

MOBs, all properties

Year Ended December 31,

2011 2010 Change % Change

Rental income $ 161,80¢ $ 85,15 $ 76,651 90.0%
Property operating expens (47,329 (20,169 (27,159 (134.7)%
Net operating income (NO 114,48: 64,98: 49,49¢ 76.2%
Depreciation expens (38,457 (20,449 (18,009 (88.1)%
Impairment of asse (962) (4,870 3,90¢ 80.2%
Operating incom: 75,06¢ 39,66¢ 35,39¢ 89.2%
Interest expens (99€) (862) (139 (15.5)%
Gain on sale of properti 79 — 79 —

Net income $ 74,14¢ $ 38,80¢ $ 35,34! 91.1%

Rental income. Rental income increased because of rents fldMGBs we acquired since January 1, 2010, offseéhbysale of two
MOBs during the second quarter of 2011. Rentalnmeacludes non-cash straight line rent adjustmiertéding $8.0 million and $5.6 million
and amortization of $(128,046) and $(1.1) millidraoquired real estate leases and obligationshfoyears ended December 31, 2011 and
2010, respectively.

Property operating expensesProperty operating expenses increased becéusg OB acquisitions since January 1, 2010, dffse
the sale of two MOBs during the second quarter0dfi2

Net operating income. NOI increased because of the changes in remtame and property operating expenses describaceal he
reconciliation of NOI to net income for our MOB segnt is shown in the table above. Our definitioN@fl and our consolidated
reconciliation of NOI to net income is included ®elin "Non-GAAP Financial Measures".
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Depreciation expense. Depreciation expense increased because of @B Rtquisitions since January 1, 2010, offset laystie of tw:
MOBSs during the second quarter of 2011.

Impairment of assets. During the year ended December 31, 2011, wardecd an impairment of assets charge of $1.0 mili@ated to
three properties to reduce the carrying value e$¢hproperties to their estimated sales pricestests to sell. During the year ended
December 31, 2010, we recorded an impairment etasharge of $4.9 million related to two propertie reduce the carrying value of these
properties to their estimated sales prices less tosell.

Interest expense. Interest expense for our MOBs arises from namégdebts secured by certain of these propertieschiange in
interest expense is the result of the assumpti®18f3 million of mortgage debt in connection wiitle acquisition of one MOB in July 2011
and one MOB in November 2011, offset by the amatitin of our mortgage debt.

Gain on sale of properties. Gain on sale of properties is a result of te sf two MOBs during the second quarter of 2011.

MOBSs, comparable properti¢s|OBs we have owned continuously since January)10p

Year Ended December 31,

2011 2010 Change % Change

Rental income $ 79,43% $§ 78,90( $ 53t 0.7%
Property operating expens (18,204 (18,239 30 0.1%
Net operating income (NO 61,23: 60,66¢ 56E 0.9%
Depreciation expens (19,55¢) (19,440 (11¢) (0.6)%
Operating incom: 41,67: 41,22¢ 447 1.1%
Interest expens (662) (737) 69 9.4%
Net income $ 41,017 $ 40,49t $ b5ie 1.3%

Rental income. Rental income includes non-cash straight lemé adjustments totaling $4.6 million and $5.3 imilland amortization
of $(1.0) million and $(1.2) million of acquiredaleestate leases and obligations for the yearsdeDdeember 31, 2011 and 2010,
respectively.

Property operating expenses.Property operating expenses decreased sligh#yto better control of expenses.

Net operating income. NOI increased because of the changes in remtame and property operating expenses describagealhe
reconciliation of NOI to net income for our MOB segnt for comparable properties is shown in theetablove. Our definition of NOI and
our consolidated reconciliation of NOI to net inam included below in "Non-GAAP Financial Measures

Depreciation expense. Depreciation expense increased primarily bexzafithe amortization of leasing costs offset gduction in
amortization of above and below market lease aatigists that we amortize over the respective leasgste

Interest expense. Interest expense for our MOBs arises from nmagégdebts secured by certain of these propertiesciiange in
interest expense is the result of the amortizatfoour mortgage debt.
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All other operations @)

Year Ended December 31,

2011 2010 Change % Change
Rental income $ 17,70t $ 17,38! $ 32z 1.9%
Expenses
Depreciatior 3,792 3,792 — —
General and administratiy 26,04 21,67% 4,36/ 20.1%
Acquisition related cost 12,23¢ 3,61( 8,62¢ 239.0%
Total expense 42,07 29,07¢ 12,99: 44.7%
Operating los! (24,367) (11,69¢) (12,67) (108.3)%
Interest and other incon 1,451 844 607 71.9%
Interest expens (53,409 (38,079  (15,32Y (40.2)%
Loss on early extinguishment of de (427) (2,437) 2,00¢ 82.4%
Equity in earnings (losses) of an inves 13¢ D 14C 14,000.09
Loss before income tax exper (76,609 (51,365 (25,249 (49.1)%
Income tax expens (312 (300) (12 (4.0)%
Net loss $ (76,920 $ (51,66%) $ (25,259 (48.9)%

(1)  All other operations includes our wellness cenferations that we do not consider a significarjgasately reportable segment of our
business and corporate business activities, andmenating expenses that are not attributablerépartable specific segment.

Rental income. Rental income for our wellness centers incre@dseause of consumer price index based increasesJanuary 1, 20:
at certain of our wellness centers. Rental incamskides non-cash straight line rent adjustmengingt $1.5 million and amortization of
$220,746 of acquired real estate leases and obligain both the years ended December 31, 2012@hd.

Total expenses. Depreciation expense remained consistent as there no wellness center acquisitions nor capitptovement
funding for the years ended December 31, 2011 at6.25eneral and administrative expenses incrgasecipally as a result of senior livii
community and MOB acquisitions since January 1020ffset by the sale of seven properties durirgsiecond quarter of 2011 and four
properties in August 2010. Acquisition related sdstreased because of a higher number and vakegoisitions during the year ended
December 31, 2011 than the prior year.

Interest and other income. The increase in interest and other income imlipndue to $593,000 of interest received from Budge
Loan, as defined below, with Five Star. Interest ather income also includes interest on our iraf@stcash and dividend income related to
the 250,000 common shares of CWH that we own.

Interest expense. Interest expense increased because of oumissud $200.0 million of unsecured senior note$ it interest rate of
6.75% in April 2010, our issuance of $250.0 mill@hunsecured senior notes with an interest rae20% in January 2011, our issuance of
$300.0 million of unsecured senior notes with gerest rate of 6.75% in December 2011 and greateuats outstanding under our revolv
credit facility at higher weighted average intemegés, offset by reduced interest because ofettiennption in May 2010 of all $97.5 million
our 7.875% unsecured senior notes due 2015. Oghiesl average balance outstanding and interestimaier our revolving credit facility
was $40.5 million and 1.7%, and $39.5 million antP4, for the years ended December 31, 2011 and, 264pectively.
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Loss on early extinguishment of debin June 2011, we entered into a new $750.0anilinsecured revolving credit facility. The new
facility replaced our previous $550.0 million ungesd revolving credit facility which had a maturitpte of December 31, 2011. As a rest
this refinancing, we recorded a loss on early extishment of debt of $427,000 consisting of theewif of unamortized deferred financing
fees. In May 2010, we redeemed all $97.5 milliomof outstanding 7.875% senior notes due 2015;rasudt of this redemption, we recorc
a loss on early extinguishment of debt of $2.4imillconsisting of the debt prepayment premium giraximately $1.3 million and the write
off of unamortized deferred financing fees of apqiraately $1.1 million.

Year Ended December 31, 2010 Compared to Year Endé&kcember 31, 2009:

Short and long term residential care communities:

All Properties Comparable Properties()
As of the Year Ended As of the Year Ended
December 31, December 31,
2010 2009 2010 2009
Total properties 22¢ 232 217 217
# of units / bed: 26,74« 26,937 25,87 25,87¢
Occupancy? 86.2% 86.7% 86.2% 86.9%
Rent coveragé® 1.40» 1.40x 1.41» 1.40»
Rental incomé? $ 237,57¢ $ 226,24 $ 216,67¢ $ 215,28t

@ Consists of short and long term residential cararnanities we have owned continuously since JanLa2909.

2 Excludes rents from our Managed Communities. Albte operating data presented are based upon ¢natiol results
provided by our tenants for the 12 months endede®dper 30, 2010 and 2009, or the most recent padod for which
tenant operating results are available to us. Bev#rage is calculated as operating cash flow fantriple-net tenants'
operations of our properties, before subordinatedges, divided by triple-net minimum rents paydblas. We have

not independently verified our tenants' operatiatpdThe table excludes data for periods prioutoosvnership of some
of these propertie:

Short and long term residential care communitibgpraperties:

Year Ended December 31,

2010 2009 Change % Change

Rental income $ 237,57¢ $ 226,24 $ 11,33 5.0%
Depreciation expens (66,177) (61,129 (5,050 (8.3)%
Impairment of asse (2,095 (3,789 2,68¢ 71.1%
Operating incom: 170,31: 161,34: 8,97( 5.6%
Interest expens (41,07¢) (21,299 (29,779  (92.9)¥%
Gain on sale of properti¢ 10¢ 397 (28¢) (72.5)%
Net income $ 129,34« $ 140,44: $ (11,09) (7.9)%

Rental income. Rental income increased because of rents fhenptairchase of approximately $68.6 million of immments made to
our properties which are leased by Five Star silaceiary 1, 2009 and the acquisition of 11 commemiiuring the fourth quarter of 2009
which are leased by Five Star, offset by a reduadtiarental income resulting from the sale of fpuoperties in August 2010
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and two properties in the fourth quarter of 2008nfal income includes non-cash straight line redtictions totaling $1.0 million and
$832,845 for the years ended December 31, 2012@0@), respectively. Rental income increased year gear on a comparable basis rel:
to improvement purchases at certain of the 217 conities we have owned continuously since Janua2pQ9.

Depreciation expense. Depreciation expense increased as a resulirgburchase of approximately $68.6 million of impements
made to our properties which are leased by Fivesittae January 1, 2009 and the acquisition ofdimaunities acquired since January 1,
2009, offset by the sale of four properties in Astg2010 and two properties in the fourth quarte2@d9.

Impairment of assets. During the year ended December 31, 2010, warded an impairment of assets charge of $1.1 miliedated to
one property to reduce the carrying value of thégprty to its estimated sale price less costelfoBuring the year ended December 31,
2009, we recorded an impairment of assets char§8.8fmillion related to seven properties to redibeecarrying value of these properties to
their estimated sales prices less costs to sell.

Interest expense. Interest expense for our short and long tesidemtial care communities arises from mortgageésdsdcured by
certain of these properties. The increase in istemepense is due to interest on our $512.9 milNMA mortgage financing entered in
August 2009 and the amortization of $13.6 millidrdeferred financing fees incurred in connectiothvthis mortgage financing.

Gain on sale of properties. Gain on sale of properties is a result of thle sf four senior living communities during thér¢hquarter of
2010 and the sale of two senior living communitlasing the fourth quarter of 2009.

MOBs:
All Properties Comparable Properties()
As of the Year Ended As of the Year Ended
December 31, December 31,
2010 2009 2010 2009
Total propertie: 82 56 36 36
Total square fed® 5,16¢ 2,86¢ 1,604 1,60¢
Occupancy® 97.0% 96.4% 98.4% 94.9%
Rental income $ 85,15. $ 53,86: $ 40,75 $ 39,04
Property operating expens $ 20,16¢ $ 14,90: $ 12,60: $ 12,00

(1) Consists of MOBs we have owned continuously sireeidry 1, 2009.
2 Prior periods exclude space remeasurements maugdie current period.

) MOB occupancy includes (i) space being fitted autdccupancy pursuant to signed leases and (idespdich is lease
but is not occupied or is being offered for subdebyg tenants

71




Table of Contents

MOBs, all properties:

Year Ended December 31,

2010 2009 Change % Change

Rental income $ 8515. $ 53,86: $ 31,29( 58.1%
Property operating expens (20,169 (14,90 (5,26¢) (35.4)%
Net operating income (NO 64,98: 38,96 26,02: 66.8%
Depreciation expens (20,449 (13,669 (6,77€) (49.6)%
Impairment of asse (4,870 (12,746 6,87¢ 58.5%
Operating incom: 39,66¢ 13,54¢ 26,12: 192.8%
Interest expens (862) (743) (119) (16.0)%

Net income $ 38,80¢ $ 12,80 $ 26,00! 203.1%

Rental income. Rental income increased because of rents f@M@Bs we acquired since January 1, 2009, offséhbysale of two
MOBSs during 2009. Rental income includes non-castight line rent adjustments totaling $5.6 milliand $4.0 million and amortization of
$(1.1) million and $(1.2) million of acquired rezdtate leases and obligations for the years endedrbber 31, 2010 and 2009, respectively.

Property operating expensesProperty operating expenses increased becéusg OB acquisitions since January 1, 2009, dffse
the sale of two MOBs during 2009.

Net operating income. NOI increased because of the changes in reraime and property operating expenses describeekalihe
reconciliation of NOI to net income for our MOB segnt is shown in the table above. Our definitioN&fl and our consolidated
reconciliation of NOI to net income is included d@&lin "Non-GAAP Financial Measures".

Depreciation expense. Depreciation expense increased because of @B Rtquisitions since January 1, 2009, offset laysdie of tw:
MOBs during 2009.

Impairment of assets. During the year ended December 31, 2010, warded an impairment of assets charge of $4.9 mili@ated to
two properties to reduce the carrying value of ¢h@®perties to their estimated sales prices lests ¢o sell. During the year ended
December 31, 2009, we recorded an impairment etasharge of approximately $11.7 million relatediaur properties to reduce the
carrying value of these properties to their est@datales prices less costs to sell.

Interest expense. Interest expense for our MOBs arises from namégdebts secured by certain of these propertieschiange in
interest expense is the result of the assumpti®2d million of mortgage debt in connection witie tacquisition of one MOB in April 2010,
offset by the amortization of our mortgage debt.
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MOBs, comparable propertiéslOBs we have owned continuously since JanuarypQ9p

Year Ended December 31,

2010 2009 Change % Change

Rental income $ 40,75 $ 39,04: $ 1,70¢ 4.4%
Property operating expens (12,607 (12,009 (600) (5.0)%
Net operating income (NO 28,14¢ 27,04( 1,10¢ 4.1%
Depreciation expens (9,705 (9,9279) 222 2.2%
Operating incom: 18,44 17,11z 1,331 7.8%
Interest expens (737) (743 12 1.6%
Net income $ 17,717 $ 16,37C $ 1,34 8.2%

Rental income. Rental income includes non-cash straight ler@ adjustments totaling $1.8 million and $2.7 imilland amortization
of $(773,564) and $(877,688) of acquired real edtdses and obligations for the years ended Dezre®ih 2010 and 2009, respectively.

Property operating expenses.The 5.0% increase in property operating expeaséhe properties we have owned continuouslyesinc
January 1, 2009 was mainly due to increases inestate taxes .

Net operating income. NOI increased because of the changes in reraime and property operating expenses describeekalihe
reconciliation of NOI to net income for our MOB segnt for comparable properties is shown in theetablove. Our definition of NOI and
our consolidated reconciliation of NOI to net ina@im included below in "Non-GAAP Financial MeasUres

Depreciation expense. Depreciation expense decreased primarily becatiseductions in the amortization of leasing s@std
amortization of above and below market lease aatigists that we amortize over the respective leasgste

Interest expense. Interest expense for our MOBs arises from nmagégdebts secured by certain of these propertiesciiange in
interest expense is the result of the amortizatioour mortgage debt.
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All other operationstt)

Year Ended December 31,

2010 2009 Change % Change
Rental income $ 17,380 $ 17,29 $ 93 0.5%
Expenses
Depreciatior 3,792 3,792 — —
General and administratiy 21,67% 19,82¢ 1,852 9.3%
Acquisition related cost 3,61( 3,32 283 8.5%
Total expense 29,07¢ 26,94« 2,13¢ 7.9%
Operating los! (11,696 (9,659 (2,042) (21.2)%
Interest and other incon 844 93t (92) (9.7Y%
Interest expens (38,079 (34,369 (3,715 (10.8)%
Loss on early extinguishment of de (2,439 — (2,437 —
Equity in losses of an invest Q) (139 13z 99.3%
Loss before income tax exper (51,365 (43,217 (8,14 (18.9)%
Income tax expens (300 (312) 12 3.8%
Net loss $ (51,66 $ (43,529 $ (8,13¢) (15.7)%

(1)  All other operations includes our wellness cenprations that we do not consider a significarpasately reportable
segment of our business and corporate businesstiastiand our operating expenses that are ndibatble to a
reportable specific segmel

Rental income. Rental income for our wellness centers incredszause of consumer price index based increasmsJanuary 1, 201
at certain of our wellness centers. Rental incamkides non-cash straight line rent adjustmenédingt $1.5 and amortization of $220,746 of
acquired real estate leases and obligations inthetlyears ended December 31, 2010 and 2009.

Total expenses. Depreciation expense remained consistent as there no wellness center acquisitions nor capitptovement
funding for the years ended December 31, 2010 808.25eneral and administrative expenses incrgasecipally as a result of senior livir
community and MOB acquisitions since January 192@ffset by the sale of four properties in Aug2@10 and four properties in 2009. The
increase in acquisition related costs was a funatfchigher volume of acquisitions in 2010.

Interest and other income. Interest and other income decreased primasily gesult of lesser amounts of investable cashoaner
yields realized on our investments. Interest ahemincome also includes dividend income relateithéa250,000 common shares of C\
that we own.

Interest expense. Interest expense increased because of theSd200.0 million of unsecured senior notes withraerest rate of
6.75% in April 2010 offset by reduced interest hessaof the redemption of all $97.5 million of ou875% unsecured senior notes due 2015
in May 2010 and lesser amounts outstanding underesoelving credit facility at lower interest raté3ur weighted average balance
outstanding and interest rate under our revolvieglit facility was $39.5 million and 1.1%, and $134nillion and 1.3%, for the years ended
December 31, 2010 and 2009, respectively.

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 loseany 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.

74




Table of Contents
Non-GAAP Financial Measures

We provide below calculations of our FF@yrMalized FFO and NOI for the years ended Decerdbgp011, 2010 and 2009. We
believe that this data may facilitate an understapdf our consolidated historical operating resulthese measures should be considered in
conjunction with net income and cash flow from @iy activities as presented in our consolidatatements of income and consolidated
statements of cash flows. These measures do neisey cash generated by operating activitiesdordance with generally accepted
accounting principles, or GAAP, and should not besidered as alternatives to net income or cashfflom operating activities determined
in accordance with GAAP, as indicators of our ficiahperformance or liquidity, nor are these measurecessarily indicative of sufficient
cash flow to fund all of our needs. Other REITs azal estate companies may calculate FFO, NornthkE© or NOI differently than we do.

Funds From Operations and Normalized Funds Fromr@jens

We calculate FFO and Normalized FFO as shio#low. FFO is calculated on the basis definethbyNational Association of Real
Estate Investment Trusts, or NAREIT, which is meoime, calculated in accordance with GAAP, exclgdjain or loss on sale of properties
and impairment of assets, plus real estate depi@tiand amortization. Our calculation of NormatiZeFO differs from the NAREIT
definition of FFO because we include percentageard exclude loss on early extinguishment of delot acquisition related costs. We
consider FFO and Normalized FFO to be appropriaasures of performance for a REIT, along with nebine and cash flow from
operating, investing and financing activities. Waiéwve that FFO and Normalized FFO provides useformation to investors because by
excluding the effects of certain historical amoustgh as depreciation expense, FFO and Normdfig€dcan facilitate a comparison of
operating performances between periods. FFO anthalired FFO are among the factors considered byoard of Trustees when
determining the amount of distributions to shardbod. Other factors include, but are not limited-éguirements to maintain our status as a
REIT, limitations in our revolving credit facilitgnd public debt covenants, the availability of &gand debt capital to us and our expectation
of our future capital requirements and operatinggomance.

Our calculations of FFO and Normalized FBOthe years ended December 31, 2011, 2010 an@ &0@ reconciliations of FFO and
Normalized FFO to net income, the most directly parable
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financial measure under GAAP reported in our cadatéd financial statements, appear in the follgaable.

For the Year Ended December 31,

2011 2010 2009
Net income $ 151,41¢ $ 116,48 $ 109,71!
Depreciation expens 113,26! 90,40¢ 78,58:
Impairment of asse 1,99( 5,96¢ 15,53(
Gain on sale of properti (21,31YH (109 (397)

FFO 245,35¢ 212,75( 203,43:
Acquisition related cost 12,23¢ 3,61( 3,32
Loss on early extinguishment of de 427 2,43: —

Normalized FFC $ 258,02! $ 218,79 $ 206,75¢
Weighted average shares outstanc 149,57 128,09: 121,86:
FFO per shar $ 164 % 166 $ 1.67
Normalized FFO per sha $ 1.7 $ 171 $ 1.7¢
Net income per shal $ 101 % 091 % 0.9C
Distributions declared per she $ 15C $ 14€ $ 1.4z

Property Net Operating Income (NC

We calculate NOI as shown below. We defii@ as income from real estate less our propergrang expenses. We consider NOI to
be appropriate supplemental information to netnedoecause it helps both investors and managementerstand the operations of our
properties. We use NOI internally to evaluate indlial and company wide property level performanue laelieve NOI provides useful
information to investors regarding our results pé@tions because it reflects only those incomeeapense items that are incurred at the
property level and may facilitate comparisons af @perating performance between periods. The cioul of NOI excludes depreciation ¢
amortization, acquisition related costs, and gdraerd administrative expenses from the calculatibnet income in order to provide results
that are more closely related to our propertiesilte of operations.

The calculation of NOI by reportable segitrisiincluded above in this Item 7. The followirabte includes the reconciliation of NOI to
net income, the most directly comparable finangiehsure under
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GAAP reported in our consolidated financial statetegfor the years ended December 31, 2011, 204 2@@0.

For the Year Ended December 31,

Reconciliation of NOI to Net Income: 2011 2010 2009
Short and long term residential care communities $ 248,86: $ 237,57t $ 226,24
MOB NOI 114,48: 64,98 38,96:
All other operations NO 17,70¢ 17,38: 17,29(
Total NOI 381,05( 319,94« 282,49t
Depreciatior (113,265 (90,409 (78,587)
General and administrati\ (26,04) (21,67°) (19,82%)
Acquisition related cost (12,239 (3,610 (3,32%)
Impairment of asse (1,990 (5,965 (15,53()
Operating incomi 227,51! 198,28: 165,23:
Interest and other incon 1,451 844 93t
Interest expens (98,267) (80,01°) (56,40¢)
Loss on early extinguishment of d¢ (427) (2,439 —
Gain on sale of properti 21,31t 10¢ 397
Equity in earnings (losses) of an inves 13¢ 1) (139
Income before income tax exper 151,73: 116,78! 110,02°
Income tax expens (312 (300 (312
Net income $ 151,41¢ $ 116,48! $ 109,71

LIQUIDITY AND CAPITAL RESOURCES

Rental income revenues and residents fegservices revenues from our leased and managednties is our principal source of funds
to pay operating expenses, debt service and disitrits to shareholders. We believe that our opggatash flow will be sufficient to meet our
operating expenses and debt service and pay ditnits on our shares for the next 12 months anthfoforeseeable future thereafter. Our
future cash flows from operating activities willgdd 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 pragednd our managed senior living communities; and

. 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, we receive percentagts from our residential community
tenants monthly, quarterly or annually and we rezegsidents fees and services revenues from onadal Communities monthly. During
the years ended December 31, 2011, 2010 and 2@0§emerated $255.6 million, $215.3 million and $204illion, respectively, of cash
from operations. The increase in our cash fromatpers over the prior year is primarily attributalpd increases in net income, excluding
non-cash items. Net income increased primarily g&salt of our property acquisitions, as furthesaéed below.
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Our Investment and Financing Liquidity and Resosirce

At December 31, 2011, we had $23.6 millidcash and cash equivalents and $750.0 millioflahla under our unsecured revolving
credit facility. We expect to use cash balancesdvzangs under our revolving credit facility andtpeoceeds of offerings of equity or debt
securities to fund future working capital requirense property acquisitions and expenditures reltigtle repair, maintenance or renovation
of our properties.

In order to fund acquisitions and to accadate cash needs that may result from timing diffees between our receipts of rents anc
need or desire to pay operating expenses andadistms to our shareholders, we maintain a $750ldmrevolving credit facility with a
group of institutional lenders. This facility reptd our previous $550.0 million revolving creditifiy which had a maturity date of
December 31, 2011. The maturity date of the nevlitiacs June 24, 2015 and includes an option, sabfo certain conditions and the
payment of a fee, for us to extend the facilitydoe year as well as includes a feature under whigkimum borrowings may be increased up
to $1.5 billion in certain circumstances. Borrowsngnder our revolving credit facility are unsecundte may borrow, repay and reborrow
funds until maturity, and no principal repaymendise until maturity. We pay interest on borrowinggler the revolving credit facility at
LIBOR plus a spread. At December 31, 2011, the tedjaverage interest rate payable on our revolsiadit facility was 1.9%. As of
December 31, 2011 and February 17, 2012, we hadnooints and $276.0 million outstanding, respegtivalitstanding under our revolving
credit facility.

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 @feshelf registration statement that allows ussnie public securities on an expedited
basis, but it does not assure that there will betsifor such securities.

During the year ended December 31, 2011acgeired 56 properties located in 19 states forhined purchase prices totaling
$991.6 million, excluding closing costs. Our wekghtaverage capitalization rate for these acquistivas 8.1% based on estimated annual
NOI. Capitalization rate is the ratio of the estiethGAAP revenues less property operating experfsasy, to the purchase price on the ¢
of acquisition. Details of these acquisitions adalows:

In November 2010, we entered into a seriegyreements to acquire 27 MOBs located in 12stlom CWH for an aggregate purchase
price of approximately $470.0 million, excludingsing costs. During November and December 201Gameired 21 of these properties
containing 2.1 million square feet for approximgt®874.1 million, excluding closing costs. In Jary2011, we acquired the remaining six
properties containing 737,000 square feet for apprately $95.9 million, excluding closing costs. Wieded these acquisitions using casl
hand, proceeds from equity and debt issuances@mawings under our revolving credit facility.

In January 2011, we acquired one MOB witl¥84 square feet located in Mendota Heights, Mintefor approximately $14.2 million,
excluding closing costs. Upon acquisition, thisgandy was 100% leased to WuXi AppTec, a medicaldaio research company, for 8.2 ye
We funded this acquisition using cash on hand andgeds from a debt offering.

In May 2011, we acquired one MOB with 4®&guare feet located in Shoreview, Minnesota f@raximately $7.2 million, excluding
closing costs. Upon acquisition, this property \86% leased to four tenants for weighted (by remigyage lease terms of 7.7 years. We
funded this acquisition using cash on hand andolmongs under our revolving credit facility.

In June 2011, we acquired three MOBs with,290 square feet located in Alachua, Floridaafigroximately $14.5 million, excluding
closing costs. In July 2011, we acquired one auiutiti MOB located in Alachua, Florida, with 32,4 tfuare feet for approximately
$5.2 million, excluding closing
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costs. Upon acquisition, these properties were E2#ed to 14 tenants for weighted (by rents) aeelease terms of 2.8 years. In August
2011, we acquired 47 acres of land adjacent tetfeg MOBSs for future development for $4.0 milli@xcluding closing costs. We funded
these acquisitions with cash on hand, borrowingieupour revolving credit facility and by assumingartgage loan for approximately
$3.7 million in July 2011.

In September 2011, we acquired 13 MOBstmta eight states with 1.3 million square feenirCWH for an aggregate purchase price
of approximately $167.0 million, excluding closingsts. Upon acquisition, these properties were B&fed to 105 tenants for weighted (by
rents) average lease terms of 5.0 years. We futtdsg acquisitions using cash on hand and borr@xinger our revolving credit facility.

In November 2011, we acquired two MOBs wifh645 square feet located in Richmond, Virgimiadpproximately $11.4 million,
excluding closing costs. Upon acquisition, thesgpprties were 100% leased to three tenants forhiegig(by rents) average lease terms of
6.5 years. We funded this acquisition using cashand and by assuming a mortgage loan for apprd=lgn®9.6 million.

In December 2011, we acquired one MOB ®#l238 square feet located in Greenwood, Indianagproximately $21.0 million,
excluding closing costs. Upon acquisition, thisgandy was 94.8% leased to eight tenants for wethftig rents) average lease terms of
9.8 years. We funded this acquisition using cashand and borrowings under our revolving creditlitgc

In March 2011, we agreed to acquire 20a@diiing communities located in five states in #@utheastern United States with an
aggregate 2,111 living units (814 independent gwimits, 939 assisted living units, 311 Alzheimedse units and 47 skilled nursing beds)
approximately $304.0 million, excluding closing tsSubstantially all the residents at these conitiesrpay for services with private
resources. In June 2011, we acquired 14 of these@nunities for approximately $196.6 million, exding closing costs; in July 2011, we
acquired three of these communities for approxitmai44.7 million, excluding closing costs; and indust 2011 we acquired one of these
communities for approximately $17.2 million, exdiugl closing costs. We funded these acquisitionsgisash on hand, proceeds from an
equity offering, borrowings under our revolving ditfacility and by assuming approximately $48.1liom of mortgage loans in June 2011,
$12.8 million of mortgage loans in July 2011 an@.$1million of mortgage loans in August 2011. Werently expect to acquire the
remaining two of these 20 communities for an aggteegurchase price of approximately $45.3 milliogjuding the assumption of
approximately $4.9 million of mortgage debt andleding closing costs, in 2012, subject to variolasing conditions; accordingly, we can
provide no assurance that we will purchase thespeepties.

In May 2011, we acquired one senior livamgnmunity located in Rockford, lllinois with 73 &sted living units for approximately
$7.5 million, excluding closing costs. All the rdsnts at this community pay for services with pievieesources. We funded this acquisition
using cash on hand and borrowings under our revgleredit facility.

Between May and June 2011, we sold sevepepties, including four skilled nursing facilitieene assisted living community and two
MOBs, for combined sales prices totaling $39.5ioml] excluding closing costs. We recognized a gairsale of these properties of
approximately $21.3 million.

In July 2011, we agreed to acquire nineéasdiving communities located in six states with @aggregate 2,226 living units (1,708
independent living units, 471 assisted living unitsl 47 Alzheimer's care units) for approximately &0 million, excluding closing costs. /
the residents at these communities pay for servidtlsprivate resources. In December 2011, we aedweight of these nine communities for
approximately $379.0 million, excluding closing td/Ne funded these acquisitions using cash on,lmndeeds from a debt offering and by
assuming approximately $130.8 million of
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mortgage loans. We currently expect to acquiredh@ining community in 2012, subject to varioussgig conditions; accordingly, we can
provide no assurance that we will purchase thipgnty.

In December 2011, we acquired one seniordicommunity located in Walnut Creek, Califormigh 57 assisted living units for
approximately $11.3 million, excluding closing casAll the residents at this community pay for sege with private resources. We funded
this acquisition using cash on hand and borrowingter our revolving credit facility.

In February 2012, we acquired one semitmdi community located in Priceville, Alabama w88 assisted living units for approximately
$11.3 million, excluding closing costs. All the idents at this community pay for services with pte/resources. We funded this acquisition
using cash on hand.

In December 2011 and January and Febru@t2,ave entered five separate agreements to aagpsrsenior living community and four
MOBs for an aggregate purchase price of $144.8anjllexcluding closing costs. The senior living eoomity is located in Missouri and
includes 87 independent living units, and all theidents at this community pay for services witkigie resources. The four MOBs are
located in Connecticut, Georgia and Hawaii andudelan aggregate of 514,409 square feet. The gksiithese acquisitions are contingent

upon completion of our diligence and other custgntéwsing conditions; accordingly, we can provideassurance that we will purchase
these properties.

In May 2011, we and Five Star entered &toan agreement, or the Bridge Loan, under whielagreed to lend Five Star up to
$80.0 million to fund Five Star's purchase of gxisr living communities that Five Star had agreedcquire for an aggregate purchase price
of approximately $122.8 million. Since June 201i¥eFStar has completed its acquisition of theseeeimmunities and had borrowed all
$80.0 million of this Bridge Loan and has repai@ $4million. As of December 31, 2011, $38.0 millionaggregate principal amount was
outstanding and no additional borrowings were abdé under this Bridge Loan. The Bridge Loan isused by mortgages on three of these
senior living communities that Five Star acquired an four other senior living communities ownedHiye Star. The Bridge Loan matures
on July 1, 2012 and bears interest at a rate ¢quhé annual rates of interest applicable to @aurdwings under our revolving credit facility,
plus 1%. As of December 31, 2011, the interestwai® 2.9% under the Bridge Loan. We recognizeddsténcome from this Bridge Loan of
$593,000 for the year ended December 31, 2011 hwkimcluded in interest and other income in amsolidated statements of income.

During 2011, pursuant to the terms of ouasteng leases with Five Star, we purchased $33liBmof improvements made to our
properties leased to Five Star, and, as a rebalatnual rent payable to us by Five Star increbgeapproximately $2.7 million. We used
cash on hand and borrowings under our revolvinditfacility to fund these purchases.

During the years ended December 31, 208112840, cash expenditures made and capitalizegfiant improvements, leasing costs,
building improvements and development and redeveéoy activities at our MOBs were as follows (ddlar thousands):

Year Ended
December 31,
2011 2010
Tenant improvemen $ 4,25¢ $ 3,467
Leasing cost§) 2,60C  1,00¢
Building improvement&) 1,221 49(C
Development and redevelopment activif@s 1,08 34:¢

(1) Leasing costs generally include leasing commissiegs costs and other leasing costs.

2 Building improvements generally include constructamsts, expenditures to replace obsolete buildamponents, and expenditures
that extend the useful life of existing assets.

3) Development and redevelopment activities genenatlijude non-recurring expenditures or expendittinas we believe increase the
value of our existing properties.
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We have made commitments for expenditure®nnection with our MOB leasing activities durihg year ended December 31, 201.
follows:

New

Leases Renewals Total
Square feet leased during the year (0! 41 534 57¢
Total commitments for tenant improvements and tepsbsts
($000s) $ 947 $ 518¢ $ 6,13
Leasing costs per square f $ 23.0¢ $ 9.71 $ 10.6¢
Average lease term (yeal 6.2 6.1 6.1
Leasing costs per square foot per $ 374 ¢ 15 $ 174

As of December 31, 2011, our contractudibakions 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®) $ 1,822,21: $ 285,70 $ 89,45 $ 408,25. $ 1,038,80
Capital Lease Obligatior 14,21 41¢ 1,022 1,30¢ 11,46¢
Ground Lease Obligatior 2,48( 17C 34¢€ 34¢€ 1,61¢
Interest Expense Obligatiof?sl 688,01° 99,39: 187,99: 165,80¢ 234,82!
Tenant Related Obligatiof® 6,91: 5,70¢ 37z — 83C
Acquisitions®) 178,73;  178,73: — — —
Total $ 2,71256! $ 570,12: $ 279,18( $ 575,71( $ 1,287,54

(1) At December 31, 2011, our term debt maturities vesréollows: $273.5 million in 2012; $29.2 milliam 2013;
$37.6 million in 2014; $37.9 million in 2015; $3@2nillion in 2016; $47.7 million in 2017; $500.8 liron in 2019;
$200.0 million in 2020; $300.0 million in 2021; 5million in 2022; $14.7 million in 2027; $3.6 nidh in 2033; and
$9.6 million in 2038. In January 2012, we repatdnaturity, all $225.0 million of our outstandings25% unsecured
senior notes.

(2 Projected interest expense is attributable to trdylong term debt obligations listed above attsgsrates and is not
intended to project future interest costs which mesult from debt prepayments, new debt issuanceamges in
interest rates. In January 2012, we repaid, at ritgtall $225.0 million of our outstanding 8.625%secured senior
notes.

3) Committed tenant related obligations include leggiommissions and tenant improvements and are loasksdises
executed through December 31, 2011.

(4) At December 31, 2011, there were four pending $diving acquisitions and one pending MOB acquisitunder
agreement to purchase for an aggregate purchaseqir$178.7 million, excluding closing costs. Wejaired one of
these properties in February 2012 for a purchase pf $11.3 million. We funded this acquisitioringscash on hant

In January 2011, we issued $250.0 milliborsecured senior notes. The notes require intatesfixed rate of 4.30% per annum and
due in 2016. Net proceeds from the sale of thespatter underwriting discounts, fees and otheeasps, were approximately $245.4 milli
Interest on the notes is payable semi-annuallyrigaas. No principal payments are due until matukife used the net proceeds of this
offering to repay borrowings outstanding under @wolving credit facility and for general busingagposes, including the partial funding of
the acquisitions described above.

In June 2011, we acquired 1.0 million skareFive Star common stock in Five Star's pubffering of 11.5 million shares of common
stock for an aggregate purchase price of $5.0anilli
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In July 2011, we issued 11.5 million comnstrares in a public offering, raising net proceafdspproximately $247.5 million. We used
the net proceeds of this offering to repay borr@sinutstanding under our revolving credit facitityd for general business purposes,
including the partial funding of the acquisitiorssdribed above.

In October 2011, we issued 9.2 million coomnshares in a public offering, raising net proseefdapproximately $184.7 million. We
used the net proceeds of this offering to repaydwangs outstanding under our revolving credit fiaci

In December 2011, we issued $300.0 milibnnsecured senior notes. The notes require sttate fixed rate of 6.75% per annum and
are due in 2021. Net proceeds from the sale ofitites, after underwriting discounts, fees and oghpenses, were approximately
$292.2 million. Interest on the notes is payabhaisgnnually in arrears. No principal payments are dntil maturity. We used the net
proceeds of this offering to repay borrowings autding under our revolving credit facility and fpFneral business purposes, including the
partial funding of the acquisitions described above

We believe we will have access to varigges of financings, including equity or debt offeys, to fund our future acquisitions and to
pay our debts and other obligations as they beahme The completion and the costs of our futured ttabsactions will depend primarily
upon market conditions and our credit ratings. \@eehno control over market conditions. Our credliings depend upon evaluations by ci
rating agencies of our business practices and pladsin particular, whether we appear to havealtility to maintain our earnings, to space
our debt maturities and to balance our use of g@uitl debt capital so that our financial perforneaand leverage ratios afford us flexibility
withstand any reasonably anticipatable adversegggaiWe intend to conduct our business activities manner which will continue to afford
us reasonable access to capital for investmenfiasdcing activities. However, there can be no esste that we will be able to complete i
equity or debt offerings or that our cost of antufe public or private financings will not increase

On January 4, 2012, we declared a quartistyibution of $0.38 per common share, or $61ilion, to our common shareholders of
record on January 27, 2012 for the quarter endeémber 31, 2011. This distribution was paid to shalders on February 9, 2012, using
cash on hand and borrowings under our revolvinditfacility, if necessary.

Off Balance Sheet Arrangements

As of December 31, 2011, we had no off ledasheet arrangements that have had or are réhgdikaly to have a current or future
material effect on our financial condition, changefinancial condition, revenues or expenses,ltesd operations, liquidity, capital
expenditures or capital resources.

Debt Covenants

Our principal debt obligations at Decem®gr2011 were: four public issuances of unsecueais notes of $225.0 million due 2012 at
an annual interest rate of 8.625% (repaid on Jgr2@t2 maturity date), $250.0 million due 2016 mbanual interest rate of 4.30%,
$200.0 million due 2020 at an annual interest 0d 75% and $300.0 million due 2021 at an interatst of 6.75%; and $847.4 of mortgages
secured by 79 of our properties. We also have twpgrties encumbered by capital leases totaling2dillion at December 31, 2011. Our
unsecured senior notes are governed by an indeffiuesindenture for our unsecured senior notesr@iatked 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 maiataninimum net worth, restrict our ability to madkistributions under certain circumstan
and generally require us to maintain certain ofimancial ratios. As of December 31, 2011, we halieve were in
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compliance with all of the covenants under our mdee and related supplements, our revolving cifaditity and our other debt obligations.

None of our indenture and related supplemeanr revolving credit facility or our other dediiligations contain provisions for
acceleration which could be triggered by our dabhgs. However, in certain circumstances, ourIkéng credit facility uses our senior debt
rating to determine the fees and the interestpayable for the facility.

Our public debt indenture and related sepy@nts contain cross default provisions to anyratkbts of at least $10.0 million or, with
respect to certain notes under such indenture @oglements, higher amounts. Similarly, our revaivomedit facility contains a cross default
provision to any other debts of $25.0 million ornethat are recourse debts and to any other déB#®50 million or more that are non-
recourse debts. Any termination of our businessagament agreement with RMR would cause a defadiuour revolving credit facility, if
not approved by a majority of our lenders.

Related Person Transactions

We have relationships among us, our Trgstear executive officers, RMR, Five Star, CWH, Ad@d other companies to which RMR
provides management services and others affiliatddor related to them. For example, we have nplegees; personnel and various
services we require to operate our business axédembto us by RMR pursuant to management agreamalso, as a further example, we
have relationships with other companies to whichRRpMovides management services and which havesersistlirectors and officers who are
also Trustees, directors or officers of ours or RMRIuding Five Star, which is our former subsigliand our largest tenant, and we are Five
Star's largest stockholder; CWH, which was our farparent and with which we have engaged in trdisecfrom time to time, including
our acquiring MOB properties from CWH; and AIC, ladiana insurance company, of which we, RMR, Fiteer SCWH, HPT, GOV and TA
each currently own approximately 14.29%, and wétspect to which we and the other shareholders Gft¥ve property insurance in place
providing $500.0 million of coverage pursuant toigsurance program arranged by AIC and with resgeathich AIC is a reinsurer of cert:
coverage amounts. For further information abous¢rend other such relationships and related péransactions and about the risks which
may arise as a result of these and other relatesbpdéransactions and relationships, please see NNt the Notes to our Consolidated
Financial Statements included in Item 15 of thisyAal Report on Form 10-K, which is incorporatedeieby reference. In addition, for more
information about these transactions and relatigssiplease see elsewhere in this report, inclutiigrning Concerning Forward Looking
Statements" and the "Risk Factors" section forszidgtion of risks which may arise from these temi®ns and relationships. Descriptions of
our agreements with RMR, Five Star, CWH and AlGhis Annual Report on Form 10-K are summaries aadjaalified in their entirety by
the terms of the agreements which are among thibiexhisted in Item 15 of this Annual Report onrFo10-K and incorporated herein by
reference. In addition, copies of certain of thageeements are filed with the SEC and may be odddirom the SEC's website at
WWW.SeC.gov.

We believe that our agreements with RMRgFtar, CWH and AIC are on commercially reasonsdi@ms. 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
competitive advantages in operating and growingomsiness.

Critical Accounting Policies

Our critical accounting policies are thdsat will have the most impact on the reportingof financial condition and results of
operations and those requiring significant judgreemd estimates. We believe that our judgmentsatichates are consistently applied and
produce financial information
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that fairly presents our results of operations. Most critical accounting policies involve our istents in real 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;

. assessment of the carrying values and impairménés @ lived assets; and

. classification of leases.

We allocate the consideration paid, gehecalsh plus the fair value of any assumed lidabgitfor our properties among land, building
and improvements and identified intangible assedsliabilities, consisting of the value of aboverke 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 indigpemeal estate appraisal firms to provide markKetmation and evaluations that are
relevant to our purchase price allocations andrdet@ations of useful lives; however, we are ultislptresponsible for the purchase price
allocations and determination of useful lives.

We allocate the consideration to land,dnd 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 andibelarket leases are based on the estimated predant(using an interest rate which
reflects our assessment of the risks associatértigtleases acquired) of the difference betwepthélcontractual amounts to be paid
pursuant to the in place leases and (2) our estiofdiir market lease rates for the corresponffinges, measured over a period equal to the
remaining norcancelable terms of the respective leases. Purghiseallocations to in place leases and tendatioaships are determined
the excess of (1) the purchase price paid for pgty after adjusting existing in place leasesstingated market rental rates over (2) the
estimated fair value of the property as if vacslvié. aggregate this value between in place leasesaund 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 iran@for acquisitions reflected in our
historical financial statements. We consider carfactors in performing these analyses includirtgredes 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 commiissilegal and other related costs. If we beliéeevlue of tenant relationships are
material in the future, those amounts will be safmy allocated and amortized over the estimataxsof 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.

We compute depreciation expense usingtthght line method over estimated useful livesipfto 40 years for buildings and
improvements, and up to 12 years for personal ptgpé@/e do not depreciate the allocated cost ofl lakle amortize capitalized above mat
lease values (included in acquired real estate$as a reduction to rental income over the reimgimon-cancelable terms of the respective
leases. We amortize capitalized below market lgakees (presented as acquired real estate leagatidnhs) as an increase to rental income
over the remaining terms of the respective leadesamortize the value of in place leases exclusiibe value of above market and below
market in place leases to expense over the rengaidn-cancelable periods of the respective ledfsadease is terminated prior to its stated
expiration, all unamortized amounts relating ta thase are written off. Purchase price allocatreugiire us to make certain assumptions and
estimates. Incorrect assumptions and estimates@sait in inaccurate depreciation and amortizatioarges over future periods.
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We periodically evaluate our propertiesifopairment. Impairment indicators may include denl tenant occupancy, weak or declin
tenant profitability, cash flow or liquidity, ouredision to dispose of an asset before the end ekitimated useful life and legislative, and
market or industry changes that could permanertiyce the value of a property. If indicators of @amment 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 legstti@carrying value, we reduce the net carryidgevaf the property to its estimated fair
value. This analysis requires us to judge whethgicators of impairment exist and to estimate likekure cash flows. If we misjudge or
estimate incorrectly or if future tenant operatiomsirket or industry factors differ from our expains we may record an impairment charge
that is inappropriate or fail to record a chargeewkve should have done so, or the amount of arty ch&rges may be inaccurate.

Each time we enter a new lease or matemadidify an existing lease, we evaluate its cléssiifon as either a capital or operating lease.
The classification of a lease as capital or opegadiffects the carrying value of a property, ad a®lour recognition of rental payments as
revenue. These evaluations require us to make a&stinof, among other things, the remaining usé@bhd 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 judgméoist &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 petitive environments in which our properties apemated. In the future, we may need to
revise our carrying value assessments to incorpamédrmation 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 theigadf our real estate investments to increase
In an inflationary environment, the percentagesevitich we receive based upon a percentage okoants' 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 regullecreased earnings unless it is offset by as®@d revenues. In periods of rapid inflation,
tenants' operating costs may increase faster thanues and this fact may have an adverse impaatugif our tenants' operating income
from our properties becomes insufficient to pay @mt. To mitigate the adverse impact of increasednt financial distress upon us, we
generally require our tenants to provide guaranf@esur rent. To mitigate the adverse impact aféased costs of debt capital in the event of
material inflation, we previously have purchaseeriest rate cap agreements and we may enter imtlasinterest rate hedge arrangements in
the future. The decision to enter into these agesgsnwas and will be based on the amount of oatifig rate debt outstanding, our belief 1
material interest rate increases are likely to oecul the requirements of our borrowing arrangement

Impact of Government Reimbursement

As of December 31, 2011, approximately 9#%ur current NOI from our properties came fromperties where a majority of the NOI
is derived from private resources, and the remgiBi#b of our NOI from our properties came from pmbies where a majority of the NOI is
dependent upon Medicare and Medicaid programstéhants operate facilities in many states andqpatie in many federal and state health
care payment programs, including the federal Mediead state Medicaid
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benefit programs for services in SNFs, hospitatb@ther similar facilities, state Medicaid prografosservices in assisted living
communities and other federal and state healthgayment programs. With the background of the atifiederal budget deficit and other
federal priorities and continued difficult statedal conditions, there have been numerous recgistdéve and regulatory actions or proposed
actions with respect to federal Medicare ratesstate Medicaid rates and federal payments to sfatddedicaid programs. Examples of
these, and other information regarding such prograsndiscussed under the caption, "Business—GavemhRegulation and
Reimbursement”. We are unable to predict the imphtttese or other recent legislative and reguwasetions or proposed actions with
respect to state Medicaid rates and federal MegliGes and federal payments to states for Medpraigrams on those of our tenants or
managers that derive a material portion of thaieneies from Medicare, Medicaid or other governmigimagrams. The changes implemented
or to be implemented as a result of such actionfdaesult in the failure of Medicare, Medicaidmivate payment reimbursement rates to
cover increasing costs, in reductions in paymentstteer circumstances that could have a materiziae effect on the ability of some of our
tenants to pay rent to us, the profitability ofeated Managed Communities and the values of oyrepties.

Seasonality

Nursing home and assisted living operattmage historically reflected modest seasonalityrimiyicalendar fourth quarter holiday
periods, residents at such facilities are sometidimsharged to join in family celebrations and agbitin 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 differendesvi® 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 materialtaesults of operations, because the increasstd 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 wittkketahanges in interest rates. We manage our esptsithis market risk by monitoring
available financing alternatives. Our strategy &miage exposure to changes in interest rates hasatetially changed since December 31,
2010. Other than as described below, we do noséar@ny significant changes in our exposure talions in interest rates or in how we
manage this exposure in the near future.
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At December 31, 2011, our outstanding firet@ debt included the following (dollars in thands):

Principal Annual Annual
Interest Interest Interest
Debt Balance(® Rate Expense Maturity Payments Due
Unsecured senior not $ 300,00( 6.75% $ 20,25( 2021 Sem-Annually
Unsecured senior not 250,00( 4.30% 10,75( 201¢ Sem-Annually
Unsecured senior noté3 225,000 8.625% 19,40¢ 201z Sem-Annually
Unsecured senior not 200,00( 6.75% 13,50( 202C Sem-Annually
Mortgages?® 300,66¢ 6.71% 20,17¢ 201¢ Monthly
Mortgages 93,13 5.924% 5,517 201¢ Monthly
Mortgages 47,68¢ 6.54% 3,11¢ 2017 Monthly
Mortgages 37,61¢ 5.83% 2,19: 201« Monthly
Mortgages 30,58( 6.97% 2,131 2012 Monthly
Mortgage 14,00¢ 6.91% 96¢ 201z Monthly
Mortgages 13,31( 5.66% 753 201t Monthly
Mortgage 12,69¢ 6.25% 793 201¢ Monthly
Mortgage® 12,40C  6.03% 74€ 2012 Monthly
Mortgage 11,747 6.365¥% 74¢ 201t Monthly
Mortgages 10,92( 6.11% 667 201z Monthly
Mortgage 9,62: 5.95% 573 203¢ Monthly
Mortgage 6,581 5.97% 393 201¢ Monthly
Mortgage 5,21¢ 5.65% 29t 201t Monthly
Mortgage 4,68¢ 5.81% 272 201t Monthly
Mortgage 4,22¢ 6.50% 27¢ 201z Monthly
Mortgage 3,61¢ 6.25% 22¢ 203z Monthly
Mortgage 3,51¢ 7.31% 257 202z Monthly
Mortgage 3,171 6.07% 19z 201z Monthly
Mortgage 2,94¢ 5.88% 17z 201t Monthly
Mortgage 2,35¢ 6.73% 15¢ 201z Monthly
Mortgage 1,72 7.85% 13t 202z Monthly
Bonds 14,70C 5.875% 864 2027 Sem-Annually
$ 1,622,13 $ 105,53:

(1) The principal balances and interest rates arerttaiats stated in the contracts. In accordance @RiAP, our carrying
values and recorded interest expense may be diffeezause of market conditions at the time werasdicertain of
these debts.

(2) In January 2012, we repaid, at maturity, all $228illion of our outstanding 8.625% unsecured seniges.

3) Consists of fixed rate portion of our FNMA loan.

(€] In February 2012 we repaid this debt.

No principal payments are due under oueomsed notes or bonds until maturity. Our mortgaggsire principal and interest payments
through maturity pursuant to amortization scheduBezause these debts bear interest at a fixedctzdages 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 annual interest cost would inereaslecrease by approximately $10.6 million.
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Changes in market interest rates affectalevalue of our fixed rate debt obligations;i@ases in market interest rates decrease the fair
value of our fixed rate debt, while decreases inketainterest rates increase the fair value offixad rate debt. Based on the balances
outstanding at December 31, 2011, and discountgd ftav analysis through the maturity date of dxed rate debt obligations, a
hypothetical immediate 10% change in interest rai@sld change the fair value of those obligatiopspproximately $45.5 million.

Our unsecured senior notes and mortgageergléy contain provisions that allow us to makgaygments at par plus premiums which are
generally designed to preserve stated yields taldfe holders. Also, as we have previously donepegasionally have the opportunity to
purchase our outstanding debt by open market pseshd hese prepayment rights and purchases may afdhe opportunity to mitigate the
risks arising from changes in interest rates.

Our unsecured revolving credit facility ages interest at floating rates and matures in 200&. At December 31, 2011, we had no
amounts outstanding and $750.0 million availabtebfarrowing under our revolving credit facility. Wieay make repayments and drawings
under our revolving credit facility at any time taut penalty. We borrow in U.S. dollars and bormuys under our revolving credit facility
accrue interest at LIBOR plus a spread. Accordingly are vulnerable to changes in U.S. dollar babedt term rates, specifically LIBOR.
addition, we are vulnerable to increases in crealitads due to market conditions. Generally, agdaminterest rates would not affect the
value of our floating rate debt but would affect operating results. For example, the interestpai@ble on our revolving credit facility at
December 31, 2011 was 1.90%. The following tabésents the impact a 10% change in interest ratakiwave on our annual floating rate
interest expense at December 31, 2011 if we haddwhwn our revolving credit facility (dollars thousands):

Impact of Changes in Interest Rates

Outstanding Total Interest
Interest Rate Debt Expense Per Year
At December 31, 201 1.90% $ 750,000 $ 14,25(
10% reductior 1.71% $ 750,000 $ 12,82t
10% increas: 2.09% $ 750,000 $ 15,67¢

The foregoing table shows the impact oiramediate 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 rated imcrease or decrease in the future with
increases or decreases in the outstanding amodet onr revolving credit facility or other floatingte debt.

In 2009, we closed a FNMA mortgage finagdior approximately $512.9 million. A part of thierrowing is at a fixed interest rate, with
a balance of $300.7 million at December 31, 20hd, apart is at a floating rate calculated as espabove LIBOR, with a balance of
$200.1 million at December 31, 2011. Generallyhange in market interest rates will not changevtiiae of the floating rate part of this loan
but will change the interest expense on the flgatate part of this loan. For example, at Decentie2011, our effective weighted average
annual interest rate payable on the outstandinigiaramount of this loan was 6.39%. If interes¢sachange by 10% of current rates,
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the impact upon us would be to change our intengsénse as shown in the following table (dollarthivusands):

Impact of Changes in Interest Rates

Outstanding Total Interest
Interest Rate () Debt Expense Per Year
At December 31, 201 6.39% $ 200,07¢ $ 12,78¢
10% reductior 6.36% $ 200,07¢ $ 12,72¢
10% increas: 6.42% $ 200,07¢ $ 12,84¢

(1) Our variable rate at December 31, 2011 consistiseobne month LIBOR rate of 0.295% at Decembe81] plus a fixed premium.
This table assumes a 10% interest rate changesaonéhmonth LIBOR rate.

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 thetf8 months of the loan term subject to our payrggandard make whole premium and
thereafter for a declining fixed percent premiunhaf amount prepaid which is reduced to zero ifakesix 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 mtitan this FNMA loan arising from
changes in interest rates.

Item 8. Financial Statements and Supplementary &a.
The information required by this item isluded 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, Presidewct @hief Operating Officer and Treasurer and CRia&ncial Officer, of the effectiveness
of our disclosure controls and procedures pursteeBkchange Act Rules 13a-15 and 15d-15. Based tiadrevaluation, our Managing
Trustees, President and Chief Operating OfficerBreéisurer and Chief Financial Officer concludeat thur disclosure controls and
procedures are effective.

There have been no changes in our intearatol over financial reporting during the quaeded December 31, 2011 that have
materially affected, or are reasonably likely totenally affect, our internal control over finantiaporting.

Management Report on Assessment of Internal ContrdDver Financial Reporting

We are responsible for establishing anchta@ing adequate internal control over finanogdarting. Our internal control system is
designed to provide reasonable assurance to ouagearent and Board of Trustees regarding the priégpai@nd fair presentation of
published financial statements. All internal cohfigstems, no matter how well designed, have inftdimitations.
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Therefore, even those systems determined to betiefecan provide only reasonable assurance wipet to financial statement preparation
and presentation.

Our management assessed the effectivefiess mternal control over financial reporting@sDecember 31, 2011. 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, asagrBber 31, 2011, our internal control over finah@porting is
effective.

Ernst & Young LLP, the independent registiepublic accounting firm that audited our 2011smidated financial statements include
this Annual Report on Form 1Q; has issued an attestation report on our intesoairol over financial reporting. The report apgesisewher
herein.

ltem 9B. Other Information.

On February 14, 2012, our Board of Trustmspted amended and restated bylaws of the Compéagtive that same day. The
amended and restated bylaws now provide that imaontested election for Trustees, a pluralitylofhee votes cast at a meeting of
shareholders duly called and at which a quorunmésgnt shall be sufficient to elect a Trustee.rRddhis amendment, the bylaws required a
majority of all the votes cast at a meeting of ehatders duly called and at which a quorum is preseelect a Trustee in an uncontested
election.

A copy of the amendment and restated bylawstached as Exhibit 3.5 and which amended estdited bylaws are incorporated herein
by reference. In addition, a marked copy of the Gany's amended and restated bylaws indicating e@samgde to the Company's bylaws as
they existed immediately prior to the adoptiontafde amended and restated bylaws is attached #sitE«B.
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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.
The information required by Item 12 is inparated by reference to our definitive Proxy Staat.
Item 13. Certain Relationships and Related Traresctions, and Director Independence.
The information required by Item 13 is inparated by reference to our definitive Proxy Statat.
Item 14. Principal Accountant Fees and Services.
The information required by Item 14 is inparated by reference to our definitive Proxy Statat.
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PART IV
Item 15. Exhibits and Financial Statement Schedes.

€)) Index to Financial Statements and Financial Stat¢r@ehedules

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

Page

Report of Ernst & Young LLP, Independent RegistePethlic Accounting Firn F-1
Consolidated Balance Sheets as of December 31,&01 201( F-3
Consolidated Statements of Income for each oftiteetyears 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 Statem 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

2.1 Purchase Agreement, dated as of July 281,26mong CC-Boca, Inc., CR Chevy Chase
Partnership, CC-Dallas, Inc., HBC Associates, LOC-Plantation, Inc., C&ompano, Inc
CC-Reno, Inc., CR Teaneck Limited Partnership, GReRale Limited Partnership and the
Company. (Incorporated by reference to the Compaytrent Report on Form 8-K dated
September 1, 2011

2.2 First Amendment to Purchase Agreementddadeof August 29, 2011, among CC-
Boca, Inc., CR Chevy Chase Partnership, CC-Ddltas, HBC Associates, LLC, CC-
Plantation, Inc., CC-Pompano, Inc., CC-Reno, I6&, Teaneck Limited Partnership, CR
Riverdale Limited Partnership and the Company.dtporated by reference to the
Company's Current Report on For-K dated October 12, 2011

2.3 Second Amendment to Purchase Agreemeret; @atof August 31, 2011, among CC-
Boca, Inc., CR Chevy Chase Partnership, CC-Ddltas, HBC Associates, LLC, CC-
Plantation, Inc., CC-Pompano, Inc., CC-Reno, I6®,Teaneck Limited Partnership,
CR Riverdale Limited Partnership and the Compalmgofporated by reference to the
Company's Current Report on For-K dated October 12, 2011

3.1 Composite Copy of Amended and RestatedaDetibn of Trust, dated September 20, 1999,
as amended to date. (Incorporated by referendeet@ompany's Quarterly Report on
Form 1(-Q for the quarter ended June 30, 20

3.2 Articles Supplementary dated May 11, 2q0®orporated by reference to the Company's
Quarterly Report on Form -Q for the quarter ended March 31, 20(
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Exhibit

Number Description

3.3 Articles Supplementary dated March 10, 2@0vorporated by reference to the Company's
Registration Statement on Fort-A dated March 18, 2004

3.4 Certificate of Correction dated March 29, 2004c@rporated by reference to the Compa
Quarterly Report on Form -Q for the quarter ended March 31, 20(

3.5 Amended and Restated Bylaws of the Compatoptad February 14, 2012. (Filed
herewith.)

3.6 Amended and Restated Bylaws of the Compaitoptad February 14, 2012 (marked copy).
(Filed herewith.’

4.1 Form of Common Share Certificate. (Incorpedaty reference to the Company's Quarterly
Report on Form 1-Q for the quarter ended June 30, 20!
4.2 Indenture, dated as of December 20, 200ldmt the Company and State Street Bank and

Trust Company. (Incorporated by reference to then@amy's Registration Statement on
Form &3, File No. 33-76588.)

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

4.4 Supplemental Indenture No. 2, dated as okbBwer 28, 2001, between the Company and
State Street Bank and Trust Company, relatingt6s®6 Senior Notes due 2012.
(Incorporated by reference to the Company's CuiRepiort on Form 8-K dated
February 13, 2002

4.5 Supplemental Indenture No. 4, dated as oil Ap2010, between the Company and U.S.
Bank National Association, relating to 6.75% Semotes due 2020, including form
thereof. (Incorporated by reference to the Compa@Qyiarterly Report on Form ID+or the
quarter ended March 31, 201

4.6 Supplemental Indenture No. 5, dated as of Janu&rgdll, between the Company and |
Bank National Association, related to 4.30% Sehlotes due 2016, including form there
(Incorporated by reference to the Company's AnRegdort on Form 10-K for the year
ended December 31, 201

4.7 Supplemental Indenture No. 6, dated as okber 8, 2011, between the Company and
U.S. Bank National Association, related to 6.75%i&eNotes due 2021, including form
thereof. (Filed herewith

4.8 Rights Agreement, dated as of March 10, 2betyeen 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

4.9 Appointment of Successor Rights Agent, daedf 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-

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

10.1 Amended and Restated Business Managemeaegnt, dated as of October 26, 2011,
among Reit Management & Research LLC, the CompBagry M. Portnoy, Gerald M.
Martin and Adam D. Portnoy. (+) (Incorporated bference to the Company's Quarterly
Report on Form 1-Q for the quarter ended September 30, 2C
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Exhibit
Number

Description

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

Amendment to Amended and Restated Businesayement Agreement, dated as of
November 21, 2011, between Reit Management & ReldarC and the Company. (-
(Incorporated by reference to the Company's CuiRepiort on Form & dated December
2011.)

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

First Amendment to Amended and RestateddPtppanagement Agreement, dated as of
January 14, 2011, between Reit Management & Rdsé&i€ and the Company. (+)
(Incorporated by reference to the Company's AnRegdort on Form 10-K for the year
ended December 31, 201
1999 Incentive Share Award Plan. (+) (Inooaped by reference to the Company's
Registration Statement on Form S-11 (Pre-effediimendment No. 2), File No. 333-
69703.)

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

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

Form of Restricted Share Agreement. (+)qliporated by reference to the Company's
Current Report on Form-K dated September 21, 201
Representative form of Indemnification Agnest. (+) (Incorporated by reference to the
Company's Current Report on For-K dated February 3, 200¢
Summary of Trustee Compensation. (+) (Incorporateceference to the Company's Cur
Report on Form-K dated May 17, 2011
Transaction Agreement, dated Septemberd2B, between HRPT Properties Trust and the
Company. (Incorporated by reference to the CufRaptort on Form 8-K dated October 12,
1999 by HRPT Properties Trust (now known as Commealtd REIT).)

First Amendment to Transaction Agreemeaiigdi as of May 5, 2008, between HRPT
Properties Trust and the Company. (Incorporatecefgrence to the Company's Current
Report on Form-K dated May 9, 2008
Transaction Agreement, dated Decemberdl,,20mong the Company, certain subsidiaries
of the Company party thereto, Five Star QualityeCémc., certain subsidiaries of Five Star
Quality Care, Inc. party thereto, FSQ, Inc., Haalif 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 Agredireage 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 Compayarterly Report on Form 10-Q for the
quarter ended June 30, 20C

Partial Termination of and First AmendnmienAmended and Restated Master Lease
Agreement (Lease No. 1), dated as of October 19,28@0ong certain subsidiaries of the
Company, as Landlord, and Five Star Quality Caresflras Tenant. (Incorporated by
reference to the Company's Quarterly Report on F@+Q for the quarter ended
September 30, 200¢
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Exhibit
Number

Description

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

Second Amendment to Amended and Restated Mastsel&greement (Lease No. 1), de
as of November 17, 2009, among certain subsidiafiése Company, as Landlord, and Five
Star Quality Care Trust, as Tenant. (Incorporateceference to the Company's Annual
Report on Form 1-K for the year ended December 31, 20!

Third Amendment to Amended and Restatedéviagase Agreement (Lease No. 1), dated
as of December 10, 2009, among certain subsidiafigtee Company, as Landlord, and Five
Star Quality Care Trust, as Tenant. (Incorporatedceference to the Company's Annual
Report on Form 1-K for the year ended December 31, 20!

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

Fifth Amendment to Amended and Restated Masterd_Aggeement (Lease No. 1), date
of May 1, 2011, among certain subsidiaries of tbenany, as Landlord, and Five Star
Quality Care Trust, as Tenant. (Incorporated bgnafce to the Company's Current Report
on Form &K dated June 27, 2011

Partial Termination of and Sixth AmendmenAmended and Restated Master Lease
Agreement (Lease No. 1), dated as of June 1, 20hang certain subsidiaries of the
Company, as Landlord, and Five Star Quality Caresflras Tenant. (Incorporated by
reference to the Company's Current Report on F-K dated June 27, 2011

Seventh Amendment to Amended and RestassteNLease Agreement (Lease No. 1),
dated as of June 20, 2011, among certain subsidiafithe Company, as Landlord, and F
Star Quality Care Trust, as Tenant. (Incorporateceference to the Company's Current
Report on Form-K dated June 27, 2011
Amended and Restated Guaranty Agreemeas@ Mo. 1), dated as of August 4, 2009,
made by Five Star Quality Care, Inc., as Guarafborthe benefit of certain subsidiaries of
the Company, relating to the Amended and Restatestévl Lease Agreement (Lease No. 1),
dated as of August 4, 2009, among certain affdiatiethe Company, as Landlord, and Five
Star Quality Care Trust, as Tenant. (Incorporatedceference to the Company's Quarterly
Report on Form 1-Q for the quarter ended June 30, 20i
Amended and Restated Master Lease Agrediireade No. 2), dated as of August 4, 2009,
among certain affiliates of the Company, as Lartlland certain affiliates of Five Star
Quality Care, Inc., as Tenant. (Incorporated bgnexfce to the Company's Quarterly Report
on Form 1-Q for the quarter ended June 30, 20!

Partial Termination of and First AmendmerdAmended and Restated Master Lease
Agreement (Lease No. 2), dated as of November19,28mong 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 AmendrieAtmended and Restated Master Lease
Agreement (Lease No. 2), dated as of August 1, 2@hdng certain subsidiaries of the
Company, as Landlord, and certain subsidiarieswaf Btar Quality Care, Inc., as Tenant.
(Incorporated by reference to the Company's Quaraport on Form 10-Q for the quarter
ended September 30, 201
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Exhibit
Number

Description

10.26

10.27

10.28

10.29

10.30

10.31

10.32

10.33

10.34

10.35

Third Amendment to Amended and Restatedéviagase Agreement (Lease No. 2), dated
as of June 20, 2011, among certain subsidiarifseo€Company, as Landlord, and certain
subsidiaries of Five Star Quality Care, Inc., asdnt. (Incorporated by reference to the
Company's Current Report on Fori-K dated June 27, 2011

Fourth Amendment to Amended and Restatestdviaease Agreement (Lease No. 2), dated
as of July 22, 2011, among certain subsidiaridgh®Company, as Landlord, and certain
subsidiaries of Five Star Quality Care, Inc., asarg. (Incorporated by reference to the
Company's Quarterly Report on Form-Q for the quarter ended June 30, 20.

Amended and Restated Guaranty Agreemeas@ 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 Restatesté Lease Agreement (Lease No. 2),
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 to the
Company's Quarterly Report on Formr-Q for the quarter ended June 30, 20

Amended and Restated Master Lease Agrediireae No. 4), 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 bgneice to the Company's Quarterly Report
on Form 1-Q for the quarter ended June 30, 20
First Amendment to Amended and Restated Masterd Agseement (Lease No. 4), datec
of October 1, 2009, among certain subsidiarieb@f@ompany, as Landlord, and certain
subsidiaries of Five Star Quality Care, Inc., asarg. (Incorporated by reference to the
Company's Annual Report on Form-K for the year ended December 31, 20(

Partial Termination of and Second AmendrieAtmended and Restated Master Lease
Agreement (Lease No. 4), dated as of May 1, 20mbg certain subsidiaries of the
Company, as Landlord, and certain subsidiaries\wa Btar Quality Care, Inc., as Tenant.
(Incorporated by reference to the Company's CuiRepiort on Form 8-K dated June 27,
2011))

Third Amendment to Amended and Restatedéviagase Agreement (Lease No. 4), dated
as of June 20, 2011, among certain subsidiaritseo€ompany, as Landlord, and certain
subsidiaries of Five Star Quality Care, Inc., asdnt. (Incorporated by reference to the
Company's Current Report on Fori-K dated June 27, 2011
Amended and Restated Guaranty Agreemeas@ No. 4), dated as of August 4, 2009,
made by Five Star Quality Care, Inc., as Guaraffbotthe benefit of certain affiliates of the
Company, relating to the Amended and Restated Mastese Agreement (Lease No. 4),
dated as of August 4, 2009, among certain affdiatiethe Company, as Landlord, and
certain affiliates of Five Star Quality Care, In&s, Tenant. (Incorporated by reference to the
Company's Quarterly Report on Form-Q for the quarter ended June 30, 20

Lease Realignment Agreement, dated as gligtut, 2009, among the Company and certain
of its subsidiaries, and Five Star Quality Care, Bnd certain of its subsidiaries.
(Incorporated by reference to the Company's QugrRaport on Form 10-Q for the quarter
ended June 30, 200¢

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

Description

10.36

10.37

10.38

10.39

10.40

10.41

10.42

10.43

10.44

10.45

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

Amended and Restated Master Lease Agreedaat 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!

Amendment No. 1 to Amended and Restatedeviasase Agreement, dated as of August 4,
2009, among SNH FM Financing LLC, SNH FM Financirrgst and Ellicott City Land
I, LLC, as Landlord, and FVE FM Financing, Inc.,Temant. (Incorporated by reference to
the Company's Quarterly Report on Forn-Q for the quarter ended June 30, 20!
Amended and Restated Guaranty Agreemetet] da of August 4, 2009, made by Five Star
Quality Care, Inc., as Guarantor, for the bendflsdH FM Financing LLC, SNH FM
Financing Trust and Ellicott City Land I, LLC, ré¢ilag to the Amended and Restated Master
Lease Agreement, dated as of August 4, 2009, arf8did)FM Financing LLC, SNH FM
Financing Trust and Ellicott City Land I, LLC, ashdlord, and FVE FM Financing, Inc., as
Tenant. (Incorporated by reference to the Compayarterly Report on Form 10-Q for the
quarter ended June 30, 20C

Key Principal Guaranty and Indemnity Agreetmdated 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 Agreementdaet@f 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 For-K dated July 29, 2005

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

Second Amendment to Amended and Restasit@greement, dated as of December 7,
2010, among the Company and Wells Fargo Bank, M#\Administrative Agent.
(Incorporated by reference to the Company's CuRepiort on Form & dated December
2010.)

Credit Agreement dated as of June 24, 2&xhbng the Company, Wells Fargo Bank,
National Association, as Administrative Agent, aath of the other financial institutio
initially a signatory thereto. (Incorporated byaefnce to the Company's Current Report on
Form ¢-K dated June 27, 2011

Purchase and Sale Agreement, dated asvefimlier 12, 2010, between Hub Properties
Trust, as Seller, and the Company, as Purchastr f@spect to 5 Hampshire, 15 Hampshire
and 100 Hampshire, Mansfield, Massachusetts). (parated by reference to the Compal
Current Report on Formr-K dated November 18, 201(
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Exhibit
Number

Description

10.46

10.47

10.48

10.49

10.50

10.51

10.52

10.53

10.54

10.55

10.56

Purchase and Sale Agreement, dated asveiNer 12, 2010, between Lakewood Property
Trust, as Seller, and the Company, as Purchas#r {ggpect to 7600 Capital of Texas
Highway, Austin, Texas). (Incorporated by referetcthe Company's Current Report on
Form ¢-K dated November 18, 201(

Purchase and Sale Agreement, dated asveimlzer 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(

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

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

Purchase and Sale Agreement, dated asveiNaer 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 asveier 12, 2010, between HRP NOM L.P., as
Seller, and the Company, as Purchaser (with re$p&&60 Naiman Parkway, Solon, Ohi
(Incorporated by reference to the Company's CuRepiort on Form 8-K dated
November 18, 2010

Purchase and Sale Agreement, dated asveiNaer 12, 2010, between Hub Properties
Trust, as Seller, and the Company, as Purchas#r {ggpect to AOC-Buena Vista Building,
Buena Vista, SE, AOC-LAB Building, 1801A Randol@BE, AOC-Randolph Building,

1801 Randolph, SE, and AOC-Sandia Vista Buildinge®a Vista, SE, Albuquerque, New
Mexico). (Incorporated by reference to the Compa@rrent Report on Form 8-K dated
November 18, 2010

Purchase and Sale Agreement, dated asveiNaer 12, 2010, between Hub Properties
Trust, as Seller, and the Company, as Purchastr (@spect to 4411 The 25 Way and 4420
The 25 Way, Albuquerque, New Mexico). (Incorporabgdeference to the Company's
Current Report on Formr-K dated November 18, 201(
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10.57

10.58

10.59

10.60

10.61

10.62

10.63

10.64

10.65

10.66

10.67

Purchase and Sale Agreement, dated asveiNmer 12, 2010, between Hub Properties
Trust, as Seller, and the Company, as Purchas#r (@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, dated asvefimlier 12, 2010, between Hub Properties
Trust, as Seller, and the Company, as Purchastr (@spect to 1305 Corporate Center
Drive, Eagan, Minnesota). (Incorporated by refeestocthe Company's Current Report on
Form &K dated November 18, 201(

Purchase and Sale Agreement, dated asvefiiNier 12, 2010, between HRP NOM 2 L.P.,
as Seller, and the Company, as Purchaser (witlecesp 59 Executive Park South, Atlanta,
Georgia). (Incorporated by reference to the Compa@urrent Report on Form 8-K dated
November 18, 2010
Purchase and Sale Agreement, dated as of Nover2h2010, between Blue Dog Proper
Trust, as Seller, and the Company, as Purchastr (@spect to 866 North Main Street,
Wallingford, Connecticut). (Incorporated by refererio the Company's Current Report on
Form &K dated November 18, 201(

Purchase and Sale Agreement, dated asvefimlier 12, 2010, between Hub Properties
Trust, as Seller, and the Company, as Purchastr (@spect to 40 Sebethe Drive,
Cromwell, Connecticut). (Incorporated by refereteéhe Company's Current Report on
Form &K dated November 18, 201(

Purchase and Sale Agreement, dated asveiNmer 12, 2010, between Cedars LA LLC, as
Seller, and the Company, as Purchaser (with resp&d¢dars Sinai I, 8631 West Third
Street, East Tower and Cedars Sinai I, 8635 WhstTStreet, West Tower, Los Angeles,
California). (Incorporated by reference to the Camps Current Report on Form 8-K dated
November 18, 2010

Purchase and Sale Agreement, dated asvefimlier 12, 2010, between Hub Properties
Trust, as Seller, and the Company, as Purchastr (@spect to 2444 West Las Palmaritas
Drive, Phoenix, Arizona). (Incorporated by referemna the Company's Current Report on
Form &K dated November 18, 201(

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

Purchase and Sale Agreement, dated aptdrBiger 20, 2011, between Hub Properties
Trust, as Seller, and the Company, as Purchastr (@spect to the property located at 3043
Walton Road, Plymouth Meeting, Pennsylvania). (fpooated by reference to the
Company's Current Report on For-K dated September 23, 201

Purchase and Sale Agreement, dated aptdrSieger 20, 2011, between Hub Properties
Trust, as Seller, and the Company, as Purchastr (@spect to the property located at
2200 County Road C West, Roseville, Minnesotadtporated by reference to the
Company's Current Report on For-K dated September 23, 201

Purchase and Sale Agreement, dated aptdrBiger 20, 2011, between Hub Properties
Trust, as Seller, and the Company, as Purchastr {@spect to the property located at 200
Old County Road, Mineola, New York). (Incorporatedreference to the Company's
Current Report on Formr-K dated September 23, 201
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10.68

10.69

10.70

10.71

10.72

10.73

10.74

10.75

10.76

10.77

10.78

Purchase and Sale Agreement, dated aptdrBiger 20, 2011, between Hub Properties
Trust, as Seller, and the Company, as Purchastr {gspect to the property located at
5823 Wildwaters Parkway, Dewitt, New York). (Incorpted by reference to the Compar
Current Report on Formr-K dated September 23, 201

Purchase and Sale Agreement, dated aptdrBiger 20, 2011, between Hub Mid-

West LLC, as Seller, and the Company, as Purclfasidr respect to the property located at
1615 Lakeside Drive, Waukegan, lllinois). (Incorgi@d by reference to the Company's
Current Report on Formr-K dated September 23, 201

Purchase and Sale Agreement, dated aptdrBiger 20, 2011, between Hub Mid-

West LLC, as Seller, and the Company, as Purclfasgr respect to the property located at
1675 Lakeside Drive, Waukegan, lllinois). (Incorpiad by reference to the Company's
Current Report on Formr-K dated September 23, 201

Purchase and Sale Agreement, dated aptdrBiger 20, 2011, between Hub Properties
Trust, as Seller, and the Company, as Purchastr {@spect to the property located at
47900 Bayside Parkway, Fremont, California). (Ipavated by reference to the Company's
Current Report on Formr-K dated September 23, 201

Purchase and Sale Agreement, dated aptdrBiger 20, 2011, between Hub Properties
Trust, as Seller, and the Company, as Purchastr {gspect to the property located at
47211/47215 Lakeview Boulevard, Freemont, Califaynflncorporated by reference to the
Company's Current Report on Fori-K dated September 23, 201

Purchase and Sale Agreement, dated aptdrBiger 20, 2011, between Hub Properties
Trust, as Seller, and the Company, as Purchastr {@spect to the property located at
7909 Parklane Road, Columbia, South Carolina) ofinarated by reference to the
Company's Current Report on Fori-K dated September 23, 201

Purchase and Sale Agreement, dated aptdrBiger 20, 2011, between Hub Properties
Trust, as Seller, and the Company, as Purchastr {gspect to the property located at
47201 Lakeview Boulevard, Freemont, Californiajic@irporated by reference to the
Company's Current Report on Fori-K dated September 23, 201

Purchase and Sale Agreement, dated aptdrBiger 20, 2011, between CW Nom LLC, as
Seller, and the Company, as Purchaser (with respélke property located at 5370 Naiman
Parkway, Solon, Ohio). (Incorporated by referemcthe Company's Current Report on
Form &K dated September 23, 201

Purchase and Sale Agreement, dated aptdrBiger 20, 2011, between Hub Properties
Trust, as Seller, and the Company, as Purchastr {@spect to the property located at
11209-11211 N. Tatum Boulevard, Phoenix, Arizolfi@mcorporated by reference to the
Company's Current Report on Fori-K dated September 23, 201

Purchase and Sale Agreement, dated aptdrBiger 20, 2011, between Hub Properties
Trust, as Seller, and the Company, as Purchas#r {ggpect to the property located at 475
Virginia Drive, Ft Washington, Pennsylvania). (Ingorated by reference to the Company's
Current Report on Formr-K dated September 23, 201
Amended and Restated Shareholders Agreedstatt December 16, 2009, among
Affiliates Insurance Company, Five Star Quality €dnc., Hospitality Properties Trust,
HRPT Properties Trust, the Company, TravelCentbfaterica 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(
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10.80

10.81

10.82
12.1
211
23.1
23.2
31.1
31.2
31.3
31.4
32.1
99.1

99.2

99.3

99.4

99.5

$80,000,000 Bridge Loan Agreement, dateaf day 12, 2011, between the Company, as
lender, and Five Star Quality Care, Inc., togethigh certain affiliates thereof, collectively
as borrower. (Incorporated by reference to the Gomis Current Report on FormK8eatec
May 13, 2011.

Representative form of Management Confaacssisted living communities, dated as of
May 12, 2011, between FVE Managers, Inc., as managd SNH SE Burlington
Tenant LLC, as owner. (Incorporated by referenaéoCompany's Current Report on
Form &K dated May 13, 2011

Pooling Agreement, dated as of May 12, 2B&fween FVE Managers, Inc. and certain
subsidiaries of the Company. (Incorporated by ssfee to the Company's Current Repol
Form &K dated May 13, 2011
Representative form of Accession Agreement. (Hilegewith.)

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 IB},20nong certain affiliates of the Company,
as Landlord, and certain affiliates of Five Staafity 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(

Guaranty Agreement, dated as of Novembe2d®4, made by Five Star Quality Care, Inc.
in favor of the Beneficiaries named therein (wigspect to the Lease Agreement for
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(

Lease Agreement, dated as of November IB},20nong certain affiliates of the Company,
as Landlord, and certain affiliates of Five Staia{@ty Care, Inc., as Tenant (with respect to
4 properties subject to GMAC financing). (Incorgedby reference to the Company's
Annual Report on Form -K for the year ended December 31, 20(

Guaranty Agreement, dated as of Novembe2d®4}, made by Five Star Quality Care, Inc.
in favor of the Beneficiaries named therein (wigspect to the Lease Agreement for
4 properties subject to GMAC financing). (Incorgedhby reference to the Company's
Annual Report on Form -K for the year ended December 31, 20(

Master Lease Agreement, dated as of SeptelnB8&08, 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.)
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99.6

99.7

99.8

99.9

99.10

99.11

99.12

99.13

99.14

101.1

Guaranty Agreement, dated as of Septemi280B, 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 asugiust 4, 2009, between Five Star Quality
Care, Inc. and the Company. (Incorporated by refsre¢o the Company's Quarterly Report
on Form 1-Q for the quarter ended June 30, 20!

Lease Agreement, dated as of June 20, d@tdeen SNH/LTA SE Home Place New
Bern LLC, as Landlord, and FVE SE Home Place NewnRé&.C, as Tenant. (Incorporated
by reference to the Company's Current Report omR-K dated June 27, 2011

Guaranty Agreement, dated as of June 20, 2011, RigsStar Quality Care, Inc. in favor
SNH/LTA SE Home Place New Bern LLC. (Incorporatgdréference to the Company's
Current Report on Formr-K dated June 27, 2011

Lease Agreement, dated as of June 20, P@tdieen SNH/LTA SE McCarthy New

Bern LLC, as Landlord, and FVE SE McCarthy New BEeKE, as Tenant. (Incorporated by
reference to the Company's Current Report on F«-K dated June 27, 2011

Guaranty Agreement, dated as of June 20, 2011, RiemStar Quality Care, Inc. in favor
SNH/LTA SE McCarthy New Bern LLC. (Incorporated i®ference to the Company's
Current Report on Formr-K dated June 27, 2011

Lease Agreement, dated as of June 23, P@tleen SNH/LTA SE Wilson LLC, as
Landlord, and FVE SE Wilson LLC, as Tenant. (Inaogied by reference to the Company's
Current Report on Formr-K dated June 27, 2011

Guaranty Agreement, dated as of June 23, 2011, RiemStar Quality Care, Inc. in favor
SNH/LTA SE Wilson LLC. (Incorporated by referencethe Company's Current Report on
Form &K dated June 27, 2011

Representative form of Management Agreeffiegrihdependent living communities, dated
as of December 15, 2011, between FVE IL Managats, &s manager, and SNH IL
Properties Trust, as owner. (Filed herewi

The following materials from the Compamysual Report on Form 10-K for the year
ended December 31, 2011 formatted in XBRL (eXtdad#usiness Reporting Language):
(i) the Consolidated Balance Sheets, (ii) the Chadated Statements of Income, (iii) the
Consolidated Statements of Shareholders' Equityti{e Consolidated Statements of Cash
Flows, and (v) related notes to these financiakstaents, tagged as blocks of text and in
detail. (Furnished herewith

(+)

Management contract or compensatory plan or arraage
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Trustees and Shareholders of Senior Hol&iogerties Trust:

We have audited the accompanying consolidated balsineets of Senior Housing Properties Trust @weripany”) as of December 31, 2011
and 2010, and the related consolidated stateméimisamne, shareholders' equity, and cash flows#arh of the three years in the period
ended December 31, 2011. Our audits also inclugedinancial statement schedule listed in the Inatdkxem 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 OversighamioUnited 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 tildasis, evidence supporting the amounts and disads in the financial statements. An
audit also includes assessing the accounting ptesiused and significant estimates made by marnageas 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, 2011 8i40,2and the consolidated results of its operatémusits cash flows for each of the three
years in the period ended December 31, 2011, 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, 2011, based on @itstablished in Internal Control—
Integrated Framework issued by the Committee ohSping Organizations of the Treadway Commissiahaur report dated February 17,
2012 expressed an unqualified opinion thereon.

/sl Ernst & Young LLP

Boston, Massachusetts
February 17, 2012
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
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, 2011, 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 finahmporting 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, 2011, based on the COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the 2011
consolidated financial statements of Senior HouSiraperties Trust and our report dated Februar2Q¥?2 expressed an unqualified opinion
thereon.

/sl Ernst & Young LLP

Boston, Massachusetts
February 17, 2012
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SENIOR HOUSING PROPERTIES TRUST
CONSOLIDATED BALANCE SHEETS

(IN THOUSANDS, EXCEPT SHARE AMOUNTS)

December 31,

2011 2010
ASSETS
Real estate properties, at cc
Land $ 564,62¢ $ 446,62.
Buildings, improvements and equipmi 4,156,96. 3,315,091
4,721,59. 3,761,71
Less accumulated depreciati 630,26: 538,87
4,091,33 3,222,841
Cash and cash equivalel 23,56( 10,86¢
Restricted cas 7,12¢ 4,99/
Investments in available for sale securi 16,86¢ 29,24¢
Deferred financing fees, n 25,43¢ 16,26:
Due from affiliate 18,45( 17,581
Acquired real estate leases, 100,23! 63,59:
Loan receivabl 38,00( —
Other asset 62,04¢ 27,26"
Total asset $ 4,383,04i $ 3,392,65
LIABILITIES AND SHAREHOLDERS' EQUITY
Unsecured revolving credit facili $ — $ 128,00(
Senior unsecured notes, net of discc 965,77( 422,88
Secured debt and capital lea 861,61! 654,01(
Accrued interes 22,28 14,99
Due to affiliate 3,558 2,301
Acquired real estate lease obligations, 17,77¢ 18,23¢
Other liabilities 39,44¢ 24,25¢
Total liabilities 1,910,44. 1,264,67
Commitments and contingenci
Shareholders' equit
Common shares of beneficial interest, $.01 parezalid4,700,00!
shares authorized, 162,646,046 and 141,854,65ésemued
and outstanding at December 31, 2011 and 2010zctgply 1,62¢ 1,41¢
Additional paic-in capital 2,944,21. 2,510,37
Cumulative net incom 907,93° 756,51¢
Cumulative other comprehensive inco (3,772 13,53¢
Cumulative distribution: (1,377,39)  (1,153,86)
Total shareholders' equi 2,472,601 2,127,97
Total liabilities and shareholders' equ $ 4,383,04i $ 3,392,65

See accompanying notes.
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SENIOR HOUSING PROPERTIES TRUST

CONSOLIDATED STATEMENTS OF INCOME

(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

Revenues
Rental income
Residents fee

Total revenue

Expenses
Depreciatior
Property operating expens
General and administrati\
Acquisition related cost
Impairment of asse!

Total expense
Operating incom:

Interest and other incon

Interest expens

Loss on early extinguishment of de

Gain on sale of properti

Equity in earnings (losses) of an inves
Income before income tax exper

Income tax expens

Net income
Weighted average shares outstant

Basic and diluted earnings per sh
Net income

Year Ended December 31,

2011 2010 2009
$ 422,16¢ $ 340,11 $ 297,39
27,85: — —
450,01 ~ 340,11: 297,39
113,261  90,40¢ 78,58«
68,967  20,16¢ 14,90:
26,04. 21,67 19,82t
12,23¢ 3,61( 3,321
1,99¢ 5,96¢ 15,53(
222,50,  141.83(  132,16(
227,51%  198,28. 165,23
1,451 844 93t
(98,267  (80,01) (56,402
@427) (2,439 —
21,31 10¢ 397
13¢ @ (134)
151,73.  116,78' 110,02
(312) (300) (312)
$ 151,41¢ $ 116,48! $ 109,71
149,577 128,09.  121,86:
$ 101 $ 091 $  0.C

See accompanying notes.
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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:

Comprehensiv
income

Distributions

Issuance of
shares

Share grant

Balance at
December 3
2011:

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

114,542,58 $ 1,14t $2,000,86! $530,31¢ $ (797,639% (3,33)) $1,731,35!
— — — 109,71! — 5,312 115,02°
— — — — (171,47 —  (171,47)
12,703,81 127 223,84t — — — 223,97:
131,26 1 1,762 — — — 1,764
127,377,66 $ 1,27: $2,226,47. $ 640,03: $ (969,11) % 1,981 $1,900,65!
— — — 116,48! — 11,55¢ 128,04(
— — — —  (184,75) —  (184,75)
14,375,00 144 281,84: — — — 281,98t
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
— — — 151,41¢ — (17,30 134,11
- - - — (223,529 — (223,529
20,700,00 207 432,02¢ — — — 432,23:
91,38¢ 1 1,81z — — — 1,81«

162,646,04 $ 1,62€ $2,944,21: $ 907,93 $(1,377,39) $

(3,772 $2,472,60!

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

Year Ended December 31,
2011 2010 2009

CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 15141¢ $ 116,48' $ 109,71!
Adjustments to reconcile net income to cash pravid
by operating activities

Depreciatior 113,26! 90,40¢ 78,58:
Amortization of deferred financing fees and det
discounts 5,067 2,49¢ 2,56:
Amortization of acquired real estate lea (93 891 1,00€
Loss on early extinguishment of d¢ 427 2,43: —
Impairment of asse 1,99( 5,96¢ 15,53(
Gain on sale of properti¢ (21,319 (209 (397)
Equity in (earnings) losses of an inves (139 1 134
Changes in assets and liabiliti
Restricted cas (2,139 (772) 12z
Other asset (18,799 (20,737 (7,847)
Accrued interes 7,28¢ 1,30(C 2,572
Other liabilities 18,58: 6,93¢ 7,40¢
Cash provided by operating activiti 255,55¢ 215,30! 209,39:.
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions (837,74)  (467,44) (547,600
Loan receivable from Five Star Quality Care, |i (80,000 — —
Principal repayments on loan receiva 42,00( — —
Investment in Five Star Quality Care, Ir (5,000 — (8,960
Investment in Affiliates Insurance Compa — (76) (5,139
Proceeds from sale of propert 38,66 1,45(C 4,89¢
Cash used for investing activiti (842,08) (466,067 (556,799
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of common shares 432,23: 281,98t 223,97:
Proceeds from issuance of unsecured senior nat 541,98 197,85 —
Proceeds from issuance of mortgage « — — 512,93:
Proceeds from borrowings on revolving credit fagi 690,00( 461,00( 204,00(
Repayments of borrowings on revolving credit fagi (818,000 (393,000 (401,000
Redemption of senior not — (98,780) —
Repayment of other de (9,717 (8,506 (4,297
Payment of deferred financing fe (13,760) (4,667 (12,237
Distributions to shareholde (223,529  (184,75) (171,47)
Cash provided by financing activiti 599,21 251,13: 351,91:
Increase in cash and cash equival 12,69 372 4,50¢
Cash and cash equivalents at beginning of 10,86¢ 10,49¢ 5,99(
Cash and cash equivalents at end of $ 2356( $ 10,86¢ $ 10,49

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

Year Ended December 31,

2011 2010 2009
SUPPLEMENTAL CASH FLOW INFORMATION

Interest paic $ 85907 $ 76,227 $ 51,26:

Income taxes pai 264 25¢ 23C
NON-CASH INVESTING ACTIVITIES:

Acquisitions funded by assumed d (217,371) (2,45%) —
NON-CASH FINANCING ACTIVITIES:

Assumption of mortgage notes paya 217,31 2,45¢ —

Issuance of common shares pursuant to our equity

compensation plar 1,81« 2,05¢ 1,764

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 real estate investment trust, or RElITarumgd under Maryland law. At December 31, 2011pwaed 369 properties located in 38
states and Washington, D.C.

Note 2. Summary of Significant Accounting Policies

BASIS OF PRESENTATION. Our consolidated finahsi@mtements 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.

REAL ESTATE PROPERTIES. We depreciate real egtabperties on a straight line basis over estichaseful lives of up to 40 years for
buildings and improvements and up to 12 years éosgnal property. Our management regularly evaduateether 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 thegisal 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 ghann 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 engrovements 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 andabelarket 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. Purgh@seallocations to in place leases and tendatioaships are determined
the excess of (i) the purchase price paid for @agny after adjusting existing in place leasesstineated market rental rates over (ii) the
estimated fair value of the property as if vacslvié. aggregate this value between in place leasesaund 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 including
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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)

estimates of carrying costs during the expecteskleg@ periods, including real estate taxes, inggrand other operating income and expe
and costs to execute similar leases in current @a&dnditions, such as leasing commissions, laghlogher related costs. If we believe the
value of tenant relationships are material in titare, those amounts will be separately allocateteamortized over the estimated lives of the
relationships. We recognize the excess, if anyh@ftonsideration paid over amounts allocatedrtd, lauildings and improvements and
identified intangible assets and liabilities as dywill.

We amortize capitalized above market lease vainelifled 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 capithliedow market lease values (presented
as acquired real estate lease obligations in cwsalmlated 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 writté.

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

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

INVESTMENTS IN AVAILABLE FOR SALE SECURITIES. Wewn 250,000 common shares, or 0.30% at Decembh&03d1, of
CommonWealth REIT, or CWH. We also own 4,235,00@cmn shares, or 8.84% at December 31, 2011, of &imeQuality Care, Inc., or
Five Star. In June 2011, we acquired 1,000,000eshafr Five Star common stock in Five Star's pudifiering of 11,500,000 shares of
common stock for an aggregate purchase price 60$5We classify these holdings as available ft& and carry them at fair value, with
unrealized gains and losses reported as a segaraponent of shareholders' equity. The unrealiles$) gain on investments shown on the
consolidated balance sheets represents the diffeteetween the market value of these shares of @idH-ive Star calculated by using
weighted average quoted market prices on the eaexcquired these shares ($26.00 and $3.36 pe,sbkapectively) and on December 31,
2011 ($16.64 and $3.00 per share, respectivelylpestember 31, 2011 and 2010, our investment in G\&Ha fair value of $4,160 and
$6,378, respectively, including an unrealized 106$2,340 and $122, respectively. At December 8112and 2010, our investment in Five
Star had a fair value of $12,705 and $22,871, sy, including an unrealized (loss) gain of $09) and $13,656, respectively. Our
investments in CWH and Five Star have been in lizezhloss positions for less than one year.

EQUITY METHOD INVESTMENTS. We and the other sinrrent shareholders each currently own approximaw29% of Affiliates
Insurance Company, or AIC's, outstanding equitgh@ligh we own less than 20% of AIC, we use thetgemethod to account for this
investment because we believe that we have signifinfluence over AIC because all of our Trustesalso directors of AIC. Under the
equity method, we record our percentage sharetafaraings from AIC in our consolidated statemerftisicome. If we determine there is an
"other than temporary impairment" in the fair value

F-9




Table of Contents

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)

of this investment, we would record a charge toiegs. In evaluating the fair value of this investij we have considered, among other
things, the assets and liabilities held by AIC, &lGverall financial condition and earning treraisd the financial condition and prospects for
the insurance industry generally. See Note 5 forther discussion of our investment in AIC.

DEFERRED FINANCING FEES. We capitalize issuanosts related to borrowings and amortize them thesterms of the respective
loans. During 2011, we capitalized $13,760 of issgacosts, including $6,723 related to refinanduagrevolving credit facility in June 201
$2,540 related to our assumption of mortgage ldaminig 2011, $2,487 related to our $300,000 semites issued in December 2011, $1,973
related to our $250,000 senior notes issued inalgr2011 and $37 related to our $512,934 mortgege¢ing we closed in August 2009.
During 2010, we capitalized $4,661 of issuances;ostluding $2,907 related to our $200,000 sendates issued in April 2010, $903 related
to our $512,934 mortgage financing we closed inUs1@009, $826 related to our one year extensi@etember 31, 2011 on our $550,000
revolving credit facility and $25 related to ousasiption of a mortgage loan in April 2010. Durir@l2, we wrote off $427 of unamortized
deferred financing fees in connection with therreficing of our revolving credit facility. During 20, we wrote off $1,153 of deferred
financing fees and unamortized discounts in conmeatith the retirement of all of our 7.875% semates. The unamortized gross balanc
deferred financing fees and related accumulatedtaration was $36,144 and $10,710, and $28,159%41¢897 at December 31, 2011 and
2010, respectively. The weighted average amortingieriod is approximately 6.5 years. We expedtttimamortization expense for the five
years subsequent to December 31, 2011 will be $4162012, $4,603 in 2013, $4,543 in 2014, $3,572015, $2,189 in 2016 and $5,8
thereafter.

LOANS RECEIVABLE. Loans receivable are statethatunpaid principal balance. We recognize intére®me based on the contractual
terms in the loan agreement, which is includedhiarest and other income on our consolidated staiesyof income.

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 catipatof the allowance is based on the
tenants' payment histories and current credit lzmfas well as other considerations. The net atrafusur accounts receivables from third
parties appear in other assets on our consolideatieehce sheets.

REVENUE RECOGNITION. We recognize rental incofr@m operating leases on a straight line basis theeterm of each lease
agreement. We recognize percentage rents whemabliand earned, which is generally during thetfioguarter of the year. For the years
ended December 31, 2011, 2010 and 2009, percergatgeearned aggregated $11,313, $10,315, and®9gspectively.

We acquired 22 senior living communities during 2@iat are managed by Five Star. We refer to tB8smmmunities as the Managed
Communities. We derive our revenues at these Mah@genmunities primarily from services to residesmisl we record revenues when
services are provided. Lease agreements with mgsigenerally have a term of one year and are ledby the residents with 30 days'
notice. Our share of the net operating resultsuofdanaged Communities in excess of the minimumrnstdue to us, or additional returns,
are generally determined annually. We recognizétiaddl returns due to us under our managemeneageats at year end when all
contingencies are met and the income is earnechalfeno additional returns in 2011.
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EARNINGS PER COMMON SHARE. We compute earningsgommon share using the weighted average nunfilséiaces outstanding
during the period. We have no common share equit@lénstruments convertible into common sharegttoer dilutive instruments.

USE OF ESTIMATES. Accounting principles genegraltcepted in the United States requires us to rastmates and assumptions that
may affect the amounts reported in these finamst&ements and related notes. The actual resultd ddfer from these estimates.

INCOME TAXES. We have elected to be taxed as#lRinder the Internal Revenue Code of 1986, andet and as such are generally
not subject to federal and most state income tamath our operating income, provided we distritautetaxable income to our shareholders
and meet certain organization and operating reougrgs. We do, however, lease our Managed Commsitditieur wholly owned taxable
REIT subsidiaries, or TRSs, that, unlike most af subsidiaries, files a separate tax return amsdilgect to federal and state income tax. Our
consolidated income tax provision (or benefit) irtes the income tax provision (or benefit) reldtethe operations of our TRSs and certain
state income taxes incurred by us, despite our REfUS.

The Income Taxes Topic of the Codification presesihow we should recognize, measure and present ifinancial statements uncertain
positions that have been taken or are expected taken in a tax return. Deferred tax benefitsacegnized to the extent that it is "more
likely than not" that a particular tax position Mok sustained upon examination or audit. To therdxhe "more likely than not" standard has
been satisfied, the benefit associated with a tesitipn is measured as the largest amount thad lgasater than 50% likelihood of being
realized upon settlement. We classify interestamhlties related to uncertain tax positions, if,am our financial statements as a component
of general and administrative expense.

SEGMENT REPORTING. As of December 31, 2011, weehthree operating segments. The first operagggent includes short term and
long term residential care facilities that offenidig for residents. Properties in this segmentidelleased and managed independent living
communities, assisted living communities, skilleolsing facilities and rehabilitation hospitals. \@arn rental income revenues from the
tenants of our leased communities and we earnafeg@services revenues from the residents of ouralgkesth Communities. Our Managed
Communities commenced operations in June 2011s&bend operating segment includes facilities fodioad related services where
residential overnight stays or dining servicesrareprovided. Properties in this segment includs¢hleased to medical providers or medical
related businesses, clinics and biotech laborataants, or MOBs. The third operating segment ohetuamounts related to corporate busi
activities and the operating results of certairpprties that offer fitness, wellness and spa sesvic members, which we do not consider t
sufficiently material as to constitute a separafeorting segment.

RECLASSIFICATIONS. We have made reclassificagitm the prior years' financial statements to confto the current year's presentat
These reclassifications were made to conform thee periods' rental income, property operating @gas, general and administrative
expenses, interest and other income and impairofedsets to the current classification. Thesesstfications had no effect on net income
or shareholders' equity.

NEW ACCOUNTING PRONOUNCEMENTS. In May 2011, tRmancial Accounting Standards Board, or FASB, éskan accountin
standards update requiring additional disclosugganding fair

F-11




Table of Contents

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)

value measurements. The update clarifies the agjglit of existing fair value measurement requiretsiefihe update also requires reporting
entities to disclose additional information regagifair value measurements categorized within L8v&f the fair value hierarchy. The update
is effective for interim and annual reporting pelsdeginning after December 15, 2011. We do noéediie adoption of this update to cause
any material changes to the disclosures in ouramzed financial statements.

In June 2011, the FASB issued an accounting stdadgrdate requiring additional disclosure regardimgprehensive income. The update
requires reporting entities to present items ofimetme, items of other comprehensive income atad tomprehensive income in one
continuous statement of comprehensive income twinseparate consecutive statements. The updateesjgires reporting entities to pres
the components of other comprehensive income inititerim and annual financial statements. Theaipds effective for interim and annual
reporting periods beginning after December 15, 2014 do not expect the adoption of this updateattsse any material changes to the
disclosures in our consolidated financial statement

Note 3. Real Estate Properties

Our real estate properties, at cost, consistednaf bf $564,628, buildings and improvements of 83,886 and furniture, fixtures and
equipment of $187,877 as of December 31, 2011 jamtof $446,622, buildings and improvements olL$3,466 and furniture, fixtures and
equipment of $161,624 as of December 31, 2010. ictated depreciation was $543,064 and $87,197didihgs and improvements and
furniture, fixtures and equipment, respectivelypfBecember 31, 2011; and $465,216 and $73,656uitdings and improvements and
furniture, fixtures and equipment, respectivelypf®ecember 31, 2010.

The future minimum lease payments due to us duhagurrent terms of our leases as of Decembe2@lll, are $395,571 in 2012, $386,123
in 2013, $344,834 in 2014, $330,356 in 2015, $313}j6 2016 and $2,628,386, thereafter.

In April 2010, we acquired one MOB with 14,695 sauteet located in Wheat Ridge, Colorado for appnaxely $4,450, excluding closing
costs. We recorded intangible lease assets of &7d@ntangible lease liabilities of $168 for théxaisition. We funded this acquisition using
cash on hand and by assuming a mortgage loan f45&2t interest of 6.73% per annum.

In June 2010, we acquired one MOB located in Lukb®exas with approximately 55,800 rentable sqbeeéfor approximately $12,175,
excluding closing costs. We recorded intangibledeassets of $1,783 and intangible lease lialsilafes506 for this acquisition. We funded
this acquisition using cash on hand.

In August 2010, we sold four skilled nursing faads 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 viesised to Five Star.

In September 2010, we acquired one MOB with 64 &fifare feet located in Buffalo Grove, lllinois fggproximately $18,400, excluding
closing costs. We recorded intangible lease as$etsproximately $3,144 related to this acquisitidfe funded this acquisition using cash on
hand.
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In September 2010, we acquired one MOB with 388 8are feet located in Conyers, Georgia for apprately $9,800, excluding closing
costs. We recorded intangible lease assets anlitiésbof approximately $1,428 and $164, respegttivrelated to this acquisition. We funded
this acquisition using cash on hand and borrowingder our revolving credit facility.

In October 2010, we acquired one MOB with 58,608asq feet located in Conroe, Texas for approxinge&b,000, excluding closing costs.
We recorded intangible lease assets and liabiliieppproximately $1,867 and $1,561, respectiveiated to this acquisition. We funded this
acquisition using cash on hand and borrowings uaderevolving credit facility.

In November 2010, we entered into a series of agee¢s to acquire 27 MOBs located in 12 states f&WWH for an aggregate purchase price
of approximately $470,000. Between November andebdxer 31, 2010, we acquired 21 of these propertietaining 2.1 million square feet
for approximately $374,130, excluding closing co®¥e recorded intangible lease assets and liasliaf approximately $18,840 and $7,806,
respectively, related to these 2010 acquisitiomSanuary 2011, we acquired the remaining six pt@secontaining 737,000 square feet for
approximately $95,870, excluding closing costs. Mrded intangible lease assets and liabilitiespproximately $9,217 and $1,600,
respectively, related to these six MOB acquisition2011. We funded these acquisitions using cashamd, proceeds from an equity
issuance, proceeds from a debt issuance and bogswhder our revolving credit facility.

In January 2011, we acquired one MOB with 84,4 4asg feet located in Mendota Heights, Minnesotafiproximately $14,150, excluding
closing costs. We recorded intangible lease as$etsproximately $2,722 related to this acquisitidfe funded this acquisition using cash on
hand and proceeds from a debt offering.

In March 2011, we agreed to acquire 20 senior ¢idaommunities located in five states in the souttera United States for approximately
$304,000, excluding closing costs. In June 2011aewpiired 14 of these 20 communities for approxaiye$196,594, excluding closing cos

in July 2011, we acquired three of these communftie approximately $44,671, excluding closing spand in August 2011, we acquired

of these communities for approximately $17,158)uwiog closing costs. We funded these acquisitisiag cash on hand, proceeds from an
equity offering, borrowings under our revolving ditfacility and by assuming approximately $48,@2nortgage loans in June 2011,
$12,757 of mortgage loans in July 2011 and $12¢f580rtgage loans in August 2011.

In May 2011, Five Star agreed to manage 15 of tB8ssommunities, or the Managed Communities, utateg term contracts. Ten of the 14
communities acquired in June 2011, two of the tlsamunities acquired in July 2011 and the one camity acquired in August are
Managed Communities, and Five Star began managicly & these Managed Communities at those respdaties. We use the taxable
REIT subsidiary structure authorized by the REIFestment Diversification and Empowerment Act, obRA, for the Managed
Communities. The results of operations for the MgteCommunities are included in our consolidatedlte of operations in our short and
long term residential care communities segmentrimégg as of June 2011. In June 2011, Five Starrbkgasing four of the five remaining
communities, or the Leased Communities, and in 20lk1, Five Star began leasing the remaining Le@ssdmunity. Our acquisition of the
two remaining Managed
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Communities is contingent upon various closing d@orals, including certain third party approvalsgardingly, we can provide no assurance
that we will purchase these properties.

For further information regarding our leases antagement agreements with Five Star, see Note atdRePerson Transactions.

In May 2011, we acquired one senior living commyifotated in Rockford, lllinois with 73 living urstfor approximately $7,500, excluding
closing costs. We leased this property to Five &taradded this property to Five Star Lease Nahich has a current term expiring in 2024,
for initial rent of approximately $608 per yearr&entage rent, based on increases in gross revahthds property, will commence in 2013.
We funded this acquisition using cash on hand amoblvings under our revolving credit facility.

In May and June 2011, we sold seven propertiekjdingg four skilled nursing facilities, one assteving community and two MOBs, for
combined sales prices totaling $39,460, excludlogieg costs. We recognized a gain on sale of thesgerties of approximately $21,315.

In May 2011, we acquired one MOB with 49,809 squdeaet located in Shoreview, Minnesota for approxaha$7,200, excluding closing
costs. We recorded intangible lease assets arnilitiésbof approximately $1,403 and $51, respedyiveelated to this acquisition. We funded
this acquisition using cash on hand and borrowimgder our revolving credit facility.

In June 2011, we acquired three MOBs with 125,%f(ee feet located in Alachua, Florida for appraadiety $14,550, excluding closing
costs. In July 2011, we acquired one additional M@d&ated in Alachua, Florida, with 32,476 squawet fer approximately $5,200, excluding
closing costs. We recorded intangible lease assetdiabilities of approximately $953 and $200 petively, related to these acquisitions. In
August 2011, we acquired 47 acres of land adjacetfiese four MOBs for future development for $9,08xcluding closing costs. We func
these acquisitions with cash on hand, borrowingieuour revolving credit facility and by assumingartgage loan for approximately $3,¢
in July 2011.

In July 2011, we agreed to acquire nine seniongi\dommunities located in six states with an agageg,226 living units for approximately
$478,000, excluding closing costs. In December 2@&Elacquired eight of these nine communities fgraximately $379,000, excluding
closing costs. Five Star manages these eight coitiesinnder long term contracts. We funded thesgiigitions using cash on hand,
proceeds from a debt offering and by assuming aqpately $130,752 of mortgage loans. We currertiyeet to acquire the one remaining
community in 2012, but such acquisition is contimggpon various closing conditions; accordingly, se@ provide no assurance that we will
purchase this property.

In September 2011, we acquired 13 MOBs locatedpint states with 1.3 million square feet from CWii &n aggregate purchase price of
approximately $167,000, excluding closing costs.fmrded intangible lease assets and liabilitiegpproximately $31,150 and $1,919,
respectively, related to these acquisitions. Weléahthese acquisitions using cash on hand andweiaige under our revolving credit facility.
For further information regarding our transactioithCWH, see Note 5. Related Person Transactions.
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In November 2011, we acquired two MOBs with 45,64Gare feet located in Richmond, Virginia for apgmately $11,425, excluding
closing costs. We recorded intangible lease as$etsproximately $1,898 related to this acquisitidfe funded this acquisition using cash on
hand and by assuming a mortgage loan for approgisn&g,633.

In December 2011, we acquired one MOB with 94,28&se feet located in Greenwood, Indiana for apprately $21,000, excluding
closing costs. We recorded intangible lease as$&4,867 related to this acquisition. We funded #tquisition using cash on hand and
borrowings under our revolving credit facility.

In December 2011, we acquired one senior livingroomity located in Walnut Creek, California with Bying units for approximately
$11,300, excluding closing costs. Five Star mandgesommunity under a long term contract. We fahthis acquisition using cash on hi
and borrowings under our revolving credit facility.

In February 2012, we acquired one senior living samity located in Priceville, Alabama with 92 liginunits for approximately $11,300,
excluding closing costs. Five Star manages thisngonity under a long term contract. We funded tligugsition using cash on hand.

In December 2011 and January and February 2012nteeed five separate agreements to acquire omar $&ing community and four
MOBs for an aggregate purchase price of $144,7&fuding closing costs. The senior living commungtyocated in Missouri and includes
87 living units, and the four MOBs are located ion@ecticut, Georgia and Hawaii and include an agageeof 514,409 square feet. The
closings of these acquisitions are contingent upmnpletion of our diligence and other customargiclg conditions; accordingly, we can
provide no assurance that we will purchase thesgepties.

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 capithlieéow market lease values (presented
as acquired real estate lease obligations in cusamated balance sheets) as an increase in ieatahe over the non-cancelable periods of
the respective leases. Such amortization resuited increase in rental income of $93 during ther yeded December 31, 2011, and
reductions in rental income of $891 and $1,006rdpthe years ended December 31, 2010 and 200®catesgly. We amortize the value of in
place leases exclusive of the value of above mank@tbelow market in place leases to expense beaemaining non-cancelable periods of
the respective leases. Such amortization includepreciation and amortization totaled $11,3184&8 and $3,669 during the years ended
December 31, 2011, 2010 and 2009, respectivelyldfse is terminated prior to its stated expimatibe unamortized amount relating to that
lease is written off.

At December 31, 2011 and 2010, we had recordedditite lease assets of $130,153, including $39d@¥ tapitalized above market lease
values and $91,078 of the value of in place leass$ $78,117, including $24,499 of capitalized abmarket lease values and $53,618 of the
value of in place leases, and intangible leasdlitials of $25,487 and $21,735, respectively. Weoreled intangible lease assets of $52,210
and $27,837 and intangible lease liabilities of7$8,and $10,206 for properties acquired in 2011241, respectively. Accumulated
amortization of capitalized above market leaseeslvas $9,612 and $5,494 at December 31, 2011048 & spectively. The weighted
average amortization
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period of capitalized above market lease valuepBoximately 6.9 years. Accumulated amortizatiboapitalized below market lease values
was $7,709 and $3,496 at December 31, 2011 and Bédikectively. The weighted average amortizatienog of capitalized below market
lease values is approximately 8.1 years. Accumdlateortization of the value of in place leasessigke of the value of above and below
market in place leases was $20,306 and $9,030arbleer 31, 2011 and 2010, respectively. The wedglterage amortization period of the
value of in place leases exclusive of the valuelafve and below market in place leases is appra®iyné.9 years. We expect to recognize
net future amortization of these intangible leasgets and liabilities in the amounts of approximya$&6,710 in 2012, $15,243 in 2013,
$11,885 in 2014, $10,400 in 2015, $8,979 in 2016 $0,240, 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 &xpected 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 2011, we recorded impairment of assets @wmof $1,990 to reduce the carrying value of fduww properties to their estimated fair
value or sales prices less costs to sell. Duriri2@e recorded impairment of assets charges 86%5p reduce the carrying value of seven
of our properties to their estimated fair valuesales prices less costs to sell. During 2009, werded impairment charges of $15,530 related
to 11 properties, including one of the propertiessified as held for sale and one property soldamember 2009, to reduce the carrying
value of these assets to their estimated salesspiess costs to sell.

At December 31, 2011, two of our properties, ingtgdone senior living community and one MOB, argssified as held for sale. These two
properties are included in real estate propertiesw consolidated balance sheets and have a aktatue of approximately $1,715 and
$3,603 at December 31, 2011 and 2010, respectively.

During 2011 and 2010, pursuant to the terms ofeages with Five Star, we purchased approximatg®269 and $31,894, respectively, of
improvements made to our properties which are tehgd-ive Star and the annual rent payable to usiby Star was increased by
approximately $2,665 and $2,555, respectively.

We committed $6,133 for expenditures related to @0 square feet of leases executed during 20Irhn@ibed but unspent tenant related
obligations based on executed leases as of Dece3tth2011, were $6,912.

The allocation of the purchase price of our 201duésitions is based upon preliminary estimateseffair value of assets acquired.
Consequently, amounts preliminarily allocated t®eds acquired could change significantly from thesed in these consolidated financial
statements.

F-16




Table of Contents

SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(dollar amounts in thousands, except per share datar as otherwise stated)
Note 4. Shareholders' Equity

We have common shares available for issuance uhdeerms of our 1999 Share Award Plan, as ameraedour 2003 Share Award Plan,
collectively referred to as the Share Award Plaie.awarded 72,450 common shares with an aggregatetvalue of $1,732, 66,850
common shares with an aggregate market value 62%$land 63,450 common shares with an aggregateetnaalue of $1,228 to our officers
and certain employees of Reit Management & Resddr€h or RMR, pursuant to the Share Award Plansrduthe years ended

December 31, 2011, 2010 and 2009, respectivelgddfition, we awarded each of our Trustees 2,000hamshares in each of 2011, 2010
and 2009 with an aggregate market value of $232 ($4ach Trustee), $222 ($44 to each Trustee}pahll ($31 to each Trustee),
respectively, pursuant to the Share Award Plansésof their annual fees. Shares awarded to thst@es vest immediately. The shares
awarded to our officers and certain employees ofwanager vest in five annual installments begigmin the date of grant. We include the
value of awarded shares in general and adminigtrattpenses on our consolidated income stateméms sime the awards vest.

A summary of shares granted and vested under ithmes t&f our Share Award Plans from January 1, 26ecember 31, 2011 is as follows:

Weighted Average
Grant Date Fair

Number of Shares Value
Unvested shares at December 31, 2 77,48 $ 20.7¢
Shares granted in 20! 73,45 $ 18.8:
Shares vested in 20! (48,41H $ 18.61
Unvested shares at December 31, 2 102,52( $ 20.0¢
Shares granted in 20: 76,85( $ 24.0¢
Shares vested in 20: (60,700 $ 23.8¢
Unvested shares at December 31, 2 118,67( $ 21.8:
Shares granted in 20: 82,45( $ 23.8¢
Shares vested in 20: (68,500 $ 23.3¢
Unvested shares at December 31, 2 132,62( $ 22.8¢

The 132,620 unvested shares as of December 31,&828Xktheduled to vest as follows: 50,440 shargf12, 39,970 shares in 2013, 27,720
shares in 2014 and 14,490 shares in 2015. As oéker 31, 2011, the estimated future compensatiothé unvested shares was $2,976
based on the closing share price of $22.44 on DeeeBil, 2011. The weighted average period overiwttie compensation expense will be
recorded is approximately 1.8 years. We recordageshased compensation expense of $1,659 in 2Q44%in 2010 and $1,127 in 2009.
December 31, 2011, 2,411,065 of our common sharaain available for issuance under the Share ARds. All share awards are fully
expensed as the grants vest.

Our cash distributions to our common shareholdarghie years ended December 31, 2011, 2010 and 2@06 $1.49 per share, $1.45 per
share, and $1.42 per share, respectively. The ciegization of the distributions made in 2011, 2@hd 2009 was 65.64%, 68.33%, and
76.14% ordinary income, respectively; 27.48%, 3%6@nd 23.86% return of capital, respectively; 2059%, and 0% capital gain,
respectively; and 4.29%, 0%, and 0% unrecapturetd®el250 gain, respectively.
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On January 4, 2012, we declared a quarterly digtab of $0.38 per common share, or $61,805, toconmmon shareholders for the quarter
ended December 31, 2011. This distribution was fmaghareholders on February 9, 2012, using castand and borrowings under our
revolving credit facility.

In July and October 2011, we issued 11,500,0000z21@0,000 common shares in two public offeringisimg net proceeds of approximately
$247,498 and $184,735, respectively. In Decemb&d2@e issued 14.4 million common shares in a puiffiering, raising net proceeds of
approximately $282,000. We used the net proceeds fnese offerings to repay borrowings outstandimgder our revolving credit facility a
for general business purposes, including the pdutialing of the acquisitions described above.

Note 5. Related Person Transactions

We have adopted written Governance Guidelinesatidtess, among other things, the consideratiorapprbval 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, efi¢ime 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 deteing 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 circumstarazed approve only those transactions that arafaireasonable to us. All related person
transactions described below were reviewed ancoapgror ratified by a majority of the disinterestedstees or otherwise in accordance
with our policies described above. In the caseasfdactions with us by RMR employees (other tharToustees and executive officers)
subject to our Code of Business Conduct and Ettliesemployee must seek approval from an execoffiger who has no interest in the
matter for which approval is being requested.

We have no employees. Personnel and various semiegequire to operate our business are provimed by RMR. We have two
agreements with RMR to provide management and aslrative services to us: (1) a business manageatgaement and (2) a property
management agreement. One of our Managing Trustre8arry Portnoy, is Chairman, majority owner ardemployee of RMR. Our other
Managing Trustee, Mr. Adam Portnoy, the son of Barry Portnoy, is an owner of RMR and serves asiéeat and Chief Executive Officer
and as a Director of RMR. Each of our executivécefs is also an officer of RMR, and our Presidamd Chief Operating Officer is a Direc
of RMR. Additionally, Mr. Barry Portnoy's son-inva who is Mr. Adam Portnoy's brother-in-law, isafficer of RMR. RMR has
approximately 740 employees and provides manageseevices to other companies in addition to us.
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Our Board of Trustees has given our Compensatianr@itiee, which is comprised exclusively of our Ipdadent Trustees, authority to act
on our behalf with respect to our management ageeewith RMR. The charter of our Compensation Cdiemrequires the Committee
annually to review the terms of these agreemertduate RMR's performance under the agreementsesreiv, amend, terminate or allow to
expire the management agreements.

On October 26, 2011, we and RMR entered into amdeteand restated business management agreemtd, larsiness management
agreement. The business management agreementgsdoidcompensation to RMR at an annual rate @qutake sum of (a) 0.5% of the
average book value of the assets owned by us asutisidiaries as of October 12, 1999, and (b) ®M7%he average historical cost of our
other real estate investments, as described ibubimess management agreement, up to the first@2%0f such investments, and 0.5%
thereafter. In addition, RMR receives an incenfe@equal to 15% of the product of (i) the weighdedrage of our common shares
outstanding on a diluted basis during a fiscal et (ii) the excess if any of the FFO Per Shaeladined in the business management
agreement, for such fiscal year over the FFO ParesShf the preceding fiscal year. The incentivei$ggaid in our common shares and in any
year shall not exceed $0.02 multiplied by the wiidtaverage of our common shares outstanding derioly year. The property managern
agreement provides for management fees for our Mf@Berties equal to 3.0% of gross rents and coctirusupervision fees on those
properties equal to 5.0% of construction costs.

In determining the fees payable by us to RMR utliebusiness management agreement, the averagteid\eapital of any assets we have
acquired or may in the future acquire from anofREIT to which RMR provides business managementapgrty management services, or
an RMR Managed REIT, will be equal to the appliead®#lling RMR Managed REIT's historical costs farse properties, determined in the
manner specified in the business management agnéerather than our acquisition costs for thoseertes. The business management
agreement also provides that, with certain excaptid we determine to offer for sale or other disiion any real property that, at such time,
is of a type within the investment focus of anotR&R Managed REIT, we will first offer that propgffor purchase or disposition to that
RMR Managed REIT and negotiate in good faith fartspurchase or disposition.

The aggregate business management and propertyeraseat fees for 2011, 2010 and 2009 were $25,26Riding $449 as an incentive fee
that we expect to pay in our common shares in Magd®2, $19,519, including $192 as an incentivesfbizh we paid in our common shares
in March 2011, and $17,177, including $550 as aeritive fee which we paid in our common shares @mdi 2010, respectively. Business
management fees are included in general and adnatinie expenses and property management feesdteléd in property operating
expenses in our consolidated income statements.

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
publicly owned companies managed by RMR and iiatffs, which amounts are subject to determinabpmour Compensation Committee.
Our Audit Committee appoints our Director of IntakAudit. Our pro rata share of RMR's costs of jlng this internal audit function was
approximately $240, $211 and $220 for 2011, 20XD24009, respectively. These allocated costs aaéldlition to the business and property
management fees we
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paid to RMR. We are generally responsible for &thur operating expenses, including certain expeisairred by RMR on our behalf. We
are not responsible for payment of RMR's employimeffite or administration expenses incurred tovfifte management services to us,
except for the employment and related expensedi® Bmployees who provide on site property manageésenices and our pro rata share
of the staff employed by RMR who perform our intdraudit function.

Both the business management agreement and therpropanagement agreement automatically renewuimoessive one year terms unless
we or RMR give notice of non-renewal before the ehdn applicable term. We or RMR may terminatbegitagreement 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, 2012, and will be subject to
automatic renewal unless earlier terminated.

Under our business management agreement with RMRcknowledge that RMR manages other businessés) ieludes CWH,
Hospitality Properties Trust, or HPT, Governmerdgerties Income Trust, or GOV, Five Star, Travel@enof America LLC, or TA, and
Sonesta International Hotels Corporation and witl lme required to present us with opportunitiestest in properties that are primarily of a
type that are within the investment focus of anothesiness now or in the future managed by RMR.dddir business management
agreement with RMR, RMR has also agreed not toigeobusiness management services to any other ®&tTs principally engaged in the
business of owning senior apartments, congregatentmities, assisted living facilities, nursing hanoe MOBs, without the consent of our
Independent Trustees. Each of the business managagreement and the property management agreetserincludes arbitration
provisions for the resolution of certain disputeajms and controversies.

RMR also leases from us approximately 4,100 sqiemteof office space for one of its regional of6c&Ve earned approximately $180, $169
and $101 in rental income from RMR in 2011, 20168 2609, respectively, which we believe is commdisci@asonable rent for such office
space.

Pursuant to our business management agreement,®RRrom time to time negotiate on our behalf va#rtain third party vendors and
suppliers for the procurement of services to usp&s of this arrangement, we may enter agreemeitisRMR and other companies to whi
RMR provides management services for the purposbafining more favorable terms with such vendos suppliers.

As part of our annual restricted share grants undefl999 Share Award Plan, or the 1999 Plan, anded, or our 2003 Share Award Plan,
or the 2003 Plan, collectively referred to as thar® Award Plans, we typically grant restrictedrebdo certain employees of RMR, some of
whom are our executive officers. In 2011, 2010 2009, respectively, we granted a total of 72,480880 and 63,450 restricted shares with
an aggregate value of $1,732, $1,625 and $1,288db persons, based upon the closing price ofauan®n shares on the New York Stock
Exchange on the date of grant. One fifth of th@stricted shares vested on the grant date andftimedsts on each of the next four
anniversaries of the grant date. These share gaRMR employees are in addition to the fees wetp&kMR.
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Five Star is our former subsidiary and our largesant, and we are Five Star's largest stockhofdeof February 17, 2012, we owned
4,235,000 shares of common stock of Five Star (wiricludes the 1,000,000 shares of Five Star consturk we purchased from the
underwriters in Five Star's public equity offerihgompleted in June 2011), which represented agiprately 8.8% of Five Star's outstanding
shares of common stock. On December 31, 2001, steldited substantially all of Five Star's thenstading shares of common stock to our
shareholders. At the time of this spin off, altloé persons serving as Five Star's directors weeceoair Trustees. In order to effect this spir

of Five Star and to govern relations after the gffnFive Star entered into agreements with usa@thédrs, including RMR, CWH and HPT.
Since then Five Star has entered into various $eagth us and other agreements that include pmavisthat confirm and modify these
undertakings. Among other matters, these agreerpeovie that:

. so long as we remain a REIT, Five Star may not erétie 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'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 sharehqgideposal (other than a precatory proposal) oethetion 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;

. 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 ttwned or financed by us or any company manag&MR without first
giving us or such company managed by RMR, as agijkc the opportunity to acquire or finance regdtesinvestments of the
type in which we or such company invests.

RMR provides management services to both us arel &tigr; Mr. Barry Portnoy is one of our Managingsiees and is a managing director
of Five Star; all of our officers and certain o#fis of Five Star (including Five Star's Presidertt @hief Executive Officer, its Chief Financ
Officer and Treasurer and its Executive Vice Presicind General Counsel) are officers of RMR. Adirgly, the transactions between us
and Five Star that we entered into after Five Bémame a separate public company and that araligsterein were approved by our
Independent Trustees and Five Star's independettalis who are not trustees or directors of therotompany.

As of December 31, 2011, we leased 188 seniordigmmmunities and two rehabilitation hospitals iweFStar. Under Five Star's leases with
us, Five Star pays us rent based on minimum ameatbmounts plus percentage rent based on insréageoss revenues at certain
properties. Five Star's

F-21




Table of Contents

SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(dollar amounts in thousands, except per share datar as otherwise stated)
Note 5. Related Person Transactions (Continued)

total minimum annual rent payable to us under theases as of December 31, 2011 was $195,228,dnglpercentage rent based on
increases in gross revenues at certain propeftestotal rent we recognized from Five Star forykars ended December 31, 2011, 2010 and
2009 was $195,400, $189,682 and $178,909, respéctiv

In 2009 and 2010 there were additional transacti@t&een us and Five Star, including a Lease Reakgt Agreement Five Star entered
with us to assist us in obtaining mortgage refifrgnérom the Federal National Mortgage AssociationENMA, that was secured by 28
properties owned by us and leased to Five Stanrthdér description of the terms of certain of thoaasactions is included in our annual
reports to shareholders and our Annual ReportsoomA0K filed with the Securities and Exchange Commissmrthe SEC, in each case
the years ended December 31, 2010 and Decemb20639, Since January 2011, we engaged in addittearadactions with Five Star,
including:

. In November 2010, at Five Star's request, we agieesdll three skilled nursing facilities in Geagiith an aggregate 329
licensed beds that were leased to Five Star faigginegate sales price of approximately $18,000c¥visummated the sale of
two of these communities in May 2011 and one conitpim June 2011, and Five Star's annual rent tdacseased by
approximately $1,792.

. In January 2011, at Five Star's request, we adresell one assisted living community in Pennsylgamith 70 licensed units
that was leased to Five Star for a sales pricgpfaximately $800. We sold this community in Mayl20and Five Star's
annual rent to us decreased by approximately $72.

. In March 2011, we agreed to acquire 20 senior idommunities located in five states in the sowttexa United States for
approximately $304,000 excluding closing costdMly 2011, we entered into long term contracts Withe Star to manage 15
of these 20 communities for our 100% owned TRSsfA3ecember 31, 2011, we had acquired 18 of tR@smmmunities;
and Five Star is managing 13 of these acquired aamtias for our account and leasing the remaining from us. If we
acquire the two remaining communities, we expeat Five Star will manage them for our account. @equisitions of the two
remaining communities are subject to conditions mag not occur. The five leased communities wededdo our
combination leases with Five Star, which have aurterms expiring at various dates ranging fromilA2017 to June 2026,
and the rent under those leases increased by appaely $6,923 per year plus percentage rent coroimgrin 2013.

. In May 2011, we acquired one senior living commyitotated in Rockford, lllinois with 73 living ursitfor approximately
$7,500, excluding closing costs. We leased thipgny to Five Star and added this property to due Star Lease No. 1,
which has a current term expiring in 2024, forialitent of approximately $608 per annum. Percemtagt, based on increases
in gross revenues at this property, will commemc2013. We funded this acquisition using cash ardhend borrowings under
our revolving credit facility.

. In July 2011, we agreed to acquire nine seniong\dommunities located in six states for approxatya$478,000, excluding

closing costs. We completed the acquisition of efthese communities in December 2011. We agrigaseven of these
communities to our 100% owned

F-22




Table of Contents

SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(dollar amounts in thousands, except per share datar as otherwise stated)
Note 5. Related Person Transactions (Continued)

TRSs, and Five Star is managing all eight of ttemsemunities for our account under long term manageroontracts.
Following the acquisition of the ninth communitye wxpect we will lease that community to a TRS tadl Five Star will
manage that community for our account under a teng management contract; however, the acquisitidghe community is
subject to conditions and may not occur.

. In August 2011, we agreed with Five Star that weusth sell one assisted living community locate@@nnsylvania with 103
living units, which Five Star leases from us. We &ive Star are in the process of selling thissasdiliving community and, if
sold, Five Star's annual minimum rent payable twillddlecrease by 9.0% of the net proceeds of e ® us, in accordance
with the terms of our lease with Five Star.

. In December 2011, we acquired a senior living comityuvith 57 living units and entered into a lomgrh management
contract with Five Star to manage this communityerms substantially consistent with those thatwaee previously entered
into with Five Star for communities that includesia¢ed living units.

. In February 2012, we acquired a senior living comityuwith 92 living units and entered into a lorggrh management contr:
with Five Star to manage this community on termssgantially consistent with those that we have jonesly entered into with
Five Star for communities that include assistethjwnits.

The management contracts for the communities RigerBanages for our account, or the Managementr@aisf provide Five Star with a
management fee equal to 3% of the gross revenabzae at the communities, plus reimbursement fee Star's direct costs and expenses
related to the communities and an incentive feakipu35% of the annual net operating income ofcbramunities after we realize an annual
return equal to 8% of our invested capital. The &gament Contracts have an initial term of 20 yaadsare subject to automatic renewal for
two consecutive 15 year terms, unless earlier taatad or timely notice of nonrenewal is deliverEde Management Contracts provide that
we and Five Star each have the option to termit@t&ontracts upon the acquisition by a persorraugof more than 9.8% of the other's
voting stock and upon other change in control evaffecting the other, as defined in those docusyémtluding the adoption of any
shareholder proposal (other than a precatory padposthe election to the board of directors of andividual if such proposal or individual
was not approved, nominated or appointed, as the i@y be, by vote of a majority of the board oéctiors in office immediately prior to the
making of such proposal or the nomination or apjmoémt of such individual. As of December 31, 2CdlLof our Management Contracts w
Five Star have been made subject to a pooling agreewe entered with Five Star in connection wltlh tommunities we agreed to acquir
March 2011 referred to above, except for a commyufiite Star manages for our account that only idetuindependent living apartments.
Communities with only independent living apartmeni be subject to a separate pooling agreementidd the pooling agreement currently
in effect, determinations of fees and expensebef/arious communities that are subject to theiegiple pooled Management Contracts are
aggregated, including determination of our returowr invested capital and Five Star's incentivesfaJnder the pooling agreement, after
December 31, 2017, we have the right, subjectue Biar's cure rights, to terminate all, but nes l#han all, the Management Contracts that
are subject to the pooling agreement if we do ec¢ive our minimum return in each of three conseewytears. In addition, under the pooling
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agreement, Five Star has a limited right to reqthieesale of underperforming communities. Also,armttie pooling agreement, any
nonrenewal notice given by Five Star with respe@ tommunity that is subject to the pooling agreetmvould be deemed a nonrenewal \
respect to all the communities (and related Manage@ontracts) that are the subject of the podigigeement. Special committees of eac
our Board of Trustees and Five Star's board oftbre composed solely of our Independent Trustedd-@ve Star's independent directors
who are not also trustees or directors of the qthety and who were represented by separate cormgelved and approved the terms of the
initial Management Contracts and pooling agreeméfet.expect the terms of the pooling agreementdarraunities with only independent
living apartments will be on substantially the saerens. The terms of the subsequent Managementd&siand pooling agreement were
approved by our Independent Trustees and Boardusitdes and by the independent directors and ldalidectors of Five Star. For the year
ended December 31, 2011, we incurred $835 in mamagiefees and reimbursed $19,762 of costs to RxverSlated to the communities Five
Star manages for our account.

We expect that we may enter into additional managrmrrangements with Five Star for senior livimgnenunities that we may acquire in
future on terms similar to those management arraegés we currently have with Five Star, althougdréhcan be no assurances that we will
do so. For example, in February 2012, we agreaddaire an independent living community locateMissouri, which we expect to acquire
in the first half of 2012 and which we expect F&tar would manage for our account pursuant to @ ferm management contract on terms
similar to those management arrangements we clyieae with Five Star and which we expect wouldri®uded in a separate pooling
agreement that would include Management Contractsdmmunities consisting of only independent livapartments. However, this
acquisition is subject to conditions and may nosel

During the year ended December 31, 2011, pursoahttterms of our existing leases with Five Starpurchased $33,269 of improvements
made to our properties leased to Five Star, and rasult, the annual rent payable to us by Fiee iBtreased by approximately $2,665.

Simultaneously with the negotiation of the manageneentract terms described above, in May 2011améFive Star entered into a bridge
loan, or the Bridge Loan, under which we agreeléna Five Star up to $80,000 to fund a portionhef purchase price payable by Five Star
for six senior living communities. The Bridge Lo@rsecured by mortgages on three of the six comtiesracquired by Five Star and on four
other senior living communities owned by Five Starach case including related furniture, fixtuaesl equipment. The Bridge Loan matures
on July 1, 2012, and bears interest at a rate ¢quhé annual rates of interest applicable tobmirowings under our revolving credit facility,
plus 1%, or 2.90% as of December 31, 2011. As afebwer 31, 2011, $38,000 aggregate principal ameastoutstanding and no additional
amounts remain available for borrowing under thielg@ Loan. We recognized interest income from Bridge Loan of $593 in the year
ended December 31, 2011.

The terms of the leases and Bridge Loan betweamdd$-ive Star were reviewed and approved by spesrahmittees of each of our Board of
Trustees and Five Star's board of directors contpsskely of Independent Trustees or independeptttirs who are not also trustees or
directors of the other party and who were represthy separate counsel. Our leases, managemeetagrts and Bridge
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Loan with Five Star include arbitration provisidios the resolution of certain disputes, claims aadtroversies.

CWH was formerly our parent. We were spun off to i@8/shareholders in 1999. At the time of our sgfrfrom CWH, we and CWH entert
into a transaction agreement pursuant to which,ngnooher things, we and CWH agreed that so long\as! owns 10% or more of our
common shares, we and CWH engage the same manmageramd CWH have any common managing trustee€\\Ij will not make any
investment in senior apartments, congregate contiesnassisted living properties, nursing homestloer healthcare properties, but
excluding medical office properties, medical clend clinical laboratory buildings, without theégprapproval 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 pregpproval of a majority of CWH's independent traste

In May 2008, concurrently with our agreements tachase 47 MOBs from CWH for $562,000, we and CWEked into an amendment to
the transaction agreement to permit us, rather @i, to invest in MOBs. At the same time, CWH deghus a right of first refusal to
purchase up to 45 additional identified propertieg CWH owned and that were leased to tenantseitical related businesses in the event
CWH determined to sell such properties, includingralirect sale as a result of a change of cowtfr@WH or subsidiaries which owned
those properties.

Between November 2010 and January 2011, we purdliema CWH 27 properties (approximately 2.8 millisquare feet), which were
majority leased as MOBs, for an aggregate purchase of $470,000, excluding closing costs. On 8ejter 30, 2011, we acquired from
CWH 13 additional properties (approximately 1.3limil square feet), which were majority leased asBd(for an aggregate purchase price
of $167,000, excluding closing costs. Certain ef phoperties included in these purchases werecubjeur right of first refusal referred to
above. In connection with our September 2011 pwehaf the additional 13 MOBs, we and CWH termithadite existing right of first refusi
as substantially all of the properties that wellgjestt to that right of first refusal had been pasbd by us. Our purchase agreements with
CWH include arbitration provisions for the resadutiof certain disputes, claims and controversies.

As of February 17, 2012, we owned 250,000 of CWddimmon shares. Both we and CWH are managed by RMRsrs. Barry Portnoy and
Adam Portnoy are Managing Trustees of both us aMHCMr. Frederick Zeytoonjian is an Independentstee of both us and CWH. Also,
all of our and CWH's officers are officers of RM&ccordingly, the purchase and amendment agreerbettseen us and CWH described
above were negotiated and approved by special ctie@riof each company's board of trustees compsisety of Independent Trustees who
were not also independent trustees of the othepaagn

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 GR\,not Five Star or TA. We
understand that the other companies to which RMRiges management services also have certain @tadionships with each other,
including business and property management agreésraad lease arrangements. In addition, officeRMR serve as officers of those
companies. We
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understand that further information regarding thetationships is provided in the applicable peidadports and proxy statements filed by
those other companies with the SEC.

We, RMR, Five Star, CWH, HPT, GOV and TA each cotlseown approximately 14.29% of AIC, an Indianaunance company. All of our
Trustees, all of the trustees and directors obther publicly held AIC shareholders and nearlyoélihe directors of RMR currently serve on
the board of directors of AIC. RMR provides managatrand administrative services to AIC pursuara inanagement and administrative
services agreement with AIC. Our Governance Guidslprovide that any material transaction betweseang AIC shall be reviewed,
authorized and approved or ratified by both theratitive vote of a majority of our entire BoardTolustees and the affirmative vote of a
majority of our Independent Trustees. The sharafrteldgreement that we, the other shareholders@faft AIC are parties to includes
arbitration provisions for the resolution of centdisputes, claims and controversies.

As of February 17, 2012, we have invested $5,208@since its formation in November 2008. We maysist additional amounts in AIC in
the future if the expansion of this insurance besénrequires additional capital, but we are ndgab#d to do so. Our investment had a
carrying value of $5,291 and $5,076 as of DecerBthe011 and 2010, respectively, which are includeather assets on our consolidated
balance sheets. For 2011, we recognized incom&3% &nd for 2010 and 2009, we recognized loss&4 ahd $134, respectively, related to
our investment in AIC. In June 2010, we and thep#hareholders of AIC purchased property insurgneeiding $500,000 of coverage
pursuant to an insurance program arranged by Atnath respect to which AIC is a reinsurer of certaoverage amounts. This program '
modified and extended in June 2011 for a one yrar.tOur annual premium for this property insuraoicapproximately $1,600 and $275
was paid in 2011 and 2010, respectively. We areeatly investigating the possibilities to expand msurance relationships with AIC to
include other types of insurance. By participaiimghis insurance business with RMR and the otbenganies to which RMR provides
management services, we expect that we may bdinatfitcially by possibly reducing our insurance enges or by realizing our pro-rata share
of any profits of this insurance business.

Note 6. Loan Receivable

In May 2011, we and Five Star entered into a lggne@ment under which we agreed to lend Five Stao $§80,000 to fund Five Star's
purchase of six senior living communities that Ftar had agreed to acquire for an aggregate pseqgtrace of approximately $122,800.
Since June 2011, Five Star has completed its atiquisf these six communities and had borrowe&0,000 of this Bridge Loan and has
repaid $42,000. As of December 31, 2011, $38,0@@aregate principal amount was outstanding aradddional borrowings were availal
under this Bridge Loan. The Bridge Loan is secumgdhortgages on three of these senior living conitiasnthat Five Star acquired and on
four other senior living communities owned by F&tar. The Bridge Loan matures on July 1, 2012 aaddinterest at a rate equal to the
annual rates of interest applicable to our borrgwinnder our revolving credit facility, plus 1%;@<ecember 31, 2011, the interest rate
2.9% under the Bridge Loan. We recognized intdrestme from this Bridge Loan of $593 for the yeaded December 31, 2011, which is
included in interest and other income in our coidsbéd statements of income.
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Our principal debt obligations at December 31, 2@&te: our $750,000 unsecured revolving credififgcfour public issuances of unsecu
senior notes, including: $225,000 principal amaduet 2012 at an annual interest rate of 8.625% @paid, at maturity, all $225,000 of these
senior notes in January 2012), $250,000 principaunt due 2016 at an annual interest rate of 4.3240,000 principal amount due 2020 at
an annual interest rate of 6.75% and $300,000 ipahamount due 2021 at an annual interest ra6e7%; and $847,404 aggregate principal
amount of mortgages secured by 79 of our properfies 79 mortgaged properties had a carrying val$d,126,006 at December 31, 2011.
We also have two properties subject to capitaldeastaling $14,211 at December 31, 2011; thesgtaperties had a carrying value of
$16,027 at December 31, 2011.

In connection with the acquisitions discussed ineNdabove, during the year ended December 31, 204 Assumed $217,317 of mortgage
debt with a weighted average interest rate of 5.9#%a weighted average maturity of 5.3 years. &¢erded the assumed mortgages at their
fair value which approximated their outstandingipipal balances. We determined the fair value efatisumed mortgages using a market
approach based upon Level 2 inputs (significangotibservable inputs) in the fair value hierarchy.

In June 2011, we entered into a new $750,000 unsécavolving credit facility with a group of 26siitutional lenders that we use for
acquisitions, working capital and general businesgoses. The new facility replaces our previolB0$#00 unsecured revolving credit
facility which had been scheduled to mature on by 31, 2011. In connection with this refinanciweg, recorded a loss on early
extinguishment of debt of $427 from the write ofumamortized deferred financing fees related topyavious $550,000 revolving credit
facility. The maturity date of the new facility Jsine 24, 2015 and includes an option for us toneixtiee facility for one year to June 24, 2016
as well as includes a feature under which maximomowings may be increased up to $1,500,000 iragedircumstances. Interest paid
under the new facility is set at LIBOR plus 160ibgmints, subject to adjustments based on ouitaithgs. We can borrow, repay and
reborrow until maturity, and no principal repayméentlue until maturity. The interest rate payabieborrowings under this revolving credit
facility was 1.90% at December 31, 2011. In additointerest, we pay certain fees to maintain tén®lving credit facility and we amortize
certain set up costs. Our revolving credit facilgyavailable for acquisitions, working capital aggheral business purposes. As of
December 31, 2011, we had no amounts outstandith@ 260,000 available under this revolving crediilfty. Our revolving credit facility
contains financial covenants that require us tantaai financial ratios and a minimum net worth. Wédieve we were in compliance with
these covenants and with the comparable covenfots prior credit facility during the periods pesged.

In January 2011, we sold $250,000 of senior ungeknotes. The notes require interest at a fixedob#.30% per annum and are due in
2016. Net proceeds from this sale of the notesr aftderwriting discounts, fees and other expenseie approximately $245,354. Interest on
the notes is payable semi-annually in arrears. iNwipal payments are due until maturity. We udesiniet proceeds of this offering to repay
$120,000 in borrowings under our revolving creditility and for general business purposes, inclydiimding in part the acquisitions
described in Note 3 above.

In December 2011, we sold $300,000 of senior unselcnotes. The notes require interest at a fixedlah6.75% per annum and are due in
2021. Net proceeds from this sale of the notesr aftderwriting discounts, fees and other expenseie approximately $292,170. Interest on
the notes is
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payable semi-annually in arrears. No principal paegts are due until maturity. We used the net prdeeé this offering to repay $70,000 in
borrowings under our revolving credit facility afat general business purposes, including fundinggirt the acquisitions described in Note 3
above.

In April 2010, we sold $200,000 of senior unsecuretes. The notes require interest at a fixedob€75% per annum and are due in 2020.
Net proceeds from the sale of the notes, aftermwriteng discounts, fees and other expenses, wapeoximately $194,945. 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 creddility, to fund the redemption of all $97,500 ofrautstanding 7.875% senior notes due
2015 and for general business purposes, includindifig in part the acquisitions described in No&h8ve.

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 deferredificing fees and debt discount of approximatel$53.,

At December 31, 2011 and 2010, our additional antiihg debt consisted of the following:

December 31, 2011 December 31, 2010
Face Unamortized Face Unamortized

Unsecured Debt Coupon Maturity Amount Discount Amount Discount

Senior note! 8.625Y% 201z $ 225,000 $ — $ 225,000 $ 12¢
Senior note! 4.300% 201¢ 250,00( 2,15¢ — —
Senior note! 6.750% 202( 200,00( 1,77 200,00( 1,99:
Senior note! 6.750% 2021 300,00( 5,29¢ — —
Total unsecured de $ 975,000 $ 9,23( $ 425,000 $ 2,12(
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Principal Balance as of
December 31,

Number of

Net Book Value of
Collateral

Properties Initial
Secured and Other Debt 20119 2010 Inéeear{eeSt Maturity Collgtseral Cgl(l);tte?gl 2011 2010
Mortgage® $ 12,40( $ —  6.03% 2%'?; 1 $ 17,15¢$ 17,07¢$ —
Mortgage 2,35¢  2,41¢ 6.73% é]g?j 1 4,45( 3,69¢  3,78(
Mortgages 30,58( 31,55 6.97% 2Jou1|):' 16 70,11¢ 61,54 63,30(
Mortgage® 3,177 —  6.07% ZSOe:LF; 1 22,147 21,83¢ —
Mortgage 4,22¢ 4,307 6.50% 23i1r 1 7,56( 7,406 7,45(
Mortgages 10,92 11,25¢ 6.11% 22% 4 17,03  14,81¢ 15,22¢
Mortgages 14,00¢ 14,24f 6.91% 2%(132 2 36,35¢ 33,70z 34,347
Mortgages 37,61¢ —  5.83% ngff 2 79,000  79,10¢ —
Mortgage®) 5,21¢ —  5.65% éJ(l)T': — — — —
July
Mortgage 11,74 — 637% 201f 1 14,84¢  14,69' —
Mortgages 13,31( — 5.66% Z\Z)ullﬁ 3 26,60¢ 26,37 —
Mortgage 2,94¢ —  5.88% 2Jou1|¥ 1 15,397  15,17¢ —
Mortgage 4,68¢ —  5.81% 2(())1051 1 8,60( 8,53: —
Mortgage 6,581 —  5.97% 2/35)2 1 10,27: 10,19/ —
Mortgage 93,13! — 5.924Y 2%2\2 2 157,500  157,64( —
Mortgage 12,69t —  6.25% 2%(1\2 1 22,10.  21,98¢ —
Mortgages 47,68¢ 48,56 6.54% zl‘\g?: 8 62,50 57,87 59,06
Mortgage® 300,66¢ 303,94¢ 6.71% ZSOe:LFé 28 617,16: 505,21 506,80!
Mortgage® 200,07¢ 202,44¢ 6.39% 2Soe1% — — — —
Mortgage® 3,51f  3,74: 7.31% 2832 1 18,827  17,24: 17,70¢
Mortgage(®) 1,72¢ 1,83 7.85% 2822 — — — —
Mortgage 3,61¢ —  6.25% 28:?r 1 5,20( 4,807 —
Mortgage 9,62¢ —  5.95% 280632 2 11,428  19,58¢ —
Bonds 14,70C  14,70( 5.875% 2%3% 1 34,307  27,50: 28,40¢



Apr
Capital lease 14,21: 14,578 7.9% 202¢ 2 28,60 16,027 17,98
Total securel $861,42: $653,59( $1,287,16' $1,142,03! $754,06¢

(1) The principle balances are the amounts stateckicdhtracts. In accordance with generally acceptedunting
principles, our carrying values and recorded irseexpense may be different because of market tionsliat the time
we assumed certain of these debts. As of Decenih@(3.1 and 2010, the unamortized net premiumsedaia of thes
mortgages were $191 and $420, respectively.

2 In February 2012 we repaid this debt.

(3)  These two mortgages are collateralized by one ptppequired in June 2011.

(4) These two mortgages were closed in August 200%amndollateralized by 28 properties. A part of ltten requires
interest at a fixed rate of 6.71% and a part ofldl@ 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, 2011

(5) These two mortgages are collateralized by one M@pgrty acquired in July 200
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We include amortization of capital lease assetiepreciation expense. Assets encumbered by céates had a net book value of $14,211
and $14,575 at December 31, 2011 and 2010, resphcti

Interest on our unsecured senior notes and ourshigrhyable semi-annually in arrears; howevepripal repayments are due until
maturity. Required monthly payments on our mortgagelude principal and interest. Payments undeicapital leases are due monthly.

Required principal payments on our outstanding dsliif December 31, 2011, are as follows:

2012 $ 286,11¢
2013 41,31¢
2014 49,16
2015 48,96"
2016 360,58
Thereaftel 1,050,27.

Note 8. Fair Value of Assets and Liabilities

The table below presents the fair value of certdiour assets and liabilities at December 31, 2&Ht@gorized by the level of inputs used in
the valuation of each asset or liability.

Quoted Prices ir  Significant
Active Other
Markets for Observable
Identical Inputs
Description Total Assets (Level 1 (Level 2)

Assets helc

for sale

@ $ 1,71 $ —$ 1,71F
Investment

in

available

for sale

securitie!

@ $ 16,86 $  16,86% $ —
Unsecured

senior

notes® $991,88¢$ 991,88¢ $ —

(1)  Assets held for sale consist of two of our progsrthat we expect to sell that
are reported at fair value. We used offers to paselthe properties made by
third parties or comparable sales transactionsgl2vnputs) to determine
fair value of these properties and, during the yemted December 31, 2011,
we recorded an impairment of assets charge of 81@Beduce their values
the amount stated. We have recorded cumulativeirmpats of
approximately $8,621 to these properties in ordeetuce their book values
to fair value. In addition, during 2011 we recor@edimpairment of assets
charge of $166 related to two properties that we soMay and June 2011.

(2)  Ourinvestments in available for sale securitiefuide our 250,000 common
shares of CWH and 4,235,000 common shares of Fare Ehe fair values of
these shares are based on quoted prices at Dec8it#911 in active
markets (Level 1 inputs).
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In addition to the assets and liabilities descrilvethe above table, our additional financial ingtents include rents receivable, cash and cash
equivalents, restricted cash, loan receivable,reeicand unsecured debt and other liabilities. Hirevhlues of these additional financial
instruments approximate their carrying values atddeber 31, 2011 based upon their liquidity, shemtmaturity, variable rate pricing or ¢
estimate of fair value using discounted cash floalgses and prevailing interest rates.

Note 9. 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 assets leased and rents earned frosignificant lessee as of and for the
years ended December 31, 2011 and 2

At At
December 31, 2011 December 31, 2010
Investment (V) % of Total Investment (V) % of Total
Five Star $ 2,150,72 46% $ 2,032,15 54%
All others 2,570,86! 54% 1,729,55 46%
$ 4,721,59 100 $ 3,761,71 100%
Year Ended Year Ended
December 31, 2011 December 31, 2010
Rental income % of Total Rental income % of Total
Five Star $ 195,40¢ 46% $ 189,68: 56%
All others 226,75 54% 150,43: 44%
$ 422,16¢ 100% $ 340,11 100%

Q) Represents real and personal property leased tizoants at historical cost after impairment lossetbefore
depreciation

As discussed above, Five Star is our former sufsidind both we and Five Star have managementaatstvith RMR. Five Star is the les
of 46% of our investments, at cost, as of Decer3tieR011. Five Star is included in our short amtyjlterm residential care communities
segment. Five Star also manages a portfolio ofedibs living communities for our account. The fovagy table does not include the reven
we realize from these Managed Communities as a$iaeobligation because Five Star is not obligébguhy the rent for the Managed
Communities. The following tables present summargricial information for Five Star for the yearsled December 31, 2011, 2010 and
2009, as reported in its Annual Report on Form 10-K
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Summary Financial Information of Five Star Quality Care, Inc.

For the Year Ended December 31,
2011 2010 2009

Operations

Total revenue $ 1,281,76. $ 1,213,26. $ 1,142,74

Operating incom: 21,34¢ 26,12« 10,53:
Income from continuing operatiol 68,27 25,56 40,42(
Net income 64,20: 23,49: 38,33(
For the Year Ended December 31,
2011 2010 2009

Cash Flows

Cash provided by operating activiti $ 44,41« $ 109,77¢ $ 28,83t
Net cash used in discontinued operati (15€) (1,829 (1,399
Cash used in investing activiti (127,307 (37,665 (24,709
Cash provided by (used in) financing activit 90,64¢ (54,539 (13,85%)
Change in cash and cash equival 7,60¢ 15,75 (11,127
Cash and cash equivalents at the beginning ofeheq 20,77( 5,017 16,13¢
Cash and cash equivalents at the end of the p 28,37« 20,77( 5,017

As of December 31,

2011 2010
Financial Position

Current assel $ 141,51« $ 135,96!
Non-current assel 441,96: 243,82¢
Total indebtednes 122,71 45,72¢
Current liabilities 189,33: 137,91:
Non-current liabilities 113,95: 77,11¢
Total shareholders' equi 280,19: 164,76

The summary financial information of Five Star iregented to comply with applicable accounting ratioihs of the SEC. References in these
financial statements to the Annual Report on FobakKfor Five Star are included as textual refereray, and the information in Five Sta
Annual Report on Form 10-K is not incorporated &ference into these financial statements.
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We have three operating segments, of which twoegrertable operating segments. The two reportgideating segments are: (i) short term
and long term residential care communities thagrafining for residents and (ii) properties wheredimal related activities occur but where
residential overnight stays or dining servicesraeprovided, or MOBs. Properties in the short termd long term residential care
communities segment include leased and managegéendent living communities, assisted living comntiesi skilled nursing facilities and
rehabilitation hospitals. We earn rental incomesraies from the tenants of our leased communitidswenearn fees and services revenues
from the residents of our Managed Communities. anaged Communities commenced operations in Jubk. Zyoperties in the MOB
segment include those leased to medical providemsedlical related businesses, clinics and biotabbrhitory tenants. The "All Other
Operations" category in the following table incladgemounts related to corporate business actidtiesthe operating results of certain
properties that offer fitness, wellness and speices to members.

For the Year Ended December 31, 2011

Short and
Long Term
Residential
Care All Other
Communities MOBs Operations Consolidated
Revenues
Rental income $ 24265. $ 161,80¢ $ 17,70f $ 422,16t
Residents fees and servic 27,85 — — 27,85
Total revenue 270,50 161,80¢ 17,70¢ 450,01
Expenses
Depreciation expens 71,02( 38,45: 3,792 113,26!
Property operating expens 21,63¢ 47,32¢ — 68,967
General and administrati\ — — 26,04 26,04
Acquisition related cost — — 12,23¢ 12,23¢
Impairment of asse! 1,02¢ 962 — 1,99(
Total expense 93,68 86,74 42,07: 222,50:
Operating income (lost 176,81t 75,06¢ (24,367 227,51!
Interest and other incon — — 1,451 1,451
Interest expens (43,867) (996€) (53,409 (98,267)
Loss on early extinguishment of de — — (427) (427)
Gain on sale of propertit 21,23t 79 — 21,31¢
Equity in earnings of an invest — — 13¢ 13¢
Income (loss) before income tax
expense 154,19( 74,14¢ (76,609 151,73:
Income tax expens — — (312) (312)
Net income (loss $ 154,190 $ 74,14¢ $ (76,92() $ 151,41¢
Total asset $ 246153 $ 1,487,360 $ 434,15. $ 4,383,04
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Rental income

Expenses
Depreciation expens
Property operating expens
General and administratiy
Acquisition related cost
Impairment of asse!

Total expense

Operating income (lost

Interest and other incon

Interest expens

Loss on early extinguishment of de
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, 2010

Short and
Long Term
Residential

Care Facilities MOBs All Other Consolidated

$ 237,57t $ 85,15: $ 17,38: $ 340,11:

66,17 20,44t 3,792 90,40¢

— 20,16¢ — 20,16¢

— — 21,67, 21,67,

— — 3,61( 3,61(

1,09t 4,87( — 5,96¢

67,26 45,48 29,07¢ 141,83(

170,31: 39,66¢ (12,696 198,28

— — 844 844

(41,07¢) (862) (38,079 (80,01

— — (2,432 (2,432

10¢ — — 10¢

— — @ @

129,34 38,80¢ (51,365 116,78!

— — (300 (300)

$ 129,34: $ 38,80¢ $ (51,665 $ 116,48!

$ 1,90593 $ 1,167,99. $ 318,72: $ 3,392,65!
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Rental income

Expenses
Depreciation expens
Property operating expens
General and administratiy
Acquisition related cost
Impairment of asse!

Total expense

Operating income (lost
Interest and other incon
Interest expens

Gain on sale of propertit
Equity in losses of an invest

Income (loss) before income tax expe
Income tax expens

Net income (loss
Total asset

Note 11. Income Taxes

Our provision for income taxes consists of thedwihg:

Current:
Federa
State

Deferred:
Federa
State

Income tax provisiol

For the Year Ended December 31, 2009

Short and
Long Term
Residential

Care Facilities MOBs All Other Consolidated

$ 226,24° $ 53,86: $ 17,29C $ 297,39

61,12: 13,66¢ 3,792 78,58

— 14,90: — 14,90:

— — 19,82t 19,82t

— — 3,32 3,32

3,78¢ 11,74¢ — 15,53(

64,90¢ 40,31¢ 26,94« 132,16t

161,34: 13,54¢ (9,659 165,23

— — 93t 93t

(21,29) (747 (34,369 (56,40/)

397 — — 397

— — (134) (134)

140,44: 12,80: (43,217 110,02°

- - (312) (312)

$ 140,44: $ 12,80 $ (43,529 $ 109,71

$ 1,972,43 $ 738,09. $ 277,39¢ $ 2,987,92

For the year ended December 31,

2011 2010 2009
$ — 3 — 3 —
312 30C 312
312 30C 31z

$ 312 % 30C $

312
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(dollar amounts in thousands, except per share datar as otherwise stated)
Note 11. Income Taxes (Continued)
A reconciliation of our effective tax rate and teS. federal statutory income tax rate is as foiow

For the year ended December 31,

2011 2010 2009
Taxes at statutory U.S. federal income tax

rate 35.0% 35.0% 35.0%
Nontaxable income of SN (35.0)0% (35.00% (35.00%
State and local income taxes, net of feder:

tax benefil 0.2% 0.3% 0.3%
Change in valuation allowan: 0.4% — —
Other differences, ni (0.4)% — —
Effective tax rate 0.2% 0.3% 0.3%

Deferred income tax balances reflect the net teects of temporary differences between the carrgimgpunts of assets and liabilities on our
balance sheet and the amounts used for incomeautaoges and are stated at enacted tax rates edpedie in effect when taxes are actually
paid or recovered. Significant components of odedted tax assets and liabilities are as follows:

For the year ended December 31,
2011 2010

Deferred tax asset

Reserve: $ 48¢ % —
Tax loss carry forward 241 —
Other — —
73C —

Valuation allowanct (617) —
11z —

Deferred tax liabilities
Depreciable asse (119) —

Net deferred tax liabilitie $ — $ —

Deferred tax liabilities are included in other liétles in the accompanying consolidated balanaesh

Because of our TRSs' short operating history aadititertainty surrounding our ability to realize tature benefit of these assets, we have
provided a 100% valuation allowance as of Decer8tte011. If and when we believe it is more likéigin not that we will recover our
deferred tax assets, we will reverse the valualtowance as an income tax benefit in our constdidlatatement of operations. As of
December 31, 2011, our consolidated TRSs had regatipg loss carry forwards for federal incomepaxrposes of approximately $620,
which if unused, begin to expire in 2031.
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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 12. Selected Quarterly Financial Data (unaudid)

The following is a summary of our unauditpdarterly results of operations for 2011 and 2@®RéXxlassifications have been made to the
prior quarters and prior years results to confaental income, property operating expenses, geaathhdministrative expenses, interest and
other income and impairment of assets to the ctiolassification. These reclassifications had rieatfon net income or shareholders' equity.

2011
First Second Third Fourth
Quarter @ Quarter @ Quarter @ Quarter
Revenue! $ 098,077 $ 100,74t $ 113,27 $ 136,60:
Net income 31,77¢ 51,04¢ 29,99¢ 38,59¢
Per share dati
Net income $ 02z $ 0.3¢ $ 0.2 $ 0.24
Common distributions declaréd $ 037 $ 037 $ 03¢ $ 0.3¢
2010
First Second Third Fourth
Quarter (M) Quarter (M) Quarter (M) Quarter (M)
Revenue! $ 80,700 $ 81,006 $ 81,16¢ $ 97,29
Net income 29,98 24,55¢ 28,07¢ 33,86¢
Per share dat:
Net income $ 022 % 0.1¢ $ 0.2: % 0.2¢
Common distributions declaréd $ 0.3¢ $ 0.3¢ $ 037 $ 0.37
(1) Amounts previously reported have been adjustedlbsifs:
2011
First Second Third
Quarter Quarter Quarter
Total revenues as previously reported in 2 $ 98,077 $ 100,74¢ $ 113,27
Total reclassification 47E 414 42¢
Total revenues restat: $ 98,55: $ 101,16: $ 113,70(
2010
First Second Third Fourth
Quarter Quarter Quarter Quarter
Total revenues as previously reported in 2 $ 80,70¢ $ 81,006 $ 81,16« $ 97,29¢
Total reclassification 54 (30 (150 68
Total revenues restat: $ 80,75¢ $ 80,97¢ $ 81,01+« $ 97,36!

(2)  Amounts represent distributions declared with respethe periods shown. Distributions are gengiadlid in the
quarterly period following the quarterly periodwtich they relate
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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 13. Pro Forma Information (unaudited)

During 2011, we purchased 28 senior livingymunities and 28 MOBs for $991,618, sold foulles#finursing facilities, one assisted
living community and two MOBs for $39,460, recorglia gain on sale of approximately $21,315 and,yaursto the terms of our existing
leases with Five Star, we purchased $33,269 ofargments made to our properties leased to Five Btaing 2011, we recognized an
impairment of assets charge of $1,990 relateduo ooperties. We assumed $217,317 of mortgageadebtveighted average interest rate of
5.94% and incurred $2,540 of deferred financing fiedated to certain of our 2011 acquisitions.dnuhry 2011, we sold $250,000 unsecured
senior notes due 2016 at a fixed rate of 4.30%apeum and incurred $1,973 of deferred financing fetated to this debt financing. In June
2011, we refinanced our $550,000 revolving crealiflity with a $750,000 revolving credit facilityaturing in June 2015 and incurred $6,723
of deferred financing fees related to this refinragcWe recorded a loss on early extinguishmentett of $427 related to this revolving cre
facility refinancing. In December 2011, we sold 8300 unsecured senior notes due 2021 at a fixedf®.75% per annum and incurred
$2,487 of deferred financing fees related to tleistdinancing.

During 2010, we purchased 26 MOBs for $888, sold four skilled nursing facilities for $1@5ecording 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 202@xad 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.

The following table presents our pro formaaults of operations as if all of these 2010 abtil2activities were completed on January 1,
2010. This pro forma data is not necessarily irtiliesof what actual results of operations wouldédaeen for the periods presented, nor does
it represent the results of operations for anyriperiod. Differences could result from, but apé limited to, additional property sales or
investments, changes in interest rates and chamges equity or debt structure.

For the Yea Ended
December 31,

2011 2010
Total revenue $ 589,89¢ $ 586,57
Net income $ 150,57¢ $ 137,19¢
Per common share dat
Net income $ 0.9z % 0.8¢4

During the year ended December 31, 201Tresegnized revenues of $60,395, operating exparfsk®9,604 and interest expense of
$2,915, arising from our acquisitions complete@i1.
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SENIOR HOUSING PROPERTIES TRUST
SCHEDULE 1lI

REAL ESTATE AND ACCUMULATED DEPRECIATION
December 31, 2011

(Dollars in thousands)

Initial Cost to Company Cost at December 31, 2011
Cost
Capitalized
Buildings, Buildings, Accumulated Date Original
Improvements & Subst?)quen Improvements & Depreciation Acquired Construction

City State Land Equipment  Acquisition Impairment Land Equipment  Total @ @) ®) Date
Birminghan AL $ 58C$ 5,98( $ 122 $ —$ 58C$ 6,10z$ 6,682z% 512  8/1/200¢ 2001
Birminghan AL 60C 7,57¢ 36C — 60C 7,93¢  8,53¢ 664  8/1/200¢ 200(
cullman® AL 287 3,41t 28¢ — 287 3,70¢ 3,991 755 11/19/200: 199¢
Madison® AL 334 3,981 42¢ — 334 4,41C 4,74« 86€ 11/19/200: 199¢
Sheffield® AL 394 4,68 454 — 394 5,13¢ 5,537 98¢ 11/19/200: 199¢
Peoria® AZ 2,687 15,84 1,91 — 2,681 17,75¢ 20,44 5,221 1/11/200: 199(
Phoenix AZ 3,82 6,711 (45) — 3,82 6,66€ 10,48¢ 167 12/22/201( 1982
Phoenix AZ  1,38( 6,34¢ 5 — 1,38 6,35¢  7,73¢ 40 9/30/201: 1987
Scottsdale AZ 941 8,807 12¢ — 941 8,93¢ 9,871 3,937 5/16/199: 199(
Scottsdale AZ 2,31t 13,65( 3,651 — 2,31t 17,307 19,61¢ 4,57¢ 1/11/200: 198/
Sun City AZ  1,18¢ 10,56¢ 15€ — 1,18¢ 10,727 11,91¢ 4,70¢ 6/17/199: 199(
Sun City

West AZ 39E 3,307 — — 39¢ 3,307 3,70z 832 2/28/200: 199¢
Tuscon® Az 4,42¢ 26,11¢ 3,21z —  4,42¢ 29,331 33,76( 8,45C 1/11/200: 198¢
Yuma AZ 222 2,10 2,12¢ — 222 4,22¢  4,45; 1,56z 6/30/199: 198¢
Yuma AZ 103 604 192 — 108 797 90C 385 6/30/199: 198¢
Anaheim  CA  2,85( 6,96¢ 18€ — 2,85 7,15C 10,00C 61C  7/9/200¢ 199
Encinitas CA  1,51( 18,04: 304 —  1,51C 18,34¢ 19,85¢ 1,745 3/31/200¢ 199¢
Fremont CA  3,20C 10,173 — — 3,20 10,177 13,37% 64 9/30/201: 199(
Fremont CA  3,75( 12,65¢ — — 3,75 12,65¢ 16,40¢ 79 9/30/201: 198¢
Fremont CA  4,58C 10,37( 41€ —  4,58( 10,78¢ 15,36¢ 65 9/30/201: 1991
Fresnc CA 73¢ 2,571 18€ — 73¢ 2,765 3,50 1,54¢ 12/28/199! 196:
Fresnc CA 88C 12,75! 2432 — 88C 12,99¢ 13,87 1,22€ 3/31/200¢ 199¢
Laguna

Hills CA 3,17 28,18¢ 43t — 3,17z 28,61¢ 31,791 12,37:  9/9/199: 197¢
Lancastel CA 601 1,85¢ 2,73¢ — 601 459/ 519t 1,86( 12/28/199! 196¢
Los Angele: CA  24,64( 88,277 19€ — 24,64( 88,47% 113,11 2,392 11/22/201( 197¢
Los Angele: CA  24,64( 90,35 422 — 24,64( 90,77+ 115,41« 2,457 11/22/2011 197¢
Redlands CA  1,77( 9,982 177 — 1,77 10,158 11,92¢ 95¢  3/31/200¢ 199¢
Roseville CA  1,62( 10,26: 21€ — 1,62 10,47¢  12,09¢ 98¢  3/31/200¢ 199¢
San

Bernardit CA  1,25( 9,06¢ 652 — 1,25 9,72z 10,97: 1,451 8/31/200¢ 198¢
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City
San Diegc
San Diegc
San Diegc
San Diego
(]
Stockton
Stockton

Stockton®
Thousand
Oaks
Van Nuys
Walnut
Creek
Canon City
Colorado
Springs
Delta
Grand
Junction
Grand
Junction
Lakewood
Littleton
Littleton
Wheat

Ridge(4)
Cromwell
Wallingford
Washingtol
Washingtol
Newark
Newark
Wilmington
Wilmington
Wilmington
Wilmington

4

Alachua

SENIOR HOUSING PROPERTIES TRUST
SCHEDULE 1lI

REAL ESTATE AND ACCUMULATED DEPRECIATION

Initial Cost to Company

December 31, 2011

(Dollars in thousands)

Cost at December 31, 2011

Cost
Capitalized
Buildings, Buildings, Accumulated Date Original

Improvements&Substiquen Improvements & Total Depreciation Acquired Construction
State Land Equipment  Acquisition Impairment Land Equipment @ @) ®) Date
CA $ 2,46€$ 46,47 $ — & — $ 2,46€$ 46,47:$48,93¢ $ 2,80¢  8/6/200¢ 198¢
CA 1,22t 23,077 — —  1,22¢ 23,077 24,30: 1,39¢  8/6/200¢ 198¢
CA  1,50¢ 28,75: — — 1,50¢ 28,75 30,26! 1,737  8/6/200¢ 198¢
CA 9,14: 53,90« 8,17¢ — 9,14: 62,08( 71,22 17,23( 1/11/200: 1987
CA 382 2,75C 50C — 382 3,25C 3,63: 1,69¢ 6/30/199: 196¢
CA 67C 14,41¢ 28¢ — 67C 14,70¢ 15,37¢ 1,38t 3/31/200¢ 199¢
CA 1,17¢ 11,17 5,10¢ —  1,17¢ 16,28( 17,45¢ 3,44¢  9/30/200: 198¢
CA 622 2,522 2,28¢ — 622 4,80¢ 5,43( 1,95¢ 12/28/199! 196¢
CA 718 37¢ 672 — 71€ 1,051 1,76¢ 511 12/28/199I 196¢
CA 2,01 9,29( 32 —  2,01C 9,322 11,33: 11 12/1/201: 199¢
(ee] 292 6,22¢ 1,01t (3,512) 292 3,731 4,02t 1,20C 9/26/199° 197(
CcO 24E 5,23¢ 1,23¢ (3,031) 24f 3,44: 3,68¢ 1,141 9/26/199° 1972
Cco 167 3,57C 7632 — 167 4,332 4,50C 1,601 9/26/199° 196:
CcO 204 3,87¢ 1,41¢ — 204 5,294/ 5,49¢ 2,417 12/30/199: 196¢
(o] 173 2,58 2,07¢ — 78 4,66z 4,83 2,142 12/30/199: 197¢
CcO 232 3,76¢€ 2,781 — 232 6,55: 6,78t 2,857 12/28/1991 1972
CcoO 185 5,04% 2,22: — 18t 7,26€ 7,451 3,437 12/28/199( 196¢
CcO 40C 3,507 — — 40C 3,507 3,907 882 2/28/200: 199¢
CcoO 47C 837 — — 47C 3,37: 3,84: 14€  4/1/201( 200¢
CT 57C 5,30¢ — — 57C 5,30¢ 5,874 133 12/22/2011 199¢
CT 43C 3,13¢ — — 43C 3,13¢  3,56¢ 78 12/22/2011 198¢
DC 13,70( 8,40( 514 — 13,70( 8,914 22,61« 697 12/22/200: 196¢€
DC 13,60( 24,88( 1,62z — 13,60( 26,50z 40,10: 1,74¢ 5/20/200¢ 197¢
DE  2,01( 11,85: 2,77C —  2,01C 14,62: 16,63: 3,932 1/11/200: 198z
DE 1,50 19,44 307 — 1,50 19,75¢ 21,25¢ 1,871 3/31/200¢ 199¢
DE 4,365 25,73¢ 1,57(¢ — 4,36 27,30¢ 31,67« 7,74€ 1/11/200: 198¢
DE 38 227 1,05¢ — 38 1,282 1,32 297 1/11/200: 196¢
DE 86¢ 5,12¢ 3,13¢ — 86¢ 8,25¢ 9,12¢ 2,241 1/11/200: 198¢
DE 1,17¢ 6,95( 1,27¢ — 117¢ 8,228 9,40 2,455 1/11/200: 197¢
FL  1,08C 1,67¢ 9 — 1,08 1,68¢ 2,76¢ 24  6/6/201: 198t
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)
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Fort Myers

Fort Myers

Holly Hill
4

Hollywood

Naples

Orlando

Orlando

Orlando
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)

Plantation
4

Pompano
Beach

Pompano
Beach

Port
Charlott

Port
St. Luci

Port
St. Luci

Tampa

SENIOR HOUSING PROPERTIES TRUST
SCHEDULE 1lI

REAL ESTATE AND ACCUMULATED DEPRECIATION

Initial Cost to Company

December 31, 2011

(Dollars in thousands)

Cost at December 31, 2011

Cost
Capitalized
Buildings, Buildings, Accumulated Date Original

Improvements&Substiquen Improvements & Total Depreciation Acquired Construction
State Land Equipment  Acquisition Impairment Land Equipment @ @) ®) Date
FL $ 165$% — — & —$ 1659 —$ 165% —  6/6/201: —
FL 331 — — — 331 — 331 —  6/6/201: —
FL 512 4,93¢ 1 — 512 4,93¢ 5,44¢ 72 6/6/201: 200¢
FL 512 4,941 2 — 512 4,947 5,45¢ 72 6/6/201: 200¢
FL 57C 4,27¢ 5 — 57C 4,281 4,85] 45 7/26/201: 2007
FL 4,00C — — — 4,00¢ —  4,00C — 8/30/201: —
FL 4,16¢€ 39,63! 72¢ — 4,16¢€ 40,36: 44,52¢ 17,782 5/20/199: 199¢
FL 3,20C 46,80( 71 — 3,20¢ 46,87 50,07 54 12/15/201. 199(
FL 2,39C 14,76¢ 78 — 2,39 14,84¢ 17,23¢ 16C  8/9/201: 199¢
FL 40C 2,907 — — 40cC 2,907 3,307 734 2/28/200: 199¢
FL 3,41C 20,10« 21,02¢ — 3,41 41,137 44,54: 7,428 1/11/200: 198¢
FL 1,69C 14,97. 2732 — 1,69(C 15,24 16,93t 6,71€ 5/16/199: 198¢
FL 3,19¢ 18,84¢ 13,86¢ — 3,19¢ 32,71 35,90¢ 7,057 1/11/200: 199(
FL 2,38t 21,137 382 — 2,38¢ 21,52( 23,90¢ 9,34¢ 8/16/199¢ 198¢
FL 36¢ 2,174 2,25¢ — 369 4,430 4,79¢ 927 1/11/200: 199(
FL 90C 21,20: 15€ — 90C 21,35¢ 22,25¢ 274 7/22/201: 192¢
FL 4,50C 40,50( 251 — 4,50C 40,75. 45,25 48 12/15/201: 198¢
FL 3,20C 2,89¢ 12,36¢ — 3,20¢ 15,26: 18,46 1,74¢ 8/31/200¢ 198¢
FL 51¢ 1,79¢ 56€ — 51¢ 2,365 2,884 137 12/22/200: 1997
FL 1,94¢ 7,197 — — 1,94¢ 7,197 9,14: 548 12/22/200i 1997
FL 188 532 29 — 13t 561 69€ 41 12/22/200:i 1997
FL 3,44¢ 20,33¢ 3,68( — 3,44¢ 24,01¢ 27,46¢ 6,75z 1/11/200: 198¢
FL 3,37¢ 29,94t 53¢ — 3,37¢ 30,48: 33,86:¢ 13,43( 5/16/199: 199
FL 4,70C 24,30( 123 — 4,70C 24,427 29,12% 31 12/15/201: 198¢
FL 7,70C 2,127 34,16« — 7,70C 36,29 43,99 4,357 8/31/200¢ 198t
FL 2,50C 15,50( 81 — 2,50 15,58 18,08: 20 12/15/201. 1991
FL 40C 11,93¢ 94 — 40C 12,02¢ 12,42¢ 16C 7/22/201: 199¢
FL 1,242 11,00¢ 20C — 1,24 11,20¢ 12,45: 4,93¢  5/20/199¢ 199:
FL 89C 9,34t 18& — 89C 9,53( 10,42( 127 7/22/201: 2007
FL 4,85(C 6,34¢ 7 — 4,85( 6,35€ 11,20¢ 66¢ 10/30/200° 198¢
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City
West Palm
Beach
Alpharetta
Athens
Atlanta

Atlanta®
Columbus
Conyers

Conyers4
Dalton

Decatur¥)
Evans
Gainesville

4
Jonesbor(

Macon(®)
Savannal
Savannah
4
Savannah
)
Snellville
Tucker
Clarinda
Des
Moines
Glenwood
Mediapolis
Pacific
Junction
Winterset
Arlington
Heights
Buffalo
Grove
Rockford
Romeoville
Springfield

Initial Cost to Company

SENIOR HOUSING PROPERTIES TRUST

SCHEDULE 1lI

REAL ESTATE AND ACCUMULATED DEPRECIATION

December 31, 2011

(Dollars in thousands)

Cost at December 31, 2011

S-4

Cost
Capitalized
Buildings, Buildings, Accumulated Date Original

Improvements&Subst?)quen Improvements & Total Depreciation Acquired Construction
State Land Equipment  Acquisition Impairment Land Equipment @ @ & Date
FL $2,061$% 12,15: % 9,09¢ % — $2,061 $ 21,247$23,30¢ $ 5,01¢ 1/11/200: 198¢
GA 5,39 26,71: — — 5,39( 26,71 32,10 2,25¢ 8/21/200¢ 200¢€
GA 337 4,00¢ 397 — 337 4,400 4,74C 84¢ 11/19/200. 199¢
GA 4,98( 11,26¢ 41 — 4,98( 11,307 16,281 25&  1/26/201: 200z
GA 5,80 9,30t 3 — 5,80 9,30¢ 15,10¢ 96C 11/30/200° 197¢
GA 294 3,50¢ 132 — 294 3,637 3,931 71€ 11/19/200. 199¢
GA  75C 7,78¢ 2 — 75C 7,78¢ 8,53¢ 24%  9/30/201( 200¢
GA 34z 4,06¢ 802 — 34z 4,87( 5,21 88€ 11/19/200. 1997
GA 262 3,11¢ 343 — 262 3,462 3,72¢ 65C 11/19/200. 1997
GA 3,10( 4,43¢€ 297 — 3,10C 4,73: 7,83 427  7/9/200¢ 198¢€
GA  23C 2,66: 347 — 23C 3,01C  3,24( 59t 11/19/200. 199¢
GA 26¢ 3,18¢ 191 —  26¢ 3,377 3,64% 671 11/19/200. 199¢
GA 1,80 20,66¢ 16¢ — 1,80 20,83: 22,63: 321 6/20/201: 2007
GA 183 2,17¢ 284 — 18% 2,46% 2,64¢ 487 11/19/200 199¢
GA  40C 5,67C 794 —  40c 6,46¢ 6,86¢ 954 11/1/200¢ 198¢
GA 1,20C 19,09( 2,61( — 1,20C 21,700 22,90( 2,91C 10/1/200t 1987
GA  80C 7,80(C 55 — 80C 7,855 8,65¢ 124 6/23/201: 200%
GA 87C 4,03( 111 — 87C 4,141 5,011 237 12/10/200! 1997
GA  69C 6,21C 711 —  69C 6,921 7,611 1,23t 6/3/200¢ 1997
1A 77 1,45 8732 — 77 2,32¢ 2,40 1,15¢ 12/30/199: 196¢
1A 123 627 871 — 12z 1,49¢ 1,621 50z  7/1/200( 196¢
1A 322 2,09¢ 1,57z — 32z 3,67C 3,992 1,13¢  7/1/200( 196/
1A 94 1,77¢ 70¢ — 94 2,48¢ 2,57¢ 1,23% 12/30/199: 197z
1A 32 30€ 90 — 32 39€ 42¢ 167  4/1/199! 197¢
1A 111 2,09¢ 1,30¢ (319 111 3,09C 3,201 1,52Z 12/30/199: 197z
IL  3,66f 32,587 49C — 3,66¢ 33,077 36,74 14,30.  9/9/199: 198¢
IL  3,80( 11,45¢ — — 3,80 11,45¢ 15,25¢ 35¢& 9/16/201( 200¢
IL 20C 7,30(C — —  20C 7,30C 7,50 12¢  5/1/201: 199¢
IL  1,12C 19,58: — — 1,32 19,58: 20,70: 1,652 8/21/200¢ 200&
IL 30C 6,744 1,01¢ —  30C 7,75¢  8,05¢ 1,097 8/31/200¢ 199
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SENIOR HOUSING PROPERTIES TRUST
SCHEDULE 1lI

REAL ESTATE AND ACCUMULATED DEPRECIATION
December 31, 2011

(Dollars in thousands)

Initial Cost to Company Cost at December 31, 2011
Cost
Capitalized
Buildings, Buildings, Accumulated Date Original
Improvements&Substvca)quen Improvements & Total Depreciation Acquired Construction

City State Land Equipment  Acquisition Impairment Land Equipment @ @ ®) Date
Waukegar IL $2,42($ 9,38:% —3$ —$2,42($ 9,382$11,80: $ 58 9/30/201: 199¢
Waukegar IL  2,70( 9,59( — — 2,70C 9,59C 12,29( 60 9/30/201: 199(
Auburn @) IN 38C 8,24¢ 40 — 38C 8,28¢ 8,66¢ 72 9/1/200¢ 199¢
Avon ) IN 85C 11,88¢ 80 — 85C 11,96¢ 12,81¢ 1,04¢  9/1/200¢ 199¢
Bloomingtor IN  5,40( 25,12¢ 1,53¢ — 5,40(C 26,66¢ 32,06¢ 2,028 11/1/200¢ 198:
Greenwooc IN  1,83( 14,30: — — 1,83( 14,307 16,13 11 12/1/201: 2007
Indianapolis

@) IN 2,78% 16,39¢ 2,33( — 2,78t 18,72¢ 21,51 5,451 1/11/200: 198¢
Kokomo ™) IN 22C 5,89¢ 162 — 22C 6,06z 6,282 536  9/1/200¢ 199¢
La Porte® IN 77C 5,55( 35 — 77C 5,58t 6,35 514  9/1/200¢ 199¢
Marion® N 41c 5,40¢ 202 —  41c 561z 6,02 501  9/1/200¢ 200(
Shelbyville

@ IN  19C 5,32¢ 46 —  19¢ 537, 5,561 486 9/1/200¢ 199¢
South Benc IN 40C 3,107 — — 40C 3,107 3,507 784 2/28/200: 199¢
Terra Haute

@ IN  30C 13,118 45 —  30C 13,16( 13,46( 1177  9/1/200¢ 200¢
Vincennes

@ IN 11C 3,60¢ 33¢ — 11C 3,94z 4,05: 352  9/1/200¢ 198t
Ellinwood KS 13C 1,137 49C — 13C 1,627 1,757 684  4/1/199: 1972
Lawrence KS 1,60( 18,56¢ 92 — 1,60 18,657 20,257 1,18¢ 10/1/200¢ 198¢
Overland

Park KS 2,56¢ 15,14( 2,281 — 2,56¢ 17,427 19,99 4,97¢ 1/11/200: 198t
Overland

Park® ks 1,27 11,42¢ 1,84¢ — 127 13,27( 14,54¢ 3,392 10/25/200; 198¢
Bowling

Green® Ky  36& 4,34t 437 — 36t 4,78z 5,147 912 11/19/200. 199¢
Frankfort KY 56C 8,28: 1,17¢ —  56C 9,46( 10,02( 1,307 8/31/200t 198¢
Hopkinsville

@ KY 31€ 3,761 18t — 31€ 3,94¢ 4,26: 77C 11/19/200- 199¢
Lafayette(5) KY — 10,84¢ 10,94 — — 21,791 21,79 9,261 1/11/200: 198t
Lexington

® KY — 6,39 2,04¢ - — 8,44: 8,44: 4,945 1/11/200; 198¢
Louisville

@ KY 3,52 20,77¢ 5,077 — 352 25,85¢ 29,38( 7,228 1/11/200; 198¢
Mayfield KY 26€ 2,73(C 644 —  26¢ 3,374  3,64: 66€ 11/19/200: 199¢
Paducati¥) KY 45C 5,35¢ 58¢ —  45C 5,94¢ 6,39¢ 1,13€ 11/19/200: 200C
Somerse KY 20C 4,91¢ 24C — 20C 5,15¢ 5,35¢ 652 11/6/200¢ 200C
Auburn MA 1,51 7,00(C 31C — 1,51C 7,31C 8,82 621  8/8/200¢ 1977
Boston MA  7,60( 18,14( — — 7,60(C 18,14( 25,74( 41€ 1/26/201: 199:
Braintree MA 3,19 16,65 13,75¢ — 3,19¢ 30,411 33,60¢ 9,70:  1/1/200: 197¢
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SENIOR HOUSING PROPERTIES TRUST
SCHEDULE 1lI

REAL ESTATE AND ACCUMULATED DEPRECIATION
December 31, 2011

(Dollars in thousands)

Initial Cost to Company Cost at December 31, 2011
Cost
Capitalized
Buildings, Buildings, Accumulated Date Original
Improvements&Subst([e)quen Improvements & Depreciation Acquired Construction
City State Land Equipment  Acquisition Impairment Land Equipment  Total @ @) ®) Date
Charlton MA $ 137% 3,651% (59)% (2,889 80% 76€$  84€ES (19) 8/8/200¢ 198¢
Fitchburg ~ MA 33C 3,361 32 — 33C 3,39: 3,72% 287  8/8/200¢ 199/
Leominster MA  1,52( 8,70: 465 — 1,52 9,16¢ 10,68¢ 745 8/8/200¢ 196€
Lexington MA  3,60( 15,55¢ 1,914 (7,255 3,60( 10,21+« 13,81« 712 12/22/200: 199¢
Mansfield MA  2,09C 8,21t — — 2,09 8,21t 10,30% 20E 12/22/201 200z
Mansfield MA  1,36( 7,32¢ 108 — 1,36( 7,432 8,79¢ 18€ 12/22/201 198¢
Mansfield MA  1,19C 5,731 — — 1,19 5737 6,921 142 12/22/2011 198¢
Milford MA 51C 3,03¢ 59E — 51C 3,63¢ 4,14« 341  8/8/200¢ 198¢
Millbury MA 16C 767 — — 16C 767 927 66  8/8/200¢ 195C
Spencel MA 27C 2,607 134 — 27C 2,741 3,011 23¢  8/8/200¢ 199z
Westboroug MA 92( 6,95¢€ 128 — 92( 7,082 8,004 595 8/8/200¢ 198¢
Westboroug MA 23C 13E — — 23C 13t 365 13 8/8/200¢ 190C
Winchester
@ MA  3,21¢ 18,98¢ 9,08¢ — 3,21t 28,07: 31,290 6,26: 1/11/200: 1991
Woburn MA  3,80¢ 19,86: 13,51¢ — 3,80¢ 33,37¢ 37,181 10,877  1/1/200: 196¢
Worcester  MA 86¢ 10,91 257 — 86¢ 11,16¢ 12,03 94€  8/8/200¢ 198¢
Worcester  MA 73C 3,63¢ 42 — 73C 3,67¢  4,40¢ 311  8/8/200¢ 198¢€
Worcester  MA 191 2,13: 113 (88¢) 191 1,357 1,54¢ 141  8/8/200¢ 199z
Worcester MA 1,20¢ 6,17¢ 101 — 1,20¢ 6,277 7,471 531 8/8/200¢ 198t
Worcester  MA 77C 10,40¢ 475 — 77C 10,88 11,65:% 932  8/8/200¢ 199
Annapolis MDD  1,29( 12,37¢ 51& — 1,29 12,88¢ 14,17¢ 1,19¢ 3/31/200¢ 2001
Bel Air® D 4,75( 16,50 2 — 4,75 16,50¢ 21,25¢ 1,70z 11/30/200° 198(
Bowie MD 40¢ 3,421 394 — 40¢ 3,81 4,22% 1,01¢ 10/25/200: 200C
Chevy Chas
@ MD 15,17( 92,83( 122 — 15,17( 92,95: 108,12: 102 12/15/201 199(C
Columbia MD  1,39( 10,30: 153 — 1,39 10,45¢ 11,84¢ 992 3/31/200¢ 2001
Easton® MD 383 4,55t 2,95¢ — 38: 7,511 7,89¢ 1,40¢ 10/25/200: 200C
Ellicott City
@ MD  1,40¢ 22,69: 6,11 — 1,40¢ 28,80t 30,21« 5,961  3/1/200¢ 1997
Frederick ~ MD 38t 3,44¢ 42€ — 38t 3,87C  4,25% 1,03% 10/25/200: 199¢
Frederick MD  1,26( 9,46¢ 162 — 1,26( 9,62¢ 10,88¢ 912 3/31/200¢ 199¢
Hagerstowr MD  1,04( 7,471 167 — 1,04 7,63t 8,67¢ 722 3/31/200¢ 199¢
Pikesvile ~ MD  2,00( 4,974 70 — 2,00C 5,04¢ 7,044 382z 12/22/200: 1987
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SENIOR HOUSING PROPERTIES TRUST
SCHEDULE 1lI

REAL ESTATE AND ACCUMULATED DEPRECIATION
December 31, 2011

(Dollars in thousands)

Initial Cost to Company Cost at December 31, 2011

Cost
Capitalized
Buildings, Buildings, Accumulated Date Original

Improvements&Substvca)quen Improvements & Total Depreciation Acquired Construction
State Land Equipment  Acquisition Impairment Land Equipment @ @ ®) Date
MD $ 22¢$ 9,79¢ $ 1,62¢$ —$ 22¢$ 11,427$11,65¢ $ 2,847 10/25/200: 199¢
MD 3,301 29,06t 714 — 3,301 29,77¢ 33,08( 12,997 7/25/199: 1992
MD  1,20C 9,28¢ 5,97¢ — 1,20¢ 15,264 16,46¢ 3,51€ 10/25/200: 199¢
Ml 30C 2,40¢ — — 30C 2,40€ 2,70¢ 607 2/28/200: 199¢
Mi 40C 2,60¢ — — 40C 2,60€ 3,00¢ 662 2/28/200: 199¢
Ml 30C 2,20¢ — — 30C 2,20€ 2,50¢ 55¢ 2/28/200: 199¢
MI 60C 5,212 — —  60C 521z 5,81:Z 1,31¢ 2/28/200: 199¢
Ml 30C 2,50¢ — — 30C 2,50€ 2,80¢ 63E 2/28/200: 199¢
MN 40C 2,50¢ — —  40C 2,50€ 2,90¢ 707 2/28/200: 199¢
MN  2,30C 13,10¢ 40 — 2,30C 13,14% 15,44¢ 32¢€ 12/22/2011 198¢
MN  1,22( 10,20¢ — — 1,22( 10,20¢ 11,42¢ 234 1/25/201: 198¢
MN  2,76( 45,78¢ 26€ — 2,76( 46,057 48,817 4,597 3/1/200¢ 199¢
MN 59C 702 — — 59C 70z 1,29: 4 9/30/201: 1991
MN  1,30C 4,547 — — 1,30¢ 4,547 5,847 66 5/20/201: 198¢
MN 40C 3,60¢ 10C — 40C 3,70¢  4,10¢ 1,031 2/28/200: 199¢
MO 111 1,025 1,315 — 111 2,342 2,45t 94z  6/4/199! 197¢
MS 45C 5,791 27C — 45C 6,061 6,511 812 10/1/200¢ 200(
MS 45C 5,79¢ 28t —  45C 6,08C 6,53( 81€ 10/1/200t 200c
NC 57/ 9,691 66 — 57t 9,762 10,33¢ 144 6/23/201: 199¢
NC 713 4,62¢ 1,731 — 713 6,365 7,07¢ 1,70F 10/25/200: 199¢
NC 80C 6,414 — — 80C 6,41/ 7,21« 1,617 2/28/200: 199¢
NC 82C 7,79C 36 — 82C 7,82€ 8,64¢ 467 11/17/200! 2001
NC 50C 13,96( 36 — 50C 13,99¢ 14,49¢ 82¢€ 11/17/200! 199¢
NC 2,47¢ 11,45 57 — 2,47 11,50¢ 13,98t 17€ 6/20/201: 199¢
NC 59¢& 5,20( 55 — B9t 5,255 5,85( 80 6/20/201: 198¢
NC 655 8,28t 91 —  B5E 8,374 9,02¢ 134 6/23/201: 199¢
NC 59¢E 7,30t 86 — 59t 7,391 7,98¢ 10€ 6/23/201: 199¢
NC 1,24t 20,89¢ — — 1,24f 20,89¢ 22,14: 305 6/20/201: 2001
NC 55C 7,57C 7 — 55C 7,577 8,127 45C 11/17/200! 199¢
NC 63C 15,23( 7 — 63C 15,237 15,861 902 11/17/200! 199¢
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SENIOR HOUSING PROPERTIES TRUST
SCHEDULE 1lI

REAL ESTATE AND ACCUMULATED DEPRECIATION
December 31, 2011

(Dollars in thousands)

Initial Cost to Company Cost at December 31, 2011
Cost
Capitalized
Buildings, Buildings, Accumulated Date Original

Improvements&Subst([e)quen Improvements & Total Depreciation Acquired Construction
City State Land Equipment  Acquisition Impairment Land Equipment @ @ & Date
wilson®  Nc $ 61C$ 14,78'$ —$ —$ 61C$ 14,781$15,397 $ 224 6/20/201: 2004
Ashland NE 28 1,82 1,23 — 28 3,05¢ 3,08¢ 1,03t 7/1/200( 196¢
Blue Hill NE 56 1,064 807 — 56 1,871 1,927 60€  7/1/200( 1967
Central City NE 21 91¢ 65C — 21 1,56¢ 1,59( 58¢  7/1/200( 196¢
Columbus NE 88 561 45€ — 88 1,017 1,10¢ 381  7/1/200( 195¢
Grand Islan. NE 11¢ 1,44¢ 1,40¢ — 11¢ 2,850 2,96¢ 1,081  4/1/199¢ 1962
Gretna NE 237 672 89C — 237 1,56: 1,80( 51¢  7/1/200( 1972
Milford NE 24 88C 648 — 24 1,52¢ 1,552 575 7/1/200( 1967
North Platte NE 37C 8,96¢ 168 — 37C 9,13¢  9,50€ 88t  2/17/200¢ 198¢
Omaha NE 65(C 5,85( 30€ —  65C 6,15€¢ 6,80¢ 1,13C  6/3/200¢ 199z
Omaha NE 4,68( 22,02: — — 4,68( 22,02: 26,70 1,85¢ 8/21/200¢ 2007
Sutherlanc  NE 19 1,251 45¢ — 19 1,71C 1,72¢ 59z 7/1/200( 197C
Utica NE 21 56¢ 432 — 21 1,001 1,027 33€  7/1/200( 196€
Waverly NE 52¢ 68€ 60¢ —  52¢ 1,298 1,82¢ 53€  7/1/200( 198¢
Mancheste NH 1,54( 22,11¢ — — 1,54( 22,11¢ 23,65¢ 507 1/26/201: 197¢
Cherry Hill NJ 1,001 8,17¢ 287 — 1,001 8,46 9,46 1,77% 12/29/200: 199¢
Lakewood

© NJ 4,88t 28,80¢ 2,53¢ — 4,88t 31,337 36,22 8,71¢ 1/11/200: 1987
Mt.

Arlington NJ 1,37¢ 11,23: 617 — 1,37¢ 11,84¢ 13,22¢ 2,46€ 12/29/200: 2001
Teaneck? N3 4,95( 44,55( 173 — 4,95( 44,72 49,67: 52 12/15/201. 198¢
Albuquerqur NM  1,06( 9,87t 8 — 1,06( 9,887 10,94! 1,04( 10/30/200° 197:
Albuquerqut NM 54( 10,10¢ 8 — 54C 10,11¢ 10,65 1,06< 10/30/200° 1977
Albuquerqui NM  1,66( 9,17: 8 — 1,66( 9,181 10,84: 96€ 10/30/200° 198:
Albuquerqut NM  3,48( 25,24¢ 85C — 3,48( 26,09t 29,57¢ 65€ 12/22/201! 197¢
Albuquerqui NM  1,43( 2,60¢ — — 1,43( 2,60¢ 4,03¢ 65 12/22/201 197¢
Albuquerqut NM 95¢ 2,06t — —  95¢ 2,065 3,02« 52 12/22/201 198¢
Albuquerqui NM 36° 26€ 46 — 362 312 675 6 12/22/201! 198¢
Albuquerqui NM  1,47( 1,581 41 — 1,47C 1,62¢ 3,09¢ 40 12/22/2011 198¢
Albuquerqui NM  1,99¢ 1,071 — — 1,99¢ 1,071 3,06¢ 27 12/22/2011 198¢
Albuquerqu

@ NM  3,82¢ 22,57: 4,34: — 3,82¢ 26,91f 30,74 7,04z 1/11/200: 198¢
Reno NV 2,42( 49,58( 122 — 2,42 49,70z 52,12: 56 12/15/201. 198¢
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SENIOR HOUSING PROPERTIES TRUST
SCHEDULE 1lI

REAL ESTATE AND ACCUMULATED DEPRECIATION
December 31, 2011
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Initial Cost to Company Cost at December 31, 2011
Cost
Capitalized
Buildings, Buildings, Accumulated Date Original
Improvements&Substtca)quen Improvements & Total Depreciation Acquired Construction

City State Land Equipment  Acquisition Impairment Land Equipment @ @) ®) Date
Brooklyn  NY $3,87($ 8,54t $ 6% — $3,87($ 8,551%$12,42° $ 721  8/8/200¢ 1971
Dewitt NY 60C 5,00¢ 7 —  60C 5,011 5,611 31 9/30/201: 1991
East

Syracust NY 72C 17,08« 84 — 72C 17,16¢ 17,88t 1,40¢ 9/30/200¢ 2001
East

Syracust

@ NY 42C 18,407 8 — 42C 18,41t 18,83t 1,592  7/9/200¢ 199¢
Mineola NY 4,92( 24,05¢ 242 — 4,92( 24,29¢ 29,21¢ 15C 9/30/201: 1971
White

Plains  NY 4,90( 13,59« — — 4,90C 13,59¢ 18,49: 1,00€ 1/26/200¢ 1952
Columbus

@ OH 3,627 27,77¢ 6,32¢ — 3,62t 34,10 37,72¢ 9,211 1/11/200: 198¢
Grove City OH 33z 3,081 791 — 332 3,87 4,204 1,581 6/4/199: 196¢
Solon OH  45C 2,30t 114 —  45C 2,41¢  2,86¢ 60 12/22/2011 197¢
Solon OH 55C 2,147 — —  55C 2,147 2,69 13 9/30/201: 197¢
Midwest

City OK  41cC 2,97C — — 41c 2,97C 3,38 173 9/1/200¢ 198t
Oklahoma

City OK 43C 2,95¢ — — 43cC 2,95f 3,38t 172 9/1/200¢ 199
Oklahoma

City OK 50C 19,04¢ — — 50C 19,04¢ 19,54¢ 1,111  9/1/200¢ 197¢
Oklahoma

City OK  48C 1,54¢€ — —  48C 1,54¢ 2,02¢ 90  9/1/200¢ 1991
Beaver

Falls PA  1,50( 13,50( 382 — 1,50¢ 13,88: 15,38: 2,44F 10/31/200! 1997
Canonsbur PA 1,51¢ 13,49: 587 — 1,51¢ 14,08( 15,59¢ 10,22¢  3/1/199: 198t
Clarks

Summit PA 1,001 8,23: 29€ — 1,001 8,52¢ 9,53( 1,79% 12/29/200: 2001
Elizabeth  PA 69€ 6,30¢ 34€ —  69€ 6,65( 7,34¢ 1,21< 10/31/200! 198¢
Exton PA 1,001 8,23 1,01 — 1,001 9,247 10,24¢ 1,82¢ 12/29/200: 200c
Fort

Washing PA  3,10( 6,82¢ 18 (4,370) 1,67¢ 3,90¢ 5,57 511 6/25/200¢ 1997
Fort

Washing PA 1,01( 4,837 — — 1,01 4,837 5,841 30 9/30/201: 199¢
Glen Mills  PA 1,001 8,23 441 — 1,001 8,672 9,67¢ 1,85€ 12/29/200: 2001
Greensburi PA 45C 12,47¢ 6 —  45C 12,48: 12,93¢ 28€ 1/26/201: 1997
Horsham PA 1,01( 4,45¢ — — 1,01 4,45¢ 5,46¢ 111 12/22/2011 198:
King of

Prussie PA 1,54( 4,73z — — 1,54C 4,73 6,27 40C  8/8/200¢ 1997
King of

Prussie PA 88( 2,871 — — 88C 2,871 3,751 66 1/26/201: 199¢
Murrysville PA 30C 2,50¢ — — 30C 2,50¢ 2,80¢ 697 2/28/200: 199¢
New

Britain

(Chalfon PA 97¢ 8,052 46¢ —  97¢ 8,52( 9,49¢ 1,81< 12/29/200: 199¢
Penn Hills PA 20C 904 — — 20C 904 1,10¢ 253 2/28/200: 1997
Pittsburgh  PA 644 5,85¢ 497 (5,739) 644 614 1,25¢ 408€ 10/31/200! 1987
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Capitalized
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Improvements&Substv[a)quen Improvements & Total Depreciation Acquired Construction

City State Land Equipment  Acquisition Impairment Land Equipment @ @ & Date
Pittsburgh PA $3,00( $ 11,82¢$ 455 $ — $3,00( $ 12,28:$15,28: $ 1,09¢ 6/11/200¢ 1991
Pittsburgh PA  2,48( 6,39% 39 — 2,48( 6,43¢ 8,91¢ 16C 12/22/2011 199¢
Plymouth

Meeting PA  1,68( 9,181 — — 1,68( 9,187 10,867 57 9/30/201: 199¢
South Part PA 89¢ 8,10z 228 —  89¢ 8,33( 9,22¢ 1,487 10/31/200! 199t
Tiffany

Court

(Kingsto PA — 5,68: 1,411 — — 7,09:  7,09: 1,35( 12/29/200: 1997
Whitehall PA 1,59¢ 14,40: 1,00(¢ — 1,59¢ 15,407 17,00( 2,72( 10/31/200! 1987
Lincoln RI 52(C 10,077 1 — 52 10,07¢ 10,59¢ 89z 6/25/200¢ 1997
Anderson  SC 29t 3,50¢ 211 — 29t 3,720 4,01t 72¢ 11/19/200: 199¢
Beaufort SC 1,20( 10,81( 10€ — 1,20( 10,91¢ 12,11¢ 16€ 6/20/201: 200t
Beaufort® sc 18¢ 2,23¢ 581 — 18¢ 2,81t 3,00: 63€ 11/19/200: 199¢
camderf¥ sc 322 3,691 832 — 32z 4,52¢ 4,851 902 11/19/200: 199¢
Charleston

@ SC 84¢ 14,00( 55 — 84t 14,05¢ 14,90¢ 20€ 6/20/201: 199¢
Columbia SC  30C 1,90¢ — — 30C 1,90t 2,20 481 2/28/200: 199¢
Columbia SC 61C 7,90( 14 —  61C 7,91¢ 8,52¢ 47C 11/17/200! 200z
Columbia SC 39C 4,65¢ 40 — 39 4,69¢ 5,08¢ 11€ 12/22/2011 198¢
Columbia SC 1,58( 4,52( 2 — 1,58( 4,522 6,102 28 9/30/201: 199(
Greenvile SC  70C 7,24( 75 — 70C 7,31t 8,01t 43t 11/17/200! 200z
Greenwoot SC 31C 2,79( 188 —  31C 2,97¢  3,28¢ 55z  6/3/200¢ 199¢
Hartsville

@ SC 401 4,77¢ 544 — 401 5,31¢  5,72( 1,02¢ 11/19/200: 199¢
Lexington

@ sC 36: 4,32: 402 — 362 4,72¢ 5,081 941 11/19/200. 199¢
Little River

@ SC 75C 9,01¢ 30 — 75C 9,04¢ 9,79¢ 13% 6/23/201: 200(
Myrtle

Beach SC 542 3,20z 3,321 —  54: 6,527 7,06¢ 1,43¢ 1/11/200: 198(
Orangebur

@ SC 302 3,607 67¢ — 30¢ 4,28¢ 4,58¢ 841 11/19/200: 199¢
Rock Hill  SC 30C 1,70¢ — — 30C 1,70t  2,00¢% 462z 2/28/200: 199¢
Senecd” sc  39¢ 4,71 46C —  39¢ 5,17¢ 5,57( 98€ 11/19/200: 200(
West

Columbi SC 52C 3,831 — —  52C 3,831 4,351 96 12/22/201! 200(
Huron SD 144 3,10¢ 4 — 144 3,112 3,25¢ 1,60C 6/30/199: 196¢
Huron SD 45 96€ 1 — 45 96¢ 1,01« 49¢  6/30/199: 196¢
Sioux Falls SD 258 3,06z 4 —  25¢ 3,06¢ 3,31¢ 1,57¢ 6/30/199: 196(
Clarksville TN 32C 2,994 531 — 32 3,62F 3,84t 46€ 12/31/200! 1997
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City State Land Equipment  Acquisition Impairment Land Equipment @ @ ®) Date
Cleveland® TN $ 305 $ 3,621 % 537$ —$ 30E$ 4,16¢% 4,46¢$ 812 11/19/200 199¢
Cookevile® TN 322 3,82¢ 44¢ — 32 4277 4,59¢ 80€ 11/19/200. 199¢
Franklin® TN 322 3,83: 357 — 32z 4,19C 4,51z 80€ 11/19/200 1997
Gallatin TN 28C 3,327 244 — 28C 3,571 3,851 69€ 11/19/200 199¢
Goodlettsville TN 30C 3,207 10C — 30C 3,307 3,601 83% 2/28/200: 199¢
Jacksorf#) TN 29t 3,50¢ 30€ — 29t 3,81z 4,107 75E 11/19/200 199¢
Knoxville ® TN 304 3,61¢ 1,25¢ — 304 4,87¢ 5,18( 912 11/19/200 199¢
Maryville TN 40C 3,507 — —  40C 3,507 3,907 88:  2/28/200: 199¢
Nashville TN 75C 6,75( 3,81¢ — 75C 10,56¢ 11,31f 1,557  6/3/200! 197¢
Allen TX 2,59C 17,91: — — 2,59( 17,91 20,50: 1,511 8/21/200¢ 200¢
Austin TX 40C 21,02: 22k — 40C 21,24¢ 21,64¢ 1,865 6/25/200¢ 197¢
Austin TX 1,54C 27,46 21€ — 1,54( 27,68 29,22t 2,24( 10/31/200: 199:
Austin TX 30C 4,551 — — 30C 4,557 4,851 114 12/22/2011 199¢
Austin TX 76C 5,18¢ 3 — 76C 5,18¢ 5,94¢ 11¢€ 1/26/201: 198(
Bellaire TX 1,23¢ 11,01( 162 — 1,23¢ 11,17 12,41( 4,92z 5/16/199 1991
Boerne TX 22C 4,92¢ 87 —  22C 5,01: 5,23 48¢  2/7/200¢ 199(
Conroe TX 62C 14,07« — —  62C 14,07 14,69¢ 407 10/26/201! 200¢
Dallas TX 4,70¢ 27,76¢ 4,641 — 4,70¢ 32,40¢ 37,11¢ 8,85z 1/11/200: 1987
Dallas TX 2,30C 25,20( 72 — 2,30C 25,27; 27,57: 30 12/15/201 198¢
El Pasc TX 2,301 13,56 1,20¢ — 2,301 14,77: 17,07¢ 4,24( 1/11/200: 198¢
Fredericksbur TX 28C 4,86¢€ 93 — 28C 4,95¢ 5,23¢ 48t 2/7/200¢ 199¢
Houston®  TX 5537 32,64 6,21¢ — 553 38,86¢ 44,40 10,80¢ 1/11/200; 198¢
Irving TX 2,83( 15,08: 10 — 2,83( 15,09 17,92: 1,33¢  6/25/200¢ 199t
Kerrville TX 25C 5,30( 18 —  25C 5,31¢ 5,56¢ 314 11/17/200! 2001
Lubbock X 1,11C 9,78¢ 9 — 1,11C 9,79¢ 10,90¢ 386 6/4/201( 200¢
San Antonic  TX 1,20 6,50( 10 — 1,20C 6,51C 7,71( 391 11/17/200! 200:
San Antonic  TX 1,10C 13,90( 51 — 1,10C 13,95 15,05 82€ 11/17/200! 200z
San Antonio
@ TX 4,28: 25,25¢ 4,20¢ — 4,28 29,46¢ 33,74% 8,13¢ 1/11/200: 198¢
Woodlands® Tx 3,69¢ 21,78: 3,68t — 3,694 25,467 29,16: 7,41¢ 1/11/200: 198¢
Arlington VA 1,88t 16,73¢ 27C — 1,88t 17,00« 18,88¢ 7,421 7/25/199: 1992
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City State Land Equipment  Acquisition Impairment Land Equipment @ @ & Date
Charlottesville

@ VA $2,97¢$ 26,42: $ 431% — $2,97¢ $ 26,85:$29,82¢ $ 11,778 6/17/199: 199¢
Charlottsville VA 641 7,63 762 — 641 8,39t 9,03¢ 1,64€ 11/19/200: 1991
Chesapeak VA 16C 1,49¢ 74C — 16C 2,238 2,39¢ 521 5/30/200: 1981
Chesepeak VA 2,37( 23,70t — — 2,37C 23,70% 26,07¢ 35C 6/20/201: 200¢
Fairfax VA 2,50C 7,147 44¢ — 2,50 7,59€¢ 10,09¢ 63¢ 12/22/200: 199(
Fredericksbur

@ VA 287 8,48( 94¢ — 287 9,42¢ 9,71t 2,46( 10/25/200; 199¢
Midlothian® va 1,10¢ 13,12¢ 1,31¢ — 1,10z 14,44+ 15,547 2,752 11/19/200- 199¢
Newport New

@ VA 581 6,921 38t — 581 7,30¢ 7,881 1,42¢ 11/19/200: 199¢
Norfolk VA 1,53 9,531 14€ — 1,53( 9,677 11,207 78€ 12/22/200: 199¢
Norfolk VA 1,78( 8,35¢ 63€ — 1,78 8,99z 10,77: 592 5/20/200¢ 1981
Norfolk VA 1,92( 16,53¢ — — 1,92( 16,53¢ 18,45¢ 251 6/20/201: 200t
Poquosor VA 22C 2,041 65€ — 22C 2,697 2,91% 621 5/30/200: 1987
Richmond VA 134 3,191 524 — 134 3,71f  3,84¢ 1,01 10/25/200: 199¢
Richmond VA 732 8,711 68€ — 732 9,402 10,13t 1,79C 11/19/200: 199¢
Richmond VA 604 5,43 — — 604 5,43z 6,03¢ 7 11/22/201. 200t
Richmond® va 326 3,16¢ — — 32 3,166 3,49: 30 11/22/201 200t
Virginia

Beach VA 8923 7,92¢ 12¢ — 892 8,058 8,94¢ 3,54¢ 5/16/199: 199(
Williamsburg VA 27C 2,46¢ 94C — 27C 3,40¢  3,67¢ 73€ 5/30/200: 1981
Seattle WA  25€ 4,86¢ 67 —  25€ 4,93¢ 5,192 2,517 11/1/199: 196¢
Brookfield Wi 832 3,84¢ 3,562z — 832 7,371 8,20 2,85€ 12/28/199! 196¢
Clintonville wi 30 1,62¢ 36C — 30 1,98t 2,01¢ 1,07¢ 12/28/199 196¢
Clintonville Wi 14 1,69¢ 644 — 14 2,33¢  2,35: 1,175 12/28/199 196(
Glendale WI  1,50C 33,741 — — 1,50 33,747 35,243 1,89¢ 9/30/200¢ 1962
Glendale Wi 25C 3,791 — —  25C 3,797 4,047 214 9/30/200¢ 196¢
Grafton wi 50C 10,05¢ — — 50C 10,05¢ 10,55¢ 56€ 9/30/200¢ 200¢
Kenoshe Wi 75C 7,66¢ 47 —  75C 7,71¢  8,46¢ 765 1/1/200¢ 200(
Madison wi 144 1,63:¢ 1,66z (751) 144 2,54¢  2,68¢ 1,251 12/28/199 192(
Madison wi 70C 7,461 33 — 70C 7,494 8,19/ 74z 1/1/200¢ 200(¢
Mequon® wi 80C 8,38¢ 39t — 80C 8,78: 9,58 862  1/1/200¢ 199¢
Oak Creel wi 65C 18,39¢ 217 —  65C 18,61: 19,26: 1,851  1/1/200¢ 2001
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SENIOR HOUSING PROPERTIES TRUST
SCHEDULE 1lI

REAL ESTATE AND ACCUMULATED DEPRECIATION
December 31, 2011

(Dollars in thousands)

Initial Cost to Company Cost at December 31, 2011
Cost
Capitalized
Buildings, Buildings, Accumulated Date Original
Improvements & Subsequen Improvements & Depreciation Acquired Construction
to

City State Land Equipment  Acquisition Impairment Land Equipment Total ) @) ®) Date
Pewauket WI $ 984% 2,432 % 1,141% —$ 984% 357 4551% 1,65¢ 9/10/199¢ 1962
Pewauket WI 3,90( 41,14( — —  3,90C 41,14( 45,04( 2,314 9/30/200¢ 199¢
Racine wi 1,15(C 22,43¢ — — 1,15(C 22,43¢ 23,58¢ 1,262 9/30/200¢ 198¢
Sheboygar WI 30C 97t — — 30C 97t 1,27¢ 55 9/30/200¢ 1987
Sheboygar WI 1,40(C 35,16¢ — — 1,40(C 35,16¢ 36,56¢ 1,97¢ 9/30/200¢ 198¢
Sheboygar WI 12¢C 4,01¢ — — 12¢C 4,01¢ 4,13¢ 22€ 9/30/200¢ 1987
Waukeshe WI 68 3,45z 2,927 — 68 6,374 6,447 3,10C 12/28/199! 195¢
Wauwatos WI 2,30( 6,24¢ — —  2,30C 6,24t 8,54¢ 351 9/30/200¢ 196¢
West Allis WI 1,60( 20,377 487 — 1,60( 20,86¢ 22,46« 2,07¢  1/1/200¢ 2001
Laramie WY 191 3,632 78€ — 191 4,41¢ 4,60¢ 2,19¢ 12/30/199: 196¢
Worland WY 132 2,507 1,00¢ — 132 3,51¢ 3,64¢ 1,711 12/30/199: 197C
Total $566,11: $ 3,823,83.$ 360,39:$ (28,749$564,62( $ 4,156,96:$4,721,59. $  630,26:
1) Aggregate cost for federal income tax purposegpsaximately $4.7 billion.
) We depreciate buildings and improvements over pgerianging up to 40 years and equipment over peraaging up to 12 years.
3) For assets transferred to us upon our spin off f@BammonWealth REIT, or CWH, indicates the datesiaed by CWH, our predecessor.
(4) These properties are collateral for our $832.7iomlbf mortgage notes.
(5) These properties are subject to our $14.2 millibcapital leases.
(6) This property is collateral for our $14.7 milliohmortgage bonds.
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SENIOR HOUSING PROPERTIES TRUST

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

SCHEDULE 1lI
REAL ESTATE AND ACCUMULATED DEPRECIATION

December 31, 2011
(Dollars in thousands)

Real Estate

and Equipment

Accumulated
Depreciation

$ 2807,25 $ 381,33
533,12« 74,71
(6,867 (1,739
(15,53() —

3,317,98. 454,31
452,38 85,78¢
(2,687) (1,239
(5,965) —

3,761,71 538,87.
989,63 101,27:
(27,540) (9,655)
(2,219) (22¢)

$ 472159 $ 630,26
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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 17, 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 Februaty2012
David J. Hegart

/sl RICHARD A. DOYLE Treasurer and Chief Financial Officer
(principal financial officer and February 17, 2012
Richard A. Doyle principal accounting officer

/s/ JOHN L. HARRINGTON

Independent Trustee February 17, 2012
John L. Harringtor
/sl ADAM D. PORTNOY
Managing Trustee February 17, 2012
Adam D. Portnoy
/sl BARRY M. PORTNOY
Managing Trustee February 17, 2012
Barry M. Portnoy
/sl JEFFREY P. SOMERS
Independent Trustee February 17, 2012
Jeffrey P. Somet
/sl FREDERICK N. ZEYTOONJIAN
Independent Trustee February 17, 2012

Frederick N. Zeytoonjia
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SENIOR HOUSING PROPERTIES TRUST

AMENDED AND RESTATED BYLAWS

ARTICLE |

OFFICES

Section 1.1. Principal Office. The principal office of the Trust shall be laggitat such place or places as the Board of Trustee
may designate.

Section 1.2. Additional Offices. The Trust may have additional offices at suates$ as the Board of Trustees may from time
to time determine or the business of the Trust reguire.

ARTICLE Il
MEETINGS OF SHAREHOLDERS

Section 2.1. Place. All meetings of shareholders shall be held atghincipal office of the Trust or at such otheaqd as is
designated by the Trustees or the chairman of dledbor president.

Section 2.2. Annual Meeting An annual meeting of the shareholders for tieet&n of Trustees and the transaction of any
business within the powers of the Trust shall Hd hesuch times as the Trustees may designatituré-to hold an annual meeting does not
invalidate the Trust's existence or affect any othee valid acts of the Trust.

Section 2.3 Special Meeting. Special meetings of shareholders may be caligdly a majority of the Trustees then




office. If there shall be no Trustees, the officef the Trust shall promptly call a special megwfi the shareholders entitled to vote
for the election of successor Trustees for the gaef electing Trustees.

Section 2.4. Notice of Regular or Special MeetingdN'ritten notice specifying the place, day andrhafuany regular or special
meeting, the purposes of the meeting, to the exesntired by law to be provided, and all other eratrequired by law shall be given to each
shareholder of record entitled to vote, either peadly or by sending a copy thereof by mail, postpgepaid, to his or her address appearing
on the books of the Trust or theretofore given ioy ar her to the Trust for the purpose of noticeifono address appears or has been given,
addressed to the place where the principal offfdbe Trust is situated, or by electronic transimissincluding facsimile transmission, to any
address or number of such shareholder at whichitheeholder receives electronic transmissionmalfed, such notice shall be deemed to be
given once deposited in the U.S. mail addresséldetshareholder at his or her post office




address as it appears on the records of the Tithtpostage thereon prepaid. It shall be the dfithe secretary to give notice of each
meeting of the shareholders.

Section 2.5. Notice of Adjourned Meetings It shall not be necessary to give notice oftiime and place of any adjourned
meeting or of the business to be transacted thetkeat than by announcement at the meeting at which adjournment is taken.

Section 2.6. Scope of Meetings Except as otherwise expressly set forth elsesvimethese Bylaws, no business shall be
transacted at an annual or special meeting of Bblters except as specifically designated in thecamr otherwise properly brought before
the shareholders by or at the direction of the BadiTrustees.

Section 2.7. Organization of Shareholder Meeting&very meeting of shareholders shall be condueyean individual
appointed by the Board of Trustees to be chairpeo§dhe meeting or, in the absence of such app@int or the absence of the appointed
individual, by the chairman of the board or, in tase of a vacancy in the office or absence ottiagrman of the board, by one of the
following officers present at the meeting in thédwing order: the vice chairman of the board héte be one, the president, the vice
presidents in their order of seniority or, in thsence of such officers, a chairperson chosenédghiareholders by the vote of holders of
shares of beneficial interest representing a ntgjofithe votes cast on such appointment by shdder®present in person or represented by
proxy. The secretary, an assistant secretaryperson appointed by the Trustees or, in the abs#frsgch appointment, a person appointed
by the chairperson of the meeting shall act ases@gr of the meeting and record the minutes ofitketing. If the secretary presides as
chairperson at a meeting of the shareholders,ttieesecretary shall not also act as secretaryeofitbeting and record the minutes of the
meeting. The order of business and all other msatteprocedure at any meeting of shareholdersd Bealetermined by the chairperson of the
meeting. The chairperson of the meeting may pitessuch rules, regulations and procedures andstadie action as, in the discretion of s
chairperson, are appropriate for the proper condiitte meeting, including, without limitation: (egstricting admission to the time set for
commencement of the meeting; (b) limiting attendaaicthe meeting to shareholders of record of tiistTtheir duly authorized proxies or
other such persons as the chairperson of the ngemiity determine; (c) limiting participation at tmeeting on any matter to shareholders of
record of the Trust entitled to vote on such mattezir duly authorized proxies or other such pessas the chairperson of the meeting may
determine; (d) limiting the time allotted to quests or comments by participants; (e) maintainirdeoand security at the meeting;

(f) removing any shareholder or other person wifioses to comply with meeting procedures, rulesundgines as set forth by the
chairperson of the meeting; (g) concluding a meetinrecessing or adjourning the meeting to a d&e and time and at a place announc
the meeting; and (h) complying with any state a@l laws and regulations concerning safety andriggc Without limiting the generality ¢
the powers of the chairperson of the meeting puntsizethe foregoing provisions, the chairperson mdjpurn any meeting of shareholders
any reason deemed necessary by the chairpersdaudimg, without limitation, if (i) no quorum is psent for the transaction of the business,
(i) the Board of Trustees or the chairperson efrtieeting determines that adjournment is necessappropriate to enable the shareholders
to consider fully information that the Board of $tees or the chairperson of the meeting deterntiassiot been made sufficiently or timely
available to shareholders or (iii) the Board of §ieges or the chairperson of
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the meeting determines that adjournment is othermishe best interests of the Trust. Unless atiserdetermined by the chairperson of the
meeting, meetings of shareholders shall not beiredjto be held in accordance with the generakrofeparliamentary procedure or any
otherwise established rules of order.

Section 2.8. Quorum. At any meeting of shareholders, the presengeison or by proxy of shareholders entitled to aast
majority of all the votes entitled to be cast attsmeeting shall constitute a quorum; but thisieacthall not affect any requirement under
statute or the Declaration of Trust for the voteassary for the adoption of any measure. If, h@nesuch quorum shall not be present at any
meeting of the shareholders, the chairperson ofrtbeting shall have the power to adjourn the mgdtiom time to time without the Trust
having to set a new record date or provide anytaadil notice of such meeting, subject to any dadilion of the Trust to give notice pursuant
to Section 2.5. At such adjourned meeting at whicjuorum shall be present, any business may bsatted which might have been
transacted at the meeting as originally notifithe shareholders present, either in person or dyypat a meeting of shareholders which has
been duly called and convened and at which a quevamestablished may continue to transact busingdsadjournment, notwithstanding
the withdrawal of enough votes to leave less thgnaum then being present at the meeting.

Section 2.9. Voting .

€)) With regard to election of a Trustee, and excephag be mandated by applicable law or the listeguirements of the
principal exchange on which the Trust's common ebaire listed: (i) a majority of all the votes catsh meeting of shareholders duly called
and at which a quorum is present shall be suffidierelect a Trustee in an uncontested electiod;(&na plurality of all the shares entitled to
vote at a meeting of shareholders duly called amehich a quorum is present shall be sufficierglect a Trustee in a contested election
(which, for purposes of these Bylaws, is an electibwhich the number of nominees exceeds the nuafb&ustees to be elected at the
meeting). Each share may be voted for as manyidufils as there are Trustees to be elected anglHfose election the share is entitled to be
voted.

(b) With regard to any other matter which may propedyne before a meeting of shareholders duly caleldad which a
qguorum is present, and except as may be mandatagpbgable law, by the listing requirements of gincipal exchange on which the
Trust's common shares are listed or by a specifiwipion of the Declaration of Trust, (i) if suchatter is approved by at least 75% of the
Trustees then in office, including 75% of the Indegent Trustees then in office, a majority of la#l votes cast at the meeting shall be
required to approve such matter; and (ii) if sudtter is not approved by at least 75% of the Tassthen in office, including 75% of the
Independent Trustees then in office, 75% of allghares entitled to vote at the meeting shall haired to approve such matter.

Section 2.10. Proxies. A shareholder may cast the votes entitled todst by him or her either in person or by proxyoexed
by the shareholder or by his or her duly authorizgent in any manner permitted by law. Such pshall be filed with such officer of the
Trust or third party agent as the Board of Trustdesl have designated for such purpose for vetibo at or
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prior to such meeting. Any proxy relating to theidt's shares of beneficial interest shall be vatitil the expiration date therein or, if no
expiration is so indicated, for such period asemptted pursuant to Maryland law. At a meetinglodreholders, all questions concerning the
qualification of voters, the validity of proxiemy@the acceptance or rejection of votes, shallemédéd by or on behalf of the chairperson of
the meeting, subject to Section 2.13.

Section 2.11. Record Date The Board of Trustees may fix the date for deieation of shareholders entitled to notice of &m
vote at a meeting of shareholders. If no dateedffor the determination of the shareholderstketito vote at any meeting of shareholders,
only persons in whose names shares entitled toareteecorded on the share records of the Trdkeaipening of business on the day of any
meeting of shareholders shall be entitled to vosgiah meeting.

Section 2.12. Voting of Shares by Certain HoldersShares of the Trust registered in the nameaafrporation, partnership, trt
or other entity, if entitled to be voted, may beedbby the president or a vice president, a gempandher or trustee thereof, as the case may be
or a proxy appointed by any of the foregoing indials, unless some other person who has been &ggoinvote such shares pursuant to a
bylaw or a resolution of the governing body of saohporation or other entity or pursuant to an agrent of the partners of the partnership
presents a certified copy of such bylaw, resolutipagreement, in which case such person may vete shares. Any trustee or other
fiduciary may vote shares registered in his orrtaane as such fiduciary, either in person or by yrox

Section 2.13. Inspectors

€)) Before or at any meeting of shareholders, the phason of the meeting may appoint one or more psras inspectors for
such meeting. Such inspectors shall (i) asceanathreport the number of shares of beneficial @serepresented at the meeting, in person or
by proxy and the validity and effect of proxies) (eceive and tabulate all votes, ballots or cotsg(iii) report such tabulation to the
chairperson of the meeting and (iv) perform sudteotcts as are proper to conduct the electiomtimgy at the meeting.

(b) Each report of an inspector shall be in writing aighed by him or her or by a majority of themhiéte is more than one
inspector acting at such meeting. If there is niba®m one inspector, the report of a majority shalthe report of the inspectors. The repo
the inspector or inspectors on the number of shamesented at the meeting and the results ofdtieg shall be priméacie evidence
thereof.

Section 2.14. Nominations and Other Proposals to be Considerdtbatings of ShareholdersNominations of individuals for
election to the Board of Trustees and the proposather business to be considered by the sharetwit meetings of shareholders may be
properly brought before the meeting only as sehfir this Section 2.14. All judgments and deterations made by the Board of Trustees or
the chairperson of the meeting, as applicable, utdie Section 2.14 (including, without limitatiojudgments and determinations as to the
propriety of a proposed nomination or a proposaitbér business for consideration by
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shareholders) shall be final and binding unlessrdehed by a court of competent jurisdiction to é&een made in bad faith.

Section 2.14.1. Annual Meetings of Shareholders

€)) A shareholder of the Trust may recommend to the iNatimg and Governance Committee of the Board aktes an
individual as a nominee for election to the Board mstees. Such recommendation shall be maderitew notice to the Chair of such
committee and the Secretary of the Trust, whicliceathould contain or be accompanied by the inftionand documents with respect to
such recommended nominee and shareholder thashachholder believes to be relevant or helpfuhéoNominating and Governance
Committee’s deliberations. In considering suclonamendation, the Nominating and Governance Comenittay request additional
information concerning the recommended nomine@®ishareholder making the recommendation. The Natmig and Governance
Committee of the Board of Trustees will considey anch recommendation in its discretion. A shalddroseeking to make a nomination of
an individual for election to the Board of Trusteegst make such nomination in accordance with S8e&il4.1(b)(ii).

(b) Nominations of individuals for election to the Bdaf Trustees at an annual meeting of sharehoidaysbe properly
brought before the meeting (i) pursuant to the flsuwtice of meeting by or at the direction of Beard of Trustees or (ii) by any one or
more shareholders of the Trust who (A) (1) at taeaf the giving of the notice provided for ingl8ection 2.14.1, individually or in the
aggregate, hold at least 3% of the Trust’s shafrbsmeficial interest entitled to vote at the megtbn such election and have held such share:
continuously for at least three years, and (2)ioaously hold such shares through and includingithe of the annual meeting (including ¢
adjournment or postponement thereof), (B) are easlareholder of record of the Trust at the timgiwihg the notice provided for in this
Section 2.14.1 through and including the time efaémnual meeting (including any adjournment or pars¢ment thereof), (C) are each
entitled to make nominations and to vote at theting®n such election and (D) comply with the netirocedures set forth in this
Section 2.14.1 as to such nomination. Section.2(tXii) shall be the exclusive means for any shatder to make nominations of
individuals for election to the Board of Trustees.

(c) The proposal of business to be considered by theekblders at an annual meeting of shareholddrer ttan the
nomination of individuals for election to the BoafiTrustees, may be properly brought before thetme (i) pursuant to the Trusthotice o
meeting by or at the direction of the Board of Tees or (ii) by any shareholder of the Trust whl§as continuously held at least $2,000 in
market value, or 1%, of the Trust's shares entittedote at the meeting on the proposal for sudinass for at least one year from the date
such shareholder gives the notice provided fohim $ection 2.14.1, and continuously holds sucheshtarough and including the time of the
annual meeting (including any adjournment or pasgpoent thereof), (B) is a shareholder of recotti@time of giving the notice provided
for in this Section 2.14.1 through and including thme of the annual meeting (including any adjowent or postponement
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thereof), (C) is entitled to propose such busiraeskto vote at the meeting on the proposal for swsiness and (D) complies with the notice
procedures set forth in this Section 2.14.1 asith usiness. Section 2.14.1(c)(ii) shall be tt@usive means for a shareholder to propose
business before an annual meeting of shareholeberspt (x) to the extent of matters which are neflito be presented to shareholders by
applicable law which have been properly presemeatcordance with the requirements of such law(gnhdominations of individuals for
election to the Board of Trustees shall be madeaordance with Section 2.14.1(b). For purposetetdrmining compliance with the
requirement in subclause (A) of Section 2.14.1lijcktie market value of the Trust’s shares heldHgyapplicable shareholder shall be
determined by multiplying the number of shares ssli@reholder continuously held for that one-yeaiopeby the highest selling price of the
Trust shares as reported on the principal exchangehich the Trust's common shares are listed duttie 60 calendar days before the date
such notice was submitted.

(d) For nominations for election to the Board of Traster other business to be properly brought beforannual meeting by
one or more shareholders pursuant to Section 2.4dch shareholder(s) shall have given timely edtiereof in writing to the secretary of
Trust in accordance with this Section 2.14 and satbbr business shall otherwise be a proper miattexction by shareholders. To be timely,
the notice of such shareholder(s) shall set fditimfmrmation required under this Section 2.14 ahdll be delivered to the secretary at the
principal executive offices of the Trust not latiean 5:00 p.m. (Eastern Time) on the 120th dayeawoiier than the 150th day prior to the first
anniversary of the date of the proxy statementHerpreceding year’s annual meeting ; provided,ewvaw, that in the event that the annual
meeting is called for a date that is more than&g@scdbarlier or later than the first anniversaryhef date of the preceding year’'s annual
meeting, notice by such shareholder(s) to be tirakfl be so delivered not later than 5:00 p.ms{&a Time) on the 10th day following the
earlier of the day on which (i) notice of the dafehe annual meeting is mailed or otherwise maaélable or (ii) public announcement of t
date of the annual meeting is first made by thestTriNeither the postponement or adjournment afrarual meeting, nor the public
announcement of such postponement or adjournnteait,commence a new time period for the giving obéice of one or more shareholders
as described above. No shareholder may give eentitithe secretary described in this Section 2(@i#unless such shareholder holds a
certificate for all shares of beneficial interestie Trust owned by such shareholder during mies described in Section 2.14.1(b), in the
of a nomination of one or more individuals for ¢iec to the Board of Trustees, or Section 2.14,lfc)he case of the proposal of other
business, and a copy of each such certificatelheklich shareholder at the time of giving suchceashall accompany such shareholder’s
notice to the secretary in order for such noticbaeffective.

A notice of one or more shareholders pursuantigoShction 2.14.1 shall set forth:
(A) separately as to each individual whom such shadeh@) propose to nominate for election or reebectis a

Trustee (a “Proposed Nominee”) and any ProposedihmarAssociated Person (as defined in Section gy,
(1) the




name, age, business address and residence adilsest &roposed Nominee and the name and addresisiof
Proposed Nominee Associated Person, (2) a stateshertether such Proposed Nominee is proposed for
nomination as an Independent Trustee (as defin€gdation 3.2) or a Managing Trustee (as definekiction 3.2)
and a description of such Proposed Nominee’s qeatibns to be an Independent Trustee or Managingtée, as
the case may be, and such Proposed Nominee’'sigatdifis to be a Trustee pursuant to the critezidcsth in
Section 3.1, (3) the class, series and numberyshares of beneficial interest of the Trust thiat directly or
indirectly, beneficially owned or owned of recorgl duich Proposed Nominee or by such Proposed Nominee
Associated Person, (4) the date such shares wgvired and the investment intent of such acquisit{f) a
description of all purchases and sales of secsiritig¢he Trust by such Proposed Nominee or by fuoposed
Nominee Associated Person during the previous 3imperiod, including the date of the transactidhs,class,
series and number of securities involved in thedaations and the consideration involved, (6) ariigson of all
Derivative Transactions (as defined in Section Z()) by such Proposed Nominee or by such PropNsatinee
Associated Person during the previous 36 monttogeincluding the date of the transactions andcthss, series
and number of securities involved in, and the nia@teconomic terms of, the transactions, such desan to
include, without limitation, all information thatish Proposed Nominee or Proposed Nominee Assodaesbn
would be required to report on an Insider Repatdefined in Section 2.14.1(q)) if such Proposeciee or
Proposed Nominee Associated Person were a Trustkee ®rust or the beneficial owner of more thafaléf the
shares of the Trust at the time of the transacti@f)sany performance related fees (other tharsaatdased fee) to
which such Proposed Nominee or such Proposed Neminsociated Person is entitled based on any iserea
decrease in the value of any shares of benefitiatést of the Trust or instrument or arrangemétti®type
contemplated within the definition of Derivativeahsaction, if any, including, without limitatiomysuch interes
held by members of such Proposed Nominee’s or Bughosed Nominee Associated Person’s immediatdyfami
sharing the same household with such Proposed Nentinsuch Proposed Nominee Associated Person, (8)
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any proportionate interest in shares of the Trugtstrument or arrangement of the type contemglati¢hin the
definition of Derivative Transaction held, directly indirectly, by a general or limited partnershipvhich such
Proposed Nominee or such Proposed Nominee Assddvaeson is a general partner or, directly or axtly,
beneficially owns an interest in a general part(@ra description of all direct and indirect compation and other
material monetary agreements, arrangements andstaddings during the past three years, and argr athterial
relationships, between or among any shareholdemgake nomination, any Proposed Nominee Associated
Person, or any of their respective affiliates asgbaiates, or others acting in concert therewittthe one hand, ai
each Proposed Nominee, or his or her respectii@ats$ and associates, or others acting in cortberewith, on
the other hand, including, without limitation, adformation that would be required to be disclopadsuant to Iltem
404 of Regulation S-K promulgated by the U.S. Siiesrand Exchange Commission (the “S.E.C.") (amg a
successor regulation), if any shareholder makiegitbmination and any Proposed Nominee AssociatesbRPen
whose behalf the nomination is made, or any aféliar associate thereof or person acting in cortherewith, wer
the “registrant” for purposes of such rule andPineposed Nominee were a director or executive @ffat such
registrant, (10) any rights to dividends on thersha@f beneficial interest of the Trust owned baiegfy by such
Proposed Nominee or such Proposed Nominee Assddrateson that are separated or separable from the
underlying shares of the Trust, (11) to the exkertwn by such Proposed Nominee or such Proposedridem
Associated Person, the name and address of anypetson who owns, of record or beneficially, ahgres of
beneficial interest of the Trust and who suppdréesRroposed Nominee for election or reelection Bsuatee and
(12) all other information relating to such Propb&minee or such Proposed Nominee Associated iRPénadis
required to be disclosed in solicitations of prexier election of Trustees in an election contesef if an election
contest is not involved), or is otherwise requiredgach case, pursuant to Section 14 (or any ssoc@rovision) ¢
the Securities Exchange Act of 1934, as amended'Bkchange Act”), and the rules and regulatiorsmrigated
thereunder;




(B)

(©)

(D)

as to any other business that the shareholder pespto bring before the meeting, (1) a descriptfossuch
business, (2) the reasons for proposing such basmiethe meeting and any material interest in busimess of
such shareholder or any Shareholder Associate@d® éas defined in Section 2.14.1(g)), including anticipated
benefit to such shareholder or any Shareholder datsal Person therefrom, (3) a description of gdeaments,
arrangements and understandings between such sltiend Shareholder Associated Person amongastiee:
or with any other person or persons (includingrthaimes) in connection with the proposal of suc$iress by suc
shareholder and (4) a representation that suclelsblaier intends to appear in person or by proxji@meeting to
bring the business before the meeting;

separately as to each shareholder giving the natideany Shareholder Associated Person, (1) tiss,daries and
number of all shares of the Trust that are ownegaodrd by such shareholder or by such Sharehdiskociated
Person, if any, (2) the class, series and numbemaf the nominee holder for, any shares of beiaéfiterests of
the Trust that are owned, directly or indirectlgnkficially but not of record by such shareholdebysuch
Shareholder Associated Person, if any, (3) withbeesto the shares referenced in the foregoingsel(dl) and (2),
the date such shares were acquired and the invessinbent of such acquisition and (4) all infornaattirelating to
such shareholder and Shareholder Associated P#rabis required to be disclosed in connection it
solicitation of proxies for election of Trusteesain election contest (even if an election contesabt involved), or |
otherwise required, in each case, pursuant to@et# (or any successor provision) of the Exchakgeand the
rules and regulations promulgated thereunder;

separately as to each shareholder giving the natideany Shareholder Associated Person, (1) the aauch
address of such shareholder, as they appear arrdkes share ledger and the current name and ssldfe
different, of such shareholder and Shareholder éiated Person and (2) the investment strategy jectie, if
any, of such shareholder or Shareholder AssocRg¢gsion and a copy of the prospectus, offering mantwm or
similar document, if any, provided to investorgotential
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(E)

(F)

investors in such shareholder or Shareholder AasetiPerson;

separately as to each shareholder giving the natideany Shareholder Associated Person, (1) aigésarof all
purchases and sales of securities of the Trustibly shareholder or Shareholder Associated Persamgdie
previous 36 month period, including the date oftthesactions, the class, series and number ofiesunvolved
in the transactions and the consideration involy2da description of all Derivative Transactionysduch
shareholder or Shareholder Associated Person dtiéngrevious 36 month period, including the ddtdhe
transactions and the class, series and numbecofiges involved in, and the material economiertgrof, the
transactions, such description to include, witHoaitation, all information that such shareholderShareholder
Associated Person would be required to report omsider Report if such shareholder or Sharehofdsiociated
Person were a Trustee of the Trust or the benkéeraer of more than 10% of the shares of the Tatighe time of
the transactions, (3) any performance related (f@ber than an asset based fee) to which suchtsiides or
Shareholder Associated Person is entitled baseshpincrease or decrease in the value of sharée dfrust or
instrument or arrangement of the type contemplaiéiin the definition of Derivative Transaction,ahy, as of the
date of such notice, including, without limitatiaany such interests held by members of such shialet®or
Shareholder Associated Person ‘s immediate farhdyisg the same household with such shareholder or
Shareholder Associated Person, (4) any proporgéoinétrest in shares of the Trust or instrumerroangement of
the type contemplated within the definition of Dreative Transaction held, directly or indirectly, &ygeneral or
limited partnership in which such shareholder car8holder Associated Person is a general partnélirectly or
indirectly, beneficially owns an interest in a geigartner and (5) any rights to dividends onghares of the Tru
owned beneficially by such shareholder or Sharedroddsociated Person that are separated or sepdraivl the
underlying shares of the Trust;

to the extent known by the shareholder giving tbiice, the name and address of any other persorowhs,
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(e)

(f)

(9)

(G)

beneficially or of record, any shares of benefigidrest of the Trust and who supports the nomfoeelection or
reelection as a Trustee or the proposal of othsinkss; and

if more than one class or series of beneficialr@gkin the Trust is outstanding, the class anésef shares of
beneficial interest of the Trust entitled to vode $uch Proposed Nominee and/or shareholder’s pebpas
applicable.

A notice of one or more shareholders making a nation pursuant to Section 2.14.1(b)(ii) shall becaspanied by:

(A)

(B)

a signed and notarized statement of each sharetwideg the notice certifying that (1) all infori@n contained
in the notice is true and complete in all respg@pthe notice complies with this Section 2.14dd (3) such
shareholder will continue to hold all shares refessl in Section 2.14.1(b)(ii)(A) through and indhuglthe time of
the annual meeting (including any adjournment atpanement thereof); and

a signed and notarized certificate of each Propb&edinee (1) certifying that the information comtad in the
notice regarding such Proposed Nominee and anyoBedgpNominee Associated Person is true and comghete
complies with this Section 2.14.1 and (2) consentinbeing named in the shareholder’s proxy stattae a
nominee and to serving as a Trustee if elected.

Notwithstanding anything in the second sentenc®eaftion 2.14.1(d) to the contrary, in the event tha number of

Trustees to be elected to the Board of Trusteieeisased and there is no public announcementabf action at least 130 days prior to the
first anniversary of the date of the proxy statenfenthe preceding year's annual meeting, a stadeln’s notice required by this

Section 2.14.1 also shall be considered timely ol with respect to nominees for any new posgioreated by such increase, if the notic
delivered to the secretary at the principal exeeuwbiffices of the Trust not later than 5:00 p.magtern Time) on the 10th day immediately
following the day on which such public announcemisiirst made by the Trust.

For purposes of this Section 2.14, (i) “Shareholesociated Person” of any shareholder shall maxarfy person acting

in concert with, such shareholder, (B) any diredndirect beneficial owner of shares of benefigdérest of the Trust owned
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of record or beneficially by such shareholder a@@pdny person controlling, controlled by or undemenon control with such shareholder
Shareholder Associated Person; (ii) “Proposed Nemifsssociated Person” of any Proposed Nominee stggh (A) any person acting in
concert with such Proposed Nominee, (B) any divedhdirect beneficial owner of shares of benefigiterest of the Trust owned of record
beneficially by such Proposed Nominee and (C) argqn controlling, controlled by or under commonteol with such Proposed Nominee
or a Proposed Nominee Associated Person; (iii) ii2¢ive Transaction” by a person shall mean anyt(Ajsaction in, or arrangement,
agreement or understanding with respect to, angmpivarrant, convertible security, stock appraciatight or similar right with an exercise,
conversion or exchange privilege, or settlementigayt or mechanism related to, any security of thes{l or similar instrument with a value
derived in whole or in part from the value of awg#ty of the Trust, in any such case whether orinistsubject to settlement in a security of
the Trust or otherwise or (B) any transaction, mgeanent, agreement or understanding which incledédcludes an opportunity for such
person, directly or indirectly, to profit or shaneany profit derived from any increase or decreagbe value of any security of the Trust, to
mitigate any loss or manage any risk associated aviy increase or decrease in the value of anyiggofithe Trust or to increase or decre
the number of securities of the Trust which suats@e was, is or will be entitled to vote, in anglsicase whether or not it is subject to
settlement in a security of the Trust or otherwés®d (iv) “Insider Reportshall mean a statement required to be filed putsiwaBection 16 ¢
the Exchange Act (or any successor provisions) ppgraon who is a Trustee of the Trust or who isdlly or indirectly the beneficial owner
of more than 10% of the shares of the Trust.

Section 2.14.2. Shareholder Nominations or Other Proposals CauSowgnant Breaches or Default#t the
same time as the submission of any shareholdernmadiomn or proposal of other business to be consdlat a shareholders meeting that, if
approved and implemented by the Trust, would ctus&rust or any subsidiary (as defined in Secfid®.5(c)) of the Trust to be in breach
of any covenant of the Trust or any subsidiaryhef Trust or otherwise cause a default (in any cailk,or without notice or lapse of time) in
any existing debt instrument or agreement of thesfTor any subsidiary of the Trust or other matexatract or agreement of the Trust or
subsidiary of the Trust, the proponent sharehaddehareholders shall submit to the secretaryeaptincipal executive offices of the Trust
(a) evidence satisfactory to the Board of Trustddhe lender’s or contracting pargyWwillingness to waive the breach of covenant daulé or
(b) a detailed plan for repayment of the indebtsdre the lender or curing the contractual breaatetault and satisfying any resulting
damage claim, specifically identifying the actiagase taken or the source of funds, which plan rhastatisfactory to the Board of Trustee
its discretion, and evidence of the availabilitytie Trust of substitute credit or contractual mgements similar to the credit or contractual
arrangements which are implicated by the shareholoiination or other proposal that are at leashasrable to the Trust, as determined by
the Board of Trustees in its discretion. As amneple and not as a limitation, at the time theseafdgl are being amended and restated, the
Trust is party to a bank credit facility that cantacovenants which prohibit certain changes imtla@agement and policies of the Trust
without the approval of the lenders; accordinglghareholder nomination or proposal which implisdteese covenants shall be accompanied
by a waiver of these covenants duly executed byémis or by evidence satisfactory to the Board of
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Trustees of the availability of funding to the Trts repay outstanding indebtedness under thistdiegdlity and of the availability of a new
credit facility on terms as favorable to the Trastthe existing credit facility.

Section 2.14.3. Shareholder Nominations or Other Proposals Requiiavernmental Action If (a) submission
of any shareholder nomination or proposal of othesiness to be considered at a shareholders meletingould not be considered or, if
approved, implemented by the Trust without the Traisy subsidiary of the Trust, the proponent dhnalder, any Proposed Nominee of such
shareholder, any Proposed Nominee Associated Pefsuth Proposed Nominee, any Shareholder AssacRerson of such shareholder,
the holder of proxies or their respective affilat® associates filing with or otherwise notifyimgobtaining the consent, approval or other
action of any federal, state, municipal or othevagamental or regulatory body (a “Governmental 8t or (b) such shareholder’s
ownership of shares of the Trust or any solicitatid proxies or votes or holding or exercising pesxoy such shareholder, any Proposed
Nominee of such shareholder, any Proposed Nomissedated Person of such Proposed Nominee, angl8lider Associated Person
such shareholder, or their respective affiliateassociates would require Governmental Action, théthe same time as the submission of
any shareholder nomination or proposal of otheirtass to be considered at a shareholders medtmgroponent shareholder or sharehol
shall submit to the secretary at the principal eXge offices of the Trust (x) evidence satisfagttor the Board of Trustees that any and all
Governmental Action has been given or obtainedudiog, without limitation, such evidence as theaBbof Trustees may require so that
nominee may be determined to satisfy any suitghilitother requirements or (y) if such evidence natsobtainable from a governmental or
regulatory body by such time despite the sharelslddigent and best efforts, a detailed planfmaking or obtaining the Governmental
Action prior to the election of any such Proposexihee or the implementation of such proposal, tvipian must be satisfactory to the
Board of Trustees in its discretion. As an exangplé not as a limitation, at the time these Bylavesbeing amended and restated, the Trust
holds a controlling ownership position in a compémyned and licensed as an insurance company iStéte of Indiana. The laws of the
State of Indiana have certain regulatory requir@séar any person who seeks to control (as defuratker Indiana law) a company which
itself controls an insurance company domicilechim $tate of Indiana, including by exercising prexiepresenting 10% or more of its voting
securities. Accordingly, a shareholder who seelexercise proxies for a nomination or a propoffatting the governance of the Trust shall
obtain any applicable approvals from the Indiarsauiance regulatory authorities prior to exercisaogh proxies. Similarly, as a further
example and not as a limitation, at the time thi®daws are being amended and restated, the Truss bealthcare facilities in various states;
such facilities are governed by and subject ta¢lgellatory and licensing requirements of the statehich such facility is located. The
licensing terms or regulatory regime of certainestavith jurisdiction over the Trust may requiratthertain consents or approvals be obtained
prior to the Trust considering or implementing aertactions, including potentially requiring thaPeoposed Nominee obtain regulatory
approval or consent prior to being nominated foelected as a Trustee. Accordingly, a sharehalderination or shareholder proposal that,
if approved, would require the Trust to obtain to@sent or approval of a state authority due tddahethat the Trust owns licensed health¢
facilities in such state, shall be accompanied\igience that the shareholder or Proposed Nomingeittzer secured the required approva
consents from all applicable state regulatory aitiks or if such required approvals have not beletained, then the shareholder nomination
or other proposal shall be accompanied by a comngfapplications or forms
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required to be completed by the Proposed Nominsbaneholder as submitted or to be submitted tapiplicable state authorities so that the
Board of Trustees may determine the likelihood thatshareholder or the Proposed Nominee, as apjdicwill receive any such required
approval.

Section 2.14.4. Special Meetings of Shareholder#\s set forth in Section 2.6, only business biduigfore the
meeting pursuant to the Trust's notice of meetimgllde conducted at a special meeting of shareh®ldNominations of individuals for
election to the Board of Trustees only may be nadespecial meeting of shareholders at which assare to be elected: (a) pursuant to the
Trust's notice of meeting; (b) otherwise properly brouggiore the meeting by or at the direction of tloail of Trustees; or (c) provided t
the Board of Trustees has determined that Trustesltbe elected at such special meeting, by aaseslolder of the Trust who is a
shareholder of record both at the time of givingiofice provided for in this Section 2.14.4 throwgtd including the time of the special
meeting, who is entitled to vote at the meetingoch election and who has complied with the ngitoeedures and other requirements set
forth in this Section 2.14.4. In the event thesEmralls a special meeting of shareholders foptirpose of electing one or more Trustees to
the Board of Trustees, any such shareholder maynatenan individual or individuals (as the case rbayfor election as a Trustee as
specified in the Trust’s notice of meeting, if gteareholder satisfies the holding period and éeatié requirements set forth in Section 2.14.1
(b) and Section 2.14.1(d), the shareholder’s natm#ains or is accompanied by the information @mcliments required by Section 2.14 and
the shareholder has given timely notice thereafriting to the secretary of the Trust at the pniatiexecutive offices of the Trust. To be
timely, a shareholder’s notice shall be deliveethe secretary of the Trust at the principal efeewffices of the Trust not earlier than the
150th day prior to such special meeting and net ldtan 5:00 p.m. (Eastern Time) on the later)ah@ 120th day prior to such special
meeting or (ii) the 10th day following the day ohieh public announcement is first made of the détthe special meeting and of the
nominees proposed by the Trustees to be elecgdahtmeeting. Neither the postponement or adjoemimof a special meeting, nor the
public announcement of such postponement or adjoemnt, shall commence a new time period for thengiwif a shareholder’s notice as
described above.

Section 2.14.5. General

€)) If information submitted pursuant to this Sectioh42by any shareholder proposing a nominee fotieleas a Trustee or
any proposal for other business at a meeting aktsidders shall be deemed by the Board of Trusteesnplete or inaccurate, any authori:
officer or the Board of Trustees or any committeeréof may treat such information as not havingi@evided in accordance with this
Section 2.14. Any notice submitted by a sharehrgbdiesuant to this Section 2.14 that is deemedbyBoard of Trustees inaccurate,
incomplete or otherwise fails to satisfy completafy provision of this Section 2.14 shall be deeuhef@ctive and shall thereby render all
proposals and nominations set forth in such natefective. Upon written request by the secretdth® Trust or the Board of Trustees or :
committee thereof (which may be made from timdrtee}, any shareholder proposing a nominee for ielees a Trustee or any proposal for
other business at a meeting of shareholders stwlide, within three
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business days after such request (or such othierdpes may be specified in such request), (i) emitzerification, satisfactory to the secretary
or any other authorized officer or the Board of Stees or any committee thereof, in his, her adigsretion, to demonstrate the accuracy of
any information submitted by the shareholder purst@this Section 2.14, (ii) written responsegmformation reasonably requested by the
secretary, the Board of Trustees or any committeeebf and (iii) a written update, to a currenedat any information submitted by the
shareholder pursuant to this Section 2.14 as efbalier date. If a shareholder fails to providetswritten verification, information or update
within such period, the secretary or any other auitled officer or the Board of Trustees may tréatinformation which was previously
provided and to which the verification, requestpdate relates as not having been provided in daoge with this Section 2.14; provided,
however, that no such written verification, respoos update shall cure any incompleteness, inacgunafailure in any notice provided by a
shareholder pursuant to this Section 2.14. hésresponsibility of a shareholder who wishes ta@r@nomination or other proposal to
comply with the requirements of Section 2.14; nughin this Section 2.14.5(a) or otherwise shalateeany duty of the Trust, the Board of
Trustees or any committee thereof nor any offidghe Trust to inform a shareholder that the infation submitted pursuant to this

Section 2.14 by or on behalf of such shareholdercemplete or inaccurate or not otherwise in adance with this Section 2.14 nor require
the Trust, the Board of Trustees, any committeth@Board of Trustees or any officer of the Trostedquest clarification or updating of
information provided by any shareholder, but thaloof Trustees, a committee thereof or the segreting on behalf of the Board of
Trustees or a committee, may do so in its, hiseordiscretion.

(b) Only such individuals who are nominated in accoocganith this Section 2.14 shall be eligible foratien by shareholders
as Trustees and only such business shall be ca@wlatt meeting of shareholders as shall havereperly brought before the meeting in
accordance with this Section 2.14. The chairpecddhe meeting and the Board of Trustees shal dawe the power to determine whether a
nomination or any other business proposed to bedhtdbefore the meeting was made or proposed gasatte may be, in accordance with
Section 2.14 and, if any proposed nomination oeotusiness is determined not to be in compliante this Section 2.14, to declare that
such defective nomination or proposal be disreghrde

(c) For purposes of this Section 2.14: (i) “public anncement” shall mean disclosure in (A) a pressasglgeported by the
Dow Jones News Service, Associated Press, Busiiges PR Newswire or any other widely circulatedvseor wire service or (B) a
document publicly filed by the Trust with the S.Egtirsuant to the Exchange Act; and (i) “subsigiahall include, with respect to a person,
any corporation, partnership, joint venture or o#tity of which such person (A) owns, directlyindirectly, 10% or more of the outstand
voting securities or other interests or (B) hagespn designated by such person serving on, gh dontractual or otherwise, to designate a
person, so to serve on, the board of directorarfatogous governing body).

(d) Notwithstanding the foregoing provisions of thisen 2.14, a shareholder shall also comply witlapplicable legal
requirements, including, without
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limitation, applicable requirements of state lavd &me Exchange Act and the rules and regulatiom®tinder, with respect to the matters set
forth in this Section 2.14. Nothing in this Seatd.14 shall be deemed to require that a sharehotdeination of an individual for election to
the Board of Trustees or a shareholder proposatimglto other business be included in the Teugtbxy statement, except as may be reqt
by law.

(e The Board of Trustees may from time to time reqaing individual nominated to serve as a Trustesgtee in writing with
regard to matters of business ethics and confidigtivhile such nominee serves as a Trustee, agokement to be on the terms and in a
form (the “Agreement”) determined satisfactory bg Board of Trustees, as amended and supplementadifme to time in the discretion of
the Board of Trustees. The terms of the Agreemmayt be substantially similar to the Code of Bussn@snduct and Ethics of the Trust or
any similar code promulgated by the Trust (the “€oflBusiness Conduct”) or may differ from or sugpent the Code of Business Conduct.

® Determinations required or permitted to be madesutiis Section 2.14 by the Board of Trustees neagidlegated by the
Board of Trustees to a committee of the Board ofsTaes, subject to applicable law.

Section 2.15. No Shareholder Actions by Written CongenShareholders shall not be authorized or perthttidake any action
required or permitted to be taken at a meetindhafeholders by written consent, and may take satbreonly at shareholders meeting of the
Trust.

Section 2.16. Voting by Ballot. Voting on any question or in any election maywbge vote unless the chairperson of the
meeting or any shareholder shall demand that vditengy ballot.

Section 2.17. Proposals of Business Which Are Not Proper MaftenrsAction By Shareholders Notwithstanding anything in
these Bylaws to the contrary, subject to applicédle any shareholder proposal for business thgesutnatter or effect of which would be
within the exclusive purview of the Board of Trusdeor would reasonably likely, if considered by shareholders or approved or
implemented by the Trust, result in an impairmdrthe limited liability status for the Trust’s slednolders, shall be deemed not to be a matter
upon which the shareholders are entitled to vatee Board of Trustees in its discretion shall betled to determine whether a shareholder
proposal for business is not a matter upon whietstiareholders are entitled to vote pursuant $oSbction 2.17, and its decision shall be
final and binding unless determined by a courtasfipetent jurisdiction to have been made in badh fait

ARTICLE Il
TRUSTEES

Section 3.1. General Powers; Qualifications; Trustees HoldingOvThe business and affairs of the Trust shall heaged
under the direction of its Board of Trustees. Astee
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shall be an individual at least 21 years of age ishmt under legal disability. To qualify for nomation or election as a Trustee, an

individual, at the time of nomination and electishall, without limitation, (a) have substantiapextise or experience relevant to the business
of the Trust and its subsidiaries, (b) not havenbmmnvicted of a felony, (c) meet the qualificasarf an Independent Trustee or a Managing
Trustee, each as defined in Section 3.2, as thernay be, depending upon the position for whicthsadividual may be nominated and
elected and (d) have been nominated for electidhadoard of Trustees in accordance with Sectiéd.2(b). In case of failure to elect
Trustees at an annual meeting of the shareholdfersncumbent Trustees shall hold over and contiowkrect the management of the
business and affairs of the Trust until they masjgre or until their successors are elected andfgual

Section 3.2. Independent Trustees and Managing Truste&snajority of the Trustees holding office shatlall times be
Independent Trustees; provided, however, that @pf@ilure to comply with this requirement as a tesfithe creation of a temporary vacai
which shall be filled by an Independent Trusteeethibr as a result of enlargement of the Board o$fEes or the resignation, removal or
death of a Trustee who is an Independent Trustes, iI=quirement shall not be applicable. An “Inslegent Trustee” is one who is not an
employee of the Advisor (as defined in the Declarabf Trust), who is not involved in the Trust'aydto day activities, who meets the
qualifications of an independent trustee undeeelaration of Trust and who meets the qualificagiof an independent director (not
including the specific independence requiremenfdicgble only to members of the Audit Committedtod Board of Trustees) under the
applicable rules of each stock exchange upon wstianes of the Trust are listed for trading and3teC., as those requirements may be
amended from time to time. If the number of Trasteat any time, is set at less than five, at leastTrustee shall be a Managing Trustee
long as the number of Trustees shall be five catgre at least two Trustees shall be Managing &asst “Managing Trustees” shall mean
Trustees who are not Independent Trustees and ad®tieen employees of the Advisor or involved andhy to day activities of the Trust
for at least one year prior to their electionatifiny time the Board of Trustees shall not be ciw®ag of a majority of Independent Trustees,
the Board of Trustees shall take such actions hewee such condition; provided that the fact ttiegt Board of Trustees does not have a
majority of Independent Trustees or has not takeh sction at any time or from time to time shait affect the validity of any action taken
by the Board of Trustees. If at any time the Baafr@irustees shall not be comprised of a numbédarfiaging Trustees as is required under
this Section 3.2, the Board of Trustees shall ®lah actions as will cure such condition; provitieat the fact that the Board of Trustees does
not have the requisite number of Managing Trustedss not taken such action at any time or franetio time shall not affect the validity
any action taken by the Board of Trustees.

Section 3.3. Number and Tenure Pursuant to the Articles Supplementary accefatececord by the State Department of
Assessments and Taxation (the “SDAT") as of May2lQ0, the number of Trustees constituting theemoard of Trustees may be
increased or decreased from time to time only tgta of the Trustees; provided however that therewof office of a Trustee shall not be
affected by any decrease in the number of Trust&éhs.number of Trustees shall be five until inseghor decreased by the Board of
Trustees.
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The Board of Trustees shall be classified intoghgmups: Group |, Group Il and Group Ill. A métpof the entire Board of
Trustees shall designate the Group of which eaabkt&e shall be a member.

Section 3.4. Annual and Regular MeetingsAn annual meeting of the Trustees shall be metdediately after the annual
meeting of shareholders, no notice other thanBklaw being necessary. The time and place of timual meeting of the Trustees may be
changed by the Board of Trustees. The Trusteespmayde, by resolution, the time and place, eitlighin or without the State of Marylan
for the holding of regular meetings of the Trustethout other notice than such resolution. Inelient any such regular meeting is not so
provided for, the meeting may be held at such tame place as shall be specified in a notice gigeheseinafter provided for special meeti
of the Board of Trustees.

Section 3.5. Special Meetings Special meetings of the Trustees may be catladytime by any Managing Trustee, the
president or pursuant to the request of any twafEes then in office. The person or persons aia#wto call special meetings of the
Trustees may fix any place, either within or withthe State of Maryland, as the place for holding special meeting of the Trustees called
by them.

Section 3.6. Notice. Notice of any special meeting shall be givemigten notice delivered personally or by electmomiail,
telephoned, facsimile transmitted, overnight caedewith proof of delivery) or mailed to each Tiees at his or her business or residence
address. Personally delivered, telephoned, fatesimsinsmitted or electronically mailed noticeslsha given at least 24 hours prior to the
meeting. Notice by mail shall be deposited inth8. mail at least 72 hours prior to the meetitignailed, such notice shall be deemed t
given when deposited in the U.S. mail properlyraddged, with postage thereon prepaid. Electroaitmotice shall be deemed to be given
upon transmission of the message to the electroaitaddress given to the Trust by the Trustedepf®ne notice shall be deemed given
when the Trustee is personally given such noticetelephone call to which he is a party. Facs&immdnsmission notice shall be deemed
given upon completion of the transmission of thesgage to the number given to the Trust by the &euahd receipt of a completed answer
back indicating receipt. If sent by overnight degrsuch notice shall be deemed given when deld/éw the courier. Neither the business to
be transacted at, nor the purpose of, any anre@llar or special meeting of the Trustees needdbedsin the notice, unless specifically
required by statute or these Bylaws.

Section 3.7. Quorum. A majority of the Trustees shall constitute @mum for transaction of business at any meetintp®f
Trustees, provided that, if less than a majoritgwdh Trustees are present at a meeting, a magdribe Trustees present may adjourn the
meeting from time to time without further noticedaprovided further that if, pursuant to the Deateam of Trust or these Bylaws, the vote of
a majority of a particular group of Trustees isuiegd for action, a quorum for that action shadlcainclude a majority of such group. The
Trustees present at a meeting of the Board of @egsivhich has been duly called and convened antiah a quorum was established may
continue to transact business until adjournmerttyitiostanding the withdrawal of a number of Trusteesulting in less than a quorum then
being present at the meeting.
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Section 3.8. Voting . The action of the majority of the Trustees pnésé a meeting at which a quorum is or was presiesit
be the action of the Trustees, unless the conocgreha greater proportion is required for sucloadby specific provision of an applicable
statute, the Declaration of Trust or these BylaWi®nough Trustees have withdrawn from a meetinigave fewer than are required to
establish a quorum, but the meeting is not adjaljrtie action of the majority of that number of §tees necessary to constitute a quorum at
such meeting shall be the action of the Board aktes, unless the concurrence of a greater propastrequired for such action by
applicable law, the Declaration of Trust or theséal/s.

Section 3.9. Telephone Meetings Trustees may participate in a meeting by me&asconference telephone or similar
communications equipment if all persons participgin the meeting can hear each other at the samee Participation in a meeting by these
means shall constitute presence in person at tletimge Such meeting shall be deemed to have beldraha place designated by the Trus
at the meeting.

Section 3.10. Action by Written Consent of TrusteedJnless specifically otherwise provided in thecl2eation of Trust, any
action required or permitted to be taken at anytingef the Trustees may be taken without a meetfrgmajority of the Trustees shall
individually or collectively consent in writing ®uch action. Such written consent or consents Badiled with the records of the Trust and
shall have the same force and effect as the affiven&ote of such Trustees at a duly held meetiny® Trustees at which a quorum was
present.

Section 3.11. Waiver of Notice. The actions taken at any meeting of the Trustemsever called and noticed or wherever held,
shall be as valid as though taken at a meeting fokily after regular call and notice if a quorurprissent and if, either before or after the
meeting, each of the Trustees not present waiveéseneonsents to the holding of such meeting prayes the minutes thereof.

Section 3.12. Vacancies Pursuant to the Articles Supplementary accefmececord by the SDAT as of May 11, 2000, if for
any reason any or all the Trustees cease to béeEsjsuch event shall not terminate the Trustfectathese Bylaws or the powers of the
remaining Trustees hereunder (even if fewer thegetiirustees remain). Any vacancy on the Boaittu$tees may be filled only by a
majority of the remaining Trustees, even if the agring Trustees do not constitute a quorum. Anystae elected to fill a vacancy, whether
occurring due to an increase in size of the Bo&frastees or by the death, resignation or remo¥ahy Trustee, shall hold office for the
remainder of the full term of the class of Trusteewhich the vacancy occurred or was created atitlaisuccessor is elected and qualifies.

Section 3.13. Compensation The Trustees shall be entitled to receive saakanable compensation for their services as
Trustees as the Trustees may determine from tinimto Trustees may be reimbursed for expensast@idance, if any, at each annual,
regular or special meeting of the Trustees or gf@mmittee thereof; and for their expenses, if,amgonnection with each property visit ¢
any other service or activity performed or engaigeal Trustee. The Trustees shall be entitleedeive remuneration for services rendere
the Trust in any other capacity, and such servitag include, without limitation, services as ana#f of the Trust, services as an employe
the Advisor, legal, accounting or other professi@eavices, or
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services as a broker, transfer agent or underwriteether performed by a Trustee or any persoliadéfd with a Trustee.

Section 3.14. Removal of Trustees A Trustee may be removed at any time with ohwitt cause by the affirmative vote either
of all the remaining Trustees or, at a meetincghefghareholders properly called for that purpogehé affirmative vote of the holders of not
less than two-thirds of the shares of the Trust thestanding and entitled to vote generally indleetion of Trustees.

Section 3.15. Surety Bonds Unless specifically required by law, no Trustkall be obligated to give any bond or surety or
other security for the performance of any of hisier duties.

Section 3.16. Reliance. Each Trustee, officer, employee and agent offtlust shall, in the performance of his or her elutvitr
respect to the Trust, be entitled to rely on arigrimation, opinion, report or statement, includary financial statement or other financial
data, prepared or presented by an officer or enggl@f the Trust or by the Advisor, accountantsyaigprs or other experts or consultants
selected by the Board of Trustees or officers efTrust, regardless of whether such counsel orrerpey also be a Trustee.

Section 3.17. Interested Trustee TransactianSection 2-419 of the Maryland General Corporatiaw shall be available for
and apply to any contract or other transaction betwthe Trust and any of its Trustees or betweef thst and any other trust, corporation,
firm or other entity in which any of its Trusteasa trustee or director or has a material finarioiarest.

Section 3.18. Qualifying Shares Not RequiredTrustees need not be shareholders of the Trust.

Section 3.19. Certain Rights of Trustees, Officers, Employees Agdnts. A Trustee shall have no responsibility to devute
or her full time to the affairs of the Trust. Afiyustee or officer, employee or agent of the Trimshis or her personal capacity or in a
capacity as an affiliate, employee or agent of athwer person, or otherwise, may have businessisteeand engage in business activities
similar or in addition to those of or relating tetTrust.

Section 3.20. Emergency Provisions Notwithstanding any other provision in the Deataon of Trust or these Bylaws, this
Section 3.20 shall apply during the existence gf@atastrophe, or other similar emergency conditésna result of which a quorum of the
Board of Trustees under ARTICLE Il cannot readily obtained (an “Emergency”Puring any Emergency, unless otherwise providethh
Board of Trustees, (a) a meeting of the Board offees may be called by any Managing Trustee @reoféf the Trust by any means feasible
under the circumstances and (b) notice of any mgeti the Board of Trustees during such an Emengeray be given less than 24 hours
prior to the meeting to as many Trustees and bl suEans as it may be feasible at the time, inctuginblication, television or radio.
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ARTICLE IV

COMMITTEES

Section 4.1. Number; Tenure and QualificationsThe Board of Trustees shall appoint an Audit Guttee, a Compensation
Committee and a Nominating and Governance Commitieeh of these committees shall be composedeé thr more Trustees, to serve at
the pleasure of the Board of Trustees. The Bohfdustees may also appoint other committees fiiame to time composed of one or more
members, at least one of which shall be a Trusteserve at the pleasure of the Board of Trust@é® Board of Trustees shall adopt a che
with respect to the Audit Committee, the CompensaGommittee and the Nominating and Governance Gtimanwhich charter shall
specify the purposes, the criteria for membershibthe responsibility and duties and may specifepmatters with respect to each
committee. The Board of Trustees may also adapeater with respect to other committees.

Section 4.2. Powers. The Trustees may delegate any of the powetseoT tustees to committees appointed under Section 4
and composed solely of Trustees, except as preldiby law. In the event that a charter has beeptad with respect to a committee
composed solely of Trustees, the charter shalltitatesa delegation by the Trustees of the powéth@Board of Trustees necessary to carry
out the purposes, responsibilities and dutiesaframittee provided in the charter or reasonabigteel to those purposes, responsibilities and
duties, to the extent permitted by law.

Section 4.3. Meetings. Notice of committee meetings shall be giverhia $ame manner as notice for special meetingsof th
Board of Trustees. One-third, but not less thaa ofithe members of any committee shall be préagrgrson at any meeting of a committee
in order to constitute a quorum for the transactibbusiness at a meeting, and the act of a mgjprésent at a meeting at the time of a vote if
a quorum is then present shall be the act of a datigam The Board of Trustees or, if authorizedhry Board in a committee charter or
otherwise, the committee members may designataiantan of any committee, and the chairman or, énabsence of a chairman, a majority
of any committee may fix the time and place ofitsetings unless the Board shall otherwise providehe absence or disqualification of any
member of any committee, the members thereof ptedemy meeting and not disqualified from votindgpether or not they constitute a
guorum, may unanimously appoint another Trustextat the meeting in the place of absent or difggchmembers.

Each committee shall keep minutes of its proceedargl shall periodically report its activities lbe tfull Board of Trustees and,
except as otherwise provided by law or under thesraf the S.E.C. and applicable stock exchangeshich the Trust's shares are listed, any
action by any committee shall be subject to revisind alteration by the Board of Trustees, provithed no rights of third persons shall be
affected by any such revision or alteration.



Section 4.4. Telephone Meetings Members of a committee may participate in a mgdty means of a conference telephone
or similar communications equipment and particimain a meeting by these means shall constituteepiee in person at the meeting.
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Section 4.5. Action by Written Consent of CommitteesAny action required or permitted to be takearat meeting of a
committee of the Trustees may be taken without etimg, if a consent in writing to such action igreéd by a majority of the committee and
such written consent is filed with the minutes odqeedings of such committee.

Section 4.6. Vacancies Subject to the provisions hereof, the Board mfstees shall have the power at any time to chdrge
membership of any committee, to fill all vacancisgdesignate alternate members to replace anyabsdisqualified member or to dissolve
any such committee.

ARTICLE V

OFFICERS

Section 5.1. General Provisions The officers of the Trust shall include a presitl a secretary and a treasurer and may in
a chairman of the board, a vice chairman of thedyaachief executive officer, a chief operatin§iagr, a chief financial officer, one or more
vice presidents, one or more assistant secretan@®ne or more assistant treasurers. In additienTrustees may from time to time appoint
such other officers with such powers and dutietheg shall deem necessary or desirable. The offigkethe Trust shall be elected annuall
the Trustees at the first meeting of the Trustexd after each annual meeting of shareholdertheltlection of officers shall not be held at
such meeting, such election shall be held as doeeafter as may be convenient. Each officer $twddl office until his or her successor is
elected and qualifies or until his or her deatkigeation or removal in the manner hereinafter jogled. Any two or more offices, except
president and vice president, may be held by theegzerson. In their discretion, the Trustees maayé unfilled any office except that of
president and secretary. Election of an officeagent shall not of itself create contract righesaeen the Trust and such officer or agent.

Section 5.2. Removal and ResignationAny officer or agent of the Trust may be remobgdhe Trustees if in their judgment
the best interests of the Trust would be servegktye but the removal shall be without prejudicéh® contract rights, if any, of the person so
removed. Any officer of the Trust may resign ay éme by giving written notice of his or her resaion to the Trustees, the chairman of the
board, the president or the secretary. Any resignahall take effect at any time specified thera, if the time when it shall become
effective is not specified therein, immediately opts receipt. The acceptance of a resignatiofi sbabe necessary to make it effective
unless otherwise stated in the resignation. Agresdion shall be without prejudice to the contragttts, if any, of the Trust.

Section 5.3. Vacancies A vacancy in any office may be filled by the $tees for the balance of the term.

Section 5.4. Chief Executive Officer The Trustees may designate a chief executiveenffrom among the Trustees or elec
officers. The chief executive officer shall haesponsibility for implementation of the policiestbé Trust, as determined by the Trustees,
and for the administration of the business affafrthe Trust. In the absence of both the chairman
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and vice chairman of the board, the chief execudffieer shall preside over the meetings of theifa# Trustees at which he shall be
present. In the absence of a different designatimManaging Trustees, or any of them, shalltioncas the chief executive officer of the
Trust.

Section 5.5. Chief Operating Officer The Trustees may designate a chief operatingenffrom among the elected officers.
Said officer will have the responsibilities andidatas set forth by the Trustees or the chief ekexofficer.

Section 5.6. Chief Financial Officer The Trustees may designate a chief financiat@fffrom among the elected officers.
Said officer will have the responsibilities andidatas set forth by the Trustees or the chief exaxofficer.

Section 5.7. Chairman and Vice Chairman of the Board@he chairman of the board, if any, and the elcairman of the boar
if any, shall perform such duties as may be assigodim, her or them by the Trustees. In the abs®f a chairman and vice chairman of
board or if none are appointed, the Managing Tasster any of them, shall preside at meetingseBibard of Trustees.

Section 5.8. President The president may execute any deed, mortgagel, bease, contract or other instrument, except in
cases where the execution thereof shall be exgrde#gated by the Trustees or by these Bylawsntesother officer or agent of the Trust or
shall be required by law to be otherwise execued,in general shall perform all duties incidenthi® office of president and such other
duties as may be prescribed by the chief execofiiger or the Trustees.

Section 5.9. Vice Presidents In the absence or unavailability of the presidére vice president (or in the event there beemor
than one vice president, any vice president) gieafiorm the duties of the president and when so@gshall have all the powers of the
president; and shall perform such other dutiesaa fime to time may be assigned to him or hergygresident, the chief executive officer
or by the Trustees. The Trustees may designatelomere vice presidents as executive vice presigsenior vice presidents or as vice
presidents for particular areas of responsibility.

Section 5.10. Secretary The secretary (or his or her designee) shakéep the minutes of the proceedings of the shidersy
the Trustees and committees of the Trustees ipnere books provided for that purpose; (b) se¢dH notices are duly given in
accordance with the provisions of these Bylawssareguired by law; (c) be custodian of the Trusbrds and of the seal of the Trust, if any;
(d) maintain a share register, showing the ownprahd transfers of ownership of all shares of thesfl unless a transfer agent is employe
maintain and does maintain such a share registdr{eg in general perform such other duties as tiore to time may be assigned to the
secretary by the chief executive officer or thestees.

Section 5.11. Treasurer The treasurer shall have the custody of thedamtl securities of the Trust and shall keep fudl a
accurate accounts of receipts and disbursemebizolks belonging to the Trust and shall depositnalheys and other valuable effects in the
name and to the credit of the Trust in such depusit as may be authorized by the Trustees. Hasuarer
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shall also have such other responsibilities as beagssigned to him or her by the chief executiVieafor the Trustees.

Section 5.12. Assistant Secretaries and Assistant Treasurditse assistant secretaries and assistant treasimwgeneral, shall
perform such duties as shall be assigned to thetheébgecretary or treasurer, respectively, or byctiief executive officer or the Trustees.

ARTICLE VI
CONTRACTS, LOANS, CHECKS AND DEPOSITS

Section 6.1. Contracts The Board of Trustees may authorize any Trustiieer or agent (including the Advisor or anyioét
of the Advisor) to enter into any contract or t@exte and deliver any instrument in the name ofanbehalf of the Trust and such authority
may be general or confined to specific instand&sy agreement, deed, mortgage, lease or other demuexecuted by an authorized Trustee,
officer or agent shall be valid and binding upoa Thustees and upon the Trust when authorizedifiedaby action of the Trustees.

Section 6.2. Checks and Drafts All checks, drafts or other orders for the paptr@f money, notes or other evidences of
indebtedness issued in the name of the Trust kbaligned by such officer or agent of the Trusuioh manner as shall from time to time be
determined by the treasurer, the chief executifieefor the Trustees.

Section 6.3. Deposits. All funds of the Trust not otherwise employe@lsbe deposited from time to time to the credithof
Trust in such banks, trust companies or other depis as the treasurer, the chief executive effar the Trustees may designate.
ARTICLE VII
SHARES
Section 7.1. Certificates. Ownership of shares of any class of shares éfial ownership of the Trust shall be evidenbg«

certificates, or at the election of a shareholddydok entry form. Unless otherwise determinedngyBoard of Trustees, any such certificates
shall be signed by the chief executive officer, hesident or a vice president and countersignetidgecretary or an assistant secretary or
the treasurer or an assistant treasurer and magdbed with the seal, if any, of the Trust. Thgmatures may be either manual or facsimile.
Certificates shall be consecutively numbered arideifTrust shall from time to time issue severasses of shares, each class may have its
own number series. A certificate is valid and rbayissued whether or not an officer who signes #till an officer when it is issued.

Section 7.2. Transfers

€)) Shares of the Trust shall be transferable in themaaprovided by applicable law, the Declaratio nfst and these
Bylaws. Certificates shall be treated as
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negotiable and title thereto and to the sharestberesent shall be transferred by delivery thetetiie same extent as those of a Maryland
stock corporation.

(b) The Trust shall be entitled to treat the holderezbrd of any share or shares as the holder irtHactof and, accordingly,
shall not be bound to recognize any equitable logrotlaim to or interest in such share or sharehemart of any other person, whether or
it shall have express or other notice thereof, pikas otherwise provided in these Bylaws or byldles of the State of Maryland.

Section 7.3. Lost Certificates For shares evidenced by certificates, any affigsignated by the Trustees may direct a new
certificate to be issued in place of any certificpteviously issued by the Trust alleged to hawnbest, stolen or destroyed upon the making
of an affidavit of that fact by the person claimihg certificate to be lost, stolen or destroy®¢hen authorizing the issuance of a new
certificate, an officer designated by the Trust@ey, in such officer’s discretion and as a condifiwecedent to the issuance thereof, require
the owner of such lost, stolen or destroyed cestié or the owner’s legal representative to adsettie same in such manner as he shall
require and/or to give bond, with sufficient suretythe Trust to indemnify it against any losslaim which may arise as a result of the
issuance of a new certificate.

Section 7.4. Closing of Transfer Books or Fixing of Record Date

€)) The Trustees may set, in advance, a record datbdgrurpose of determining shareholders entitietbtice of or to vote ¢
any meeting of shareholders or determining shadehslentitled to receive payment of any dividentherallotment of any other rights, or in
order to make a determination of shareholdersrigrather proper purpose.

(b) In lieu of fixing a record date, the Trustees megvie that the share transfer books shall be diésea stated period but
not longer than 20 days. If the share transfekbawe closed for the purpose of determining slwddelns entitled to notice of or to vote at a
meeting of shareholders, such books shall be clfigeat least 10 days before the date of such mgeti

(©) If no record date is fixed and the share transtekb are not closed for the determination of shadshs, (i) the record date
for the determination of shareholders entitleddtiae of or to vote at a meeting of shareholdeed e at the close of business on the day on
which the notice of meeting is mailed or the 30Cdly efore the meeting, whichever is the closer ttathe meeting; and (ii) the record date
for the determination of shareholders entitledeieive payment of a dividend or an allotment of atier rights shall be the close of business
on the day on which the resolution of the Trustdes|aring the dividend or allotment of rightsatopted.

(d) When a determination of shareholders entitled te &b any meeting of shareholders has been maug®wasded in this
section, such determination shall apply to any aajment thereof unless the Board of Trustees skath new record date with respect the
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Section 7.5. Share Ledger The Trust shall maintain at its principal officeat the office of its counsel, accountants ansfer
agent a share ledger containing the name and addffesach shareholder and the number of sharescbf@ass held by such shareholder.

Section 7.6. Fractional Shares; Issuance of Unit§he Trustees may issue fractional shares origieder the issuance of scrip,
all on such terms and under such conditions asrfeydetermine. Notwithstanding any other provisiéthe Declaration of Trust or these
Bylaws, the Trustees may issue units consistindjféérent securities of the Trust. Any securitgusd in a unit shall have the same
characteristics as any identical securities isdyetthhe Trust, except that the Trustees may prowidefor a specified period securities of the
Trust issued in such unit may be transferred orbtuaks of the Trust only in such unit.

ARTICLE VI
REGULATORY COMPLIANCE AND DISCLOSURE

Section 8.1. Actions Requiring Regulatory Compliance Implicatihg Trust If any shareholder (whether individually or
constituting a group, as determined by the Boartiro$tees), by virtue of such shareholder’s owrnipristierest in the Trust or actions taken
by the shareholder affecting the Trust, triggeesapplication of any requirement or regulationmf éederal, state, municipal or other
governmental or regulatory body on the Trust or suiysidiary (for purposes of this ARTICLE VIII, defined in Section 2.14.5(c)) of the
Trust or any of their respective businesses, assatperations, including, without limitation, aopligations to make or obtain a
Governmental Action (as defined in Section 2.14s8gh shareholder shall promptly take all actiomsessary and fully cooperate with the
Trust to ensure that such requirements or reguiatioe satisfied without restricting, imposing diddial obligations on or in any way limiting
the business, assets, operations or prospects adfrtist or any subsidiary of the Trust. If thershalder fails or is otherwise unable to
promptly take such actions so to cause satisfacfiguch requirements or regulations, the sharemnadall promptly divest a sufficient
number of shares of the Trust necessary to caesgpblication of such requirement or regulationabapply to the Trust or any subsidiary of
the Trust. If the shareholder fails to cause sattsfaction or divest itself of such sufficientmioer of shares of the Trust by not later than the
10th day after triggering such requirement or rafjoh referred to in this Section 8.1, then anyrsbaf the Trust beneficially owned by such
shareholder at and in excess of the level triggettie application of such requirement or regulagiball, to the fullest extent permitted by |
be deemed to constitute shares held in violatiah@wnership limitations set forth in Article \Wf the Declaration of Trust and be subject
to the provisions of Article VIl of the Declaratiaif Trust and any actions triggering the applicatid such a requirement or regulation may
be deemed by the Trust to be of no force or effébdreover, if the shareholder who triggers theligagion of any regulation or requirement
fails to satisfy the requirements or regulationsoatiake curative actions within such 10 day pertbhd Trust may take all other actions which
the Board of Trustees deems appropriate to regoimgpliance or to preserve the value of the Trusdsets; and the Trust may charge the
offending shareholder for the Trust’'s costs andceesps as well as any damages which may resul tortist.
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As an example and not as a limitation, at the tinese Bylaws are being amended and restated, tist Aolds a controlling
ownership position in a company formed and licers®dn insurance company in the State of Indidie laws of the State of Indiana have
certain regulatory requirements for any person sdeks to control (as defined under Indiana lawgragany which itself controls an
insurance company domiciled in the State of Indiamauding by exercising proxies representing 1@more of the Trust’s voting
securities. Accordingly, if a shareholder seeksxercise proxies for a matter to be voted upanrateting of the Trust’s shareholders
without having obtained any applicable approvadsrfthe Indiana insurance regulatory authoritieshquroxies representing 10% or more of
the Trust’s voting securities will, subject to Sent8.3, be void and of no further force or effect.

As a further example and not as a limitation, atttme these Bylaws are being amended and restatedyust owns healthcare
facilities in various states which are subjecttidesregulatory and licensing requirements in esaadh state. Under the licensing terms or
regulatory regime of certain states with jurisdiotover the Trust, a shareholder which acquiresnéralling equity position in the Trust may
be required to obtain regulatory approval or cohpeor to or as a result of obtaining such owngrsiccordingly, if a shareholder which
acquires a controlling equity position in the Trthgit would require the shareholder or the Trustitiain the consent or approval of a state
authority due to the fact that the Trust owns Igghhealthcare facilities in such state, and thee$tolder refuses to provide the Trust with
information required to be submitted to the apjtllesstate authority or if the state authority dees to approve the shareholdeswnership ¢
the Trust, then, in either event, shares of thesflowned by the shareholder necessary to reduowitsrship to an amount so that the
shareholder’s ownership of Trust shares would egtire it to provide any such information to, or onsent to be obtained from, the state
authority, may be deemed by the Board of Trusted®tshares held in violation of the ownershiptitidon in Article VII of the Declaration
of Trust and shall be subject to the provisionéudicle VII of the Declaration of Trust.

Section 8.2. Compliance With Law Shareholders shall comply with all applicablguieements of federal and state laws,
including all rules and regulations promulgated¢@der, in connection with such shareholder’s aglip interest in the Trust and all other
laws which apply to the Trust or any subsidiaryhaf Trust or their respective businesses, ass@gavations and which require action or
inaction on the part of the shareholder.

Section 8.3. Limitation on Voting Shares or ProxiesWithout limiting the provisions of Section 8ifla shareholder (whether
individually or constituting a group, as determiri®dthe Board of Trustees), by virtue of such shalder’'s ownership interest in the Trust or
its receipt or exercise of proxies to vote sharesen by other shareholders, would not be permttiadte the shareholder’s shares of the
Trust or proxies for shares of the Trust in exa#ss certain amount pursuant to applicable lawlgidiog by way of example, applicable state
insurance regulations) but the Board of Trusteésraénes that the excess shares or shares reddmnthe excess proxies are necessary to
obtain a quorum, then such shareholder shall nenkiled to vote any such excess shares or proaigbinstead such excess shares or pr
may, to the fullest extent permitted by law, beeebby the Advisor (or by another person designbtethe Trustees) in proportion to the total
shares otherwise voted on such matter.
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Section 8.4. Representations, Warranties and Covenants Madever@mental or Regulatory BodiesTo the fullest extent
permitted by law, any representation, warrantyawetiant made by a shareholder with any governmentaigulatory body in connection
with such shareholder’s interest in the Trust or subsidiary of the Trust shall be deemed to baeikaneously made to, for the benefit of and
enforceable by, the Trust and any applicable sidrgiabf the Trust.

Section 8.5. Board of TrusteédDeterminations The Board of Trustees shall be empowered to mildeterminations
regarding the interpretation, application, enforeatrand compliance with any matters referred tcootemplated by this ARTICLE VIII.

ARTICLE IX
FISCAL YEAR
Section 9.1. Fiscal Year. The fiscal year of the Trust shall be the catengkar.
ARTICLE X

DIVIDENDS AND OTHER DISTRIBUTIONS

Section 10.1. Dividends and Other DistributionsDividends and other distributions upon the shafebeneficial interest of the
Trust may be authorized and declared by the TrastBévidends and other distributions may be paiddsh, property or shares of the Trust.

ARTICLE XI
SEAL

Section 11.1. Seal. The Trustees may authorize the adoption of Blsetihe Trust. The Trustees may authorize onmare
duplicate seals.

Section 11.2. Affixing Seal. Whenever the Trust is permitted or requiredftix &s seal to a document, it shall be sufficieat
meet the requirements of any law, rule or regutat@ating to a seal to place the word “(SEAL)"aknt to the signature of the person
authorized to execute the document on behalf oTthet.

ARTICLE Xl
WAIVER OF NOTICE
Section 12.1. Waiver of Notice. Whenever any notice is required to be givenymmsto the Declaration of Trust, these Bylaws

or applicable law, a waiver thereof in writing, ségl by the person or persons entitled to sucheatica waiver by electronic transmission by
the
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person or persons entitled to such notice, whethfare or after the time stated therein, shall &ented equivalent to the giving of such
notice. Neither the business to be transactedrate purpose of any meeting need be set forthawaiver of notice or waiver by electronic
transmission, unless specifically required by séatihe attendance of any person at any meetiafy@institute a waiver of notice of such
meeting, except where such person attends a mdetitige express purpose of objecting to the tretisa of any business on the ground that
the meeting is not lawfully called or convened.

ARTICLE Xl
AMENDMENT OF BYLAWS
Section 13.1. Amendment of Bylaws Except for any change for which these Bylawsiines approval by more than a majority

vote of the Trustees, these Bylaws may be amendexpealed or new or additional Bylaws may be agldpinly by the vote or written
consent of a majority of the Trustees.

ARTICLE XIV

MISCELLANEOUS

Section 14.1. References to Declaration of TrusAll references to the Declaration of Trust slratlude any amendments
thereto.

Section 14.2. Costs and Expensesin addition to, and as further clarificationezch shareholder’s obligation to indemnify and
hold the Trust harmless from and against all ce&stgenses, penalties, fines and other amountsidimgj, without limitation, attorneys’ and
other professional fees, whether third party oerimal, arising from such shareholder’s violatiorany provision of the Declaration of Trust or
these Bylaws pursuant to Section 8.7 of the Detitaraf Trust, to the fullest extent permitted layv, each shareholder will be liable to the
Trust (and any subsidiaries or affiliates therdof) and indemnify and hold harmless the Trust (ang subsidiaries or affiliates thereof) from
and against, all costs, expenses, penalties, éinether amounts, including, without limitationasmnable attorneys’ and other professional
fees, whether third party or internal, arising freath shareholder’s breach of or failure to futlynply with any covenant, condition or
provision of these Bylaws or the Declaration of Sir(including Section 2.14 of these Bylaws) or antion by or against the Trust (or any
subsidiaries or affiliates thereof) in which sutlaieholder is not the prevailing party, and shajl puch amounts to such indemnitee on
demand, together with interest on such amounts;twinierest will accrue at the lesser of the Tribtghest marginal borrowing rate, per
annum compounded, and the maximum amount perntittéaw, from the date such costs or the like aceiired until the receipt of payment.

Section 14.3. Ratification. The Board of Trustees or the shareholders niify emmd make binding on the Trust any action or
inaction by the Trust or its officers to the ext#drdt the Board of Trustees or the shareholderkldwave originally authorized the matter.
Moreover, any action or inaction questioned in shgreholder’s derivative proceeding or any other
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proceeding on the ground of lack of authority, défe or irregular execution, adverse interest dfastee, officer or shareholder, non-
disclosure, miscomputation, the application of iogar principles or practices of accounting, or otlige, may be ratified, before or after
judgment, by the Board of Trustees or by the stadehs and, if so ratified, shall have the samed@nd effect as if the questioned actio
inaction had been originally duly authorized, andtsratification shall be binding upon the Trustl és shareholders and shall constitute ¢
to any claim or execution of any judgment in respdsuch questioned action or inaction.

Section 14.4. Ambiguity . In the case of an ambiguity in the applicatibamy provision of these Bylaws or any definition
contained in these Bylaws, the Board of Trusteadl blave the sole power to determine the applicatiosuch provisions with respect to any
situation based on the facts known to it and swethrdhination shall be final and binding unless deieed by a court of competent
jurisdiction to have been made in bad fa

Section 14.5. Inspection of Bylaws The Trustees shall keep at the principal offaxehe transaction of business of the Trust
the original or a copy of the Bylaws as amendedtioerwise altered to date, certified by the secyetahich shall be open to inspection by
shareholders at all reasonable times during offaas.

Section 14.6. Election to be Subject to Part of Title 3, Subtlle Notwithstanding any other provision containedhe
Declaration of Trust or these Bylaws, the Trusebgrelects to be subject to Section 3-804(b) apdf(€itle 3, Subtitle 8 of the Maryland
General Corporation Law (or any successor statuthjs Section 14.6 only may be repealed, in wiool part, by a subsequent amendment
to these Bylaws.

Section 14.7. Special Voting Provisions relating to Control SlsaréNotwithstanding any other provision containedeleor in
the Declaration of Trust or these Bylaws, TitleS8ptitle 7 of the Maryland General Corporation L@wvany successor statute) shall not a|
to any acquisition by any person of shares of beiabfnterest of the Trust. This section may bpealed, in whole or in part, at any time,
whether before or after an acquisition of contt@res and, upon such repeal, may, to the extenide by any successor bylaw, apply to
prior or subsequent control share acquisition.

ARTICLE XV

ARBITRATION

Section 15.1. Procedures for Arbitration of DisputesAny disputes, claims or controversies broughobgn behalf of any
shareholder of the Trust (which, for purposes &f ARTICLE XV, shall mean any shareholder of recordiny beneficial owner of shares of
the Trust, or any former shareholder of recordesrdficial owner of shares of the Trust), eitheha her or its own behalf, on behalf of the
Trust or on behalf of any series or class of shafdise Trust or shareholders of the Trust agdmstTrust or any Trustee, officer, manager
(including Reit Management & Research LLC or itscassor), agent or employee of the Trust, includisgutes, claims or controversies
relating to the meaning, interpretation, effectidiy, performance or enforcement of the Declamatof Trust or these Bylaws (all of which
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are referred to as “Disputes”) or relating in amgywio such a Dispute or Disputes shall, on the dehaé any party to such Dispute, be
resolved through binding and final arbitration atardance with the Commercial Arbitration Rulee(tRules”) of the American Arbitration
Association (“AAA”) then in effect, except as thdReles may be modified in this ARTICLE XV. For thgeoidance of doubt, and not as a
limitation, Disputes are intended to include deliik@actions against Trustees, officers or managgtise Trust and class actions by
shareholders against those individuals or entétresthe Trust. For the avoidance of doubt, a Desphall include a Dispute made
derivatively on behalf of one party against anotbesty.

Section 15.2. Arbitrators. There shall be three arbitrators. If thereanly two parties to the Dispute, each party shelbet
one arbitrator within 15 days after receipt by mrggent of a copy of the demand for arbitrationctSarbitrators may be affiliated or
interested persons of such parties. If eithelydfaits to timely select an arbitrator, the othartg to the Dispute shall select the second
arbitrator who shall be neutral and impartial ahdllsnot be affiliated with or an interested persdmrither party. If there are more than two
parties to the Dispute, all claimants, on the oaedhand all respondents, on the other hand, sheli select, by the vote of a majority of the
claimants or the respondents, as the case maybarbitrator. Such arbitrators may be affiliatednterested persons of the claimants or the
respondents, as the case may be. If either @thatas or all respondents fail to timely selecialitrator then such arbitrator (who shall be
neutral, impartial and unaffiliated with any pargfjall be appointed by the parties who have apeditite first arbitrator. The two arbitrators
so appointed shall jointly appoint the third andgiding arbitrator (who shall be neutral, imparéiatl unaffiliated with any party) within 15
days of the appointment of the second arbitraliothe third arbitrator has not been appointed imithe time limit specified herein, then the
AAA shall provide a list of proposed arbitratorsaocordance with the Rules, and the arbitratod $leahppointed by the AAA in accordance
with a listing, striking and ranking procedure, vitach party having a limited number of strikegleding strikes for cause.

Section 15.3. Place of Arbitration The place of arbitration shall be Boston, Maksaetts unless otherwise agreed by the
parties.

Section 15.4. Discovery. There shall be only limited documentary discgwardocuments directly related to the issues in
dispute, as may be ordered by the arbitrators.

Section 15.5. Awards. In rendering an award or decision (the “Awardhg arbitrators shall be required to follow therdeof
the State of Maryland. Any arbitration proceedingé®\ward rendered hereunder and the validity,atféad interpretation of this arbitration
agreement shall be governed by the Federal Arfatraict, 9 U.S.C. 81 et seq. The Award shall beviiting and may, but shall not be
required to, briefly state the findings of fact asahclusions of law on which it is based. Any mamg award shall be made and payable in
U.S. dollars free of any tax, deduction or offs€he party against which the Award assesses a mugnebligation shall pay that obligation
or before the 30th day following the date of theakaor such other date as the Award may provide.

Section 15.6. Costs and ExpensesExcept as otherwise set forth in the Declaratibfirust or these Bylaws, including
Section 14.2 of these Bylaws, or as otherwise agbeéveen the parties, each party involved in @ies shall bear its own costs and
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expenses (including attorneys’ fees), and theraitoits shall not render an award that would inclsitifting of any such costs or expenses
(including attorneys’ fees) or, in a derivative €&s class action, award any portion of the Trustisrd to the claimant or the claimant’s
attorneys. Each party (or, if there are more tiaamparties to the Dispute, all claimants, on the band, and all respondents, on the other
hand, respectively) shall bear the costs and exgsenfsits (or their) selected arbitrator and theigs: (or, if there are more than two parties to
the Dispute, all claimants, on the one hand, ahegbondents, on the other hand) shall equally theacosts and expenses of the third
appointed arbitrator.

Section 15.7. Final and Binding An Award shall be final and binding upon thetjee thereto and shall be the sole and
exclusive remedy between such parties relatingedispute, including any claims, counterclaimsyés or accounting presented to the
arbitrators. Judgment upon the Award may be edt@rany court having jurisdiction. To the fullesttent permitted by law, no application
or appeal to any court of competent jurisdictioryrba made in connection with any question of laisiag in the course of arbitration or with
respect to any award made except for actions mglati enforcement of this agreement to arbitratenyrarbitral award issued hereunder and
except for actions seeking interim or other pransil relief in aid of arbitration proceedings iryarourt of competent jurisdiction.

Section 15.8. Beneficiaries This ARTICLE XV is intended to benefit and baceable by the shareholders, Trustees,
officers, managers (including Reit Management &daesh LLC or its successor), agents or employe#sectrust and the Trust and shall be
binding on the shareholders of the Trust and thistTas applicable, and shall be in addition ta, @t in substitution for, any other rights to
indemnification or contribution that such individsi@r entities may have by contract or otherwise.
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SENIOR HOUSING PROPERTIES TRUST

AMENDED AND RESTATED BYLAWS

ARTICLE |

OFFICES

Section 1.1. Principal Office. The principal office of the Trust shall be laggitat such place or places as the Board of Trustee
may designate.

Section 1.2. Additional Offices. The Trust may have additional offices at suates$ as the Board of Trustees may from time
to time determine or the business of the Trust reguire.

ARTICLE Il
MEETINGS OF SHAREHOLDERS

Section 2.1. Place. All meetings of shareholders shall be held atghincipal office of the Trust or at such otheaqd as is
designated by the Trustees or the chairman of dledbor president.

Section 2.2. Annual Meeting An annual meeting of the shareholders for tieet&n of Trustees and the transaction of any
business within the powers of the Trust shall Hd hesuch times as the Trustees may designatituré-to hold an annual meeting does not
invalidate the Trust's existence or affect any othee valid acts of the Trust.

Section 2.3 Special Meeting. Special meetings of shareholders may be caligdly a majority of the Trustees then




office. If there shall be no Trustees, the officef the Trust shall promptly call a special megwfi the shareholders entitled to vote
for the election of successor Trustees for the gaef electing Trustees.

Section 2.4. Notice of Regular or Special MeetingdN'ritten notice specifying the place, day andrhafuany regular or special
meeting, the purposes of the meeting, to the exesntired by law to be provided, and all other eratrequired by law shall be given to each
shareholder of record entitled to vote, either peadly or by sending a copy thereof by mail, postpgepaid, to his or her address appearing
on the books of the Trust or theretofore given ioy ar her to the Trust for the purpose of noticeifono address appears or has been given,
addressed to the place where the principal offfdbe Trust is situated, or by electronic transimissincluding facsimile transmission, to any
address or number of such shareholder at whichitheeholder receives electronic transmissionmalfed, such notice shall be deemed to be
given once deposited in the U.S. mail addresséldetshareholder at his or her post office




address as it appears on the records of the Tithtpostage thereon prepaid. It shall be the dfithe secretary to give notice of each
meeting of the shareholders.

Section 2.5. Notice of Adjourned Meetings It shall not be necessary to give notice oftiime and place of any adjourned
meeting or of the business to be transacted thetkeat than by announcement at the meeting at which adjournment is taken.

Section 2.6. Scope of Meetings Except as otherwise expressly set forth elsesvimethese Bylaws, no business shall be
transacted at an annual or special meeting of Bblters except as specifically designated in thecamr otherwise properly brought before
the shareholders by or at the direction of the BadiTrustees.

Section 2.7. Organization of Shareholder Meeting&very meeting of shareholders shall be condueyean individual
appointed by the Board of Trustees to be chairpeo§dhe meeting or, in the absence of such app@int or the absence of the appointed
individual, by the chairman of the board or, in tase of a vacancy in the office or absence ottiagrman of the board, by one of the
following officers present at the meeting in thédwing order: the vice chairman of the board héte be one, the president, the vice
presidents in their order of seniority or, in thsence of such officers, a chairperson chosenédghiareholders by the vote of holders of
shares of beneficial interest representing a ntgjofithe votes cast on such appointment by shdder®present in person or represented by
proxy. The secretary, an assistant secretaryperson appointed by the Trustees or, in the abs#frsgch appointment, a person appointed
by the chairperson of the meeting shall act ases@gr of the meeting and record the minutes ofitketing. If the secretary presides as
chairperson at a meeting of the shareholders,ttieesecretary shall not also act as secretaryeofitbeting and record the minutes of the
meeting. The order of business and all other msatteprocedure at any meeting of shareholdersd Bealetermined by the chairperson of the
meeting. The chairperson of the meeting may pitessuch rules, regulations and procedures andstadie action as, in the discretion of s
chairperson, are appropriate for the proper condiitte meeting, including, without limitation: (egstricting admission to the time set for
commencement of the meeting; (b) limiting attendaaicthe meeting to shareholders of record of tiistTtheir duly authorized proxies or
other such persons as the chairperson of the ngemiity determine; (c) limiting participation at tmeeting on any matter to shareholders of
record of the Trust entitled to vote on such mattezir duly authorized proxies or other such pessas the chairperson of the meeting may
determine; (d) limiting the time allotted to quests or comments by participants; (e) maintainirdeoand security at the meeting;

(f) removing any shareholder or other person wifioses to comply with meeting procedures, rulesundgines as set forth by the
chairperson of the meeting; (g) concluding a meetinrecessing or adjourning the meeting to a d&e and time and at a place announc
the meeting; and (h) complying with any state a@l laws and regulations concerning safety andriggc Without limiting the generality ¢
the powers of the chairperson of the meeting puntsizethe foregoing provisions, the chairperson mdjpurn any meeting of shareholders
any reason deemed necessary by the chairpersdaudimg, without limitation, if (i) no quorum is psent for the transaction of the business,
(i) the Board of Trustees or the chairperson efrtieeting determines that adjournment is necessappropriate to enable the shareholders
to consider fully information that the Board of $tees or the chairperson of the meeting deterntiassiot been made sufficiently or timely
available to shareholders or (iii) the Board of §ieges or the chairperson of
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the meeting determines that adjournment is othermishe best interests of the Trust. Unless atiserdetermined by the chairperson of the
meeting, meetings of shareholders shall not beiredjto be held in accordance with the generakrofeparliamentary procedure or any
otherwise established rules of order.

Section 2.8. Quorum. At any meeting of shareholders, the presengeison or by proxy of shareholders entitled to aast
majority of all the votes entitled to be cast attsmeeting shall constitute a quorum; but thisieacthall not affect any requirement under
statute or the Declaration of Trust for the voteassary for the adoption of any measure. If, h@nesuch quorum shall not be present at any
meeting of the shareholders, the chairperson ofrtbeting shall have the power to adjourn the mgdtiom time to time without the Trust
having to set a new record date or provide anytaadil notice of such meeting, subject to any dadilion of the Trust to give notice pursuant
to Section 2.5. At such adjourned meeting at whicjuorum shall be present, any business may bsatted which might have been
transacted at the meeting as originally notifithe shareholders present, either in person or dyypat a meeting of shareholders which has
been duly called and convened and at which a quevamestablished may continue to transact busingdsadjournment, notwithstanding
the withdrawal of enough votes to leave less thgnaum then being present at the meeting.

Section 2.9. Voting .

€)) With regard to election of a Trustee, and excephag be mandated by applicable law or the listeguirements of the
principal exchange on which the Trust's common ebaire listed: (i) a majority of all the votes catsh meeting of shareholders duly called
and at which a quorum is present shall be sufftdierelect a Trustee in an uncontested electiod;(&na +rajerityplurality of all the shares
entitled to vote at a meeting of shareholders dalled and at which a quorum is present shall ficsnt to elect a Trustee in a contested
election (which, for purposes of these Bylaws nskection at which the number of nominees excétssisumber of Trustees to be elected at
the meeting). Each share may be voted for as nmaividuals as there are Trustees to be electeda@anghose election the share is entitle
be voted.

(b) With regard to any other matter which may propedyne before a meeting of shareholders duly caleldad which a
qguorum is present, and except as may be mandatagpbgable law, by the listing requirements of gincipal exchange on which the
Trust's common shares are listed or by a specifiwipion of the Declaration of Trust, (i) if suchatter is approved by at least 75% of the
Trustees then in office, including 75% of the Indegent Trustees then in office, a majority of la#l votes cast at the meeting shall be
required to approve such matter; and (ii) if sudtter is not approved by at least 75% of the Tassthen in office, including 75% of the
Independent Trustees then in office, 75% of allghares entitled to vote at the meeting shall haired to approve such matter.

Section 2.10. Proxies. A shareholder may cast the votes entitled todst by him or her either in person or by proxyoexed
by the shareholder or by his or her duly authorizgent in any manner permitted by law. Such pshall be filed with such officer of the
Trust or third party agent as the Board of Trustdesl have designated for such purpose for vetibo at or
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prior to such meeting. Any proxy relating to theidt's shares of beneficial interest shall be vatitil the expiration date therein or, if no
expiration is so indicated, for such period asemptted pursuant to Maryland law. At a meetinglodreholders, all questions concerning the
qualification of voters, the validity of proxiemy@the acceptance or rejection of votes, shallemédéd by or on behalf of the chairperson of
the meeting, subject to Section 2.13.

Section 2.11. Record Date The Board of Trustees may fix the date for deieation of shareholders entitled to notice of &m
vote at a meeting of shareholders. If no dateedffor the determination of the shareholderstketito vote at any meeting of shareholders,
only persons in whose names shares entitled toareteecorded on the share records of the Trdkeaipening of business on the day of any
meeting of shareholders shall be entitled to vosgiah meeting.

Section 2.12. Voting of Shares by Certain HoldersShares of the Trust registered in the nameaafrporation, partnership, trt
or other entity, if entitled to be voted, may beedbby the president or a vice president, a gempandher or trustee thereof, as the case may be
or a proxy appointed by any of the foregoing indials, unless some other person who has been &ggoinvote such shares pursuant to a
bylaw or a resolution of the governing body of saohporation or other entity or pursuant to an agrent of the partners of the partnership
presents a certified copy of such bylaw, resolutipagreement, in which case such person may vete shares. Any trustee or other
fiduciary may vote shares registered in his orrtaane as such fiduciary, either in person or by yrox

Section 2.13. Inspectors

€)) Before or at any meeting of shareholders, the phason of the meeting may appoint one or more psras inspectors for
such meeting. Such inspectors shall (i) asceanathreport the number of shares of beneficial @serepresented at the meeting, in person or
by proxy and the validity and effect of proxies) (eceive and tabulate all votes, ballots or cotsg(iii) report such tabulation to the
chairperson of the meeting and (iv) perform sudteotcts as are proper to conduct the electiomtimgy at the meeting.

(b) Each report of an inspector shall be in writing aighed by him or her or by a majority of themhiéte is more than one
inspector acting at such meeting. If there is niba®m one inspector, the report of a majority shalthe report of the inspectors. The repo
the inspector or inspectors on the number of shamesented at the meeting and the results ofdtieg shall be priméacie evidence
thereof.

Section 2.14. Nominations and Other Proposals to be Considerdtbatings of ShareholdersNominations of individuals for
election to the Board of Trustees and the proposather business to be considered by the sharetwit meetings of shareholders may be
properly brought before the meeting only as sehfir this Section 2.14. All judgments and deterations made by the Board of Trustees or
the chairperson of the meeting, as applicable, utdie Section 2.14 (including, without limitatiojudgments and determinations as to the
propriety of a proposed nomination or a proposaitbér business for consideration by
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shareholders) shall be final and binding unlessrdehed by a court of competent jurisdiction to é&een made in bad faith.

Section 2.14.1. Annual Meetings of Shareholders

€)) A shareholder of the Trust may recommend to the iNatimg and Governance Committee of the Board aktes an
individual as a nominee for election to the Board mstees. Such recommendation shall be maderitew notice to the Chair of such
committee and the Secretary of the Trust, whicliceathould contain or be accompanied by the inftionand documents with respect to
such recommended nominee and shareholder thashachholder believes to be relevant or helpfuhéoNominating and Governance
Committee’s deliberations. In considering suclonamendation, the Nominating and Governance Comenittay request additional
information concerning the recommended nomine@®ishareholder making the recommendation. The Natmig and Governance
Committee of the Board of Trustees will considey anch recommendation in its discretion. A shalddroseeking to make a nomination of
an individual for election to the Board of Trusteegst make such nomination in accordance with S8e&il4.1(b)(ii).

(b) Nominations of individuals for election to the Bdaf Trustees at an annual meeting of sharehoidaysbe properly
brought before the meeting (i) pursuant to the flsuwtice of meeting by or at the direction of Beard of Trustees or (ii) by any one or
more shareholders of the Trust who (A) (1) at taeaf the giving of the notice provided for ingl8ection 2.14.1, individually or in the
aggregate, hold at least 3% of the Trust’s shafrbsmeficial interest entitled to vote at the megtbn such election and have held such share:
continuously for at least three years, and (2)ioaously hold such shares through and includingithe of the annual meeting (including ¢
adjournment or postponement thereof), (B) are easlareholder of record of the Trust at the timgiwihg the notice provided for in this
Section 2.14.1 through and including the time efaémnual meeting (including any adjournment or pars¢ment thereof), (C) are each
entitled to make nominations and to vote at theting®n such election and (D) comply with the netirocedures set forth in this
Section 2.14.1 as to such nomination. Section.2(tXii) shall be the exclusive means for any shatder to make nominations of
individuals for election to the Board of Trustees.

(c) The proposal of business to be considered by theekblders at an annual meeting of shareholddrer ttan the
nomination of individuals for election to the BoafiTrustees, may be properly brought before thetme (i) pursuant to the Trusthotice o
meeting by or at the direction of the Board of Tees or (ii) by any shareholder of the Trust whl§as continuously held at least $2,000 in
market value, or 1%, of the Trust's shares entittedote at the meeting on the proposal for sudinass for at least one year from the date
such shareholder gives the notice provided fohim $ection 2.14.1, and continuously holds sucheshtarough and including the time of the
annual meeting (including any adjournment or pasgpoent thereof), (B) is a shareholder of recotti@time of giving the notice provided
for in this Section 2.14.1 through and including thme of the annual meeting (including any adjowent or postponement
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thereof), (C) is entitled to propose such busiraeskto vote at the meeting on the proposal for swsiness and (D) complies with the notice
procedures set forth in this Section 2.14.1 asith usiness. Section 2.14.1(c)(ii) shall be tt@usive means for a shareholder to propose
business before an annual meeting of shareholeberspt (x) to the extent of matters which are neflito be presented to shareholders by
applicable law which have been properly presemeatcordance with the requirements of such law(gnhdominations of individuals for
election to the Board of Trustees shall be madeaordance with Section 2.14.1(b). For purposetetdrmining compliance with the
requirement in subclause (A) of Section 2.14.1lijcktie market value of the Trust’s shares heldHgyapplicable shareholder shall be
determined by multiplying the number of shares ssli@reholder continuously held for that one-yeaiopeby the highest selling price of the
Trust shares as reported on the principal exchangehich the Trust's common shares are listed duttie 60 calendar days before the date
such notice was submitted.

(d) For nominations for election to the Board of Traster other business to be properly brought beforannual meeting by
one or more shareholders pursuant to Section 2.4dch shareholder(s) shall have given timely edtiereof in writing to the secretary of
Trust in accordance with this Section 2.14 and satbbr business shall otherwise be a proper miattexction by shareholders. To be timely,
the notice of such shareholder(s) shall set fditimfmrmation required under this Section 2.14 ahdll be delivered to the secretary at the
principal executive offices of the Trust not latiean 5:00 p.m. (Eastern Time) on the 120th dayeawoiier than the 150th day prior to the first
anniversary of the date of the proxy statementHerpreceding year’s annual meeting ; provided,ewvaw, that in the event that the annual
meeting is called for a date that is more than&g@scdbarlier or later than the first anniversaryhef date of the preceding year’'s annual
meeting, notice by such shareholder(s) to be tirakfl be so delivered not later than 5:00 p.ms{&a Time) on the 10th day following the
earlier of the day on which (i) notice of the dafehe annual meeting is mailed or otherwise maaélable or (ii) public announcement of t
date of the annual meeting is first made by thestTriNeither the postponement or adjournment afrarual meeting, nor the public
announcement of such postponement or adjournnteait,commence a new time period for the giving obéice of one or more shareholders
as described above. No shareholder may give eentitithe secretary described in this Section 2(@i#unless such shareholder holds a
certificate for all shares of beneficial interestie Trust owned by such shareholder during mies described in Section 2.14.1(b), in the
of a nomination of one or more individuals for ¢iec to the Board of Trustees, or Section 2.14,lfc)he case of the proposal of other
business, and a copy of each such certificatelheklich shareholder at the time of giving suchceashall accompany such shareholder’s
notice to the secretary in order for such noticbaeffective.

A notice of one or more shareholders pursuantigoShction 2.14.1 shall set forth:
(A) separately as to each individual whom such shadeh@) propose to nominate for election or reebectis a

Trustee (a “Proposed Nominee”) and any ProposedihmarAssociated Person (as defined in Section gy,
(1) the




name, age, business address and residence adilsest &roposed Nominee and the name and addresisiof
Proposed Nominee Associated Person, (2) a stateshertether such Proposed Nominee is proposed for
nomination as an Independent Trustee (as defin€gdation 3.2) or a Managing Trustee (as definekiction 3.2)
and a description of such Proposed Nominee’s qeatibns to be an Independent Trustee or Managingtée, as
the case may be, and such Proposed Nominee’'sigatdifis to be a Trustee pursuant to the critezidcsth in
Section 3.1, (3) the class, series and numberyshares of beneficial interest of the Trust thiat directly or
indirectly, beneficially owned or owned of recorgl duich Proposed Nominee or by such Proposed Nominee
Associated Person, (4) the date such shares wgvired and the investment intent of such acquisit{f) a
description of all purchases and sales of secsiritig¢he Trust by such Proposed Nominee or by fuoposed
Nominee Associated Person during the previous 3imperiod, including the date of the transactidhs,class,
series and number of securities involved in thedaations and the consideration involved, (6) ariigson of all
Derivative Transactions (as defined in Section Z()) by such Proposed Nominee or by such PropNsatinee
Associated Person during the previous 36 monttogeincluding the date of the transactions andcthss, series
and number of securities involved in, and the nia@teconomic terms of, the transactions, such desan to
include, without limitation, all information thatish Proposed Nominee or Proposed Nominee Assodaesbn
would be required to report on an Insider Repatdefined in Section 2.14.1(q)) if such Proposeciee or
Proposed Nominee Associated Person were a Trustkee ®rust or the beneficial owner of more thafaléf the
shares of the Trust at the time of the transacti@f)sany performance related fees (other tharsaatdased fee) to
which such Proposed Nominee or such Proposed Neminsociated Person is entitled based on any iserea
decrease in the value of any shares of benefitiatést of the Trust or instrument or arrangemétti®type
contemplated within the definition of Derivativeahsaction, if any, including, without limitatiomysuch interes
held by members of such Proposed Nominee’s or Bughosed Nominee Associated Person’s immediatdyfami
sharing the same household with such Proposed Nentinsuch Proposed Nominee Associated Person, (8)
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any proportionate interest in shares of the Trugtstrument or arrangement of the type contemglati¢hin the
definition of Derivative Transaction held, directly indirectly, by a general or limited partnershipvhich such
Proposed Nominee or such Proposed Nominee Assddvaeson is a general partner or, directly or axtly,
beneficially owns an interest in a general part(@ra description of all direct and indirect compation and other
material monetary agreements, arrangements andstaddings during the past three years, and argr athterial
relationships, between or among any shareholdemgake nomination, any Proposed Nominee Associated
Person, or any of their respective affiliates asgbaiates, or others acting in concert therewittthe one hand, ai
each Proposed Nominee, or his or her respectii@ats$ and associates, or others acting in cortberewith, on
the other hand, including, without limitation, adformation that would be required to be disclopadsuant to Iltem
404 of Regulation S-K promulgated by the U.S. Siiesrand Exchange Commission (the “S.E.C.") (amg a
successor regulation), if any shareholder makiegitbmination and any Proposed Nominee AssociatesbRPen
whose behalf the nomination is made, or any aféliar associate thereof or person acting in cortherewith, wer
the “registrant” for purposes of such rule andPineposed Nominee were a director or executive @ffat such
registrant, (10) any rights to dividends on thersha@f beneficial interest of the Trust owned baiegfy by such
Proposed Nominee or such Proposed Nominee Assddrateson that are separated or separable from the
underlying shares of the Trust, (11) to the exkertwn by such Proposed Nominee or such Proposedridem
Associated Person, the name and address of anypetson who owns, of record or beneficially, ahgres of
beneficial interest of the Trust and who suppdréesRroposed Nominee for election or reelection Bsuatee and
(12) all other information relating to such Propb&minee or such Proposed Nominee Associated iRPénadis
required to be disclosed in solicitations of prexier election of Trustees in an election contesef if an election
contest is not involved), or is otherwise requiredgach case, pursuant to Section 14 (or any ssoc@rovision) ¢
the Securities Exchange Act of 1934, as amended'Bkchange Act”), and the rules and regulatiorsmrigated
thereunder;




(B)

(©)

(D)

as to any other business that the shareholder pespto bring before the meeting, (1) a descriptfossuch
business, (2) the reasons for proposing such basmiethe meeting and any material interest in busimess of
such shareholder or any Shareholder Associate@d® éas defined in Section 2.14.1(g)), including anticipated
benefit to such shareholder or any Shareholder datsal Person therefrom, (3) a description of gdeaments,
arrangements and understandings between such sltiend Shareholder Associated Person amongastiee:
or with any other person or persons (includingrthaimes) in connection with the proposal of suc$iress by suc
shareholder and (4) a representation that suclelsblaier intends to appear in person or by proxji@meeting to
bring the business before the meeting;

separately as to each shareholder giving the natideany Shareholder Associated Person, (1) tiss,daries and
number of all shares of the Trust that are ownegaodrd by such shareholder or by such Sharehdiskociated
Person, if any, (2) the class, series and numbemaf the nominee holder for, any shares of beiaéfiterests of
the Trust that are owned, directly or indirectlgnkficially but not of record by such shareholdebysuch
Shareholder Associated Person, if any, (3) withbeesto the shares referenced in the foregoingsel(dl) and (2),
the date such shares were acquired and the invessinbent of such acquisition and (4) all infornaattirelating to
such shareholder and Shareholder Associated P#rabis required to be disclosed in connection it
solicitation of proxies for election of Trusteesain election contest (even if an election contesabt involved), or |
otherwise required, in each case, pursuant to@et# (or any successor provision) of the Exchakgeand the
rules and regulations promulgated thereunder;

separately as to each shareholder giving the natideany Shareholder Associated Person, (1) the aauch
address of such shareholder, as they appear arrdkes share ledger and the current name and ssldfe
different, of such shareholder and Shareholder éiated Person and (2) the investment strategy jectie, if
any, of such shareholder or Shareholder AssocRg¢gsion and a copy of the prospectus, offering mantwm or
similar document, if any, provided to investorgotential
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(E)

(F)

investors in such shareholder or Shareholder AasetiPerson;

separately as to each shareholder giving the natideany Shareholder Associated Person, (1) aigésarof all
purchases and sales of securities of the Trustibly shareholder or Shareholder Associated Persamgdie
previous 36 month period, including the date oftthesactions, the class, series and number ofiesunvolved
in the transactions and the consideration involy2da description of all Derivative Transactionysduch
shareholder or Shareholder Associated Person dtiéngrevious 36 month period, including the ddtdhe
transactions and the class, series and numbecofiges involved in, and the material economiertgrof, the
transactions, such description to include, witHoaitation, all information that such shareholderShareholder
Associated Person would be required to report omsider Report if such shareholder or Sharehofdsiociated
Person were a Trustee of the Trust or the benkéeraer of more than 10% of the shares of the Tatighe time of
the transactions, (3) any performance related (f@ber than an asset based fee) to which suchtsiides or
Shareholder Associated Person is entitled baseshpincrease or decrease in the value of sharée dfrust or
instrument or arrangement of the type contemplaiéiin the definition of Derivative Transaction,ahy, as of the
date of such notice, including, without limitatiaany such interests held by members of such shialet®or
Shareholder Associated Person ‘s immediate farhdyisg the same household with such shareholder or
Shareholder Associated Person, (4) any proporgéoinétrest in shares of the Trust or instrumerroangement of
the type contemplated within the definition of Dreative Transaction held, directly or indirectly, &ygeneral or
limited partnership in which such shareholder car8holder Associated Person is a general partnélirectly or
indirectly, beneficially owns an interest in a geigartner and (5) any rights to dividends onghares of the Tru
owned beneficially by such shareholder or Sharedroddsociated Person that are separated or sepdraivl the
underlying shares of the Trust;

to the extent known by the shareholder giving tbiice, the name and address of any other persorowhs,
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(e)

(f)

(9)

(G)

beneficially or of record, any shares of benefigidrest of the Trust and who supports the nomfoeelection or
reelection as a Trustee or the proposal of othsinkss; and

if more than one class or series of beneficialr@gkin the Trust is outstanding, the class anésef shares of
beneficial interest of the Trust entitled to vode $uch Proposed Nominee and/or shareholder’s pebpas
applicable.

A notice of one or more shareholders making a nation pursuant to Section 2.14.1(b)(ii) shall becaspanied by:

(A)

(B)

a signed and notarized statement of each sharetwideg the notice certifying that (1) all infori@n contained
in the notice is true and complete in all respg@pthe notice complies with this Section 2.14dd (3) such
shareholder will continue to hold all shares refessl in Section 2.14.1(b)(ii)(A) through and indhuglthe time of
the annual meeting (including any adjournment atpanement thereof); and

a signed and notarized certificate of each Propb&edinee (1) certifying that the information comtad in the
notice regarding such Proposed Nominee and anyoBedgpNominee Associated Person is true and comghete
complies with this Section 2.14.1 and (2) consentinbeing named in the shareholder’s proxy stattae a
nominee and to serving as a Trustee if elected.

Notwithstanding anything in the second sentenc®eaftion 2.14.1(d) to the contrary, in the event tha number of

Trustees to be elected to the Board of Trusteieeisased and there is no public announcementabf action at least 130 days prior to the
first anniversary of the date of the proxy statenfenthe preceding year's annual meeting, a stadeln’s notice required by this

Section 2.14.1 also shall be considered timely ol with respect to nominees for any new posgioreated by such increase, if the notic
delivered to the secretary at the principal exeeuwbiffices of the Trust not later than 5:00 p.magtern Time) on the 10th day immediately
following the day on which such public announcemisiirst made by the Trust.

For purposes of this Section 2.14, (i) “Shareholesociated Person” of any shareholder shall maxarfy person acting

in concert with, such shareholder, (B) any diredndirect beneficial owner of shares of benefigdérest of the Trust owned
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of record or beneficially by such shareholder a@@pdny person controlling, controlled by or undemenon control with such shareholder
Shareholder Associated Person; (ii) “Proposed Nemifsssociated Person” of any Proposed Nominee stggh (A) any person acting in
concert with such Proposed Nominee, (B) any divedhdirect beneficial owner of shares of benefigiterest of the Trust owned of record
beneficially by such Proposed Nominee and (C) argqn controlling, controlled by or under commonteol with such Proposed Nominee
or a Proposed Nominee Associated Person; (iii) ii2¢ive Transaction” by a person shall mean anyt(Ajsaction in, or arrangement,
agreement or understanding with respect to, angmpivarrant, convertible security, stock appraciatight or similar right with an exercise,
conversion or exchange privilege, or settlementigayt or mechanism related to, any security of thes{l or similar instrument with a value
derived in whole or in part from the value of awg#ty of the Trust, in any such case whether orinistsubject to settlement in a security of
the Trust or otherwise or (B) any transaction, mgeanent, agreement or understanding which incledédcludes an opportunity for such
person, directly or indirectly, to profit or shaneany profit derived from any increase or decreagbe value of any security of the Trust, to
mitigate any loss or manage any risk associated aviy increase or decrease in the value of anyiggofithe Trust or to increase or decre
the number of securities of the Trust which suats@e was, is or will be entitled to vote, in anglsicase whether or not it is subject to
settlement in a security of the Trust or otherwés®d (iv) “Insider Reportshall mean a statement required to be filed putsiwaBection 16 ¢
the Exchange Act (or any successor provisions) ppgraon who is a Trustee of the Trust or who isdlly or indirectly the beneficial owner
of more than 10% of the shares of the Trust.

Section 2.14.2. Shareholder Nominations or Other Proposals CauSowgnant Breaches or Default#t the
same time as the submission of any shareholdernmadiomn or proposal of other business to be consdlat a shareholders meeting that, if
approved and implemented by the Trust, would ctus&rust or any subsidiary (as defined in Secfid®.5(c)) of the Trust to be in breach
of any covenant of the Trust or any subsidiaryhef Trust or otherwise cause a default (in any cailk,or without notice or lapse of time) in
any existing debt instrument or agreement of thesfTor any subsidiary of the Trust or other matexatract or agreement of the Trust or
subsidiary of the Trust, the proponent sharehaddehareholders shall submit to the secretaryeaptincipal executive offices of the Trust
(a) evidence satisfactory to the Board of Trustddhe lender’s or contracting pargyWwillingness to waive the breach of covenant daulé or
(b) a detailed plan for repayment of the indebtsdre the lender or curing the contractual breaatetault and satisfying any resulting
damage claim, specifically identifying the actiagase taken or the source of funds, which plan rhastatisfactory to the Board of Trustee
its discretion, and evidence of the availabilitytie Trust of substitute credit or contractual mgements similar to the credit or contractual
arrangements which are implicated by the shareholoiination or other proposal that are at leashasrable to the Trust, as determined by
the Board of Trustees in its discretion. As amneple and not as a limitation, at the time theseafdgl are being amended and restated, the
Trust is party to a bank credit facility that cantacovenants which prohibit certain changes imtla@agement and policies of the Trust
without the approval of the lenders; accordinglghareholder nomination or proposal which implisdteese covenants shall be accompanied
by a waiver of these covenants duly executed byémis or by evidence satisfactory to the Board of
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Trustees of the availability of funding to the Trts repay outstanding indebtedness under thistdiegdlity and of the availability of a new
credit facility on terms as favorable to the Trastthe existing credit facility.

Section 2.14.3. Shareholder Nominations or Other Proposals Requiiavernmental Action If (a) submission
of any shareholder nomination or proposal of othesiness to be considered at a shareholders meletingould not be considered or, if
approved, implemented by the Trust without the Traisy subsidiary of the Trust, the proponent dhnalder, any Proposed Nominee of such
shareholder, any Proposed Nominee Associated Pefsuth Proposed Nominee, any Shareholder AssacRerson of such shareholder,
the holder of proxies or their respective affilat® associates filing with or otherwise notifyimgobtaining the consent, approval or other
action of any federal, state, municipal or othevagamental or regulatory body (a “Governmental 8t or (b) such shareholder’s
ownership of shares of the Trust or any solicitatid proxies or votes or holding or exercising pesxoy such shareholder, any Proposed
Nominee of such shareholder, any Proposed Nomissedated Person of such Proposed Nominee, angl8lider Associated Person
such shareholder, or their respective affiliateassociates would require Governmental Action, théthe same time as the submission of
any shareholder nomination or proposal of otheirtass to be considered at a shareholders medtmgroponent shareholder or sharehol
shall submit to the secretary at the principal eXge offices of the Trust (x) evidence satisfagttor the Board of Trustees that any and all
Governmental Action has been given or obtainedudiog, without limitation, such evidence as theaBbof Trustees may require so that
nominee may be determined to satisfy any suitghilitother requirements or (y) if such evidence natsobtainable from a governmental or
regulatory body by such time despite the sharelslddigent and best efforts, a detailed planfmaking or obtaining the Governmental
Action prior to the election of any such Proposexihee or the implementation of such proposal, tvipian must be satisfactory to the
Board of Trustees in its discretion. As an exangplé not as a limitation, at the time these Bylavesbeing amended and restated, the Trust
holds a controlling ownership position in a compémyned and licensed as an insurance company iStéte of Indiana. The laws of the
State of Indiana have certain regulatory requir@séar any person who seeks to control (as defuratker Indiana law) a company which
itself controls an insurance company domicilechim $tate of Indiana, including by exercising prexiepresenting 10% or more of its voting
securities. Accordingly, a shareholder who seelexercise proxies for a nomination or a propoffatting the governance of the Trust shall
obtain any applicable approvals from the Indiarsauiance regulatory authorities prior to exercisaogh proxies. Similarly, as a further
example and not as a limitation, at the time thi®daws are being amended and restated, the Truss bealthcare facilities in various states;
such facilities are governed by and subject ta¢lgellatory and licensing requirements of the statehich such facility is located. The
licensing terms or regulatory regime of certainestavith jurisdiction over the Trust may requiratthertain consents or approvals be obtained
prior to the Trust considering or implementing aertactions, including potentially requiring thaPeoposed Nominee obtain regulatory
approval or consent prior to being nominated foelected as a Trustee. Accordingly, a sharehalderination or shareholder proposal that,
if approved, would require the Trust to obtain to@sent or approval of a state authority due tddahethat the Trust owns licensed health¢
facilities in such state, shall be accompanied\igience that the shareholder or Proposed Nomingeittzer secured the required approva
consents from all applicable state regulatory aitiks or if such required approvals have not beletained, then the shareholder nomination
or other proposal shall be accompanied by a comngfapplications or forms
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required to be completed by the Proposed Nominsbaneholder as submitted or to be submitted tapiplicable state authorities so that the
Board of Trustees may determine the likelihood thatshareholder or the Proposed Nominee, as apjdicwill receive any such required
approval.

Section 2.14.4. Special Meetings of Shareholder#\s set forth in Section 2.6, only business biduigfore the
meeting pursuant to the Trust's notice of meetimgllde conducted at a special meeting of shareh®ldNominations of individuals for
election to the Board of Trustees only may be nadespecial meeting of shareholders at which assare to be elected: (a) pursuant to the
Trust's notice of meeting; (b) otherwise properly brouggiore the meeting by or at the direction of tloail of Trustees; or (c) provided t
the Board of Trustees has determined that Trustesltbe elected at such special meeting, by aaseslolder of the Trust who is a
shareholder of record both at the time of givingiofice provided for in this Section 2.14.4 throwgtd including the time of the special
meeting, who is entitled to vote at the meetingoch election and who has complied with the ngitoeedures and other requirements set
forth in this Section 2.14.4. In the event thesEmralls a special meeting of shareholders foptirpose of electing one or more Trustees to
the Board of Trustees, any such shareholder maynatenan individual or individuals (as the case rbayfor election as a Trustee as
specified in the Trust’s notice of meeting, if gteareholder satisfies the holding period and éeatié requirements set forth in Section 2.14.1
(b) and Section 2.14.1(d), the shareholder’s natm#ains or is accompanied by the information @mcliments required by Section 2.14 and
the shareholder has given timely notice thereafriting to the secretary of the Trust at the pniatiexecutive offices of the Trust. To be
timely, a shareholder’s notice shall be deliveethe secretary of the Trust at the principal efeewffices of the Trust not earlier than the
150th day prior to such special meeting and net ldtan 5:00 p.m. (Eastern Time) on the later)ah@ 120th day prior to such special
meeting or (ii) the 10th day following the day ohieh public announcement is first made of the détthe special meeting and of the
nominees proposed by the Trustees to be elecgdahtmeeting. Neither the postponement or adjoemimof a special meeting, nor the
public announcement of such postponement or adjoemnt, shall commence a new time period for thengiwif a shareholder’s notice as
described above.

Section 2.14.5. General

€)) If information submitted pursuant to this Sectioh42by any shareholder proposing a nominee fotieleas a Trustee or
any proposal for other business at a meeting aktsidders shall be deemed by the Board of Trusteesnplete or inaccurate, any authori:
officer or the Board of Trustees or any committeeréof may treat such information as not havingi@evided in accordance with this
Section 2.14. Any notice submitted by a sharehrgbdiesuant to this Section 2.14 that is deemedbyBoard of Trustees inaccurate,
incomplete or otherwise fails to satisfy completafy provision of this Section 2.14 shall be deeuhef@ctive and shall thereby render all
proposals and nominations set forth in such natefective. Upon written request by the secretdth® Trust or the Board of Trustees or :
committee thereof (which may be made from timdrtee}, any shareholder proposing a nominee for ielees a Trustee or any proposal for
other business at a meeting of shareholders stwlide, within three
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business days after such request (or such othierdpes may be specified in such request), (i) emitzerification, satisfactory to the secretary
or any other authorized officer or the Board of Stees or any committee thereof, in his, her adigsretion, to demonstrate the accuracy of
any information submitted by the shareholder purst@this Section 2.14, (ii) written responsegmformation reasonably requested by the
secretary, the Board of Trustees or any committeeebf and (iii) a written update, to a currenedat any information submitted by the
shareholder pursuant to this Section 2.14 as efbalier date. If a shareholder fails to providetswritten verification, information or update
within such period, the secretary or any other auitled officer or the Board of Trustees may tréatinformation which was previously
provided and to which the verification, requestpdate relates as not having been provided in daoge with this Section 2.14; provided,
however, that no such written verification, respoos update shall cure any incompleteness, inacgunafailure in any notice provided by a
shareholder pursuant to this Section 2.14. hésresponsibility of a shareholder who wishes ta@r@nomination or other proposal to
comply with the requirements of Section 2.14; nughin this Section 2.14.5(a) or otherwise shalateeany duty of the Trust, the Board of
Trustees or any committee thereof nor any offidghe Trust to inform a shareholder that the infation submitted pursuant to this

Section 2.14 by or on behalf of such shareholdercemplete or inaccurate or not otherwise in adance with this Section 2.14 nor require
the Trust, the Board of Trustees, any committeth@Board of Trustees or any officer of the Trostedquest clarification or updating of
information provided by any shareholder, but thaloof Trustees, a committee thereof or the segreting on behalf of the Board of
Trustees or a committee, may do so in its, hiseordiscretion.

(b) Only such individuals who are nominated in accoocganith this Section 2.14 shall be eligible foratien by shareholders
as Trustees and only such business shall be ca@wlatt meeting of shareholders as shall havereperly brought before the meeting in
accordance with this Section 2.14. The chairpecddhe meeting and the Board of Trustees shal dawe the power to determine whether a
nomination or any other business proposed to bedhtdbefore the meeting was made or proposed gasatte may be, in accordance with
Section 2.14 and, if any proposed nomination oeotusiness is determined not to be in compliante this Section 2.14, to declare that
such defective nomination or proposal be disreghrde

(c) For purposes of this Section 2.14: (i) “public anncement” shall mean disclosure in (A) a pressasglgeported by the
Dow Jones News Service, Associated Press, Busiiges PR Newswire or any other widely circulatedvseor wire service or (B) a
document publicly filed by the Trust with the S.Egtirsuant to the Exchange Act; and (i) “subsigiahall include, with respect to a person,
any corporation, partnership, joint venture or o#tity of which such person (A) owns, directlyindirectly, 10% or more of the outstand
voting securities or other interests or (B) hagespn designated by such person serving on, gh dontractual or otherwise, to designate a
person, so to serve on, the board of directorarfatogous governing body).

(d) Notwithstanding the foregoing provisions of thisen 2.14, a shareholder shall also comply witlapplicable legal
requirements, including, without
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limitation, applicable requirements of state lavd &me Exchange Act and the rules and regulatiom®tinder, with respect to the matters set
forth in this Section 2.14. Nothing in this Seatd.14 shall be deemed to require that a sharehotdeination of an individual for election to
the Board of Trustees or a shareholder proposatimglto other business be included in the Teugtbxy statement, except as may be reqt
by law.

(e The Board of Trustees may from time to time reqaing individual nominated to serve as a Trustesgtee in writing with
regard to matters of business ethics and confidigtivhile such nominee serves as a Trustee, agokement to be on the terms and in a
form (the “Agreement”) determined satisfactory bg Board of Trustees, as amended and supplementadifme to time in the discretion of
the Board of Trustees. The terms of the Agreemmayt be substantially similar to the Code of Bussn@snduct and Ethics of the Trust or
any similar code promulgated by the Trust (the “€oflBusiness Conduct”) or may differ from or sugpent the Code of Business Conduct.

® Determinations required or permitted to be madesutiis Section 2.14 by the Board of Trustees neagidlegated by the
Board of Trustees to a committee of the Board ofsTaes, subject to applicable law.

Section 2.15. No Shareholder Actions by Written CongenShareholders shall not be authorized or perthttidake any action
required or permitted to be taken at a meetindhafeholders by written consent, and may take satbreonly at shareholders meeting of the
Trust.

Section 2.16. Voting by Ballot. Voting on any question or in any election maywbge vote unless the chairperson of the
meeting or any shareholder shall demand that vditengy ballot.

Section 2.17. Proposals of Business Which Are Not Proper MaftenrsAction By Shareholders Notwithstanding anything in
these Bylaws to the contrary, subject to applicédle any shareholder proposal for business thgesutnatter or effect of which would be
within the exclusive purview of the Board of Trusdeor would reasonably likely, if considered by shareholders or approved or
implemented by the Trust, result in an impairmdrthe limited liability status for the Trust’s slednolders, shall be deemed not to be a matter
upon which the shareholders are entitled to vatee Board of Trustees in its discretion shall betled to determine whether a shareholder
proposal for business is not a matter upon whietstiareholders are entitled to vote pursuant $oSbction 2.17, and its decision shall be
final and binding unless determined by a courtasfipetent jurisdiction to have been made in badh fait

ARTICLE Il
TRUSTEES

Section 3.1. General Powers; Qualifications; Trustees HoldingOvThe business and affairs of the Trust shall heaged
under the direction of its Board of Trustees. Astee
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shall be an individual at least 21 years of age ishmt under legal disability. To qualify for nomation or election as a Trustee, an

individual, at the time of nomination and electishall, without limitation, (a) have substantiapextise or experience relevant to the business
of the Trust and its subsidiaries, (b) not havenbmmnvicted of a felony, (c) meet the qualificasarf an Independent Trustee or a Managing
Trustee, each as defined in Section 3.2, as thernay be, depending upon the position for whicthsadividual may be nominated and
elected and (d) have been nominated for electidhadoard of Trustees in accordance with Sectiéd.2(b). In case of failure to elect
Trustees at an annual meeting of the shareholdfersncumbent Trustees shall hold over and contiowkrect the management of the
business and affairs of the Trust until they masjgre or until their successors are elected andfgual

Section 3.2. Independent Trustees and Managing Truste&snajority of the Trustees holding office shatlall times be
Independent Trustees; provided, however, that @pf@ilure to comply with this requirement as a tesfithe creation of a temporary vacai
which shall be filled by an Independent Trusteeethibr as a result of enlargement of the Board o$fEes or the resignation, removal or
death of a Trustee who is an Independent Trustes, iI=quirement shall not be applicable. An “Inslegent Trustee” is one who is not an
employee of the Advisor (as defined in the Declarabf Trust), who is not involved in the Trust'aydto day activities, who meets the
qualifications of an independent trustee undeeelaration of Trust and who meets the qualificagiof an independent director (not
including the specific independence requiremenfdicgble only to members of the Audit Committedtod Board of Trustees) under the
applicable rules of each stock exchange upon wstianes of the Trust are listed for trading and3teC., as those requirements may be
amended from time to time. If the number of Trasteat any time, is set at less than five, at leastTrustee shall be a Managing Trustee
long as the number of Trustees shall be five catgre at least two Trustees shall be Managing &asst “Managing Trustees” shall mean
Trustees who are not Independent Trustees and ad®tieen employees of the Advisor or involved andhy to day activities of the Trust
for at least one year prior to their electionatifiny time the Board of Trustees shall not be ciw®ag of a majority of Independent Trustees,
the Board of Trustees shall take such actions hewee such condition; provided that the fact ttiegt Board of Trustees does not have a
majority of Independent Trustees or has not takeh sction at any time or from time to time shait affect the validity of any action taken
by the Board of Trustees. If at any time the Baafr@irustees shall not be comprised of a numbédarfiaging Trustees as is required under
this Section 3.2, the Board of Trustees shall ®lah actions as will cure such condition; provitieat the fact that the Board of Trustees does
not have the requisite number of Managing Trustedss not taken such action at any time or franetio time shall not affect the validity
any action taken by the Board of Trustees.

Section 3.3. Number and Tenure Pursuant to the Articles Supplementary accefatececord by the State Department of
Assessments and Taxation (the “SDAT") as of May2lQ0, the number of Trustees constituting theemoard of Trustees may be
increased or decreased from time to time only tgta of the Trustees; provided however that therewof office of a Trustee shall not be
affected by any decrease in the number of Trust&éhs.number of Trustees shall be five until inseghor decreased by the Board of
Trustees.
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The Board of Trustees shall be classified intoghgmups: Group |, Group Il and Group Ill. A métpof the entire Board of
Trustees shall designate the Group of which eaabkt&e shall be a member.

Section 3.4. Annual and Regular MeetingsAn annual meeting of the Trustees shall be metdediately after the annual
meeting of shareholders, no notice other thanBklaw being necessary. The time and place of timual meeting of the Trustees may be
changed by the Board of Trustees. The Trusteespmayde, by resolution, the time and place, eitlighin or without the State of Marylan
for the holding of regular meetings of the Trustethout other notice than such resolution. Inelient any such regular meeting is not so
provided for, the meeting may be held at such tame place as shall be specified in a notice gigeheseinafter provided for special meeti
of the Board of Trustees.

Section 3.5. Special Meetings Special meetings of the Trustees may be catladytime by any Managing Trustee, the
president or pursuant to the request of any twafEes then in office. The person or persons aia#wto call special meetings of the
Trustees may fix any place, either within or withthe State of Maryland, as the place for holding special meeting of the Trustees called
by them.

Section 3.6. Notice. Notice of any special meeting shall be givemigten notice delivered personally or by electmomiail,
telephoned, facsimile transmitted, overnight caedewith proof of delivery) or mailed to each Tiees at his or her business or residence
address. Personally delivered, telephoned, fatesimsinsmitted or electronically mailed noticeslsha given at least 24 hours prior to the
meeting. Notice by mail shall be deposited inth8. mail at least 72 hours prior to the meetitignailed, such notice shall be deemed t
given when deposited in the U.S. mail properlyraddged, with postage thereon prepaid. Electroaitmotice shall be deemed to be given
upon transmission of the message to the electroaitaddress given to the Trust by the Trustedepf®ne notice shall be deemed given
when the Trustee is personally given such noticetelephone call to which he is a party. Facs&immdnsmission notice shall be deemed
given upon completion of the transmission of thesgage to the number given to the Trust by the &euahd receipt of a completed answer
back indicating receipt. If sent by overnight degrsuch notice shall be deemed given when deld/éw the courier. Neither the business to
be transacted at, nor the purpose of, any anre@llar or special meeting of the Trustees needdbedsin the notice, unless specifically
required by statute or these Bylaws.

Section 3.7. Quorum. A majority of the Trustees shall constitute @mum for transaction of business at any meetintp®f
Trustees, provided that, if less than a majoritgwdh Trustees are present at a meeting, a magdribe Trustees present may adjourn the
meeting from time to time without further noticedaprovided further that if, pursuant to the Deateam of Trust or these Bylaws, the vote of
a majority of a particular group of Trustees isuiegd for action, a quorum for that action shadlcainclude a majority of such group. The
Trustees present at a meeting of the Board of @egsivhich has been duly called and convened antiah a quorum was established may
continue to transact business until adjournmerttyitiostanding the withdrawal of a number of Trusteesulting in less than a quorum then
being present at the meeting.
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Section 3.8. Voting . The action of the majority of the Trustees pnésé a meeting at which a quorum is or was presiesit
be the action of the Trustees, unless the conocgreha greater proportion is required for sucloadby specific provision of an applicable
statute, the Declaration of Trust or these BylaWi®nough Trustees have withdrawn from a meetinigave fewer than are required to
establish a quorum, but the meeting is not adjaljrtie action of the majority of that number of §tees necessary to constitute a quorum at
such meeting shall be the action of the Board aktes, unless the concurrence of a greater propastrequired for such action by
applicable law, the Declaration of Trust or theséal/s.

Section 3.9. Telephone Meetings Trustees may participate in a meeting by me&asconference telephone or similar
communications equipment if all persons participgin the meeting can hear each other at the samee Participation in a meeting by these
means shall constitute presence in person at tletimge Such meeting shall be deemed to have beldraha place designated by the Trus
at the meeting.

Section 3.10. Action by Written Consent of TrusteedJnless specifically otherwise provided in thecl2eation of Trust, any
action required or permitted to be taken at anytingef the Trustees may be taken without a meetfrgmajority of the Trustees shall
individually or collectively consent in writing ®uch action. Such written consent or consents Badiled with the records of the Trust and
shall have the same force and effect as the affiven&ote of such Trustees at a duly held meetiny® Trustees at which a quorum was
present.

Section 3.11. Waiver of Notice. The actions taken at any meeting of the Trustemsever called and noticed or wherever held,
shall be as valid as though taken at a meeting fokily after regular call and notice if a quorurprissent and if, either before or after the
meeting, each of the Trustees not present waiveéseneonsents to the holding of such meeting prayes the minutes thereof.

Section 3.12. Vacancies Pursuant to the Articles Supplementary accefmececord by the SDAT as of May 11, 2000, if for
any reason any or all the Trustees cease to béeEsjsuch event shall not terminate the Trustfectathese Bylaws or the powers of the
remaining Trustees hereunder (even if fewer thegetiirustees remain). Any vacancy on the Boaittu$tees may be filled only by a
majority of the remaining Trustees, even if the agring Trustees do not constitute a quorum. Anystae elected to fill a vacancy, whether
occurring due to an increase in size of the Bo&frastees or by the death, resignation or remo¥ahy Trustee, shall hold office for the
remainder of the full term of the class of Trusteewhich the vacancy occurred or was created atitlaisuccessor is elected and qualifies.

Section 3.13. Compensation The Trustees shall be entitled to receive saakanable compensation for their services as
Trustees as the Trustees may determine from tinimto Trustees may be reimbursed for expensast@idance, if any, at each annual,
regular or special meeting of the Trustees or gf@mmittee thereof; and for their expenses, if,amgonnection with each property visit ¢
any other service or activity performed or engaigeal Trustee. The Trustees shall be entitleedeive remuneration for services rendere
the Trust in any other capacity, and such servitag include, without limitation, services as ana#f of the Trust, services as an employe
the Advisor, legal, accounting or other professi@eavices, or
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services as a broker, transfer agent or underwriteether performed by a Trustee or any persoliadéfd with a Trustee.

Section 3.14. Removal of Trustees A Trustee may be removed at any time with ohwitt cause by the affirmative vote either
of all the remaining Trustees or, at a meetincghefghareholders properly called for that purpogehé affirmative vote of the holders of not
less than two-thirds of the shares of the Trust thestanding and entitled to vote generally indleetion of Trustees.

Section 3.15. Surety Bonds Unless specifically required by law, no Trustkall be obligated to give any bond or surety or
other security for the performance of any of hisier duties.

Section 3.16. Reliance. Each Trustee, officer, employee and agent offtlust shall, in the performance of his or her elutvitr
respect to the Trust, be entitled to rely on arigrimation, opinion, report or statement, includary financial statement or other financial
data, prepared or presented by an officer or enggl@f the Trust or by the Advisor, accountantsyaigprs or other experts or consultants
selected by the Board of Trustees or officers efTrust, regardless of whether such counsel orrerpey also be a Trustee.

Section 3.17. Interested Trustee TransactianSection 2-419 of the Maryland General Corporatiaw shall be available for
and apply to any contract or other transaction betwthe Trust and any of its Trustees or betweef thst and any other trust, corporation,
firm or other entity in which any of its Trusteasa trustee or director or has a material finarioiarest.

Section 3.18. Qualifying Shares Not RequiredTrustees need not be shareholders of the Trust.

Section 3.19. Certain Rights of Trustees, Officers, Employees Agdnts. A Trustee shall have no responsibility to devute
or her full time to the affairs of the Trust. Afiyustee or officer, employee or agent of the Trimshis or her personal capacity or in a
capacity as an affiliate, employee or agent of athwer person, or otherwise, may have businessisteeand engage in business activities
similar or in addition to those of or relating tetTrust.

Section 3.20. Emergency Provisions Notwithstanding any other provision in the Deataon of Trust or these Bylaws, this
Section 3.20 shall apply during the existence gf@atastrophe, or other similar emergency conditésna result of which a quorum of the
Board of Trustees under ARTICLE Il cannot readily obtained (an “Emergency”Puring any Emergency, unless otherwise providethh
Board of Trustees, (a) a meeting of the Board offees may be called by any Managing Trustee @reoféf the Trust by any means feasible
under the circumstances and (b) notice of any mgeti the Board of Trustees during such an Emengeray be given less than 24 hours
prior to the meeting to as many Trustees and bl suEans as it may be feasible at the time, inctuginblication, television or radio.
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ARTICLE IV

COMMITTEES

Section 4.1. Number; Tenure and QualificationsThe Board of Trustees shall appoint an Audit Guttee, a Compensation
Committee and a Nominating and Governance Commitieeh of these committees shall be composedeé thr more Trustees, to serve at
the pleasure of the Board of Trustees. The Bohfdustees may also appoint other committees fiiame to time composed of one or more
members, at least one of which shall be a Trusteserve at the pleasure of the Board of Trust@é® Board of Trustees shall adopt a che
with respect to the Audit Committee, the CompensaGommittee and the Nominating and Governance Gtimanwhich charter shall
specify the purposes, the criteria for membershibthe responsibility and duties and may specifepmatters with respect to each
committee. The Board of Trustees may also adapeater with respect to other committees.

Section 4.2. Powers. The Trustees may delegate any of the powetseoT tustees to committees appointed under Section 4
and composed solely of Trustees, except as preldiby law. In the event that a charter has beeptad with respect to a committee
composed solely of Trustees, the charter shalltitatesa delegation by the Trustees of the powéth@Board of Trustees necessary to carry
out the purposes, responsibilities and dutiesaframittee provided in the charter or reasonabigteel to those purposes, responsibilities and
duties, to the extent permitted by law.

Section 4.3. Meetings. Notice of committee meetings shall be giverhia $ame manner as notice for special meetingsof th
Board of Trustees. One-third, but not less thaa ofithe members of any committee shall be préagrgrson at any meeting of a committee
in order to constitute a quorum for the transactibbusiness at a meeting, and the act of a mgjprésent at a meeting at the time of a vote if
a quorum is then present shall be the act of a datigam The Board of Trustees or, if authorizedhry Board in a committee charter or
otherwise, the committee members may designataiantan of any committee, and the chairman or, énabsence of a chairman, a majority
of any committee may fix the time and place ofitsetings unless the Board shall otherwise providehe absence or disqualification of any
member of any committee, the members thereof ptedemy meeting and not disqualified from votindgpether or not they constitute a
guorum, may unanimously appoint another Trustextat the meeting in the place of absent or difggchmembers.

Each committee shall keep minutes of its proceedargl shall periodically report its activities lbe tfull Board of Trustees and,
except as otherwise provided by law or under thesraf the S.E.C. and applicable stock exchangeshich the Trust's shares are listed, any
action by any committee shall be subject to revisind alteration by the Board of Trustees, provithed no rights of third persons shall be
affected by any such revision or alteration.



Section 4.4. Telephone Meetings Members of a committee may participate in a mgdty means of a conference telephone
or similar communications equipment and particimain a meeting by these means shall constituteepiee in person at the meeting.
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Section 4.5. Action by Written Consent of CommitteesAny action required or permitted to be takearat meeting of a
committee of the Trustees may be taken without etimg, if a consent in writing to such action igreéd by a majority of the committee and
such written consent is filed with the minutes odqeedings of such committee.

Section 4.6. Vacancies Subject to the provisions hereof, the Board mfstees shall have the power at any time to chdrge
membership of any committee, to fill all vacancisgdesignate alternate members to replace anyabsdisqualified member or to dissolve
any such committee.

ARTICLE V

OFFICERS

Section 5.1. General Provisions The officers of the Trust shall include a presitl a secretary and a treasurer and may in
a chairman of the board, a vice chairman of thedyaachief executive officer, a chief operatin§iagr, a chief financial officer, one or more
vice presidents, one or more assistant secretan@®ne or more assistant treasurers. In additienTrustees may from time to time appoint
such other officers with such powers and dutietheg shall deem necessary or desirable. The offigkethe Trust shall be elected annuall
the Trustees at the first meeting of the Trustexd after each annual meeting of shareholdertheltlection of officers shall not be held at
such meeting, such election shall be held as doeeafter as may be convenient. Each officer $twddl office until his or her successor is
elected and qualifies or until his or her deatkigeation or removal in the manner hereinafter jogled. Any two or more offices, except
president and vice president, may be held by theegzerson. In their discretion, the Trustees maayé unfilled any office except that of
president and secretary. Election of an officeagent shall not of itself create contract righesaeen the Trust and such officer or agent.

Section 5.2. Removal and ResignationAny officer or agent of the Trust may be remobgdhe Trustees if in their judgment
the best interests of the Trust would be servegktye but the removal shall be without prejudicéh® contract rights, if any, of the person so
removed. Any officer of the Trust may resign ay éme by giving written notice of his or her resaion to the Trustees, the chairman of the
board, the president or the secretary. Any resignahall take effect at any time specified thera, if the time when it shall become
effective is not specified therein, immediately opts receipt. The acceptance of a resignatiofi sbabe necessary to make it effective
unless otherwise stated in the resignation. Agresdion shall be without prejudice to the contragttts, if any, of the Trust.

Section 5.3. Vacancies A vacancy in any office may be filled by the $tees for the balance of the term.

Section 5.4. Chief Executive Officer The Trustees may designate a chief executiveenffrom among the Trustees or elec
officers. The chief executive officer shall haesponsibility for implementation of the policiestbé Trust, as determined by the Trustees,
and for the administration of the business affafrthe Trust. In the absence of both the chairman
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and vice chairman of the board, the chief execudffieer shall preside over the meetings of theifa# Trustees at which he shall be
present. In the absence of a different designatimManaging Trustees, or any of them, shalltioncas the chief executive officer of the
Trust.

Section 5.5. Chief Operating Officer The Trustees may designate a chief operatingenffrom among the elected officers.
Said officer will have the responsibilities andidatas set forth by the Trustees or the chief ekexofficer.

Section 5.6. Chief Financial Officer The Trustees may designate a chief financiat@fffrom among the elected officers.
Said officer will have the responsibilities andidatas set forth by the Trustees or the chief exaxofficer.

Section 5.7. Chairman and Vice Chairman of the Board@he chairman of the board, if any, and the elcairman of the boar
if any, shall perform such duties as may be assigodim, her or them by the Trustees. In the abs®f a chairman and vice chairman of
board or if none are appointed, the Managing Tasster any of them, shall preside at meetingseBibard of Trustees.

Section 5.8. President The president may execute any deed, mortgagel, bease, contract or other instrument, except in
cases where the execution thereof shall be exgrde#gated by the Trustees or by these Bylawsntesother officer or agent of the Trust or
shall be required by law to be otherwise execued,in general shall perform all duties incidenthi® office of president and such other
duties as may be prescribed by the chief execofiiger or the Trustees.

Section 5.9. Vice Presidents In the absence or unavailability of the presidére vice president (or in the event there beemor
than one vice president, any vice president) gieafiorm the duties of the president and when so@gshall have all the powers of the
president; and shall perform such other dutiesaa fime to time may be assigned to him or hergygresident, the chief executive officer
or by the Trustees. The Trustees may designatelomere vice presidents as executive vice presigsenior vice presidents or as vice
presidents for particular areas of responsibility.

Section 5.10. Secretary The secretary (or his or her designee) shakéep the minutes of the proceedings of the shidersy
the Trustees and committees of the Trustees ipnere books provided for that purpose; (b) se¢dH notices are duly given in
accordance with the provisions of these Bylawssareguired by law; (c) be custodian of the Trusbrds and of the seal of the Trust, if any;
(d) maintain a share register, showing the ownprahd transfers of ownership of all shares of thesfl unless a transfer agent is employe
maintain and does maintain such a share registdr{eg in general perform such other duties as tiore to time may be assigned to the
secretary by the chief executive officer or thestees.

Section 5.11. Treasurer The treasurer shall have the custody of thedamtl securities of the Trust and shall keep fudl a
accurate accounts of receipts and disbursemebizolks belonging to the Trust and shall depositnalheys and other valuable effects in the
name and to the credit of the Trust in such depusit as may be authorized by the Trustees. Hasuarer
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shall also have such other responsibilities as beagssigned to him or her by the chief executiVieafor the Trustees.

Section 5.12. Assistant Secretaries and Assistant Treasurditse assistant secretaries and assistant treasimwgeneral, shall
perform such duties as shall be assigned to thetheébgecretary or treasurer, respectively, or byctiief executive officer or the Trustees.

ARTICLE VI
CONTRACTS, LOANS, CHECKS AND DEPOSITS

Section 6.1. Contracts The Board of Trustees may authorize any Trustiieer or agent (including the Advisor or anyioét
of the Advisor) to enter into any contract or t@exte and deliver any instrument in the name ofanbehalf of the Trust and such authority
may be general or confined to specific instand&sy agreement, deed, mortgage, lease or other demuexecuted by an authorized Trustee,
officer or agent shall be valid and binding upoa Thustees and upon the Trust when authorizedifiedaby action of the Trustees.

Section 6.2. Checks and Drafts All checks, drafts or other orders for the paptr@f money, notes or other evidences of
indebtedness issued in the name of the Trust kbaligned by such officer or agent of the Trusuioh manner as shall from time to time be
determined by the treasurer, the chief executifieefor the Trustees.

Section 6.3. Deposits. All funds of the Trust not otherwise employe@lsbe deposited from time to time to the credithof
Trust in such banks, trust companies or other depis as the treasurer, the chief executive effar the Trustees may designate.
ARTICLE VII
SHARES
Section 7.1. Certificates. Ownership of shares of any class of shares éfial ownership of the Trust shall be evidenbg«

certificates, or at the election of a shareholddydok entry form. Unless otherwise determinedngyBoard of Trustees, any such certificates
shall be signed by the chief executive officer, hesident or a vice president and countersignetidgecretary or an assistant secretary or
the treasurer or an assistant treasurer and magdbed with the seal, if any, of the Trust. Thgmatures may be either manual or facsimile.
Certificates shall be consecutively numbered arideifTrust shall from time to time issue severasses of shares, each class may have its
own number series. A certificate is valid and rbayissued whether or not an officer who signes #till an officer when it is issued.

Section 7.2. Transfers

€)) Shares of the Trust shall be transferable in themaaprovided by applicable law, the Declaratio nfst and these
Bylaws. Certificates shall be treated as
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negotiable and title thereto and to the sharestberesent shall be transferred by delivery thetetiie same extent as those of a Maryland
stock corporation.

(b) The Trust shall be entitled to treat the holderezbrd of any share or shares as the holder irtHactof and, accordingly,
shall not be bound to recognize any equitable logrotlaim to or interest in such share or sharehemart of any other person, whether or
it shall have express or other notice thereof, pikas otherwise provided in these Bylaws or byldles of the State of Maryland.

Section 7.3. Lost Certificates For shares evidenced by certificates, any affigsignated by the Trustees may direct a new
certificate to be issued in place of any certificpteviously issued by the Trust alleged to hawnbest, stolen or destroyed upon the making
of an affidavit of that fact by the person claimihg certificate to be lost, stolen or destroy®¢hen authorizing the issuance of a new
certificate, an officer designated by the Trust@ey, in such officer’s discretion and as a condifiwecedent to the issuance thereof, require
the owner of such lost, stolen or destroyed cestié or the owner’s legal representative to adsettie same in such manner as he shall
require and/or to give bond, with sufficient suretythe Trust to indemnify it against any losslaim which may arise as a result of the
issuance of a new certificate.

Section 7.4. Closing of Transfer Books or Fixing of Record Date

€)) The Trustees may set, in advance, a record datbdgrurpose of determining shareholders entitietbtice of or to vote ¢
any meeting of shareholders or determining shadehslentitled to receive payment of any dividentherallotment of any other rights, or in
order to make a determination of shareholdersrigrather proper purpose.

(b) In lieu of fixing a record date, the Trustees megvie that the share transfer books shall be diésea stated period but
not longer than 20 days. If the share transfekbawe closed for the purpose of determining slwddelns entitled to notice of or to vote at a
meeting of shareholders, such books shall be clfigeat least 10 days before the date of such mgeti

(©) If no record date is fixed and the share transtekb are not closed for the determination of shadshs, (i) the record date
for the determination of shareholders entitleddtiae of or to vote at a meeting of shareholdeed e at the close of business on the day on
which the notice of meeting is mailed or the 30Cdly efore the meeting, whichever is the closer ttathe meeting; and (ii) the record date
for the determination of shareholders entitledeieive payment of a dividend or an allotment of atier rights shall be the close of business
on the day on which the resolution of the Trustdes|aring the dividend or allotment of rightsatopted.

(d) When a determination of shareholders entitled te &b any meeting of shareholders has been maug®wasded in this
section, such determination shall apply to any aajment thereof unless the Board of Trustees skath new record date with respect the
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Section 7.5. Share Ledger The Trust shall maintain at its principal officeat the office of its counsel, accountants ansfer
agent a share ledger containing the name and addffesach shareholder and the number of sharescbf@ass held by such shareholder.

Section 7.6. Fractional Shares; Issuance of Unit§he Trustees may issue fractional shares origieder the issuance of scrip,
all on such terms and under such conditions asrfeydetermine. Notwithstanding any other provisiéthe Declaration of Trust or these
Bylaws, the Trustees may issue units consistindjféérent securities of the Trust. Any securitgusd in a unit shall have the same
characteristics as any identical securities isdyetthhe Trust, except that the Trustees may prowidefor a specified period securities of the
Trust issued in such unit may be transferred orbtuaks of the Trust only in such unit.

ARTICLE VI
REGULATORY COMPLIANCE AND DISCLOSURE

Section 8.1. Actions Requiring Regulatory Compliance Implicatihg Trust If any shareholder (whether individually or
constituting a group, as determined by the Boartiro$tees), by virtue of such shareholder’s owrnipristierest in the Trust or actions taken
by the shareholder affecting the Trust, triggeesapplication of any requirement or regulationmf éederal, state, municipal or other
governmental or regulatory body on the Trust or suiysidiary (for purposes of this ARTICLE VIII, defined in Section 2.14.5(c)) of the
Trust or any of their respective businesses, assatperations, including, without limitation, aopligations to make or obtain a
Governmental Action (as defined in Section 2.14s8gh shareholder shall promptly take all actiomsessary and fully cooperate with the
Trust to ensure that such requirements or reguiatioe satisfied without restricting, imposing diddial obligations on or in any way limiting
the business, assets, operations or prospects adfrtist or any subsidiary of the Trust. If thershalder fails or is otherwise unable to
promptly take such actions so to cause satisfacfiguch requirements or regulations, the sharemnadall promptly divest a sufficient
number of shares of the Trust necessary to caesgpblication of such requirement or regulationabapply to the Trust or any subsidiary of
the Trust. If the shareholder fails to cause sattsfaction or divest itself of such sufficientmioer of shares of the Trust by not later than the
10th day after triggering such requirement or rafjoh referred to in this Section 8.1, then anyrsbaf the Trust beneficially owned by such
shareholder at and in excess of the level triggettie application of such requirement or regulagiball, to the fullest extent permitted by |
be deemed to constitute shares held in violatiah@wnership limitations set forth in Article \Wf the Declaration of Trust and be subject
to the provisions of Article VIl of the Declaratiaif Trust and any actions triggering the applicatid such a requirement or regulation may
be deemed by the Trust to be of no force or effébdreover, if the shareholder who triggers theligagion of any regulation or requirement
fails to satisfy the requirements or regulationsoatiake curative actions within such 10 day pertbhd Trust may take all other actions which
the Board of Trustees deems appropriate to regoimgpliance or to preserve the value of the Trusdsets; and the Trust may charge the
offending shareholder for the Trust’'s costs andceesps as well as any damages which may resul tortist.
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As an example and not as a limitation, at the tinese Bylaws are being amended and restated, tist Aolds a controlling
ownership position in a company formed and licers®dn insurance company in the State of Indidie laws of the State of Indiana have
certain regulatory requirements for any person sdeks to control (as defined under Indiana lawgragany which itself controls an
insurance company domiciled in the State of Indiamauding by exercising proxies representing 1@more of the Trust’s voting
securities. Accordingly, if a shareholder seeksxercise proxies for a matter to be voted upanrateting of the Trust’s shareholders
without having obtained any applicable approvadsrfthe Indiana insurance regulatory authoritieshquroxies representing 10% or more of
the Trust’s voting securities will, subject to Sent8.3, be void and of no further force or effect.

As a further example and not as a limitation, atttme these Bylaws are being amended and restatedyust owns healthcare
facilities in various states which are subjecttidesregulatory and licensing requirements in esaadh state. Under the licensing terms or
regulatory regime of certain states with jurisdiotover the Trust, a shareholder which acquiresnéralling equity position in the Trust may
be required to obtain regulatory approval or cohpeor to or as a result of obtaining such owngrsiccordingly, if a shareholder which
acquires a controlling equity position in the Trthgit would require the shareholder or the Trustitiain the consent or approval of a state
authority due to the fact that the Trust owns Igghhealthcare facilities in such state, and thee$tolder refuses to provide the Trust with
information required to be submitted to the apjtllesstate authority or if the state authority dees to approve the shareholdeswnership ¢
the Trust, then, in either event, shares of thesflowned by the shareholder necessary to reduowitsrship to an amount so that the
shareholder’s ownership of Trust shares would egtire it to provide any such information to, or onsent to be obtained from, the state
authority, may be deemed by the Board of Trusted®tshares held in violation of the ownershiptitidon in Article VII of the Declaration
of Trust and shall be subject to the provisionéudicle VII of the Declaration of Trust.

Section 8.2. Compliance With Law Shareholders shall comply with all applicablguieements of federal and state laws,
including all rules and regulations promulgated¢@der, in connection with such shareholder’s aglip interest in the Trust and all other
laws which apply to the Trust or any subsidiaryhaf Trust or their respective businesses, ass@gavations and which require action or
inaction on the part of the shareholder.

Section 8.3. Limitation on Voting Shares or ProxiesWithout limiting the provisions of Section 8ifla shareholder (whether
individually or constituting a group, as determiri®dthe Board of Trustees), by virtue of such shalder’'s ownership interest in the Trust or
its receipt or exercise of proxies to vote sharesen by other shareholders, would not be permttiadte the shareholder’s shares of the
Trust or proxies for shares of the Trust in exa#ss certain amount pursuant to applicable lawlgidiog by way of example, applicable state
insurance regulations) but the Board of Trusteésraénes that the excess shares or shares reddmnthe excess proxies are necessary to
obtain a quorum, then such shareholder shall nenkiled to vote any such excess shares or proaigbinstead such excess shares or pr
may, to the fullest extent permitted by law, beeebby the Advisor (or by another person designbtethe Trustees) in proportion to the total
shares otherwise voted on such matter.
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Section 8.4. Representations, Warranties and Covenants Madever@mental or Regulatory BodiesTo the fullest extent
permitted by law, any representation, warrantyawetiant made by a shareholder with any governmentaigulatory body in connection
with such shareholder’s interest in the Trust or subsidiary of the Trust shall be deemed to baeikaneously made to, for the benefit of and
enforceable by, the Trust and any applicable sidrgiabf the Trust.

Section 8.5. Board of TrusteédDeterminations The Board of Trustees shall be empowered to mildeterminations
regarding the interpretation, application, enforeatrand compliance with any matters referred tcootemplated by this ARTICLE VIII.

ARTICLE IX
FISCAL YEAR
Section 9.1. Fiscal Year. The fiscal year of the Trust shall be the catengkar.
ARTICLE X

DIVIDENDS AND OTHER DISTRIBUTIONS

Section 10.1. Dividends and Other DistributionsDividends and other distributions upon the shafebeneficial interest of the
Trust may be authorized and declared by the TrastBévidends and other distributions may be paiddsh, property or shares of the Trust.

ARTICLE XI
SEAL

Section 11.1. Seal. The Trustees may authorize the adoption of Blsetihe Trust. The Trustees may authorize onmare
duplicate seals.

Section 11.2. Affixing Seal. Whenever the Trust is permitted or requiredftix &s seal to a document, it shall be sufficieat
meet the requirements of any law, rule or regutat@ating to a seal to place the word “(SEAL)"aknt to the signature of the person
authorized to execute the document on behalf oTthet.

ARTICLE Xl
WAIVER OF NOTICE
Section 12.1. Waiver of Notice. Whenever any notice is required to be givenymmsto the Declaration of Trust, these Bylaws

or applicable law, a waiver thereof in writing, ségl by the person or persons entitled to sucheatica waiver by electronic transmission by
the
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person or persons entitled to such notice, whethfare or after the time stated therein, shall &ented equivalent to the giving of such
notice. Neither the business to be transactedrate purpose of any meeting need be set forthawaiver of notice or waiver by electronic
transmission, unless specifically required by séatihe attendance of any person at any meetiafy@institute a waiver of notice of such
meeting, except where such person attends a mdetitige express purpose of objecting to the tretisa of any business on the ground that
the meeting is not lawfully called or convened.

ARTICLE Xl
AMENDMENT OF BYLAWS
Section 13.1. Amendment of Bylaws Except for any change for which these Bylawsiines approval by more than a majority

vote of the Trustees, these Bylaws may be amendexpealed or new or additional Bylaws may be agldpinly by the vote or written
consent of a majority of the Trustees.

ARTICLE XIV

MISCELLANEOUS

Section 14.1. References to Declaration of TrusAll references to the Declaration of Trust slratlude any amendments
thereto.

Section 14.2. Costs and Expensesin addition to, and as further clarificationezch shareholder’s obligation to indemnify and
hold the Trust harmless from and against all ce&stgenses, penalties, fines and other amountsidimgj, without limitation, attorneys’ and
other professional fees, whether third party oerimal, arising from such shareholder’s violatiorany provision of the Declaration of Trust or
these Bylaws pursuant to Section 8.7 of the Detitaraf Trust, to the fullest extent permitted layv, each shareholder will be liable to the
Trust (and any subsidiaries or affiliates therdof) and indemnify and hold harmless the Trust (ang subsidiaries or affiliates thereof) from
and against, all costs, expenses, penalties, éinether amounts, including, without limitationasmnable attorneys’ and other professional
fees, whether third party or internal, arising freath shareholder’s breach of or failure to futlynply with any covenant, condition or
provision of these Bylaws or the Declaration of Sir(including Section 2.14 of these Bylaws) or antion by or against the Trust (or any
subsidiaries or affiliates thereof) in which sutlaieholder is not the prevailing party, and shajl puch amounts to such indemnitee on
demand, together with interest on such amounts;twinierest will accrue at the lesser of the Tribtghest marginal borrowing rate, per
annum compounded, and the maximum amount perntittéaw, from the date such costs or the like aceiired until the receipt of payment.

Section 14.3. Ratification. The Board of Trustees or the shareholders niify emmd make binding on the Trust any action or
inaction by the Trust or its officers to the ext#drdt the Board of Trustees or the shareholderkldwave originally authorized the matter.
Moreover, any action or inaction questioned in shgreholder’s derivative proceeding or any other
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proceeding on the ground of lack of authority, défe or irregular execution, adverse interest dfastee, officer or shareholder, non-
disclosure, miscomputation, the application of iogar principles or practices of accounting, or otlige, may be ratified, before or after
judgment, by the Board of Trustees or by the stadehs and, if so ratified, shall have the samed@nd effect as if the questioned actio
inaction had been originally duly authorized, andtsratification shall be binding upon the Trustl és shareholders and shall constitute ¢
to any claim or execution of any judgment in respdsuch questioned action or inaction.

Section 14.4. Ambiguity . In the case of an ambiguity in the applicatibamy provision of these Bylaws or any definition
contained in these Bylaws, the Board of Trusteadl blave the sole power to determine the applicatiosuch provisions with respect to any
situation based on the facts known to it and swethrdhination shall be final and binding unless deieed by a court of competent
jurisdiction to have been made in bad fa

Section 14.5. Inspection of Bylaws The Trustees shall keep at the principal offaxehe transaction of business of the Trust
the original or a copy of the Bylaws as amendedtioerwise altered to date, certified by the secyetahich shall be open to inspection by
shareholders at all reasonable times during offaas.

Section 14.6. Election to be Subject to Part of Title 3, Subtlle Notwithstanding any other provision containedhe
Declaration of Trust or these Bylaws, the Trusebgrelects to be subject to Section 3-804(b) apdf(€itle 3, Subtitle 8 of the Maryland
General Corporation Law (or any successor statuthjs Section 14.6 only may be repealed, in wiool part, by a subsequent amendment
to these Bylaws.

Section 14.7. Special Voting Provisions relating to Control SlsaréNotwithstanding any other provision containedeleor in
the Declaration of Trust or these Bylaws, TitleS8ptitle 7 of the Maryland General Corporation L@wvany successor statute) shall not a|
to any acquisition by any person of shares of beiabfnterest of the Trust. This section may bpealed, in whole or in part, at any time,
whether before or after an acquisition of contt@res and, upon such repeal, may, to the extenide by any successor bylaw, apply to
prior or subsequent control share acquisition.

ARTICLE XV

ARBITRATION

Section 15.1. Procedures for Arbitration of DisputesAny disputes, claims or controversies broughobgn behalf of any
shareholder of the Trust (which, for purposes &f ARTICLE XV, shall mean any shareholder of recordiny beneficial owner of shares of
the Trust, or any former shareholder of recordesrdficial owner of shares of the Trust), eitheha her or its own behalf, on behalf of the
Trust or on behalf of any series or class of shafdise Trust or shareholders of the Trust agdmstTrust or any Trustee, officer, manager
(including Reit Management & Research LLC or itscassor), agent or employee of the Trust, includisgutes, claims or controversies
relating to the meaning, interpretation, effectidiy, performance or enforcement of the Declamatof Trust or these Bylaws (all of which
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are referred to as “Disputes”) or relating in amgywio such a Dispute or Disputes shall, on the dehaé any party to such Dispute, be
resolved through binding and final arbitration atardance with the Commercial Arbitration Rulee(tRules”) of the American Arbitration
Association (“AAA”) then in effect, except as thdReles may be modified in this ARTICLE XV. For thgeoidance of doubt, and not as a
limitation, Disputes are intended to include deliik@actions against Trustees, officers or managgtise Trust and class actions by
shareholders against those individuals or entétresthe Trust. For the avoidance of doubt, a Desphall include a Dispute made
derivatively on behalf of one party against anotbesty.

Section 15.2. Arbitrators. There shall be three arbitrators. If thereanly two parties to the Dispute, each party shelbet
one arbitrator within 15 days after receipt by mrggent of a copy of the demand for arbitrationctSarbitrators may be affiliated or
interested persons of such parties. If eithelydfaits to timely select an arbitrator, the othartg to the Dispute shall select the second
arbitrator who shall be neutral and impartial ahdllsnot be affiliated with or an interested persdmrither party. If there are more than two
parties to the Dispute, all claimants, on the oaedhand all respondents, on the other hand, sheli select, by the vote of a majority of the
claimants or the respondents, as the case maybarbitrator. Such arbitrators may be affiliatednterested persons of the claimants or the
respondents, as the case may be. If either @thatas or all respondents fail to timely selecialitrator then such arbitrator (who shall be
neutral, impartial and unaffiliated with any pargfjall be appointed by the parties who have apeditite first arbitrator. The two arbitrators
so appointed shall jointly appoint the third andgiding arbitrator (who shall be neutral, imparéiatl unaffiliated with any party) within 15
days of the appointment of the second arbitraliothe third arbitrator has not been appointed imithe time limit specified herein, then the
AAA shall provide a list of proposed arbitratorsaocordance with the Rules, and the arbitratod $leahppointed by the AAA in accordance
with a listing, striking and ranking procedure, vitach party having a limited number of strikegleding strikes for cause.

Section 15.3. Place of Arbitration The place of arbitration shall be Boston, Maksaetts unless otherwise agreed by the
parties.

Section 15.4. Discovery. There shall be only limited documentary discgwardocuments directly related to the issues in
dispute, as may be ordered by the arbitrators.

Section 15.5. Awards. In rendering an award or decision (the “Awardhg arbitrators shall be required to follow therdeof
the State of Maryland. Any arbitration proceedingé®\ward rendered hereunder and the validity,atféad interpretation of this arbitration
agreement shall be governed by the Federal Arfatraict, 9 U.S.C. 81 et seq. The Award shall beviiting and may, but shall not be
required to, briefly state the findings of fact asahclusions of law on which it is based. Any mamg award shall be made and payable in
U.S. dollars free of any tax, deduction or offs€he party against which the Award assesses a mugnebligation shall pay that obligation
or before the 30th day following the date of theakaor such other date as the Award may provide.

Section 15.6. Costs and ExpensesExcept as otherwise set forth in the Declaratibfirust or these Bylaws, including
Section 14.2 of these Bylaws, or as otherwise agbeéveen the parties, each party involved in @ies shall bear its own costs and
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expenses (including attorneys’ fees), and theraitoits shall not render an award that would inclsitifting of any such costs or expenses
(including attorneys’ fees) or, in a derivative €&s class action, award any portion of the Trustisrd to the claimant or the claimant’s
attorneys. Each party (or, if there are more tiaamparties to the Dispute, all claimants, on the band, and all respondents, on the other
hand, respectively) shall bear the costs and exgsenfsits (or their) selected arbitrator and theigs: (or, if there are more than two parties to
the Dispute, all claimants, on the one hand, ahegbondents, on the other hand) shall equally theacosts and expenses of the third
appointed arbitrator.

Section 15.7. Final and Binding An Award shall be final and binding upon thetjee thereto and shall be the sole and
exclusive remedy between such parties relatingedispute, including any claims, counterclaimsyés or accounting presented to the
arbitrators. Judgment upon the Award may be edt@rany court having jurisdiction. To the fullesttent permitted by law, no application
or appeal to any court of competent jurisdictioryrba made in connection with any question of laisiag in the course of arbitration or with
respect to any award made except for actions mglati enforcement of this agreement to arbitratenyrarbitral award issued hereunder and
except for actions seeking interim or other pransil relief in aid of arbitration proceedings iryarourt of competent jurisdiction.

Section 15.8. Beneficiaries This ARTICLE XV is intended to benefit and baceable by the shareholders, Trustees,
officers, managers (including Reit Management &daesh LLC or its successor), agents or employe#sectrust and the Trust and shall be
binding on the shareholders of the Trust and thistTas applicable, and shall be in addition ta, @t in substitution for, any other rights to
indemnification or contribution that such individsi@r entities may have by contract or otherwise.
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Exhibit 4.7
[EXECUTION COPY]

SUPPLEMENTAL INDENTURE NO. 6

by and between
SENIOR HOUSING PROPERTIES TRUST
and
U.S. BANK NATIONAL ASSOCIATION
As of December 8, 2011

SUPPLEMENTAL TO THE INDENTURE DATED AS OF DECEMBER 20, 2001

SENIOR HOUSING PROPERTIES TRUST

6.75% Senior Notes due 2021




This SUPPLEMENTAL INDENTURE NO. 6 (this Supplemental Indenturg¢ made and entered into as of December 8, 2011
between SENIOR HOUSING PROPERTIES TRUST, a Marylarad estate investment trust (th€Edmpany’), 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 6.75% Senior Notes2021, 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 mpoe evidenced by bonds, notes, debentures orasimistruments, (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.

“ Joint Venture Interestsmeans assets of the Company and its Subsidieniestituting an equity investment in real estatetssor
other properties, or in an entity holding real esstsssets or other properties, jointly owned byGbepany and its Subsidiaries, on the one
hand, and one or more other Persons not consgjtiffiliates of the Company, on the other, excluglany entity or properties (i) which is a
Subsidiary or are properties if the co-ownershgrebf (if in a separate entity) would constitutemmuld have constituted a Subsidiary, or
(i) to which, at the time of determination, ther@oany’s manager at such time or an Affiliate oitanager at such time provides
management services. In no event shall Joint VVerntierests include equity securities that haaglilg determinable fair values or any
investments in debt securities, mortgages or diedat.

“ Make-Whole Amouritmeans, in connection with any optional redemptiomaccelerated payment of any Notes prior to e
2021, 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 such




redemption or accelerated payment had been maderanl5, 2021, determined by discounting, on asamial basis, such principal and
interest at the Reinvestment Rate (determined ethind Business Day preceding the date such noficedemption is given or declaration
acceleration is made) from the respective datestooh such principal and interest would have besyaple if such redemption or accelerz
payment had been made on June 15, 2021, ovendigdgregate principal amount of the Notes beidgemed or paid. In the case of any
redemption or accelerated payment of Notes onter dfine 15, 2021, the Make-Whole Amount means zEoo purposes of this
Supplemental Indenture and the Notes, referenceimdenture to the payment of the principal (rremium, if any) and interest on the
Notes shall be deemed to include the payment ofidles-Whole Amount, if any, due upon redemption withpest to the Notes. The Make-
Whole Amount shall be calculated by the Companysatdorth in an Officers’ Certificate deliveredtt® Trustee, and the Trustee shall be
entitled to rely on said Officers’ Certificate.

“ Moody’s” means Moody'’s Investors Service, Inc. or any sssor thereof.

“ Notes’ means the series of Securities titled 6.75% Sdxaies due 2021, issued under the Indenture.

“ Regular Record Datéwith respect to the Notes is defined in Sectifd bf the Base Indenture and Section 2.1(b) of this
Supplemental Indenture.

“ Reinvestment Rateneans a rate per annum equal to the sum of 0 fifi§oone-hundredths of one percent) plus thed/ieh
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 esédue on the Notes at their maturity, shall ekl to be June 15, 2021), as of the
payment date of the principal being redeemed at. pHino maturity exactly corresponds to such mgtuyields 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 basisndiug 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 @rahél Poor’s Financial Services LLC business, or an
successor.

“ Statistical Releasémeans the statistical release designated “H.1%(5dr any successor publication which is publiskestkly 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 desigeh by the Company.
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“ 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 votingepdy reason of any contingency.

“ Total Assets$ as of any date means the sum of (i) the UndeptediReal Estate Assets and (ii) all other asgateedCompany and
its Subsidiaries determined in accordance with GABR 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 Securebit@ad (ii) the amount of all other assets, inatgdiccounts receivable and intangibles, of
the Company and its Subsidiaries not securing anygn of Secured Debt determined on a consolidassis in accordance with GAAP;
providedthat, in determining Total Unencumbered Assets pareentage of the aggregate outstanding prineipalunt of the Unsecured Di
of the Company and its Subsidiaries on a cons@dlbgasis for purposes of the covenant set forBeiction 3.1(b) of this Supplemental
Indenture, Joint Venture Interests shall be exaudem Total Unencumbered Assets to the extent doaft Venture Interests would
otherwise be included therein. If Secured Debtissgt by real estate or other property or assetfseo€ompany or its Subsidiaries (“
Secondary Collaterd)) is fully defeased in accordance with the terimsréof or is also secured by cash or Cash Equitgaleran amount
(determined at the lesser of (i) carrying valuadeordance with GAAP or (ii) fair market value)edst equal to the outstanding principal
amount of such Secured Debt, such Secondary Qallateall be deemed not to secure any portion df Secured Debt for purposes of this
definition.

“ 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 “6.75% Senior Notes due 2021.”




The Notes will be limited to an aggregate princigiadount of $300,000,000, subject to the right ef@ompany to reopen such series for
issuances of additional Notes and except (i) agighead in this Section and (ii) for Notes authentéchand delivered upon registration of
transfer of, or in exchange for, or in lieu of, @tiNotes pursuant to Section 304, 305, 306, 904867 of the Base Indenture and except for
any Notes which, pursuant to Section 303 of theeBadenture, are deemed never to have been awthimatiand delivered hereunder. The
Notes (together with the Trus’s certificate of authentication) shall be substlhtin the form of Exhibit A hereto, which is hebyy
incorporated in and made a part of this Supplenhémdgnture.

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 Deposifbnyst Company, New York, New York PTC?"), 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 individuattifieated notes represented thereby, a Global Nwg not be transferred except as a whole
by DTC to a nominee of DTC or by a nominee of DBMITC or another nominee of DTC or by DTC or anynimeee of DTC to a successor
depositary or any nominee of such 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 $emental Indenture. Except as described
below, owners of beneficial interest in Notes ewitkrd by a Global Note will not be entitled to hawgy of the individual Notes representec
such Global Note registered in their names, witlnegeive or be entitled to receive physical delnaf any such Notes in definitive form and
will not be considered the owners or holders thieveder the Indenture for any purpose, includinthwéspect 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 orlald\otes representing such Notes.
In addition, the Company may at any time and isdtie discretion, subject to certain limitationsfeeth in the Indenture, determine not to
have any of such Notes represented by one or miofgaaNotes and, in such event, will issue indidtNotes in exchange for the Global
Note or Global Notes representing the Notes. Inldial Notes so issued will be issued in denominatafrs1,000 and integral multipl
thereof.

(b) Interest and Interest RateThe Notes will bear interest at a rate of 6. 4&6annum, from December 8, 2011 (or, in the cése o
Notes issued upon the reopening of this seriesoté$\ from the date designated by the Companynneaxtion with such reopening) or frc
the immediately preceding Interest Payment Datehtich interest has been paid or duly provided pagjable semiannually in arrears on each
June 15 and December 15, commencing June 15, 2ath of which shall be anlfiterest Payment Dat§, to the Persons in whose names
the Notes are registered in the Security Registdreaclose of business on June 1 or Decembertheasase may be (whether or not a
Business Day), next preceding such Interest PayDeat# (each, a Regular Record Dat8.
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(c) Principal Repayment; CurrencyThe Stated Maturity of the principal of the Note December 15, 202firovided, however,
the Notes may be earlier redeemed at the optitineo€ompany as provided in paragraph (d) below.prineipal of each Note payable at its
Stated Maturity shall be paid against presentaiuthsurrender thereof at the Corporate Trust Offfdbe Trustee in such coin or currenc
the United States of America as at the time of paynis legal tender for the payment of public avatle debts.

(d) Redemption at the Option of the Comparijhe Notes will be subject to redemption in whal@ny 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
Make-Whole Amount, if any (it being understood ttidhe Notes are redeemed on or after June 151,262 Make-Whole Amount equals
zero).

(e) Notices All notices and other communications hereundefl e in writing and shall be deemed to have lzkéy given if
mailed or transmitted by any standard form of tetemunication. Notices to the Company shall beotke to it at Two Newton Place, 255
Washington Street, Suite 300, Newton, MassachuB2#58, fax number (617) 796-8349, Attention: Rtest; notices to the Trustee shall be
directed to it at One Federal Streetd 3  Floor t@osMassachusetts 02110, fax number (617) 603-68B&ntion: Corporate Trust
Department, Re: Senior Housing Properties Tru€i%. Benior Notes due 2021; or as to either partyyelh other address as shall be
designated by such party in a written notice toather party.

() Global Note Legend Each Global Note shall bear the following legendhe face thereof:

UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REERENTATIVE OF THE DEPOSITORY TRUST
COMPANY, A NEW YORK CORPORATION (“DTC"), TO THE COMANY OR ITS AGENT FOR REGISTRATION OF
TRANSFER, EXCHANGE OR PAYMENT, AND ANY NOTE ISSUELS REGISTERED IN THE NAME OF CEDE & CO. OR
IN SUCH OTHER NAME AS IS REQUESTED BY AN AUTHORIZEBEPRESENTATIVE OF DTC (AND ANY PAYMENT IS
MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS REJESTED 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.

(g) Applicability of Discharge, Defeasance and &uwant Defeasance Provision3 he Discharge, Defeasance and Covenant
Defeasance provisions in Article Thirteen of thes®#ndenture will apply to the Notes.
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ARTICLE 3
ADDITIONAL COVENANTS

Section 3.1 Holders of the Notes shall have the benefit efftllowing covenants, in addition to the covenaftthe Company set
forth in Article Eight and Article Ten of the Bab®denture:

(a) Limitations on Incurrence of Debt

0] The Company will not, and will nog¢pnit 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 dafeded basis determined in accordance with GAAgréater than 60% of the
sum (“Adjusted Total Assets”) of (without duplioari) (A) the Total Assets of the Company and itsskiibries as of the end of the
calendar quarter covered in the Company’s AnnugbiReon Form 10-K, or Quarterly Report on Form 10a®the case may be,
most recently filed with the Securities and Excla@gpmmission (or, if such filing is not permittedder the Exchange Act, with the
Trustee) prior to the incurrence of such additidbabt and (B) the purchase price of any real estsdets or mortgages receivable
acquired, and the amount of any securities offepirtgceeds received (to the extent that such preoeede not used to acquire real
estate assets or mortgages receivable or useduoa®ebt), by the Company or any Subsidiary siheeend of such calendar
quarter, including those proceeds obtained in cotore with the incurrence 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 Secidebit 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 moseéndy 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 andosimgr Debt incurred by the
Company and its Subsidiaries on a consolidated Isasie the first day of such four-quarter perind 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 permdtépt 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




acquisition since the first day of such four-quaperiod, the related acquisition had occurredfabefirst day of such period with
appropriate adjustments with respect to such aitigmseing included in such pro forma calculatiand (D) in the case of any
acquisition or disposition by the Company or itbSdiaries on a consolidated basis of any assgtoup of assets since the first day
of such fourguarter period, whether by merger, stock purchasale, or asset purchase or sale, such acquisitidisposition or an
related repayment of Debt had occurred as of teeday of such period with the appropriate adjestts with respect to such
acquisition or disposition being included in suecb forma calculation. If the Debt giving rise tetheed to make the foregoing
calculation or any other Debt incurred after thistfday of the relevant four-quarter period beatsrest at a floating rate then, for
purposes of calculating the Annual Debt Service,ititerest rate on such Debt shall be computedpmo éorma basis as if the
average interest rate which would have been irceffering the entire such four-quarter period hadrbthe applicable rate for the
entire such period.

(b) Maintenance of Total Unencumbered Assethie Company and its Subsidiaries will maintdialatimes Total Unencumbered
Assets of not less than 150% of the aggregateamastg principal amount of the Unsecured Debt ef@mpany 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 801té Base Indenture, the
Company shall not consolidate with or merge intp atiner Person or convey, transfer or lease itpgnt@s 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 ajteing effect to such transaction, the Person
formed by such consolidation or into which the Camypis merged or the Person which acquires by g@nee or transfer, or which leases,
the properties and assets of the Company substarisaan 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 constitutéerent 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@iabg and such judgments or orders shall not beé padischarged, and there shall k
period of 60 consecutive days after the final juégtror order that causes such aggregate amourtéee $20,000,000 million during which
a stay of enforcement of such final judgment(s)raler(s) are not in effect.

9




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 shallstdate an “Event of Default”.

Section 4.3 Notwithstanding any provisions to the contrargtia Base Indenture including, without limitati@gction 501
(e) thereof, the default under any bonds, debestmi@tes or other evidences of indebtedness dtimepany, or under any mortgage,
indenture or other instrument of the Company (idiig a default with respect to Securities of anyeseother than the Notes) under which
there may be issued or by which there may be sd@mg indebtedness of the Company (or by one oer8absidiaries, 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 beaxeathich default(s) shall constitute a failurgoy an aggregate principal amount exceeding
$20,000,000 of such indebtedness when due and lgsgfibr the expiration of any applicable gracequewith respect thereto and shall have
resulted in such indebtedness in an aggregateipairemount exceeding $20,000,000 becoming or bééuiared due and payable prior to
date on which it would otherwise have become dukpayable, without such indebtedness having besahdiged, or such acceleration
having been rescinded or annulled, within a peabti0 days after there shall have been given, gistered or certified mail, to the Company
by the Trustee or to the Company and the TrustabdiHolders of at least 25% in principal amounthaf Outstanding Notes a written notice
specifying such default and requiring the Compangause such indebtedness to be discharged or sacis@cceleration to be rescinded or
annulled and stating that such notice isNotice of Default hereunder, shall constitute an “Event of Default”

Section 4.4 Notwithstanding any provisions to the contrarytia Base Indenture, upon any acceleration of itedNunder
Section 502 of the Base Indenture, the amount inmedgl due and payable in respect of the Noted slakl the principal amount thereof,
plus accrued and unpaid interest thereon, plissidh acceleration occurs prior to June 15, 2021thke-Whole Amount.

ARTICLE 5
EFFECTIVENESS

Section 5.1 This Supplemental Indenture shall be effectivealbpurposes as of the date and time this Supgieah Indenture has
been executed and delivered by the Company antrtietee in accordance with Article Nine of the Bhastenture. As supplemented hereby,
the Base Indenture is hereby confirmed as beiffigllifiorce and effect.

ARTICLE 6
NOTICE TO TRUSTEE

Section 6.1 Notwithstanding anything to the contrary in th@sB Indenture including, without limitation, Seatibl02 thereof, in

connection with the redemption at the electiorhef Company of less than all the Notes, the Comphaljl notify the Trustee of the

establishment of
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a Redemption Date and the principal amount of Nttd® redeemed at least 45 days prior to suchrRetittn 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 iliate or render unenforceable any other provisiereof or any provision of the Indenture.

Section 7.2 To the extent that any terms of this Supplementénture or the Notes are inconsistent with énms of the Base
Indenture, the terms of this Supplemental Indenburtae Notes shall govern and supersede suchsistent terms.

Section 7.3 This Supplemental Indenture shall be governedrg/construed in accordance with the laws of th&eSif 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

Name: Richard A. Doyl
Title: 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. 6]

EXHIBIT A
FORM OF NOTE
[Form of Face of Security]
SENIOR HOUSING PROPERTIES TRUST
6.75% Senior Notes due 2021
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
December 15, 2021, and to pay interest thereon Besember 8, 2011 or from the most recent Intd?agtent Date to which interest has
been paid or duly provided for, semi-annually onel@5 and December 15 in each year, commencinglir012 at the rate of 6.75% per
annum, until the principal hereof is paid or madailable for payment. The interest so payable, @ntttually paid or duly provided for, on
any Interest Payment Date will, as provided in simclenture, be paid to the Person in whose namseSiturity (or one or more Predecessor
Securities) is registered at the close of businestie Regular Record Date for such interest, whidll be June 1 or December 1 (whether or
not a Business Day), as the case may be, nextgingcsuch Interest Payment Date. Any such interesso punctually paid or duly provided
for will forthwith cease to be payable to the Halde such Regular Record Date and may either libtpahe Person in whose name this
Security (or one or more Predecessor Securitiggpistered at the close of business on a Speeiadfd Date for the payment of such
Defaulted Interest to be fixed by the Trustee,a®thereof shall be given to Holders of Securitiethis series not less than 10 days prior to
such Special Record Date, or be paid at any tinemynother lawful manner not inconsistent with thguirements of any securities exchange
on which the Securities of this series may bedistéend upon such notice as may be required by excange, all as more fully provided in
said Indenture.

Payment of the principal of (and premium, if angilany such interest on this Security will be matthe 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 TRU¢
By
Title:

SEAL

Attest:

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 Trustes

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 @mdedenture, dated as of December 20, 2001, ettt 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 December 8, 2011, between the Company&hdBank National Association,
as successor trustee to State Street (herein ¢h#edirustee’, which term includes State Street as applicaf@se)amended, supplemented or
otherwise modified from time to time, theStipplemental Indentufeand the Base Indenture, as supplemented by sugpl@mental
Indenture, the thdenture”), and reference is hereby made to the Indentra statement of the respective rights, limitagiofrights, duties
and immunities thereunder of the Company, the €rysind the Holders of the Securities and of thieg@ipon which the Securities are, and
are to be, authenticated and delivered. This $fgdarone of the series designated on the facedi€such series, theNotes”).

2. Optional Redemption(i) The Notes will be subject to redemptiorwihole at any time or in part from time to time befo
they mature at the option of the Company upon et than 30 nor more than 60 days’ notice to eadtidd of Notes to be redeemed at its
address appearing in the Security Register, adlemption price equal to the sum of (i) the printgraount of the Notes being redeemed plus
accrued interest and unpaid interest, if any, toealuding the applicable Redemption Date andlfg) Make-Whole Amount, if any (it being
understood that if the Notes are redeemed on er afine 15, 2021, the Make-Whole Amount equals)zero

As used herein the termMake-Whole Amountfneans, in connection with any optional redemptioaazelerated payment of any
Notes prior to June 15, 2021, the excess, if ah{i) the aggregate present value as of the daseidf redemption or accelerated paymer
each dollar of principal being redeemed or paid thedamount of interest (exclusive of interest aedrto 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
June 15, 2021, determined by discounting, on aa®mial basis, such principal and interest at theve@stment Rate (determined on the third
Business Day preceding the date such notice ofmptien is given or declaration of acceleration &d®) from the respective dates on which
such principal and interest would have been payiébklech redemption or accelerated payment had beste on June 15, 2021, over (i) the
aggregate principal amount of the Notes being medeleor paid. In the case of any redemption orlecaied payment of Notes on or after
June 15, 2021, the Mak&hole Amount means zero. For purposes of the 8apghtal Indenture and the Notes, references imtlenture tc
the payment of the principal (and premium, if aag}l interest on the Notes shall be deemed to indluel payment of the Make-Whole
Amount, if any, due upon redemption with respedhoNotes. The Mak#/hole Amount shall be calculated by the Companysetdorth ir
an Officers’ Certificate delivered to the Trustaad the Trustee shall be entitled to rely on sdfc€s’ Certificate.

As used herein the terfReinvestment Rateineans a rate per annum equal to the sum of 0.5@6dfie-hundredths of one perce
plus the yield on treasury securities at constaatunity under the heading “Week Ending” publishedhie Statistical Release under the
caption “Treasury Constant Maturities” for the nréu(rounded to the nearest month) correspondintipé remaining life to maturity (which,
in the case of maturities corresponding to thegipad and interest due on the Notes at their migtwshall be deemed to be June 15, 2021), as
of the payment date of the principal being redeeorguhid. If no maturity exactly corresponds totsmaturity, yields 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 extepdlfrom such yields on a straight-line basisndiog in each of such relevant periods to
the nearest month. For purposes of calculatingrésiavestment Rate, the most recent Statisticale€Rel@ublished prior to the date of
determination of the Make-Whole Amount shall beduse

As used herein the tertBtatistical Release’'means the statistical release designated “H.15(%t§ny 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 artgmieination under the Supplemental Indenture,
then any publicly available source of similar martkata which shall be designated by the Company.
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(i) The Company shall not be requiredrtake sinking fund or redemption payments with eespo the Notes.

(iii) In the event of redemption of thie@irity in part only, a new Note or Notes and ik kenor for the unredeemed portion
hereof will be issued in the name of the Holdeeb&upon the cancellation hereof.

3. DefeasanceThe Indenture contains provisions for defeasat@my time of the entire indebtedness of thiu8gcupon
compliance with certain conditions set forth in thdenture.

4, Defaults and Remedie#f 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 exceptiossherein 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 IMbenture 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 Ségwtall be conclusive and binding upon such Holdet upon all future Holders of this
Security and of any Security issued upon the resgien 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 ofltidenture, 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 thedeawshall not have received from the
Holders of a majority in principal amount of Notsthe time Outstanding a direction inconsisterthwiuch request, and shall have failed to
institute any such proceeding, for 60 days afteeip of such notice, request and offer of indegnnihe 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 ImpairedNo reference herein to the Indenture and noigi@v 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, Exchangks provided in the Indenture and subject toaierimitations therein set forth, the
transfer of this Secunty 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 transfdoim 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 issag¢he designated transferee or transferees.

The Notes are issuable only in registered form euittcoupons in denominations of $1,000 and anygmatenultiple thereof. As
provided in the Indenture and subject to certamititions 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 regjst of transfer or exchange, but the Company regyire payment of a sum
sufficient to cover any tax or other governmentearge payable in connection therewith.

8. Persons Deemed OwneiRrior to due presentment of this Security fgrisiration of transfer, the Company, the Trustee
and any agent of the Company or the Trustee maytihe Person in whose name this Security is rgidtas 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 TermsAll terms used in this Security which are define the Indenture shall have the meanings assitméuen
in the Indenture.
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[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:

TENCOM  — astenants in common UNIF GIFT MIN ACT — Custodian
TEN ENT — as tenants by the entireties (Cust) (Minor)
JT TEN — as joint tenants with right of survivorship and Under Uniform Gifts to Minor:
as tenants in commc 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 IDENTIFYINGSUMBER 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 Campeith full power of substitution in the premisi

Dated: Signed:

Notice: The signature to this assignment must spoad with the
name as it appears upon the face of the withinrggén every
particular, without alteration or enlargement oy ahange whateve

Signature Guarantee

* Participant in a recognized Signature Guaranteeldflion Program
(or other signature guarantor acceptable to thet@éa).

A-6




Exhibit 8.1

SULLIVAN @ O ot tfcs Sqr A
WORCESTER e

wwwr sandw. com

February 17, 201

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 investrirast (the “Company”)o be
filed with the Securities and Exchange Commissthe (SEC”) as Exhibit 8.1 to the Company’s AnnuajpRrt on Form 10-K for the year
ended December 31, 2011 (the “Form 10-K”) underSbeurities Exchange Act of 1934, as amended.

We have acted as counsel for the Company in coiomewith the preparation of the Form 10-K. We hasr@iewed 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 tarfurnish the opinion hereinafter set forth.dbing so, we have assumed the
genuineness of all signatures, the legal capa€itatural 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 Compamynended and restated declaration of
trust, as amended and supplemented, and its amendee@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 interpretatitivereof, 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 Departwfelshbor 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 sectidiitem 1 of the Form 10-K captioned “Federal ImmTax Considerations” and
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“ERISA Plans, Keogh Plans and Individual Retirem&atounts”, we have made certain assumptions thewail expressed certain conditions
and qualifications therein, all of which assumpsipoonditions and qualifications are incorporatetem by reference. With respect to all
guestions of fact on which our opinion is based haee assumed the initial and continuing truthpeacy and completeness of: (i) the
information set forth in the Form 10-K and in thénibits thereto; and (ii) representations madestbyi officers of the Company or contained
in the Form 10-K and in the exhibits thereto, isteauch instance without regard to qualificatiomshsas “to the best knowledge of” dan‘the
belief of”. We have not independently verified Bueformation.

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: (A) wepétbe opinion that the discussions with respedidx Laws matters and ERISA
Laws matters in the sections of Item 1 of the F&O¥K captioned “Federal Income Tax Consideraticarsd “ERISA Plans, Keogh Plans and
Individual Retirement Accounts”, in all materiabpects are, subject to the limitations set fordraém, the material Tax Laws consequences
and the material ERISA Laws consequences relevanvhers of the securities of the Company discuiseein (the “Securities”), and
(B) we hereby confirm that the opinions of counséérred to in said sections represent our opinanghe 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 aglyisu of any subsequent changes of the
matters stated, represented or assumed hereiry @ubsequent changes in Tax Laws or ERISA Laws.

This opinion is rendered to you in connection wtith filing of the Form 10-K. This opinion may rmt relied upon for any other
purpose, or furnished to, quoted or relied upomiwy other person, firm or corporation for any otherpose, without our prior written
consent, except that (A) this opinion may be furator quoted to judicial or regulatory authoritiesring jurisdiction over you, and (B) this
opinion may be relied upon by purchasers and owofeltee Securities currently entitled to rely opitrsuant to applicable provisions of
federal securities law. Purchasers and ownenseoSecurities are urged to consult their own tagsads or counsel, particularly with respect
to their particular tax consequences of acquiravgning and disposing of the Securities, which magy\for investors in different tax
situations. We hereby consent to the filing obpaycof this opinion as an exhibit to the Form 10wKich is incorporated by reference in the
Company’s Registration Statement on Form S-3 (Rde333-160480) under the Securities Act of 1933amended (the “Act”), and to the
references to




our firm in the Form 10-K and such Registrationt&tzent. In giving such consent, we do not thewredmit that we come within the category
of persons whose consent is required under Seétadrthe Act or under the rules and regulationthefSEC promulgated thereunder.

Very truly yours,
/s/ Sullivan & Worcester LLI
SULLIVAN & WORCESTER LLP
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Exhibit 10.82

ACCESSION AGREEMENT

THIS ACCESSION AGREEMENT, dated as of December(,12 is entered into by SNH CALI TENANT LLC, a Delare limitec
liability company (the “ Compan$).

RECITALS :

The Company has entered into a Management Agreeftient Management Agreemefjt with FVE Managers, Inc., a Maryla
corporation (*_Managet), dated as of December 1, 2011, with respect to $kested living facility known as Tiffany Court ahacated €
1866 San Miguel Drive, Walnut Creek, Californialiiffany Court”).

Manager and certain affiliates of the Company aigs to that certain Pooling Agreement, datedfdday 12, 2011, by and ama
the Manager and the parties listed on Scheduleefethb (the “ Pooling Agreemetit Capitalized terms used in this Accession Agree
without definition shall have the meanings giverstich terms in the Pooling Agreement.

The Company desires to become a party to the RpAljmeement with respect to Tiffany Court.

NOW, THEREFORE:

The Company hereby accedes and becomes a pare tBdoling Agreement as an Additional TRS, agreebet bound by tt
provisions of the Pooling Agreement with respecTiffany Court, and acknowledges that provisionghaf Management Agreement will
superseded as provided therein, on and after tieefidst above written.

IN WITNESS WHEREOF, this Accession Agreement has been duly executeddalieered by the Company with the intentiol
creating an instrument under seal.

COMPANY:
SNH CALI TENANT LLC,

a Delaware limited liability compar

By: /s/ Richard A. Doyle
Richard A. Doyle
Presiden




ACCEPTED:

FVE MANAGERS, INC.,
a Maryland corporatio

By: /s/ Bruce J. Mackey J

Bruce J. Mackey J
Presiden




Schedule to Exhibit 10.82

There are nine accession agreements to the Pobdireement with FVE Managers, Inc., a representdtuwa of which is filed herewith. Tt
other eight accession agreements, with the resjeggtirties and applicable to the respective comtiesriisted below, are substantially
identical in all material respects to the represtive form of accession agreement filed herewith.

Entity Facility Date
SNH BRFL Tenant LLC 22601 Camino Del MaBoca Raton, Florida 334 December 15, 201
SNH CCMD Tenant LLC 8100 Connecticut AvenuChevy Chase, Maryland 208 December 15, 201
SNH PLFL Tenant LLC 8500 West Sunrise BoulevalPlantation, Florida 3332 December 15, 201
SNH Teaneck Tenant LL 655 Pomander WallTeaneck, New Jersey 076 December 15, 201
SNH SE Tenant TRS, In 1371 South Ocean BoulevaPompano Beach, Florida 330 December 15, 201
SNH SE Tenant TRS, In 2480 North Park RoaHollywood, Florida 3302; December 15, 201
SNH SE Tenant TRS, In 3201 Plumas StreeReno, Nevada 895( December 15, 201

SNH SE Tenant TRS, In 200 Terrace Lane, Priceville, Alabama 35! February 1, 201
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Exhibit 12.1
Senior Housing Properties Trust

Computation of Ratios of Earnings to Fixed Charges
(dollars in thousands)

Year Ended December 31,

2011 2010 2009 2008 2007
Earnings
Net income $ 151,41¢ $ 116,48' $ 109,71 $ 106,51. $ 85,30:
Fixed charge 98,26: 80,017 56,40¢ 40,15¢ 37,75t
Adjusted earning $ 249,68: $ 196,50. $ 166,11¢ $ 146,66! $ 123,05¢

Fixed charge:

Interest expens $ 98,26: $ 80,017 $ 56,40« $ 40,15 $ 37,75:
Ratio of earnings to fixed charg 2.5x 2.5x 2.9x 3.7x 3.3x




QuickLinks

Exhibit 12.1



QuickLinks-- Click here to rapidly navigate through this domnt

Name

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—cCleveland, 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
MSD—Orangeburg, LLC
MSD—~Paducah, LLC
MSD—Seneca, LLC

SENIOR HOUSING PROPERTIES TRUST
SUBSIDIARIES OF THE REGISTRANT

Exhibit 21.1

State of Formation,
Organization
or Incorporation

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
Maryland
Maryland
Maryland

Name
MSD—Sheffield, LLC
MSD Pool 1 LLC
MSD Pool 2 LLC
O.F.C. Corporatiol
Panther GenPar Tru

State of Formation,
Organization

or Incorporation
Maryland

Maryland
Maryland
Indiana
Maryland



Panther Holdings Level I, L.

RSA Healthcare, Inc

Savannah Square, Ir
SHOPCC-SD, LLC

SNH ALT Leased Properties TrL
SNH ALT Mortgaged Properties Tru
SNH Ashton Gables LL¢

SNH BRFL Properties LL(

SNH BRFL Tenant LLC

SNH CALI Tenant LLC

SNH Capital Trust Holding

SNH Capital Trust

SNH Capital Trust |

SNH Capital Trust Il

SNH CCMD Properties LL(

SNH CCMD Properties Borrower LL
SNH CCMD Tenant LLC

SNH CHS Properties Tru

SNH Clear Creek Properties Trt
SNH FM Financing LLC

SNH FM Financing Trus

SNH IL Properties Trus

SNH Independence Park LL

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 LL
SNH NS Mtg Properties 2 Tru

SNH NS Mtg Properties 3 Tru

SNH NS Mtg Properties 4 Tru

SNH NS Properties Tru

SNH PLFL Properties LL(

SNH PLFL Tenant LLC

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 L1
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 SE Ashley River LL(C

Delaware
Tennesse
Georgia
Delaware
Maryland
Maryland
Maryland
Delaware
Delaware
Delaware
Maryland
Maryland
Maryland
Maryland
Delaware
Delaware
Delaware
Maryland
Maryland
Delaware
Maryland
Maryland
Delaware
Maryland
Maryland
Maryland
Delaware
Maryland
Massachusett
Delaware
Maryland
Maryland
Maryland
Maryland
Delaware
Delaware
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Delaware

Name

SNH SE Ashley River Tenant LL

SNH SE Barrington Boynton LL!

SNH SE Barrington Boynton Tenant LL
SNH SE Burlington LLC

SNH SE Burlington Tenant LL!

SNH SE Daniel Island LL(

SNH SE Daniel Island Tenant LL

SNH SE Habersham Savannah L
SNH SE Habersham Savannah Tenant |
SNH SE Holly Hill LLC

SNH SE Holly Hill Tenant LLC

SNH SE Kings Mtn LLC

SNH SE Kings Mtn Tenant LL!

SNH SE Mooresville LLC

SNH SE Mooresville Tenant LL

SNH SE N. Myrtle Beach LL(

SNH SE N. Myrtle Beach Tenant LL

State of Formation,
Organization

or Incorporation
Delaware

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware



SNH SE Properties LLt

SNH SE Properties Tru

SNH SE Tenant TRS, In

SNH Somerford Properties Trt
SNH Teaneck Properties LL
SNH Teaneck Tenant LL

SNH Tellico Village Property LLC
SNH TRS, Inc

SNH Well Properties G-MD LLC
SNH Well Properties Tru:

SNH Yonkers Properties Tru
SNH Yonkers Tenant In
SNH/CSL Properties Tru:
SNH/LTA Properties GA LLC
SNH/LTA Properties Trus
SNH/LTA SE Home Place New Bern LL
SNH/LTA SE McCarthy New Bern LL(
SNH/LTA SE Wilson LLC
Somerford Corp

SPTGEN Properties Tru
SPTIHS Properties Tru
SP1-Michigan Trust

SPTMISC Properties Tru
SPTMNR Properties Tru:
SPTMRT Properties Tru:
SPTSUN Properties Tru
SPTSUN Il Properties Tru

Delaware
Maryland
Maryland
Maryland
Delaware
Delaware
Maryland
Delaware
Delaware
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Delaware
Delaware
Delaware
Delaware
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
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Exhibit 23.1
Consent of Independent Registered Public Accountingirm

We consent to the incorporation by refeecincthe Registration Statement (Form S-3 No. 333480) of Senior Housing Properties
Trust and in the related Prospectus of our reptated February 17, 2012, with respect to the caseield financial statements and schedu
Senior Housing Properties Trust, and the effectgsrof internal control over financial reportingSefnior Housing Properties Trust, included
in this Annual Report (Form 10-K) for the year edd#ecember 31, 2011.

/sl Ernst & Young LLF

Boston, Massachusetts
February 17, 201
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Exhibit 31.1
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-14 (a) AND 15d-14(a)
I, 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 coraynuntrue statement of a material fact or oméitate a material fact

necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading
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 all
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) anaré responsible for establishing and maintainisgldsure controls and
procedures (as defined in Exchange Act Rules 13a}Hhd 15d-15(e)) and internal control over finaheporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f))tfar registrant and have:

a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned
under our supervision, to ensure that materialrinégion relating to the registrant, including ithsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period inigh this report is
being prepared;

b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financégorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registrantsl@lsire controls and procedures and presentedsimgport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by this
report based on such evaluation; and

d) Disclosed in this report any change in the regmanternal control over financial reporting tlegcurred during the
registrant's most recent fiscal quarter (the regis's fourth fiscal quarter in the case of an ahreport) that has
materially affected, or is reasonably likely to evélly affect, the registrant's internal contrgko financial reporting;
and

5. The registrant's other certifying officer(s) artblve disclosed, based on our most recent evaluatiorternal control over
financial reporting, to the registrant's auditansl éhe audit committee of the registrant's boardictors (or persons
performing the equivalent functions):

a) All significant deficiencies and material weaknesssethe design or operation of internal contra¢iofimancial reportin
which are reasonably likely to adversely affectbgistrant's ability to record, process, summaaizé report financial
information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéein the
registrant's internal control over financial repugt

Date: February 17, 2012 /s/ BARRY M. PORTNOY

Barry M. Portnoy
Managing Truste:
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Exhibit 31.2
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-14 (a) 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 coraynuntrue statement of a material fact or oméitate a material fact

necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading
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 all
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) anaré responsible for establishing and maintainisgldsure controls and
procedures (as defined in Exchange Act Rules 13a}Hhd 15d-15(e)) and internal control over finaheporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f))tfar registrant and have:

a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned
under our supervision, to ensure that materialrinégion relating to the registrant, including ithsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period inigh this report is
being prepared;

b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financégorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registrantsl@lsire controls and procedures and presentedsimgport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by this
report based on such evaluation; and

d) Disclosed in this report any change in the regmanternal control over financial reporting tlegcurred during the
registrant's most recent fiscal quarter (the regis's fourth fiscal quarter in the case of an ahreport) that has
materially affected, or is reasonably likely to evélly affect, the registrant's internal contrgko financial reporting;
and

5. The registrant's other certifying officer(s) artblve disclosed, based on our most recent evaluatiorternal control over
financial reporting, to the registrant's auditansl éhe audit committee of the registrant's boardictors (or persons
performing the equivalent functions):

a) All significant deficiencies and material weaknesssethe design or operation of internal contra¢iofimancial reportin
which are reasonably likely to adversely affectbgistrant's ability to record, process, summaaizé report financial
information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéein the
registrant's internal control over financial repugt

Date: February 17, 2012 /sl ADAM D. PORTNOY

Adam D. Portnoy
Managing Truste:
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Exhibit 31.3
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-14 (a) AND 15d-14(a)
I, 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 coraynuntrue statement of a material fact or oméitate a material fact

necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading
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 all
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) anaré responsible for establishing and maintainisgldsure controls and
procedures (as defined in Exchange Act Rules 13a}Hhd 15d-15(e)) and internal control over finaheporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f))tfar registrant and have:

a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned
under our supervision, to ensure that materialrinégion relating to the registrant, including ithsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period inigh this report is
being prepared;

b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financégorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registrantsl@lsire controls and procedures and presentedsimgport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by this
report based on such evaluation; and

d) Disclosed in this report any change in the regmanternal control over financial reporting tlegcurred during the
registrant's most recent fiscal quarter (the regis's fourth fiscal quarter in the case of an ahreport) that has
materially affected, or is reasonably likely to evélly affect, the registrant's internal contrgko financial reporting;
and

5. The registrant's other certifying officer(s) artblve disclosed, based on our most recent evaluatiorternal control over
financial reporting, to the registrant's auditansl éhe audit committee of the registrant's boardictors (or persons
performing the equivalent functions):

a) All significant deficiencies and material weaknesssethe design or operation of internal contra¢iofimancial reportin
which are reasonably likely to adversely affectbgistrant's ability to record, process, summaaizé report financial
information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéein the
registrant's internal control over financial repugt

Date: February 17, 2012 /s DAVID J. HEGARTY

David J. Hegarty
President and Chief Operating Offic
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Exhibit 31.4
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-14 (a) 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 coraynuntrue statement of a material fact or oméitate a material fact

necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading
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 all
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) anaré responsible for establishing and maintainisgldsure controls and
procedures (as defined in Exchange Act Rules 13a}Hhd 15d-15(e)) and internal control over finaheporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f))tfar registrant and have:

a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned
under our supervision, to ensure that materialrinégion relating to the registrant, including ithsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period inigh this report is
being prepared;

b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financégorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registrantsl@lsire controls and procedures and presentedsimgport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by this
report based on such evaluation; and

d) Disclosed in this report any change in the regmanternal control over financial reporting tlegcurred during the
registrant's most recent fiscal quarter (the regis's fourth fiscal quarter in the case of an ahreport) that has
materially affected, or is reasonably likely to evélly affect, the registrant's internal contrgko financial reporting;
and

5. The registrant's other certifying officer(s) artblve disclosed, based on our most recent evaluatiorternal control over
financial reporting, to the registrant's auditansl éhe audit committee of the registrant's boardictors (or persons
performing the equivalent functions):

a) All significant deficiencies and material weaknesssethe design or operation of internal contra¢iofimancial reportin
which are reasonably likely to adversely affectbgistrant's ability to record, process, summaaizé report financial
information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéein the
registrant's internal control over financial repugt

Date: February 17, 2012 /sl RICHARD A. DOYLE

Richard A. Doyle
Treasurer and Chief Financial Offic
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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 Hodmg Properties Trust (the "Company") of the AnriRaport on Form 10-K for the period
ended December 31, 2011 (the "Report"), each ofititkersigned hereby certifies, to the best of hskedge:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities ExchangeoA 1934; and

2. The information contained in the Report fairly @ets, in all material respects, the financial ctodiand results of operations
of the Company.

/sl BARRY M. PORTNOY /s/ DAVID J. HEGARTY

Barry M. Portnoy David J. Hegarty

Managing Truste: President and Chief Operating Offic
/s/ ADAM D. PORTNOY /sl RICHARD A. DOYLE

Adam D. Portnoy Richard A. Doyle

Managing Truste: Treasurer and Chief Financial Offici

Date: February 17, 201
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MANAGEMENT AGREEMENT

THIS MANAGEMENT AGREEMENT (“Agreement”) is enteradto as of December 15, 2011, by and between FVE IL
Managers, Inc., a Maryland corporation (“Managea®)d SNH IL Properties Trust, a Maryland real estatestment trust (“Owner”).

RECITALS:

WHEREAS Owner intends to acquire certain real esaad personal property described in Exhibit Aqcted hereto (the
“Community”), which will be operated as an indepentlliving community; and

WHEREAS, Owner wishes to appoint Manager as manafgiie Community and Manager desires to accegt appointment and
manage the Community effective upon Owner’s actjaisthereof, all on the terms and conditions heprbvided;

NOW, THEREFORE, the parties hereto agree as follows

ARTICLE |
DEFINITIONS

The following terms shall have the following meaggrwhen used in this Agreement:

Section 1.01. “Accountants” means Ernst & Young LLP, or such otfiren of independent certified public accountaassmay
be approved by Owner and Manager.

Section 1.02. “Adverse Regulatory Event” is defined in Sectio@4|b).

Section 1.03. “Affiliate” means with respect to any Person, (ilyaPerson who directly or indirectly through onenwre
intermediaries controls, is controlled by or is endommon control with a Person or (ii) any Persbwhich a Person is the beneficial owner
of a twenty-five percent (25%) or greater intei@stiii) any Person who acquires all or substaltiall of the assets of a Person. A Person
shall be deemed to control another Person if sechdn, directly or indirectly, has the power teedirthe management, operations or business
of such Person. The term “beneficial owner” fostand other definitions, having the meaning giwechserm in Rule 13d-3 under the
Securities Exchange Act of 1934, as amended.

Section 1.04. “Agreement” means this Management Agreement betv@ener and Manager, and any amendments hereto.

Section 1.05. “Annual Operating Budget” is defined in Section17.0

Section 1.06. “Approved Budget” is defined in Section 7.01.

Section 1.07. “Bankruptcy” means, with reference to either party:

€)) the filing by a party of a voluntary petition inddauptcy or insolvency or a petition for reorgariaa under any
bankruptcy law, or the admission by a party thét it




unable to pay its debts as they become due, onshieution of any proceeding by a party for itssblution;

(b) the consent by a party to an involuntary petitiobankruptcy or the party’s failure to vacate, withinety (90)
days from the date of entry thereof, any order ayipg an involuntary petition with respect to symarty; or

(c) the entering of an order, judgment or decree bycanyt of competent jurisdiction, on the applicataf a creditor,
adjudicating a party as bankrupt or insolvent grraping a petition seeking reorganization or appoia receiver, trustee, or liquidator of all
or a substantial part of a party’s assets, and stadr, judgment or decree’s continuing unstayetiiareffect for an aggregate of sixty (60)
days (whether or not consecutive) in any 12 moetiiog.

Section 1.08. “Base Fee” is defined in Section 3.01.

Section 1.09. “Business Day” means any day other than a SatuSlarydlay or other day on which commercial bank&én t
Commonwealth of Massachusetts are authorized szclo

Section 1.10. “Capital Replacements” means replacements and e FF&E at the Community and such repairs,
maintenance, alterations, improvements, renewalgeplacements to the Community building and itsmamical systems which are
classified as capital expenditures under GAAP.

Section 1.11. “Change in Control” means (a) the acquisition by Berson, or two or more Persons acting in conoért,
beneficial ownership (within the meaning of Ruleli3of the Securities and Exchange Commission)&%¥9or more, or rights, options or
warrants to acquire 9.8% or more, of the outstapdhmres of voting stock or other voting intere$tslanager or Owner, as the case may be
(either, a “Relevant Person”) or of any directrutifect parent of a Relevant Person (“Parent”therpower to direct the management and
policies of a Relevant Person or Parent, direatiyndirectly, (b) the merger or consolidation dRalevant Person or Parent with and into any
Person or the merger or consolidation of any Pergtinand into a Relevant Person or any Pareng(dtian the merger or consolidation of
any Person into a Relevant Person or Parent tlest wlat result in a Change in Control of a Relearson or Parent under clauses (a), (c),
(d), (e) or (f) of this definition), (c) any one prore sales, conveyances, dividends or distribatiorany Person of all or any material portion
of the assets (including capital stock or othelitygnterests) or business of a Relevant PersdPaoent, whether or not otherwise a Change in
Control, (d) the cessation, for any reason, ofitlkdéviduals who at the beginning of any twenty-f¢R4) consecutive month period
(commencing on the date hereof) constituted thedoofdirectors of a Relevant Person or any Pategether with any new directors whose
election by such board or whose nomination fortaadiy the shareholders of a Relevant Person pPanent was approved by a vote of a
majority of the directors then still in office wheere either directors at the beginning of any samtiod or whose election or nomination for
election was previously so approved, but excluding individual whose initial nomination for, or agsption of, office as a member of such
board of directors occurs as a result of an aciuiireatened solicitation of proxies or conseatdtie election or removal of one or more
directors by any Person other than a




solicitation for the election of one or more dimstby or on behalf of the board of directors) aastitute a majority of the board of directors
of a Relevant Person or any Parent then in ofticée) the adoption of any proposal (other thanegatory proposal) by a Relevant Person or
any Parent not approved by vote of a majority efdirectors of a Relevant Person or any Parenheasase may be, in office immediately
prior to the making of such proposal, or (f) theation to the board of directors of a Relevant ®eim any Parent of any individual not
nominated or appointed by vote of a majority of directors of a Relevant Person or any Parentfineoimmediately prior to the nomination
or appointment of such individual.

Section 1.12. “Code” means the Internal Revenue Code of 1986&n@nded.
Section 1.13. “Community” is defined in the recitals to this Agreent.

Section 1.14. “Community Expenses” means all costs and expersdated to the maintenance, operation, repair, r&av,
replacement and staffing of the Community thatremenally charged as operating expense under GA#dyding: (a) costs of inventory and
supplies (including Household Replacements) useddroperation of the Community; (b) amounts pagablthird parties or expenses
otherwise incurred with respect to the marketintyeatising, leasing, use, repair or maintenandb@Community and any expense incurred
in order to obtain or maintain any operating pesplitenses, approvals or certifications, includamy licensing or registration fees and
expenses associated therewith; (c) amounts pay@biéd parties for billing and collections of aomis due for goods and services provided
to patients and Tenants, including for the collatf delinquent rentals and other costs requinezbnnection with the enforcement of any
lease or resident agreement; (d) amounts payalihérdoparties under service contracts; (e) amopay@ble to third parties for auditing
(including any audits that may be required purstatgection 6.02), tax preparation, accounting risidmanagement services and legal fees;
(f) all Personnel Costs incurred by Manager fopalisonnel employed, and independent contractoosprdvide services, at the Community
or whose services are entirely allocable to the @amity (or a pro rata share of such Personnel Godte case of services provided by a
regional business manager or a Shared Employe@éddielow)); (g) costs of all utilities servingetiCommunity; (h) costs of insurance
premiums for insurance at the Community; (i) the@&ee payable to Manager; (j) costs incurred byadar for electronic data processing
equipment, systems, software or services useaadmmunity; (k) all Impositions and all relatedst(subject to the requirements of
Section 5.05); () all expenses, including settlatrgayments, penalties, fines, repayments, congultalegal fees and any other costs
incurred, related to audits, investigations, inigsior reviews of the Community or Owner by a Gawegntal Authority, accreditation body
a contractor of a Governmental Authority; (m) arlyey recoupments, repayments, adjustments, recaiails or other payments made or
returned to Tenants and any related consultantesyad fees; (n) costs payable to prevent, curemect any violation of Legal Requirements
with respect to the Community or Owner; and (ok&dscurred to litigate, negotiate and/or settlg eivil claim, action or litigation, includin
any amounts payable pursuant to a settlement, jadgor damages award and related legal fees.

If any Community Expenses (e.g., advertising, infation technology, reporting and other systemstferoperation of the
Community and personnel training), but not inclgdPersonnel Costs, are shared with other seniagilggacilities managed or operated by
Manager




or its Affiliates (the “Shared Expenses”), whetbamed by Owner or its Affiliates or other partié&nager shall identify such Shared
Expenses in the Annual Operating Budget and this fasallocation. In addition, Manager may allazas a Community Expense a pro rata
share of the Personnel Costs Manager incurs withexd to any employee or independent contractoiydimg for Home Office Personnel to
the extent allowed by Section 4.03, who providesises at the Community and at other independeirtdicommunities managed or operz
by Manager (a “Shared Employee”) in accordance waiittallocation formula approved by Owner, whichrappl shall not be unreasonably
withheld, conditioned or delayed.

Community Expenses shall not include, unless otlserapproved by Owner: costs for Home Office Pamsb(except as allowed |
Section 4.03), costs for Manager’s in-house acéograind reporting systems, software or servicabd@xtent used exclusively at Manager’s
home office, other home office and corporate lexglenses and travel expenses of personnel asdigmaxdk exclusively at the Community,
except for such Community related travel expensemr@ generally reimbursed or paid pursuant t&€Cdmmunity’s policies and procedures.

Section 1.15. “Condemnation” means a taking by Governmental Arithén an eminent domain, condemnation, compulsory
acquisition or similar proceeding for any publicqurasi-public use or purpose.

Section 1.16. “Discount Rate” means the yield reported as of Q®0M. on the Business Day prior to the date ofieation of
this Agreement on the display designated as “Pade Bor such other display as may replace Page &XBloomberg Financial Markets
(“Bloomberg”) or, if Page PX1 (or its successorestr on Bloomberg) is unavailable, the Telerate As&ervice screen which corresponds
most closely to Page PX1) for the most recentlyadsactively traded U.S. Treasury securities hagingaturity equal to the number of years
between the date of termination and the schedwupuagion date of the Term (including any extensibrthe Term, but not in excess of
twenty (20) years in any event), plus 300 basistspbr if such yields shall not be reported asuwh time or the yields reported as of such
time shall not be ascertainable (including by wainterpolation), the Treasury Constant Maturityi€e Yields reported for the latest day for
which such yields shall have been so reported &seoBusiness Day prior to the date of terminatibthis Agreement in Federal Reserve
Statistical Release H.15 (519) (or any comparalteessor publication) for actively traded U.S. Bres securities having the same maturity,
plus 300 basis points. If necessary, U.S. Treasilirguotations shall be converted to bond equinaigelds in accordance with accepted
financial practice and interpolating linearly betmereported yields.

Section 1.17. “Event of Default” is defined in Section 14.01,tadManager, and in Section 14.02, as to Owner.
Section 1.18. “FF&E” means furniture, fixtures, furnishings, sgfods, case goods, vehicles, systems and equipment
Section 1.19. “GAAP” means generally accepted accounting principleslagtad by the Financial Accounting Standards Bc
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Section 1.20. “Governmental Authority” means any United Statedefml, state or local government or political swixion
thereof, or any court, administrative agency or gossion or other quagjevernmental authority or instrumentality or anpdivision thereof

Section 1.21. “Gross Revenues” means all revenues derived froenadipg the Community, determined in accordanch wit
GAAP, including: income (from both cash and crédinsactions, net of any fee therefor and fromsrand other community fees, monthly
occupancy fees or payments and any and all otleerged payments received from or on behalf of Tispnarcome from food and beverage
and catering sales; income from vending machines paoceeds, if any, from business interruptiomiiasce and all other revenues from the
operation of the Community; provided that, Grossdteies shall not include: (i) gratuities to empksyat the Community, (ii) federal, state
or municipal excise, sales or use taxes or sirtalegs imposed at the point of sale and collectegttly from Tenants or guests of the
Community or included as part of the sales pricargf goods or services, (iii) proceeds from the sflIFF&E and any other capital asset,
(iv) interest received or accrued with respechmonies in any accounts referred to in Sectifd,5v) proceeds of any financing or
refinancing of the Community, (vi) proceeds of amgurance policy (except business interruptionriasae) or condemnation or other taking,
(vii) any cash refunds, rebates or discounts tcaienof the Community, cash discounts and credlidsssimilar nature, given, paid or returned
in the course of obtaining Gross Revenues or coepisrthereof to the extent not reflected in comtraaallowances, (viii) proceeds from any
sale of the Community or any other capital trarisac{(ix) Tenant funds on deposit or security dégsamtil such time and to the extent as the
same are applied to current rent or any fees dusefwices rendered, (x) awards of damages, settieproceeds and other payments receivec
by Owner in respect of any litigation other thaightion to collect rent and any fees due for smsirendered at the Community and
(xi) payments under any policy of title insuranday community fees or deposits that are refundea T@nant shall be deducted from Gross
Revenues during the month in which such refundsrerde, if previously included in Gross Revenues.

Section 1.22. “Home Office Personnel” is defined in Section 4.03.

Section 1.23. “Household Replacements” means supply items inafytinen, china, glassware, silver, uniforms, ainailar
items.

Section 1.24. “Impositions” means all levies, assessments andagiitharges, including: all water, sewer or simfises, rents,

rates, charges, excises or levies, vault license de rentals; license and regulatory approvat fiespection fees and other authorization fees
and other governmental charges of any kind or patdratsoever (and all interest and penalties tingredhich at any time during or in resp

of the Term may be assessed, levied, confirmethposed on the Community, Owner or Manager withees the Community or the
operation thereof, or otherwise in respect of oaltien upon the Community (including, on any af thventories or Household Replacements
now or hereafter located therein). Impositiondlsiwt include (i) any income or franchise taxeyaiale by Owner or Manager or (ii) any
franchise, corporate, capital levy or transferitagosed on Owner or Manager.

Section 1.25. “Incentive Fee” is defined in Section 3.01.
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Section 1.26. “Intellectual Property” means (i) all software déoed and owned by Manager or an Affiliate of Magragnd
(i) all written manuals, instructions, policiegopedures and directives issued by Manager tonifd@yees at the Community regarding the
procedures and techniques to be used in operadtite ommunity.

Section 1.27. “Interest Rate” means an annual rate of 8%, buhigiter than the highest rate permitted by law.

Section 1.28. “Invested Capital” means an amount equal to thelmse price of the Community paid by Owner (inahgdi
acquisition expenses and the principal amount pfiatiebtedness secured by a Mortgage and any nefimg thereof), increased by any
amounts paid by Owner for Capital Replacementsesiatlding amounts funded by Owner for Working Calpias reflected on the books and
records of Owner, less any amounts representingepads from the sale of Capital Replacements oo#rer capital asset, and in all events,
subject to adjustment based on any audit condymtesiiant to Section 6.03(b).

Section 1.29. “Legal Requirements” means any permit, licensetjfaeate, law, code, rule, ordinance, regulatioroader of any
Governmental Authority, Board of Fire Underwritersany body similar to any of the foregoing havjagsdiction over the business or
operation of the Community or the matters whichtheesubject of this Agreement, including any hiaidg zoning or use laws, ordinances,
regulations or orders, environmental protectionsland fire department rules.

Section 1.30. “Manager” is defined in the initial paragraph oisti\greement.

Section 1.31. “Management Fees” means the Base Fee and the ivee&iate.

Section 1.32. “Mortgage” means any mortgage or deed of trustnae against the Community.

Section 1.33. “Net Operating Income” means the excess (if anygafss Revenues over Community Expenses, calcubatedh

accrual basis.

Section 1.34. “Owner” is defined in the initial paragraph of ttAgreement.
Section 1.35. “Owner Priority Return” means an amount equal ghepercent (8%) of Invested Capital.
Section 1.36. “Owner Residual Payment” means an amount equaletdNet Operating Income remaining after paymeithef

Owner Priority Return and the Incentive Fee.

Section 1.37. “Person” means any natural person, corporatioritduiriability company, trust, joint venture, pagtship,
Governmental Authority or other entity.

Section 1.38. “Personnel Costs” means total cash compensatiats ob training programs, hiring expenses, severanc
payments, payroll taxes, workers’ compensatiowglraxpenses, incentive programs (e.g., workensipgnsation and risk management
related incentive programs) and employee fringeebenpayable to such personnel.
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Section 1.39. “Proprietary Marks” means all trademarks, trade esnsymbols, logos, slogans, designs, insigniaemsy
devices and service marks which are used by Managddentify the Community, whether they are novhereafter owned by Manager or ¢
of its Affiliates, and whether or not they are stgred under the laws of the United States.

Section 1.40. “Tenants” mean the individuals residing at the Camity.
Section 1.41. “Term” is defined in Section 12.01.

Section 1.42. “Termination Fee” means, if this Agreement is terated under Section 12.02(i) or 14.04, an amoumdletg the
present value of the payments that would have besde to Manager between the date of terminatiorttedcheduled expiration date of the
Term (including any extension of the Term, but foota period in excess of twenty (20) years in angnt) as Management Fees if this
Agreement had not been terminated, calculated basel the average of the Management Fees earmattinof the three (3) calendar years
ended prior to the Termination Date, discounteghadnnual rate equal to the Discount Rate.

Section 1.43. “Unsuitable for Use” means, as a result of damédgstruction or partial Condemnation, the Commucégnot be
reasonably expected to be restored to its prioditiom within nine (9) months and/or, in the go@ith judgment of Manager, or partial
Condemnation the Community cannot be operatedammranercially practicable basis.

Section 1.44. “Working Capital” means funds used in the day-tg-dperation of the Community.

ARTICLE Il
APPOINTMENT OF MANAGER

Section 2.01. Appointment of Manager Effective on Owner’s acquisition of the Commuyngubject to the terms and
conditions of this Agreement, Owner hereby appditémager as the sole and exclusive Manager fodalilg operation and management of
the Community. Manager accepts such appointmehfuather agrees to:

€)) perform the duties of Manager under this Agreenrenbmpliance with this Agreement, including Sext#06;

(b) (i) supervise and direct the management and operafithe Community in a financially sound, codeefive and
efficient manner; and (ii) establish and maintaiogsgams to promote the most effective utilizatiéihe Community’s services and maximize
occupancy and Gross Revenues;

(c) provide quality services to Tenants in a mannerpigimg with all Legal Requirements and the forniTehant
lease in use at the Community;

(d) establish appropriate marketing programs;
(e) maintain well trained, quality staff, in sufficientmber, at the Community;
7
® institute (i) a sound financial accounting systemthe Community, (ii) adequate internal fiscal iwols through

proper budgeting, accountant procedures and tifireycial performance, and (iii) sound billing acallection procedures and methods; and

(9) diligently monitor and assure physical plant maiatece and housekeeping consistent with a firss ctatependel
living community.

ARTICLE Il
PAYMENTS TO MANAGER; WORKING CAPITAL; CAPITAL REPLAEMENTS; INSUFFICIENT FUNDS

Section 3.01. Management FeesAs compensation for the services to be rendeyddanager under this Agreement, Manager
shall receive a management fee (“Base Fee”) duhiederm equal to three percent (3%) of the GrassRues of the Community and an
additional fee (“Incentive Fee”) equal to thirty«i percent (35%) of Net Operating Income after paynof the Owner Priority Return. No
amount paid hereunder is intended to be, nor ghadl construed to be, an inducement or paymerreferral of Tenants by either party or :
of its Affiliates to the other party or any of idfiliates. The compensation being paid constutee fair market value of the services being
provided in light of the costs being incurred ahd time, energy, training, expertise and skillsures therefor, and is consistent with amo
that would result from arm’s-length negotiation$ween unrelated parties.

Section 3.02. Working Capital. Upon execution of this Agreement, Owner will adee to Manager, as Working Capital, an
amount equal to $1,500, multiplied by the numbeurdfs at the Community. Manager may, from timénee, request Owner to fund
additional amounts as Working Capital to pay Comityuexpenses, and if the parties do not agree oh additional amounts, the matter
shall be referred to arbitration.

Section 3.03. Capital ReplacementsThe cost of all Capital Replacements in an AppdoBudget shall be funded by Owner.
Funding will be made by Owner from time to timegafreceipt by Owner of such information from Maeagggarding the acquisitio




initiation or implementation of any Capital Replaets and the progress and performance thereoivagiGnay reasonably requi

Section 3.04. Insufficient Funds If at any time available Working Capital is iffstient to pay Community Expenses and
Owner has not timely funded additional amountsstarh purpose or Owner has not timely funded CaRiggllacements, Manager shall have
no obligation to advance its own funds therefor snelieved of any obligation to pay Community Exrges or the cost of Capital
Replacements to such extent. If Manager does aévissmiown funds, at such time as Owner advanaegsfto reimburse Manager, whether
by agreement or pursuant to an Award, Owner slagliNdanager interest on such amounts at the IntBatst from the date of Manager’s
advance of funds to the date of reimbursementhelfAward includes interest, Owner shall be ertitle offset such interest against its
obligation under this Section 3.04.




ARTICLE IV
MANAGEMENT SERVICES

Section 4.01. Authority of Manager and Management Servicesubject to the terms of this Agreement, Manapeatl have
discretion and control, free from interferenceeimiption or disturbance from Owner or those clairy, through or under Owner, in all
matters relating to the day-to-day management gedation of the Community. Such discretion andi@drshall include the authority to
negotiate and execute contracts its own namegimaime of and on behalf of Owner and/or the Comiwuini each case, subject to the terms
of this Agreement. Manager shall implement alleasp of the operation of the Community in accoréanith the terms of this Agreement,
and shall have responsibility and commensurateoaitytfor all such activities. Without limiting thgenerality of the foregoing, in addition to
any other services set forth in this Agreement, &dgam shall, consistent with the Approved Budget:

€)) enter into all contracts, leases and agreementsreeljn the ordinary course of business for thgpby operation,
maintenance of and provision of services to the @anity (including food procurement, building semsdincluding cleaning, trash removal,
show plowing, landscaping, carpet cleaning and pastrol), utilities and licenses and concessi@ansdmmercial space in the Community);
provided that, unless specifically set forth in &mproved Budget, Manager shall obtain the writtensent of Owner before entering into any
contract, lease or agreement not terminable ortyn{9€) days notice without payment of premium enalty, which consent shall not be
unreasonably withheld, conditioned or delayed;

(b) purchase such inventories, provisions, food, seppliousehold Replacements and other expendails és are
necessary to operate and maintain the Communttyeirmanner required pursuant to this Agreement;

(c) provide services to Tenants in compliance withTleaant leases in use at the Community and seeaklifts fees
and charges including those for accommodation, toatiother services;

(d) in its own name and on behalf of and, with the eoh®f Owner, in the name of Owner, which consaatisot be
unreasonably withheld, conditioned or delayednstiiute and/or defend, as the case may be, anglhledjal actions or proceedings relating
to the management and operation of the Community;

(e) prepare a marketing plan and direct all the mangetifforts; and
® oversee, manage and direct all day-to-day opemation
Section 4.02. Hiring and Training of Staff Manager shall have in its employ or under cantas all times a sufficient number

of capable employees or independent contractorsimgesl Legal Requirements, to enable it to propexdequately, safely and economically
manage, operate, maintain and account for the CanitynuAll matters pertaining to the retention, doyment, supervision, compensation,
training, promotion and discharge of such employseadependent contractors are the responsilwfityianager. All such individuals shall
be employees or independent contractors of Managanager shall comply with all applicable LegalgRigements having to do with
employers including, worker’'s compensation,




unemployment insurance, hours of labor, wages, iwgrkonditions and withholding of taxes from emmeywages. Manager shall have the
power to hire, dismiss or transfer the executiveaor at the Community, provided Manager shalpk@aner informed with respect to
Manager’s intentions to transfer or terminate tkecetive director and shall consult with Owner wigispect to the hiring of a replacement, it
being understood that any final decision shall laelenby Manager. If Owner becomes dissatisfied thighperformance of the executive
director, Owner shall have the right to confer withresentatives of Manager to discuss the replectaf the executive director or other
action, which shall be within the discretion of NMayer.

Section 4.03. Managets Home Office PersonnelManager may, in its discretion, provide its $&#% under this Agreement
through its Home Office Personnel, provided thatPersonnel Costs for such Home Office Personmd stt be a Community Expense
unless agreed to in advance by Owner. Managelrfsindder make its Home Office Personnel availdbleconsultation and advice related to
the Community without charge other than its Managenfrees. If Owner requests a type, form or lefeervice from Manager’'s Home
Office Personnel of a nature that would otherwis@lCommunity Expense, Manager shall provide saplices by Home Office Personnel
for an additional cost to be agreed to in advancklanager and Owner, which shall be a Communitydige. The term “Home Office
Personnel” shall include Manager's home officefstéath experience in areas such as accounting, &tirdy, finance, legal, human resources,
construction, development, marketing, food seregieé purchasing, among other areas.

Section 4.04. Tenant Leases Manager shall submit any forms of Tenant leasexher occupancy agreements used in
conjunction with the Community for Owner’s approtaifore they are used. Manager shall act as &o@zed representative of Owner in
executing Tenant leases and occupancy agreementgamager shall not enter into such leases farratabn of more than one year without
the prior consent of Owner, which consent shallbetinreasonably withheld, conditioned or delayed.

Section 4.05. Contracts with Affiliates Except for those Affiliates listed on Schedul@3} Manager shall not engage or pay
any compensation to any Affiliate of Manager fog fhrovision of services in connection with this Agment unless (a) such party is fully
qualified and experienced to provide the requirmdises, (b) both the scope of services and thepensation payable to such Affiliate for 1
services are consistent with then current marlketdstrds or comparable armi&igth transactions, and (c) Manager discloses snghgeme
to Owner as a transaction with an Affiliate of Mgea
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Section 4.06. Legal Requirements

€)) Subject to Owner’s discharge of its obligationsem8ection 4.06(b), Manager shall obtain and mairda behalf
of and in the name of the Community and/or Owneraf@plicable) all permits, licenses and certifisatxjuired by any Governmental
Authority for the use, operation or managemenhef€ommunity as a residential independent livingromnity.

(b) Owner agrees: (i) to sign promptly all applicaidar permits, licenses, and certificates necedsauthe use,
operation and management of the Community requoyeahy Governmental Authority and (ii) to providemptly such information and
perform such acts as are required in order for ldanto complete any such application and/or oldauor maintain any such permits,
licenses, or certificates.

(c) Manager shall cause all things to be done in andtahe Community as may be reasonably necessagniply
with all applicable Legal Requirements respecthggyuse, operation and management of the Commukignager shall keep its corporate
organization in good standing in the state in whiehCommunity is located and shall maintain atpooate permits and licenses required by
such state.

(d) If either party receives any written notice, repmrbther correspondence from a Governmental Autthahich
asserts a deficiency relating to the operatiothefGommunity or otherwise relates to the actughmatened suspension, revocation, or any
other action adverse to any permit, license olifagte required or necessary to use, operate antaia the Community, such party shall give
the other party prompt notice thereof and not Ititan three (3) Business Days after receipt.

ARTICLE V
COLLECTIONS AND PAYMENTS

Section 5.01. Collection and Priorities for Distribution of GroBevenues Manager shall collect all Gross Revenues antl sha
apply the Gross Revenues in the following ordepridrity:

First, to pay all Community Expenses (excluding Base Fee),
Second, to pay Manager all accrued but unpaid Base
Third, to pay Owner all accrued but unpaid Owneorily Return,
Fourth, to pay Manager the Incentive Fee, and
Fifth, to pay Owner the Owner Residual Payment.
Section 5.02. Timing of Payments Payment of the Community Expenses, excludind@Bteee Fee, shall be made in the ordil

course of business to the extent of available GResenues and Working Capital. The Base Fee bhalhid on the first Business Day of
each calendar month, in advance, based upon Mdadlgen estimate of the prior month’s Gross

11




Revenues. The Owner Priority Return shall be paithe first Business Day of each calendar monthdivance in approximately equal
monthly installments, based upon Invested Capita@tmecently reported to Manager by Owner. TheeBase and the Owner Priority Return
shall be subject to adjustment by increasing orafesing the payment due in the following month Hagmon the Gross Revenues reflected in
the monthly financial statements and the increas€apital Replacements reported to Manager by @farehe month just ended. If any
installment of the Base Fee or the Owner Priorigjgur is not paid when due, it shall accrue inteméthe Interest Rate. The Incentive Fee
and the Owner Residual Payment shall be paid ofagtéusiness Day of the calendar month follovitimg month to which such Incentive
Fee and Owner Residual Payment relate, in arraadgshased upon the monthly financial statementidittonal adjustments to all payments
will be made on an annual basis based upon thadiabstatements for the full calendar year andaumjits conducted pursuant to

Section 6.03.

Section 5.03. Credits and Collections Manager shall adopt credit and collection pekcand procedures. Manager shall
institute monthly billing by the Community and tadd steps necessary to collect accounts and momies to the Community, which may
include the institution of legal proceedings.

Section 5.04. Depositories for Funds Manager shall maintain one or more accounteémtame of Owner in one or more ba
selected by Manager and approved by Owner and myagsit therein all Gross Revenues and other fuallisoted or received by Manager
and due to Owner as owner of the Community. Manslyell be authorized to access the accounts witiheuapproval of Owner, subject to
any limitation on the maximum amount of any chetkny, established between Manager and Owner @®pthe Annual Operating Budge
Owner shall be a signatory on all accounts maiethinith respect to the Community, and Owner shalehthe right to require that Owner’s
signature be required on all checks/withdrawalsrafie occurrence of an Event of Default by Manamefer this Agreement. Owner shall
provide such instructions to the applicable ban&ésare necessary to permit Manager to implemenilyer’s rights and obligations under
this Agreement; provided, the failure of Owner toyide such instructions shall relieve Managert®bbligations hereunder until such time
as such failure is cured.

Section 5.05. Impositions. All Impositions which accrue during the Term éoe properly allocable to such Term under GAAP)
shall be paid by Manager before any fine, penaltyierest is added thereto or lien placed uporQbemunity or this Agreement, unless
payment thereof is stayed. Owner shall within {{BeBusiness Days after the receipt of any invdii# assessment, notice or other
correspondence relating to any Imposition, furiiEmnager with a copy thereof. Either Owner or Maragay initiate proceedings to contest
any Imposition (in which case each party agreesigo the required applications and otherwise caatpewith the other party in expediting 1
matter). Unless part of an Approved Budget, inenice of all costs by Manager of any negotiationgroceedings with respect to any such
contest shall be subject to Owner’s prior consshich shall not be unreasonably withheld, condiidior delayed. Nothing in this
Agreement is intended to modify the respective sasibility that the parties would otherwise haveay such Impositions as may be due and
payable.
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ARTICLE VI
ACCOUNTING; FINANCIAL STATEMENTS; AUDIT

Section 6.01. Accounting. Manager shall establish and administer accogmiincedures and controls and systems for the
development, preparation and safekeeping of reard$ooks of accounting relating to the businessfimancial affairs of the Community,
including payroll, accounts receivable and accopaigble.

Section 6.02. Financial Statements and Reparthlot later than ten (10) Business Days afterthe of each calendar month,
Manager shall prepare and deliver to Owner a balsheet and related statement of income and exf@nsech calendar month and for the
then current calendar year to date, certified by&dger’'s Controller on a monthly basis and by Mariagehief Financial Officer on a
quarterly basis as being true and correct to tisé difehis/her knowledge, with a comparison to thmved Budget.

The monthly financial statements shall be in suemfit as Owner may reasonably require. Managdrwioaide such other
financial statements as Owner may from time to tig@sonably request. In addition, at the requeSwmer, any or all of the financial
statements shall be audited by the Accountante@s &s practicable after such request.

Upon request, Manager shall also provide Owner imfibrmation relating to the Community, Manager dsdAffiliates that (i) may
be required in order for Owner or its Affiliatespicepare financial statements and to comply withapplicable tax and securities laws and
regulations, (ii) may be required for Owner or afiyts Affiliates to prepare federal, state, praial or local tax returns or (jii) is of the type
that Manager customarily prepares for other ownéfacilities it manages, and such other or speejpbrts as Manager may from time to
time determine are necessary or as Owner may raborequest.

Section 6.03. Audit Rights.

€)) Owner and its representatives shall have the aghtl reasonable times during usual business houaadit,
examine, and make copies of books of account (i@iegicopying any records contained in electronidiaemaintained by Manager with
respect to the Community, which audit or examimatitay cover any time period during the Term at Qvgndiscretion. Such right may be
exercised through any agent or employee desigimt€ivner or by an independent public accountanpdesed by Owner.

(b) Manager and its representatives shall have th¢ aigdll reasonable times during usual businessshiouaudit,
examine and make copies of books of account (imfudopying any records contained in electronic iechaintained by Owner with resp
to the Invested Capital and Capital Requiremeniéghvaudit or examination may cover any time pedadng the Term at Manager’s
discretion. Such right may be exercised throughaaent or employee designated by Manager or bgdependent public accountant
designated by Manager.
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ARTICLE VII
ANNUAL OPERATING BUDGET

Section 7.01. Annual Operating Budget Manager shall, on or before December 20 in eatdndar year during the Term,
deliver to Owner for Owner’s approval, an annuamping budget for the Community for the next cdbaryear (the “Annual Operating
Budget”) which shall include separate line items@apital Replacements and set forth an estimate, monthly basis, of Gross Revenues
and Community Expenses, together with an explanati@nticipated changes to Tenants charges, pagtek and positions, non-wage cost
increases, the proposed methodology and formuldagegh by Manager in allocating shared Community éhqes, and all other factors
differing from the then current calendar year. Fmmual Operating Budget shall be accompanied bgreative description of operating
objectives and assumptions. If Owner does not agpam Annual Operating Budget or any portion thEréshall do so, to the extent
practicable, on a line item basis. Manager and @whall cooperate to resolve disputed items, pexyiflthe Annual Operating Budget is not
approved by Owner within thirty (30) days of Owrsaréceipt, Manager shall operate under the exgiredial Operating Budget until a new
Annual Operating Budget is approved, provided linatitems for Impositions, insurance premiums atilities shall be the amounts actually
incurred for such items. If agreement on the Ani@adrating Budget cannot be reached within forge-fi45) days of Owner’s receipt (which
time may be extended upon mutual agreement ofahtéep), the matter shall be resolved by arbitrati®he Annual Operating Budget as
approved by Owner, or as resolved by arbitratiati,b& the “Approved Budget” for the applicable eatlar year. Manager will obtain
Owner’s prior approval for any expenditure whicHlyar is reasonably expected to, result in a va&@of 5% or more of any Approved
Budget.

ARTICLE VIII
TAX MATTERS; REIT QUALIFICATION

Section 8.01. Tax Matters. Manager shall use commercially reasonable afforbperate the Community in a manner to best
assure that Owner and the Community receive akfisrof applicable tax exemptions and/or creditsilable thereto from any Governmer
Authority. Manager will prepare or cause to bepared all tax returns required in the operatiothefCommunity, which include payroll,
sales and use tax returns, personal property taxnseand business, professional and occupatimegide tax returns. Manager shall timely
file or cause to be filed such returns as requinethe State; provided that Owner shall promptlyvide all relevant information to Manager
upon request, and any late fees or penalties negditbm delays caused by Owner shall be borne wn&. Manager shall not be responsible
for the preparation of Owner’s federal or stateme tax returns, provided Manager shall cooperdlg With Owner as may be necessary to
enable Owner to file such federal or state incomxa¢turns, including by preparing data reasoneddyested by Owner and submitting it to
Owner as soon as reasonably practicable followirop sequest.
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Section 8.02. REIT Qualification.

€)) Manager shall take all commercially reasonableoastreasonably requested by Owner for the purpiose o
qualifying Owner’s rental income from Tenants aants from real property” pursuant to Sections 8K@&{d856(d)(2)(C) and 856(d)(7)(C)(i)
of the Code. Manager shall not be liable if suedspnably requested actions, once implementedpfadve the desired result of qualifying
Owner’s rental income from Tenants as “rents frea property” pursuant to Sections 856(d)(1), 85&)C) and 856(d)(7)(C)(i) of the
Code. This Section 8.02 shall not apply in situagiwhere an Adverse Regulatory Event has occurnistéad, Section 8.04 shall apply.

(b) If Owner wishes to invoke the terms of Section &0)20wner shall contact Manager and the partief steet to
discuss the relevant issues and to develop a niysagdeed upon plan for implementing such reasgnedgjuested actions.

(c) Any additional out-of-pocket costs or expensesiireiby Manager in complying with such a requestlidte
borne by Owner (and shall not be a Community Expen®wner shall reimburse Manager for such expensest promptly, but not later
than five (5) Business Days after such expensesiris incurred.

Section 8.03. Further Compliance with Section 856(d) of the Code

€)) Manager shall not own, directly or indirectly omstructively (within the meaning of Section 856§]))6f the
Code), more than thirty-five percent (35%) of tharges of Senior Housing Properties Trust, a Mag/laal estate investment trust, whether
by vote, value or number of shares, and Managéf atterwise comply with any regulations or othdnanistrative or judicial guidance
existing under said Section 856(d)(5) of the Codta vespect to such ownership limits; Manager stailise its ultimate parent, Five Star
Quality Care, Inc. to enforce the restrictionsténaharter documents regarding five percent (5%yreater owners; and

(b) Manager, without the prior consent of Owner, whiohsent shall not be unreasonably withheld, coomtil or
delayed, shall not permit or suffer:

0] Manager to fail to continue as a corporation ursdate law and taxable under the Code as an associat

(i) Either of Manager’s affiliates, FSQ, Inc., a Delagvaorporation, and FVE Managers, Inc., a Delaware
corporation, to fail to continue as a corporatiowler state law and taxable under the Code as aniassn; or

(iii) for so long as Owner or any Affiliate of Owner dhsek to qualify as a “real estate investment'trus
under the Code, Manager to be reorganized, reateaitcombined, merged or amalgamated with anyiditi (as to
Manager) in such manner that would, or could, leeted to adversely affect (including, e.g., byligpgon of any
Person’s actual “disregarded entity” status underGode) Manager’s status as a Code Section 8b6({xxable REIT
subsidiary” of Owner or an Affiliate of Owner.
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ARTICLE IX
FINANCING; INSPECTION

Section 9.01. Financing of the Community Manager shall cooperate with Owner in connectvith any financing by Owner «
the Community.

Section 9.02. Ownerl's Right To Inspect Owner, or its employees, representatives, lendeagents shall have access to the
Community and the files, books, accounts, and dscof Manager related to the Community at any dinetasonable times during usual
business hours for the purpose of inspection owstgpthe Community to prospective purchasers, itorgs Tenants or mortgagees.

ARTICLE X
REPAIRS AND MAINTENANCE

Section 10.01. Repairs, Maintenance and Capital Replacememsinager shall maintain the Community in goodleoly, clean
and safe repair and condition consistent withst filass independent living community and in comity with Legal Requirements. Manager
shall make such routine and preventive maintenaepajrs and minor alterations, the cost of whigh be expensed under GAAP, as it, from
time to time, deems necessary for such purposesjstent with the Approved Budget. The cost ohsmaintenance, repairs and alterations
shall be paid from Gross Revenues. Manager stadersuch Capital Replacements as are contemplgti Approved Budget and funded
by Owner. The cost of such Capital Replacemerdah b funded by Owner.

Section 10.02. Emergency Repairs If either party has actual knowledge of, or reee a written order or notice from a
Governmental Authority, pertaining to a violationpmtential violation of any Legal Requirement tiglg to the physical condition of the
Community or the continued safe operation of then@uwinity, such party shall give the other party pppmotice thereof and not later than
three (3) Business Days after obtaining such kndgédeor, in the case of an order or notice from agBumental Authority, receipt. Manager
shall recommend appropriate remedial action to @wnd, subject to Owner’s consent (which shallb®tinreasonably withheld,
conditioned or delayed), take such remedial acpiooyided Manager shall be authorized to take gppate remedial action consisting of
repairs or maintenance to the Community withouéngng Owner’s prior consent: (a) in an emergerrgatening the safety of such
Community or its Tenants, invitees or employeesmoninent material physical damage to the Commuirity(p) if the continuation of the
given condition will subject Manager and/or Owrrégulatory, civil, or criminal liability or resuin the suspension or revocation of a
material permit, license or certificate. Any disegment regarding the necessity of taking such déexhaction and/or the funding of the cost
thereof that is not resolved by the parties witieim (10) Business Days shall be resolved by athitra

Section 10.03. Liens. Manager shall use commercially reasonable sfforprevent any liens from being filed against the
Community which arise from any maintenance, repaitsrations, improvements, renewals or replacésnaror to the Community. Manager
shall not file any lien against the Community.
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Section 10.04. Ownership. All repairs, replacements, alterations and amfut shall be the property of Owner.

Section 10.05. Casualty or Condemnationlf, during the Term, the Community is (a) togatlestroyed by fire or other casualty
there is a Condemnation or, (b) partially destrolgedire or other casualty or there is a partiah@emnation and as a result the Community is
Unsuitable for Use, either Manager or Owner mamieate this Agreement by sixty (60) days writteiceto the other and Owner shall be
entitled to retain the insurance proceeds or Comadion award, as the case may be.

If, as a result of partial destruction or parti@n@emnation, the Community is not rendered Unslatds Use, Owner shall make t
insurance proceeds or award received by Ownerablaito Manager as necessary to repair or redterddstroyed or untaken portion of the
Community to the same condition as existed preWousovided Manager shall have the right to didoare operating all or a portion of the
Community pending completion of the repairs oraestion as necessary to comply with Legal Requirgmer for the safe and orderly
operation of the Community.

If the cost of repair or restoration is less thaminsurance proceeds or award received by OwnvengOshall make available the
funds necessary to permit the Community or thekamtgortion to be repaired and restored. If thet obthe repair or restoration exceeds the
amount of insurance proceeds or award, Managelrghkalnotice to Owner setting forth in reasonadé¢ail the nature of such deficiency, i
Owner shall promptly advise Manager whether Owniéirfund the deficiency. If Owner does not eleatftind the deficiency, Manager may
terminate this Agreement by notice to Owner.

Any obligation of Owner to make funds availabldManager to repair or restore the Community is stilijethe requirements of any
Mortgage.

Notwithstanding any provisions of this Section Bt0 the contrary, if partial destruction or a @r€ondemnation occurs during
last twelve (12) months of the Term (including aegiewal) and if full repair and restoration woulnt reasonably be expected to be
completed prior to the date that is nine (9) mopttiar to the end of the Term (including any renBwtae provisions of this Section 10.05
shall apply as if the Community had been rendenesuiifable for Use.

ARTICLE XI
INSURANCE

Section 11.01. General Insurance Requirementslanager shall, at all times during the Term, ké®prause to be kept) the
Community and all property located therein or tbergnsured against the risks and in such amounis @&gainst such risks and in such
amounts as Owner shall reasonably require and gdbmaommercially reasonable. Any disputes regarduch matters not resolved by the
parties within ten (10) Business Days (which periwaly be extended upon mutual agreement of theegaghall be resolved by arbitration.

Section 11.02. Waiver of Subrogation Owner and Manager agree that (insofar as ancetextent that such agreement may be
effective without invalidating or making it impobtg to
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secure insurance coverage from responsible insereommpanies doing business in the State) with otspeny property loss which is
covered by insurance then being carried by Ownéamager, the party carrying such insurance an@sng said loss releases the others of
and from any and all claims with respect to suds;]@and they further agree that their respectiserance companies (and, if Owner or
Manager shall self insure in accordance with thesehereof, Owner or Manager, as the case mayhldl)lmve no right of subrogation
against the other on account thereof, even thoxgh premium may result therefrom. If any extramium is payable by Manager as a result
of this provision, Owner shall not be liable fomnbursement to Manager for such extra premium.

Section 11.03. Risk Management Manager shall be responsible for the provisibrisk management oversight at the
Community.

ARTICLE XII
TERM AND TERMINATION

Section 12.01. Term. The Term of this Agreement shall begin on thie deereof and end December 31, 2031 (“Termprdyvidec
the Term will be automatically extended for two secoutive periods of fifteen (15) years each untesee of non-renewal is given by
Manager at least twenty-four (24) months priorte énd of the then current Term, unless sooneilinated as provided in this Agreement.
Upon sixty (60) days notice given at any time dgiine final twentyfour (24) months of the then current Term, if Magialgas given notice
non-renewal, or of the second extension perioth@sase may be, Owner may terminate this Agreement

Section 12.02.  Early Termination Without limiting either party’s rights under Adte XIV:

0] Owner may terminate this Agreement without causengttime after January 15, 2016, upon sixty (60)
days notice to Manager given within thirty (30) daoyior to or after an annual anniversary of thigsgement. Upon
termination under this Section 12.02(i) by Ownewr@r shall pay Manager the Termination Fee, witity (60) days of
the effective date of termination, as liquidatedchdges and in lieu of any other remedy of Manag&avaor in equity.



(i) Manager may terminate this Agreement upon sixty (&§'s notice to Owner given within thirty (30) d
following a Change in Control of Owner. Upon temaion under this Section 12.01(ii) Manager shalcbmpensated as
provided in Section 13.01, but the termination kb#ilerwise be without recourse to Owner.

ARTICLE XIII
TRANSITION ON TERMINATION

Section 13.01. Termination. Upon any termination of this Agreement, excepbinerwise provided in Section 12.02(i) or 14.04,
Manager shall be compensated for its servicesthnbugh the date of termination and all amountsaiamg in any accounts maintained by
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Manager pursuant to Section 5.04, after paymeatici amounts as may be due to Manager hereunddirpbstdistributed to Owner. In the
event of any termination, both parties shall fuboperate with one another to ensure a smoothiticanef management. Upon termination,
Manager will deliver to Owner the following:

0] a final accounting, reflecting the balance of ineoamd expenses of the Community as of the date of
termination, to be delivered as soon as reasormdsyible but not later than sixty (60) days afterhstermination,

(i) after payment of any amounts as may be due to Marfegeunder, any balance of monies of Owner or
Tenant deposits, or both, held by Manager witheesfm the Community, to be delivered as soon asoreably possible, b
not later than sixty (60) days after such termoati

(iii) all records, contracts, leases, resident agreertentnt correspondence, files, receipts for déposi
unpaid bills and other papers, documents or complig&s or information which pertain in any waythe Community to be
delivered as soon as reasonably possible, butitestthan sixty (60) days after such terminatiow a

(iv) Manager shall cooperate reasonably in all resgecshieve a transfer of any license and/or cediiéi (o
to obtain a new license and/or certificate, if resagy) required in connection with the operatiothef Community, but shall
not be required to incur any monetary expenditure®nnection therewith (unless Owner agrees tolvarse Manager
therefor).

ARTICLE XIV
DEFAULTS

Section 14.01. Default by Manager An Event of Default with respect to Manager sbatur in the event of any of the
following:

€)) the Bankruptcy of Manager,

(b) the gross negligence or willful misconduct of Maaagith respect to its duties and obligations urttlisr
Agreement,

(c) the permit(s), license(s) or certificate(s) reqdifer use, operation or management of the Commuamiyat any

time suspended, terminated or revoked and nottegatswithin the applicable appeal period, if aioy,any reason due solely to the acts or
omissions of Manager,

(d) Manager's failure to keep, observe or perform amyemal covenant, agreement, term or provisiorhisf t
Agreement to be kept, observed or performed by idanavhich failure shall continue (i) for a periofifive (5) Business Days after Manager
receives notice from Owner in case of monetaryutfar (ii) for a period of twenty (20) Businesay3 after Manager receives notice from

Owner in the case of non-monetary defaults, in eade, specifying the default; provided, howewsat tf such non-monetary default cannot
be cured
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within such twenty (20) Business Day period, theanlsiger shall be entitled to such additional timstedl be reasonable, provided the de
is curable and Manager has promptly proceededrnor@nce cure of such default within said period, tedeafter diligently prosecutes the
cure to completion; provided, however, that in mere shall such additional time exceed ninety (®0)s,

(e) a Change in Control of Manager to which Owner dugsconsent,

)] a default by Manager or any Affiliate of Managedanany other agreement between Manager or arigi#ibf
Manager and Owner or an Affiliate of Owner, whi@ntinues beyond any applicable notice and curegeri

Section 14.02. Default by Owner. An Event of Default with respect to Owner slhaatur in the event of any of the following:

(@) the Bankruptcy of Owner;
(b) the gross negligence or willful misconduct of Ownéth respect to its obligations under this Agreaine
(c) the permit(s), license(s) or certificate(s) reqdifer use, operation or management of the Commuamiyat any

time suspended, terminated or revoked and nottegatswithin the applicable appeal period, if aioy,any reason due solely to the acts or
omissions of Owner or one of its Affiliates;

(d) Owner shall fail to (i) timely fund Working Capital to fund Capital Replacements pursuant to anréyel
Budget and such failure shall continue for a pedbten (10) Business Days after notice thereoMayager or (ii) keep, observe or perform
any other material covenant, agreement, term arigion of this Agreement to be kept, observed afggemed by Owner and such failure st
continue (x) for a period of five (5) Business Dafter Owner receives notice from Manager in cdsaanetary defaults or (y) for a period
twenty (20) Business Days after Owner receivescedtom Manager in the case of notonetary defaults, in each case specifying theutte
provided, however, if such default cannot be cwvétin such twenty (20) Business Day period, themn@r shall be entitled to such
additional time as shall be reasonable, providedd#fault is curable, Owner has promptly procegdedmmence cure of such non-monetary
default within said period, and thereafter diliggmrosecutes the cure to completion; provided, évav, that in no event shall such additional
time to cure non-monetary defaults exceed ninedy days.

Section 14.03. Remedies of Owner Upon the occurrence of an Event of Default bynktger, Owner may terminate this
Agreement immediately upon notice and shall betledtto exercise any other rights at law or in gqui

Section 14.04. Remedies of ManagerUpon the occurrence of an Event of Default byn@ndescribed in Section 14.02,
Manager may terminate this Agreement on thirty (8)s notice and Owner shall pay Manager the Textioin Fee, within thirty (30) days
the effective date of termination, as liquidatechdges and in lieu of any other remedy of Manag&vabr in equity, as well as any accrued
but unpaid fees owed to Manager pursuant to Sebtiah
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Section 14.05. No Waiver of Default The failure by Owner or Manager to insist uplo@ s$trict performance of any one of the
terms or conditions of this Agreement or to exer@ay right, remedy or election herein containedesmitted by law shall not constitute or
be construed as a waiver or relinquishment fofahgre of such term, condition, right, remedy aation, but the same shall continue and
remain in full force and effect. All rights and redies that Owner or Manager may have at law, ity qu otherwise for any breach of any
term or condition of this Agreement shall be distjiseparate and cumulative rights and remediesiammhe of them, whether or not exerci
by Owner or Manager, shall be deemed to be in siariuof any right or remedy of Owner or Manager.

ARTICLE XV
GOVERNING LAW, ARBITRATION, LIABILITY OF MANAGER AND INDEMNITY

Section 15.01. Governing Law, Etc This Agreement shall be interpreted, constrapglied and enforced in accordance with
the laws of the Commonwealth of Massachusetts gk to contracts between residents of Massadbugkich are to be performed entir
within Massachusetts, regardless of (i) where Algeeement is executed or delivered; or (ii) wherg payment or other performance requ
by this Agreement is made or required to be madé@iipwhere any breach of any provision of thigr@ement occurs, or any cause of action
otherwise accrues; or (iv) where any action or offteceeding is instituted or pending; or (v) tlaionality, citizenship, domicile, principal
place of business, or jurisdiction of organizatiwrdomestication of any party; or (vi) whether thes of the forum jurisdiction otherwise
would apply the laws of a jurisdiction other tham$dachusetts; or (vii) any combination of the foneg.

Section 15.02.  Arbitration.

(@) Any disputes, claims or controversies between Hrégs (i) arising out of or relating to this Agreent, or
(i) brought by or on behalf of any shareholdeany party or a direct or indirect parent of a pdvthich, for purposes of this Section 15.02,
shall mean any shareholder of record or any beaébievner of shares of any party, or any formershalder of record or beneficial owner of
shares of any party), either on his, her or its te@half, on behalf of any party or on behalf of aryies or class of shares of any party or
shareholders of any party against any party omaember, trustee, officer, manager (including Redinlslgement & Research LLC or its
successor), agent or employee of any party, ineudisputes, claims or controversies relating &rtfeaning, interpretation, effect, validity,
performance or enforcement of this Agreement, iticlg this arbitration provision, or the declarasmf trust, limited liability company
agreements or bylaws of any party hereto (all attvlare referred to as “Disputesty, relating in any way to such a Dispute or Dispugkall
on the demand of any party to such Dispute be veddhrough binding and final arbitration in accmde with the Commercial Arbitration
Rules (the “Rules”) of the American Arbitration Assation (“AAA”) then in effect, except as thoselBsimay be modified in this
Section 15.02. For the avoidance of doubt, andaaa limitation, Disputes are intended to inclddavative actions against trustees, officers
or managers of any party and class actions by rlsbller against those individuals or entities ang party. For the avoidance of doubt, a
Dispute shall include a Dispute made derivativeiybehalf of one party against another party.
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For purposes of this Article XV, the term “partyial include any direct or indirect parent of atgar

(b) There shall be three arbitrators. If there arg tmb parties to the Dispute, each party shallcdedaee arbitrator
within fifteen (15) days after receipt of a demdodarbitration. Such arbitrators may be affildiar interested persons of such parties. |If
there are more than two parties to the Disputelailinants, on the one hand, and all respondenteother hand, shall each select, by the
vote of a majority of the claimants or the respandgeas the case may be, one arbitrator withiediit(15) days after receipt of a demand for
arbitration. Such arbitrators may be affiliatedrderested persons of the claimants or the regrandas the case may be. If either a claimant
(or all claimants) or a respondent (or all respantslefail to timely select an arbitrator then tteetp (or parties) who has selected an arbitrator
may request the AAA to provide a list of three pregd arbitrators in accordance with the Rules (edgbhom shall be neutral, impartial and
unaffiliated with any party) and the party (or pes) that failed to timely appoint an arbitratoaktave ten (10) days from the date the AAA
provides such list to select one of the three atuits proposed by AAA. If such party (or partifs) to select such arbitrator by such time,
the party (or parties) who have appointed the &irbttrator shall then have ten (10) days to salaetof the three arbitrators proposed by #
to be the second arbitrator; and, if he/they shfaildo select such arbitrator by such time, theAAshall select, within fifteen (15) days
thereafter, one of the three arbitrators it hagppsed as the second arbitrator. The two arbigatorappointed shall jointly appoint the third
and presiding arbitrator (who shall be neutral,anial and unaffiliated with any party) within fifén (15) days of the appointment of the
second arbitrator. If the third arbitrator has beén appointed within the time limit specifieddiar then the AAA shall provide a list of
proposed arbitrators in accordance with the Raled,the arbitrator shall be appointed by the AAAdcordance with a listing, striking and
ranking procedure, with each party having a liminednhber of strikes, excluding strikes for cause.

(©) The place of arbitration shall be Boston, Massaetisisinless otherwise agreed by the parties.

(d) There shall be only limited documentary discovergacuments directly related to the issues in dispas may be
ordered by the arbitrators.

(e) In rendering an award or decision (the “Award"g tirbitrators shall be required to follow the laaf§ he
Commonwealth of Massachusetts. Any arbitratiorcpedings or Award rendered hereunder and the wygliffect and interpretation of this
arbitration agreement shall be governed by the raédebitration Act, 9 U.S.C. 81 et seq. The Awalthll be in writing and may, but shall
not be required to, briefly state the findings aétfand conclusions of law on which it is based.

® Except to the extent expressly provided by thisekgnent or as otherwise agreed by the parties,gath
involved in a Dispute shall bear its own costs axpenses (including attorneys’ fees), and theraitoits shall not render an award that would
include shifting of any such costs or expensedyding attorneys’ fees) or, in a derivative caselass action, award any portion of a party’s
award to the claimant or the claimant’s attornelgach party (or, if there are more than two pattethe Dispute, all claimants, on the one
hand, and all
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respondents, on the other hand, respectively) bball the costs and expenses of its (or theirktsalearbitrator and the parties (or, if there are
more than two parties to the Dispute, all claimaotsthe one hand, and all respondents, on the brel) shall equally bear the costs and
expenses of the third appointed arbitrator.

(9) An Award shall be final and binding upon the partieereto and shall be the sole and exclusive rginetiveen
such parties relating to the Dispute, including alayms, counterclaims, issues or accounting ptesio the arbitrators. Judgment upon the
Award may be entered in any court having jurisditti To the fullest extent permitted by law, no laggtion or appeal to any court of
competent jurisdiction may be made in connectiain wny question of law arising in the course oftaaion or with respect to any award
made except for actions relating to enforcemeihisfagreement to arbitrate or any arbitral awasdéed hereunder and except for actions
seeking interim or other provisional relief in @tlarbitration proceedings in any court of compejerisdiction.

(h) Any monetary award shall be made and payable in dhlfars free of any tax, deduction or offset.ciEparty
against which the Award assesses a monetary adbimgsiball pay that obligation on or before the 3@y following the date of the Award or
such other date as the Award may provide.

0] This Section 15.02 is intended to benefit and Hereaable by the shareholders, members, directraticbct
parents, trustees, directors, officers, manageciu@ing Reit Management & Research LLC or its sgsor), agents or employees of any |
and the parties and shall be binding on the sh&del®of any party and the parties, as applicatd,shall be in addition to, and not in
substitution for, any other rights to indemnificatior contribution that such individuals or ensitrmay have by contract or otherwise.

Section 15.03. Consent to Jurisdiction and ForunThis Section 15.03 is subject to, and shallimainy way limit the application
of, Section 15.02; in case of any conflict betw##sa Section 15.03 and Section 15.02, Section 18h@# govern. Notwithstanding anything
to the contrary in Section 15.02, the exclusivésfliction and venue in any action brought by angryplaereto pursuant to this Agreement s
lie in any federal or state court located in Bostdassachusetts. By execution and delivery of Algieeement, each party hereto irrevocably
submits to the jurisdiction of such courts for litsad in respect of its property with respectticts action. The parties irrevocably agree that
venue would be proper in such court, and herebyevaiy objection that such court is an impropgnoonvenient forum for the resolution
such action. The parties further agree and conisdht service of any process required by any socint by delivery of a copy thereof in
accordance with Section 17.01 and that any sudbedglshall constitute valid and lawful serviceprbcess against it, without necessity for
service by any other means provided by statuteleraf court.

Section 15.04. Standard of Care Manager shall discharge its duties in good faitid agrees to exercise, with respect to all
services provided by Manager under this Agreensstandard of care, skill, prudence and diligemmeuthe circumstances then existing as
is consistent with the prevailing practices of itagional property managers that manage propectiesparable to the Community in the same
market and in no event with less care, skill, pnode
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or diligence as Manager would customarily utilinghe conduct of its business, and as is necessagmply with all Legal Requirements.

Section 15.05. Indemnity. In any action, proceeding or claim brought @eated by a third party, Manager will defend,
indemnify and hold Owner (and any of its Affiliat¢keir respective directors, trustees, officelgreholders, employees and agents) harmles:
from and against any claims, losses, expenses, ®sts, actions, proceedings, demands or lisgsilthat are asserted against, or sustained ot
incurred by them because of Manager’s breach of magerial term of this Agreement, or arising frddanager’s failure to act or not act in
accordance with Owner’s reasonable instructiorgrass negligence, fraud, or willful misconduct, eptcto the extent caused by Owner’s
breach of any material term of this Agreement, gmegligence, fraud or willful misconduct. Ownél wefend, indemnify, and hold
Manager (and any of its Affiliates, their respeetiirectors, trustees, officers, shareholders, eyegls and agents) harmless, from and agains
any and all claims, expenses, costs, suits, a¢foseedings, demands, or liabilities that arerasd against, or sustained or incurred by t
in connection with the performance of Manager’'satitinder this Agreement or otherwise while actififpin the scope of the agency
established by the parties to this Agreement arst@ordance with Section 15.04, or in the case@ction, proceeding or claim brought or
asserted by a third party against any of themrasuat of Owner’s breach of any material term @ #thgreement, violation of Legal
Requirements, instructions to Manager to act oracbivith respect to the relevant matter or gre@ggigence, fraud or willful misconduct,
except to the extent caused by Manager’s breaenyfmaterial term of this Agreement, failure to @chot act in accordance with Owner’s
reasonable instructions, gross negligence, frawdlul misconduct. The scope of the foregoimglémnities includes any and all costs and
expenses properly incurred in connection with amgeedings to defend any indemnified claim, orrtfioece the indemnity, or both.

Recovery upon an indemnity contained in this Agreenshall be reduced dollar-for-dollar by any aggiile insurance collected by the
indemnified party with respect to the claims cogeog such indemnity.

Section 15.06. Limitation of Liability . To the maximum extent permitted by applicable, lao shareholder, member, officer,
director, trustee, employee or agent of any partyis Agreement (and of any Affiliate of such gatiat is not a party to this Agreement)
shall have any personal liability with respecthe tiabilities or obligations of such party undeistAgreement or any document executed by
such party pursuant to this Agreement.

ARTICLE XVI
PROPRIETARY MARKS; INTELLECTUAL PROPERTY

Section 16.01.  Proprietary Marks During the Term of this Agreement, each Commusiitall be known as a “Five Star Senior
Living” community, with such additional identifidah as may be necessary and agreed to by Ownéviandger to provide local
identification or to comply with local licensing oonsumer protection laws.

Section 16.02. Ownership of Proprietary MarksThe Proprietary Marks shall in all events renthim exclusive property of
Manager, and except as expressly set forth inAgieement, nothing contained herein shall confe©amer the right to use the Proprietary
Marks. Except as provided below in this sectigggrutermination, any use of or right to use the
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Proprietary Marks by Owner shall cease forthwitid ®wner shall promptly remove, at Managerkpense, from the Community any sign
similar items that contain the Proprietary Mark#pon termination, Owner shall have the right to asg inventory or Household
Replacement items marked with the Proprietary Maxkdusively in connection with the Community urtkiey are consumed.

Section 16.03. Intellectual Property All Intellectual Property shall at all times peoprietary to Manager or its Affiliates, and
shall be the exclusive property of Manager or itSliates. During the Term, Manager shall be detltto take all reasonable steps to ensure
that the Intellectual Property remains confidentidpon termination, all Intellectual Property std removed from the Community by
Manager, without compensation to Owner.

ARTICLE XVII
MISCELLANEOUS PROVISIONS

Section 17.01.  Notices. All notices, demands, consents, approvals, agdasts given by either party to the other hereusik|
be in writing and shall be deemed to have been givign when delivered in person, upon confirmatibneceipt when transmitted by
facsimile transmission, or on the next businessifd@gnsmitted by nationally recognized overnigbtrrier, to the parties at the following
addresses:

SNH IL Properties Trust

Two Newton Place

255 Washington Street, Suite 300
Newton, Massachusetts 02458
Attn: David J. Hegarty
Telephone: (617) 796-8104
Facsimile: (617) 796-8349

FVE IL Managers, Inc.

400 Centre Street

Newton, Massachusetts 02458
Attn: Bruce J. Mackey Jr.
Telephone: (617) 796-8214
Facsimile: (617) 796-8243

or to such other address and to the attentionaif sther person as either party may from timerteetdesignate in writing. Notices properly
given as described above shall be effective upoeipe

Section 17.02.  Severability. If any term or provision of this Agreement oe thpplication thereof in any circumstance is held
invalid, illegal or unenforceable in any respeatday reason, the validity, legality and enforcégbof any such provision in every other
respect and of the remaining provisions hereofl stedlbe in any way impaired, unless the provisibekl invalid, illegal or unenforceable
shall substantially impair the benefits of the rexray provisions hereof.
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Section 17.03. Gender and Number Whenever the context of this Agreement requitesgender of all words herein shall
include the masculine, feminine, and neuter, apchtimber of all words herein shall include the slagand plural.

Section 17.04. Headings and InterpretationThe descriptive headings in this Agreement areénvenience of reference only
and shall not affect in any way the meaning orrprietation of this Agreement. References to “Sctin this Agreement shall be a referel
to a Section of this Agreement unless otherwisecaidd. Whenever the words “include,” “includes™imcluding” are used in this
Agreement they shall be deemed to be followed byhut limitation.” The words “hereof,” “herein;hereby” and “hereunder,” when used
in this Agreement, shall refer to this Agreemenaashole and not to any particular provision uniesgerwise indicated. The word “or” shall
not be exclusive. This Agreement shall be constmi¢ghout regard to any presumption or rule reagjrconstruction or interpretation against

the party drafting.

Section 17.05.  Estoppel Certificates Each party to this Agreement shall at any time faiom time to time, upon not less than
thirty (30) day’s prior notice from the other paréxecute, acknowledge and deliver to such othety par to any third party specified by such
other party, a statement in writing: (i) certifgithat this Agreement is unmodified and in fullderand effect (or if there have been
modifications, that the same, as modified, is ihffarce and effect and stating the modificatior(§);stating whether or not to the best
knowledge of the certifying party: (x) there is@ntinuing Default by the non-certifying party tmetperformance or observation of any
covenant, agreement or condition contained inAlgieement; or (y) there shall have occurred anyewdich, with the giving of notice or
the passage of time or both, would become suchfaueand, if so, specifying such Default or ogemce of which the certifying party may
have knowledge; and (iii) stating such other infation as the non-certifying party may reasonabfjuest. Such statement shall be binding
upon the certifying party and may be relied uporit®ynon-certifying party and/or such third pagesified by the non-certifying party as
aforesaid. The obligations set forth in this Sattl7.05 shall survive Termination (that is, eaalypshall, on request, within the time period
described above, execute and deliver to the naifyéag party and to any such third party a statatreertifying that this Agreement has been
terminated).

Section 17.06. Confidentiality of Business InformatianManager and Owner agree to keep confidentialnando use or to
disclose to others, any of their respective seaet®nfidential or proprietary information, custentists, or trade secrets, or any matter or
items relating to this Agreement, the managemethti@fCommunity or their association with each otharept (a) to their respective
Affiliates, which may in turn disclose to any hold# a Mortgage, any prospective lender, purchas@rospective purchaser of the
Community, (b) to any rating agencies, lenders;lstmalysts, accountants, lawyers and other likéegsionals, (c) as expressly consented to
in writing by the other party, (d) as required bBylor the rules of any national securities exchagaitomated quotation system to which
Owner or Manager, or any Affiliate of either, iskcomes subject, or (e) as required by law oafimicable regulators with respect to any
initial, renewal or other required application fimensure or other approval or certification of themmunity.
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Section 17.07. Assignment Owner may assign this Agreement to any Affiligiat only as such term is defined in Section 1.03
(i) or (iii)) of Owner without Manager’s consentlanager shall not assign or transfer its intereshis Agreement without the prior written
consent of Owner which may be withheld in Ownedksand absolute discretion. If Owner consenttassignment of this Agreement by
Manager, no further assignment shall be made witth@uexpress consent in writing of Owner.

Section 17.08.  Entire Agreement/AmendmentWith respect to the subject matter hereof, Mgseement supersedes all previous
contracts and understandings between the partibsarstitutes the entire Agreement between thégsantith respect to the subject matter
hereof. This Agreement may not be modified, attemeamended in any manner except by an amendmeniting, duly executed by the
parties hereto.

Section 17.09.  Third Party Beneficiaries The terms and conditions of this Agreement shalle to the benefit of, and be bind
upon, the respective successors, heirs, legalgeptatives or permitted assigns of each of thegsahnereto, and as otherwise provided in
Section 15.05, no Person other than the partietdand their successors and permitted assignteisded to be a beneficiary of this
Agreement.

Section 17.10. Survival. The following provisions shall survive termir@tior expiration of this Agreement: Sections 11.02
12.02, 13.01, 14.03, 14.04 and 14.05, Article X\d dmticle XVII.

Section 17.11. Relationship Between the PartieJ he relationship between Owner and Manager jputsio this Agreement shi
not be one of general agency, but shall be thahahdependent contractor relationship, provideth wéspect to those specific and limited
circumstances in which (a) Manager is holding fufdghe account of Owner or (b) Manager is reqlive authorized to act as authorized
representative for Owner with respect to agreemeitts Tenants, filings with and applications to govmental bodies or pursuant to licenses
or Legal Requirements, the relationship between @wnd Manager shall be that of trustee and autdriepresentative (with limited
agency), respectively. Neither this Agreementaror agreements, instruments, documents or transaatontemplated hereby shall in any
respect be interpreted, deemed or construed as\gi@kivner a partner or joint venturer with Managea® creating any similar relationshig
entity, and each party agrees that it will not makeg contrary assertion, contention, claim or cetoiaim in any action, suit or other legal
proceeding involving the other.

[Signatures on the following page]
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IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be executed under seal by thiyralthorized officers,
all as of the day and year first above written.

Manager:
FVE IL MANAGERS, INC.
By: /s/ Bruce J. Mackey J

Name: Bruce J. Mackey J
Title: Presiden

Owner:
SNH IL PROPERTIES TRUS
By: /s/ Richard A. Doyl¢

Name: Richard A. Doyle
Title: Treasurer and Chief Financial Offic
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Exhibit A

5455 La Sierra Drive
Dallas, Texas 75231




Five Star Rehabilitation and Wellness Services, LLC
FSQ Pharmacy Holdings, LLC

Senior Living Insurance Company

Affiliates Insurance Company

Reit Management & Research LLC

Schedule 4.05




