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PART I. Financial Information

Item 1. Financial Statements.

SENIOR HOUSING PROPERTIES TRUST
CONDENSED CONSOLIDATED BALANCE SHEETS
(amounts in thousands, except share data)

(unaudited)
March 31, December 31
2012 2011
ASSETS
Real estate propertie
Land $ 564,91. $ 564,62¢
Buildings and improvemen 4,172,771 4,156,96.
4,737,68 4,721,59.
Less accumulated depreciati 658,99: 630,26.
4,078,69! 4,091,33
Cash and cash equivalel 25,30z 23,56(
Restricted cas 10,29¢ 7,12¢
Deferred financing fees, n 24,40 25,43¢
Acquired real estate leases and other intangilsletasne 95,33 100,23!
Loan receivablt 38,00( 38,00(
Other asset 111,78t 97,36
Total asset $ 4,383,82. $ 4,383,04
LIABILITIES AND SHAREHOLDERS' EQUITY
Unsecured revolving credit facilii $ 265,000 $ —
Senior unsecured notes, net of discc 741,09: 965,77(
Secured debt and capital lea 845,70¢ 861,61!
Accrued interes 19,60« 22,28:
Assumed real estate lease obligations 16,75¢ 17,77¢
Other liabilities 49,82% 42,99¢
Total liabilities 1,937,98! 1,910,44
Commitments and contingenci
Shareholder equity:
Common shares of beneficial interest, $.01 parezalid4,700,000 shares authorized, 162,666,508
and 162,646,046 shares issued and outstandingrahN3&, 2012 and December 31, 2011,
respectively 1,627 1,62¢
Additional paid in capita 2,944,66: 2,944,21.
Cumulative net incom 940,28 907,93
Cumulative other comprehensive inco (1,542 (3,772
Cumulative distribution: (1,439,20) (1,377,39)
Total shareholde’ equity 2,445,83! 2,472,601
Total liabilities and sharehold¢ equity $ 438382 $  4,383,04

See accompanying notes.
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SENIOR HOUSING PROPERTIES TRUST

CONDENSED CONSOLIDATED STATEMENTS OF INCOME AND CORREHENSIVE INCOME
(amounts in thousands, except per share data)

(unaudited)
Three Months Ended
March 31,
2012 2011
Revenues
Rental income $ 109,50 $ 98,55:
Residents fees and servic 35,56¢ —
Total revenue 145,07: 98,55:
Expenses
Depreciatior 33,37% 26,36:
Property operating expens 39,33« 10,43:
General and administrati\ 7,68¢ 6,15¢
Acquisition related cost 68¢ 1,11:
Impairment of asse! 3,071 16€
Total expense 84,15¢ 44,22¢
Operating incom: 60,91¢ 54,32¢
Interest and other incon 482 232
Interest expens (28,889 (22,746
Equity in earnings of an invest 45 37
Income before income tax exper 32,55¢ 31,84¢t
Income tax expens (204 (71)
Net income 32,35 31,77¢
Other comprehensive incorr
Increase in net unrealized gain on investm 2,231 3,54¢
Share of comprehensive (loss) income of an inve (1) 4
Comprehensive incon $ 34,58. $ 35,328
Weighted average shares outstant 162,64 141 ,85!
Net income per shai $ 02¢ §$ 0.2z

See accompanying notes.
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SENIOR HOUSING PROPERTIES TRUST

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(amounts in thousands)
(unaudited)

Three Months Ended

Cash flows from operating activitie
Net income $
Adjustments to reconcile net income to cash praVioe operating activities
Depreciatior
Amortization of deferred financing fees and delstdunts
Straight line rental incom
Amortization of acquired real estate leases andratitangible asse
Impairment of asse!
Equity in earnings of an invest
Change in assets and liabiliti¢
Restricted cas
Other asset
Accrued interes
Other liabilities

Cash provided by operating activiti

Cash flows from investing activitie
Real estate acquisitions and depc
Real estate improvemer

Cash used for investing activiti

Cash flows from financing activitie
Proceeds from issuance of common shares
Proceeds from issuance of unsecured senior naesf discoun
Proceeds from borrowings on revolving credit fagi
Repayments of borrowings on revolving credit fagi
Redemption of senior noti
Repayment of other de
Payment of deferred financing fe
Distributions to shareholde

Cash (used for) provided by financing activit

Increase in cash and cash equival
Cash and cash equivalents at beginning of p¢

Cash and cash equivalents at end of pe $

Supplemental cash flow informatia
Interest paic $
Income taxes pai

Non-cash financing activities
Issuance of common shai

See accompanying notes.
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March 31,

2012 2011
32,35. % 31,77
33,37 26,36!

1,55¢ 1,071
(2,85¢) (2,869
54€ (21€)
3,071 16€
(45) (37)
(3,169 (164)
2,981 1,69¢
(2,677 1,07C
7,23¢ 5,91¢
72,37¢ 64,77
(30,279 (147,35)
(2,577) (881)
(32,85() (148,23Y)
- (103

— 247,32°
284,00( 45,00(
(19,000 (148,000)
(225,000) —
(15,907 (2,359
(69) (1,977
(61,80¢) (52,48¢)
(37,787) 87,40¢
1,742 3,944
23,56( 10,86¢
25,30: $ 14,81(
30,01 $ 20,60¢
— 10z

452 207




SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per sharealtata otherwise stated)

Note 1. Basis of Presentation

The accompanying condensed consolidated finanitdraents of Senior Housing Properties Trust andubsidiaries, or we, us, or our, are
unaudited. Certain information and disclosuresiiregl by U.S. generally accepted accounting priesipor GAAP, for complete financial
statements have been condensed or omitted. Wavbdhe disclosures made are adequate to makeftiimation presented not misleading.
However, the accompanying condensed consolidateddial statements should be read in conjunctidh thie consolidated financial
statements and notes contained in our Annual RemoiRorm 10-K for the year ended December 31, 26d.@ur Annual Report. In the
opinion of our management, all adjustments, whidtuide only normal recurring adjustments, considerecessary for a fair presentation
have been included. All intercompany transactamd balances among us and our consolidated sutisgdieave been eliminated. Operating
results for interim periods are not necessarilydative of the results that may be expected foiftitleyear. Reclassifications have been made
to the prior years’ financial statements to confeonthe current year's presentation. These reifileestsons were made to conform the prior
periods’ rental income, property operating expengeseral and administrative expenses, interesbtiret income and impairment of assets
to the current classification. These reclassificet had no effect on net income or shareholdeysite.

Note 2. Recent Accounting Pronouncements

In January 2012, we adopted the Financial Accogrfitandards Board, or FASB, Accounting StandardsatépNo. 2011-04Amendments to
Achieve Common Fair Value Measurements and DisoRequirements in U.S. GAAP and IF. This update clarified the application of
existing fair value measurement requirements. Thdate also required reporting entities to diskdditional information regarding fair
value measurements categorized within Level 3 efdlir value hierarchy. This update was effectoweinterim and annual reporting periods
beginning after December 15, 2011. The implemantaif this update did not cause any material cbang the disclosures in, or
presentation of, our condensed consolidated fiduisthtements.

In January 2012, we adopted FASB Accounting Stateddipdate No. 2011-0Presentation of Comprehensive Incom€his update
eliminated the option to report other comprehensigeme and its components in the statement okslodders’ equity. This update was
intended to enhance comparability between entitiasreport under GAAP and to provide a more céestamethod of presenting non-owner
transactions that affect an entity’s equity. T$tendard was effective for interim and annual reépgiperiods beginning after December 15,
2011. The implementation of this update did natseaany material changes to our condensed contalifiaancial statements.

Note 3. Real Estate Properties

At March 31, 2012, we owned 370 properties locate®B states and Washington, D.C.

In March and April 2012, we entered three sepaagteements to acquire four senior living commusitiad two properties leased to medical
providers, medical related businesses, clinicshaoich laboratory tenants, or MOBS, for total fha®e prices of $71,425, including the
assumption of approximately $25,000 of mortgage éall excluding closing costs. The senior liviegnenunities are located in

Colorado, Idaho and Washington and include a tift&ll1 living units, and the MOBs are located inrfdand and Massachusetts and include
a total of 127,180 square feet. The closings e$¢hacquisitions are contingent upon
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per sharealtata otherwise stated)

completion of our diligence and other customariclg conditions; accordingly, we can provide naiaasce that we will purchase these
properties.

In February 2012, we acquired a previously disaasenior living community located in Priceville,alama with 92 living units for
approximately $11,300, excluding closing costs. frdrded intangible assets of approximately $&&8ed to this acquisition. A subsidiary
of Five Star Quality Care, Inc., which, togethethiits subsidiaries, we refer to in this reporFage Star, manages this community under a
long term contract. We funded this acquisitiomgstash on hand. As of March 31, 2012, we owna@Bnaunities that are managed by Five
Star, or the Managed Communities. We use the teRIBIT subsidiary, or TRS, structure authorizedhsy REIT Investment Diversification
and Empowerment Act, or RIDEA, for our Managed Camities, which we began acquiring in June 2011e fdsults of operations for the
Managed Communities are included in our consoldlaésults of operations in our short and long tegsidential care communities segment.
See Note 11 for further information regarding theagements we have with Five Star regarding thsdeoperations and management of our
senior living communities.

We have previously disclosed agreements to acgairen properties which have not yet closed, inolydbur senior living communities and
three MOBs for total purchase prices of $257,828uiding the assumption of approximately $88,90fhoftgage debt and excluding closing
costs. The four senior living communities are tedain Missouri, New York and South Carolina andude a total of 688 living units, and

the three MOBs are located in Georgia and Hawaliinalude a total of 343,198 square feet. Theilssof these acquisitions are contingent
upon completion of our diligence and other custgntéwsing conditions; accordingly, we can provideassurance that we will purchase
these properties.

We have entered an agreement to sell one MOB lddat®lassachusetts with approximately 18,900 sqfestefor a sale price of
approximately $1,200. The sale of this propertyastingent upon completion of the buyer’s diligerand other customary closing
conditions; accordingly, we can provide no assusahat we will sell this property. At March 31012, two of our properties, including one
senior living community and this MOB, are classifi@s held for sale. These two properties are dedun real estate properties on our
condensed consolidated balance sheets and haggreyate net book value of approximately $1,7tso#t March 31, 2012 and

December 31, 2011.

We periodically evaluate our properties for impants. Impairment indicators may include decliniegant occupancy, weak or declining
tenant profitability, cash flow or liquidity, ouredision to dispose of an asset before the end ekitimated useful life and legislative, market
or industry changes that could permanently redoeesélue of a property. If indicators of impairmeng present, we evaluate the carrying
value of the affected property by comparing ithte expected future undiscounted net cash flows tpemerated from that property. If the <
of these expected future net cash flows is less i@ carrying value, we reduce the net carryifgevaf the property to its estimated fair
value. During the three months ended March 3122@% recorded an impairment of assets charge,67%3o reduce the carrying value of
one of our properties to its estimated sale pess tosts to sell. During the three months endai/31, 2011, we recorded impairment of
assets charges of $166 to reduce the carrying wdliveo of our properties to their estimated saleses less costs to sell.

During the three months ended March 31, 2012, puntsto the terms of our existing leases with Fiter Sve purchased $6,318 of
improvements made to our properties leased to &ige and, as a result, the annual rent payahle by Five Star increased by approxima
$512.




SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per sharealtata otherwise stated)

Note 4. Unrealized Gain / Loss on Investments

As of March 31, 2012, we owned 250,000 common shaf€ommonWealth REIT, or CWH, and 4,235,000 comsivares of Five Star,
which are carried at fair market value in otherets# our condensed consolidated balance shegtsul@tive other comprehensive income
shown in our condensed consolidated balance simehitsles the net unrealized loss on investmenterohéhed as the net difference between
the value at quoted market prices of our CWH an@ Star shares on March 31, 2012 ($18.62 and $®#&hare, respectively) and our
weighted average costs on the dates we acquired #ieres ($26.00 and $3.36 per share, respegtively

Note 5. Loan Receivable

In May 2011, we and Five Star entered into a lggnre@ment, or the Bridge Loan, under which we lewn¢ Star $80,000 to fund Five Star’s
purchase of six senior living communities that Ftar had agreed to acquire for total purchasegii¢ approximately $122,800. By
September 30, 2011, Five Star had completed itgisitiqn of these six communities and had borroak&80,000 of this Bridge Loan and
had repaid $42,000 of those borrowings by DecerBbe011. As of March 31, 2012, $38,000 was onthtey under the Bridge Loan. In
April 2012, Five Star repaid us $38,000 in aggregmincipal amount, resulting in the terminatiortlu§ Bridge Loan. The Bridge Loan was
secured by mortgages on three of the senior ligorgmunities that Five Star acquired and on foueosienior living communities owned by
Five Star. The Bridge Loan bore interest at a egigal to the annual rates of interest applicabl@ur borrowings under our revolving credit
facility, plus 1%; as of March 31, 2012, the intreate was 2.8% under the Bridge Loan. We reaeghinterest income from this Bridge
Loan of $275 for the three months ended March 8122which is included in interest and other incameur condensed consolidated
statements of income and comprehensive income.

Note 6. Indebtedness

Our principal debt obligations at March 31, 2012eveur $750,000 unsecured revolving credit fagilihree public issuances of unsecured
senior notes, including: $250,000 principal amalug 2016 at an annual interest rate of 4.30%, $200yrincipal amount due 2020 at an
annual interest rate of 6.75% and $300,000 prinepeunt due 2021 at an annual interest rate &v6; and $831,599 aggregate principal
amount of mortgages secured by 78 of our propentigtsmaturity dates from 2012 to 2038. The 78 tyaged properties had a carrying
value of $1,093,242 at March 31, 2012. We als@®hew properties subject to capital leases totahibg, 109 at March 31, 2012; these two
properties had a carrying value of $15,835 at M&th2012.

In January 2012, we repaid all $225,000 of our B%62insecured senior notes at their maturity défe.funded this repayment using
borrowings under our revolving credit facility.

In February 2012, we paid in full a mortgage loanwmbering one of our properties that had a praldijalance of approximately $12,400, an
interest rate of 6.03% and a maturity date in M&@h2. In April 2012, we paid in full 17 mortgalpans with a weighted average interest
rate of 6.95% encumbering 17 of our propertiesh®®,765, including accrued interest, that had nitstdates in June and July 2012.

The interest rate payable for amounts drawn unde$850,000 revolving credit facility is LIBOR pld$€0 basis points, subject to
adjustments based on our credit ratings. We cammWworepay and reborrow under the credit facilititii maturity, and no principal
repayment is due until maturity. The interest ggable on borrowings under our revolving crealdilfty was 1.80% at March 31, 2012. In
addition to




SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per sharealtata otherwise stated)

interest, we pay certain fees to maintain this keag credit facility and we amortize certain s@tepsts. Our revolving credit facility is
available for acquisitions, working capital and gext business purposes. As of March 31, 2012, wie$B&5,000 outstanding and $485,000
available under this revolving credit facility. ©Onevolving credit facility contains financial cavants that require us to maintain financial
ratios and a minimum net worth. We believe we wereompliance with these covenants during thegasrpresented. Our revolving credit
facility matures in June 2015 and includes an optiw us to extend the facility for one year to d@916 upon payment of a fee, and includes
a feature under which maximum borrowings may beciased up to $1,500,000, subject to certain camditi

Note 7. ShareholdersEquity

On February 9, 2012, we paid a $0.38 per shai®6 0,806, distribution to our common shareholdets wespect to our operating results for
the quarter ended December 31, 2011. On ApriD322we declared a quarterly distribution of $0088 share, or $61,813, to our common
shareholders of record on April 13, 2012, with exgfio our operating results for the quarter erdadch 31, 2012; we expect to pay this
distribution on or about May 10, 2012. On Februk®y2011, we paid a $0.37 per share, or $52,488jllition to our common shareholders
with respect to our operating results for the qeraehded December 31, 2010. On May 11, 2011, wegp®0.37 per share, or $52,490,
distribution to our common shareholders with respe@our operating results for the quarter endeddW&1, 2011.

Under the terms of our business management agreéevitarReit Management & Research LLC, or RMR, oarkh 29, 2012, we issued
20,462 common shares in payment of an incentivefegpproximately $453 for services rendered toyRMR during 2011.

Note 8. Fair Value of Assets and Liabilities

The table below presents certain of the assetdiaitities that are measured at fair value onaurgng and non recurring basis at March 31,
2012 categorized by the level of inputs used inviileation of each asset or liability.

Quoted Prices in Significant Other
Active Markets for Observable

Identical Assets Inputs
Description Total (Level 1) (Level 2)
Assets held for sal® $ 1,71¢ % — $ 1,71¢
Long-lived assets held and us® $ 1,98¢ $ — 3 1,98¢
Investments in available for sale securi® $ 19,09¢ $ 19,09¢ $ —
Unsecured senior not® $ 787,070 $ 787,070 $ —

(1) Assets held for sale consist of two of our progsrthat we expect to sell that are reported avidire. We used offers to purchase
the properties made by third parties or comparsales transactions (Level 2 inputs) to determiedair value of these properties.
We have recorded cumulative impairments of appraafy $8,621 to these properties in order to redlne& book values to fair
value.




SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per sharealtata otherwise stated)

(2) Long-lived assets held and used consist of oneiopmperties. We used broker information and caraple sales transactions
(Level 2 inputs) to determine the fair value oktproperty and recognized an impairment of as$etgge of $3,071 to reduce its
carrying value to the amount stated.

(3) Ourinvestments in available for sale securitietliide our 250,000 common shares of CWH and 4,28506thmon shares of Five
Star. The fair values of these shares are basedated prices at March 31, 2012 in active markets€l 1 inputs).

(4) We estimate the fair values of our unsecured semtes using an average of the bid and ask priceiothree issuances of senior
notes (Level 1 inputs) on or about March 31, 20TBe fair values of these senior note obligatiorceed their book values of
$741,091 by $45,986 because these notes weredratiampremium to their face amounts.

In addition to the assets and liabilities descrilvetthe above table, our additional financial ingtents include rents receivable, cash and cash
equivalents, restricted cash, a loan receivabfred and unsecured debt and other liabilities.falnevalues of these additional financial
instruments approximate their carrying values atdi&1, 2012 based upon their liquidity, short tenaturity, variable rate pricing or our
estimate of fair value using discounted cash floalgses and prevailing interest rates.

Note 9. Segment Reporting

We have three operating segments, of which twoepertable operating segments. The two reporiaideating segments are: (i) short term
and long term residential care communities tharafining for residents and (ii) properties wheredimal related activities occur but where
residential overnight stays or dining servicesrareprovided, or MOBs. Properties in the shont@nd long term residential care
communities segment include leased and managegéendent living communities, assisted living comntiesi skilled nursing facilities and
rehabilitation hospitals. We earn rental incomereies from the tenants that lease and operateasgd communities and we earn fees and
services revenues from the residents of our Man&gedmunities. Five Star began managing our Man&edmunities for our account in
June 2011. Properties in the MOB segment inclbdsd leased to medical providers, medical relatisthbsses, clinics and biotech
laboratory tenants. We earn rental income revefroastenants of our MOBs. The “All Other Operat¥ category in the following table
includes amounts related to corporate businessitéesiand the operating results of certain prapsithat offer fitness, wellness and spa
services to members.




Revenues
Rental income
Residents fees and servic
Total revenue

Expenses
Depreciatior
Property operating expens
General and administratiy
Acquisition related cost
Impairment of asse!
Total expense

Operating income (los!

Interest and other incon
Interest expens

SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per sharealtata otherwise stated)

For the Three Months Ended March 31, 2012

Short and Long
Term Residential

Equity in earnings of an investee —

Income (loss) before income tax expense

Income tax expense
Net income (loss

Total asset

Care All Other
Communities MOBs Operations Consolidated
$ 58,82¢ $ 46,26 $ 4,42C $ 109,50
35,56¢ — — 35,56¢
94,39: 46,26 4,42( 145,07:
20,89 11,53 94¢ 33,37
25,49¢ 13,83t — 39,33«
— 7,68¢ 7,68¢
— — 68¢€ 68¢
— 3,071 — 3,071
46,39¢ 28,43¢ 9,321 84,15¢
47,99¢ 17,82¢ (4,907 60,91¢
— — 482 482
(13,179 (412) (15,299 (28,889
— 45 45
34,81¢ 17,41 (29,677) 32,55¢
_ — (209) (204)
$ 34,81¢ $ 17,41, $ (19,877 $ 32,35:
$ 2,449,751 $ 1,479.24. $ 454,82° $ 4,383,82.

9




SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per sharealtata otherwise stated)

For the Three Months Ended March 31, 2011

Short and Long
Term Residential

Care All Other
Communities MOBs Operations Consolidated
Rental incomg $ 57,10¢ $ 37,09C $ 4,35 $ 98,55
Expenses
Depreciatior 16,73( 8,68: 94¢ 26,36
Property operating expens — 10,43: — 10,43:
General and administratiy — 6,15¢ 6,15¢
Acquisition related cost — — 1,11z 1,11:
Impairment of asse! — 16€ — 16€
Total expense 16,73( 19,28: 8,211 44,22¢
Operating income (los! 40,37¢ 17,80¢ (3,869 54,32
Interest and other incon — — 232 232
Interest expens (10,279 (217) (12,255 (22,746
Equity in earnings of an invest = — 37 37
Income (loss) before income tax expe 30,10¢ 17,59: (15,85() 31,84t
Income tax expens — (72) (77)
Net income (loss $ 30,108 $ 17,59. $ (15,92) $ 31,77¢
Total asset $ 1,881,550 $ 1,276,75" $ 367,10: $ 3,525,40i

Note 10. Significant Tenant

Five Star is our former subsidiary and RMR providemagement services to both us and Five StartaRenome from Five Star represen
44.7% of our annualized rental income and the ptEseFive Star leases from us represent 45.5%0investments, at cost, as of March 31,
2012. As of March 31, 2012, Five Star also manageasrtfolio of 23 senior living communities forroaiccount. These properties leased and
managed by Five Star are included in our shortlangl term residential care communities segmente fbHowing tables present summary
financial information for Five Star for the thre@nths ended March 31, 2012 and 2011, as reportiésl @uarterly Report on Form 10-Q.
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per sharealtata otherwise stated)

For the Three Months Ended March 31,

Operations 2012 2011

Total revenue $ 346,12: $ 307,61t
Operating incom: 2,51 6,457
Income from continuing operatiol 74€ 5,907
Net income 36¢ 4,13:

For the Three Months Ended March 31,

Cash Flows 2012 2011

Cash provided by operating activiti $ 7,32¢ % 20,83¢
Net cash provided by (used in) discontinued opemna 26¢ (1,395
Cash used in investing activiti (9,047 (18,569
Cash (used in) provided by financing activit (28€) 4,36:
Change in cash and cash equival (1,729 5,23¢
Cash and cash equivalents at beginning of pe 28,37¢ 20,77(
Cash and cash equivalents at end of pe 26,64¢ 26,00¢

As of March 31,

Financial Position 2012 2011

Current assel $ 141,08: $ 156,74:
Non-current assel 444,18 244 ,95.
Total indebtednes 122,42¢ 50,07:
Current liabilities 189,06° 155,33:
Non-current liabilities 115,23¢ 76,86
Total shareholde’ equity 280,96° 169,49¢

The summary financial information of Five Star iegented to comply with applicable accounting raioihs of the Securities and Exchange
Commission, or SEC. References in these finastééments to the Quarterly Report on Form 10-Qfee Star are included as textual
references only, and the information in Five St@sarterly Report on Form 10-Q is not incorpordigdeference into these financial
statements.

Note 11. Related Person Transactions

We have no employees. Personnel and various ssrie require to operate our business are proviaaes by RMR. We have two
agreements with RMR to provide management and asltrative services to us: (1) a business manageatgaement and (2) a property
management agreement. Under our business managagneament with RMR, we acknowledge that RMR alswides management
services to other companies, which include Five &a CWH. One of our Managing Trustees, Mr. B&toytnoy, is Chairman, majority
owner and an employee of RMR. Our other Managingtee, Mr. Adam Portnoy, is the son of Mr. BarprtRoy, and an owner, President,
Chief Executive Officer and a director of RMR. Baxf our executive officers is also an officer dflR, and our President and Chief
Operating Officer, Mr. David Hegarty, is a directdrRMR. Certain of Five Star’s executive officarsd CWH'’s executive officers are
officers of RMR. Our Independent Trustees alseesas independent
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per sharealtata otherwise stated)

directors or independent trustees of other puldioganies to which RMR provides management servibdrs Barry Portnoy serves as a
managing director or managing trustee of those emigs and Mr. Adam Portnoy serves as a managiste&wf a majority of those
companies.

Pursuant to our business management agreemenRME) we incurred expenses of $6,360 and $4,81&three months ended March 31,
2012 and 2011, respectively. These amounts aledied in general and administrative expenses ircondensed consolidated statements of
income and comprehensive incoma.March 2012, we issued 20,462 common shares t& RiVkatisfaction of the incentive fee RMR ear

for services provided to us during 2011, in accoogawith the terms of the business managementmgrge In connection with our property
management agreement with RMR, we incurred propeagagement and construction supervision fees 84%land $1,024 for the three
months ended March 31, 2012 and 2011, respectividhese amounts are included in property operaipgnses or have been capitalized, as
appropriate, in our condensed consolidated finhstaements.

Five Star is our former 100% owned subsidiary2001, we distributed substantially all of Five S&tdhen outstanding shares of common
stock to our shareholders. We are Five Star'sktrgtockholder and, as of the date of this repatowned 4,235,000 shares of common
stock of Five Star, or approximately 8.8% of Fivar$ outstanding shares of common stock. OnaioMmnaging Trustees, Mr. Barry
Portnoy, is also a managing director of Five SRMR provides management services to both us arel $tar.

Five Star is our largest tenant and manages sesemar living communities for us. As of March 2D12, we leased 188 senior living
communities and two rehabilitation hospitals tod=8tar and Five Star managed 23 senior living conities for our account.

Under Five Star’s leases with us, Five Star pay®osconsisting of minimum annual rent amounts arcentage rent based on increases in
gross revenues at certain properties. Five Stataé minimum annual rent payable to us under theases as of March 31, 2012 was
$195,746, excluding percentage rent. The totalwenrecognized from Five Star for the three moethded March 31, 2012 and 2011 was
$48,811 and $46,694, respectively, and as of Matgi2012 and December 31, 2011, our rents recevadrn Five Star were $17,483 and
$17,313, respectively, and are included in othsetsson our condensed consolidated balance sHeetmg the three months ended

March 31, 2012 and 2011, pursuant to the termsipégisting leases with Five Star, we purchase8X®and $10,837, respectively, of
improvements made to properties leased to Five &tak, as a result, the annual rent payable ty Ve Star increased by approximately
$512 and $869, respectively, pursuant to the teftise leases.

Five Star manages certain of our senior living camities pursuant to management agreements. WeEigadtar have entered into a pool
agreement, which pools our managed assisted lsangmunities, and pursuant to which the determinatiof fees and expenses of the
various communities that are subject to the pooladagement contracts are aggregated, includingndiei@ion of our return of our invested
capital and Five Star’s incentive fees. We expgeatmunities with only independent living apartmenit be subject to a future separate
pooling agreement, which would similarly aggreghte managed independent living apartments. Fiael&tgan managing communities for
our account in June 2011 in connection with oumgition of certain senior living communities aathime. Since that time, we have
acquired additional communities that are being rgaday Five Star, including a senior living comntyniith 92 living units that we
acquired in February 2012. For the three montde@march 31, 2012, we incurred $1,068 in managéfees and reimbursed $22,962 of
costs to Five Star related to the communities mages for our account. We expect that we may émteadditional
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per sharealtata otherwise stated)

management arrangements with Five Star for semioglcommunities that we may acquire in the futoreterms similar to those
management arrangements we currently have with $tie although there can be no assurances thailirdo so.

As discussed above in Note 5—Loan Receivable, ig B 1, we and Five Star entered into the Bridgar,ander which we lent to Five
Star $80,000 to fund a portion of Five Star’s pasahof six senior living communities. As of Magh 2012, there was $38,000 aggregate
principal amount outstanding under the Bridge Lo#fe recognized interest income from this Bridgah.of $275 for the three months
ended March 31, 2012, which is included in inteegst other income in our condensed consolidatédrsents of income and comprehensive
income. In April 2012, Five Star repaid in fulktloutstanding principal amount under the Bridgerl.oasulting in the termination of the
Bridge Loan.

CWH was formerly our parent. We were spun off WiE€'s shareholders in 1999. As of the date of thj®ort, we owned 250,000 common
shares of CWH. One of our Managing Trustees, MrryBPortnoy, is a managing trustee of CWH. OteoManaging Trustee, Mr. Adam

Portnoy, is a managing trustee and the Preside@Wdfl. In addition, one of our Independent Trustéés Frederick Zeytoonjian, is also an
independent trustee of CWH. RMR provides managésmmwices to both us and CWH.

As previously reported, CWH previously granted ugyht of first refusal to purchase certain of CVghbroperties if CWH sought to sell
them. Between November 2010 and January 2011 vwahased 27 properties (approximately 2,803,00@rggieet of rental space), which
were majority leased as MOBs from CWH for totaksatices of $470,000, excluding closing costsSéptember 2011, we acquired 13
additional properties (approximately 1,310,000 sgdeet), which were located in eight states anpbrita leased as MOBs for total sale
prices of $167,000, excluding closing costs. Geméthe properties included in these purchase® webject to the right of first refusal
granted to us by CWH referred to above. In conaratith our September 2011 purchase of 13 progeftom CWH, we and CWH
terminated our existing right of first refusal,vas have purchased substantially all of the progettiat were subject to that right of first
refusal.

We, RMR, Five Star, CWH and three other compariestich RMR provides management services eachmlyrewn approximately 14.3%
of Affiliates Insurance Company, or AIC, an Indianaurance company. All of our Trustees, all & trustees and directors of the other
publicly held AIC shareholders and nearly all of thirectors of RMR currently serve on the boardicéctors of AIC. RMR provides
management and administrative services to AIC @nsto a management and administrative servicesaggnt with AIC. Although we ov
less than 20% of AIC, we use the equity methocctmant for this investment because we believewiegahave significant influence over AIC
because all of our Trustees are also directorsl6f AVe may invest additional amounts in AIC in tbaure if the expansion of this insurance
business requires additional capital, but we atehligated to do so. Our investment in AIC hacharying value of $5,335 and $5,291 as of
March 31, 2012 and December 31, 2011, respectivelying the three months ended March 31, 20122&1d, we recognized income of §
and $37, respectively, related to this investméntlune 2010, we and the other shareholders ofpdi€hased property insurance providing
$500,000 of coverage pursuant to an insurance anogrranged by AIC and with respect to which Al@ iginsurer of certain coverage
amounts. This program was modified and extendediire 2011 for a one year term and we paid a prarafiapproximately $1,600 in
connection with that renewal, which amount may djested from time to time in response to our adtjaisand disposition of properties that
are included in this program. We currently expbkat we will renew this program, as it may be miedif in June 2012. We are also currently
investigating the possibilities to expand our imswoe relationships with AIC to include other typésnsurance. By participating in this
insurance business with RMR and the other compaaiefich RMR provides
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per sharealtata otherwise stated)

management services, we expect that we may bdinafitcially by possibly reducing our insurance enges or by realizing our pro-rata share
of any profits of this insurance business.

For further information about these and other setdtionships and related person transactionsselsae elsewhere in this Quarterly Report
on Form 10-Q, including “Management’s Discussiod &malysis of Financial Condition and Results ofe@giions—Related Person
Transactions” in Part |, Item 2 and “Warning Comieg Forward Looking Statements,” and our Annugb®e our Proxy Statement for our
2012 Annual Meeting of Shareholders dated Febr@ar2012, or our Proxy Statement, and our othiergl with the SEC, including Note 5
to our consolidated financial statements includedur Annual Report, the sections captioned “Bes$i and “Management’s Discussion and
Analysis of Financial Condition and Results of Giiems—Related Person Transactions” and “Warningoc€ming Forward Looking
Statements” of our Annual Report and the sectiqgricaed “Related Person Transactions and CompanieRef Such Transactionsind the
information regarding our Trustees and executifie@fs in our Proxy Statement. In addition, plesse the section captioned “Risk Factors”
of our Annual Report for a description of risksttheay arise from these transactions and relatigsshOur filings with the SEC, including

our Annual Report and our Proxy Statement, ardalai at the SEC’s website at www.sec.gov. In@aldi copies of certain of our
agreements with these parties, including our bssimeanagement agreement and property managemeatregrt with RMR, our leases,
forms of management agreements and related poadjrepment and Bridge Loan with Five Star, variayre@ments we have with CWH and
our shareholders agreement with AIC and its shddehs, are also publicly available as exhibits o public filings with the SEC and
accessible at the SEC’s website.

Note 12. Income Taxes

We have elected to be taxed as a real estate mgastrust, or REIT, under the Internal RevenueeCafdl 986, as amended, and as such, are
generally not subject to federal and most stateriretaxation on our operating income provided vegrithute our taxable income to our
shareholders and meet certain organization andatipgmrequirements. We do, however, lease certainaged senior living communities to
our wholly owned TRSs that, unlike most of our sdiasies, file a separate consolidated corporaterime tax return and are subject to federal
and state income taxes. Our consolidated incorprtavision includes the income tax provision rethto the operations of our TRSs and
certain state income taxes we incur despite ouTREdtus. During the three months ended Marct2312 and 2011, we recognized current
tax expense of $204 and $71, respectively.
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Item 2. Management’s Discussion and Analysis of Rancial Condition and Results of Operations

The following discussion should be read in conjiorctvith our condensed consolidated financial steiets and notes thereto
included in this Quarterly Report on Form 10-Q and Annual Report.

PORTFOLIO OVERVIEW

The following tables present an overview of ourtfdio (dollars in thousands except per living uhited or square foot data):

Number of Investment per

Number of Units/Beds or Investment % of Unit / Bed or Q12012 % of Q1 2012
(As of March 31, 2012 Properties Square Feet Carrying Value ® Investment Square Foot® NOI @ NOI
Facility Type
Independent living communitie® 56 14,16 $ 1,640,55! 346% $ 115,83: $ 35,32: 33.4%
Assisted living facilities® 14€ 10,58 1,230,30: 26.0% $ 116,25! 26,69¢ 25.2%
Skilled nursing facilities® 48 5,02¢ 206,09: 4.4% $ 41,021 4,26( 4.0%
Rehabilitation hospital 2 364 72,83( 1.5% $ 200,08: 2,61¢ 2.5%
Wellness center 1C 812,00(sq. ft. 180,01° 38% % 222 4,42( 4.2%
MOBs 10¢ 7,630,001 sq. ft. 1,407,88 29.7%  $ 18¢ 32,42¢ 30.7%
Total 37C $ 4,737,68 100.0¥% $ 105,73¢ 100.0¥%
Tenant / Operator / Managed Proper
Five Star (Lease No. : 8¢ 6,53¢ $ 674,04( 142%  $ 103,08¢ $ 13,98¢ 13.2%
Five Star (Lease No. : 48 6,14( 559,52 11.8% $ 91,12¢ 13,13¢ 12.4%
Five Star (Lease No. . 28 5,61¢ 652,21: 13.8% $ 116,09¢ 15,74 14.9%
Five Star (Lease No. « 25 2,614 271,26: 57% $ 103,77: 5,93( 5.6%
Sunrise / Marriot® 14 4,091 325,16! 6.9% $ 79,48: 7,01 6.6%
Brookdale 18 894 61,12: 1.3% $ 68,36¢ 1,75¢ 1.7%
5 private companies (combine 7 95¢ 36,081 08% $ 37,63( 1,262 1.2%
TRS Manage(® 23 3,27¢ 570,36t 120% $ 173,94¢ 10,06¢ 9.5%
Wellness center 1C 812,00( sq. ft. 180,01° 3.8% $ 222 4,42( 4.2%
Multi-tenant MOBs 10€ 7,630,00/ sq. ft. 1,407,88 20.7% % 18E 32,42¢ 30.7%
Total 37C $ 4,737,68 100% $ 105,73¢ 100%

Tenant / Managed Property Operating Statistics»

Rent Coverage Occupancy
2011 2010 2011 2010
Five Star (Lease No. : 1.20» 1.31» 84.1% 86.9%
Five Star (Lease No. ! 1.39» 1.37» 82.5% 81.9%
Five Star (Lease No. : 1.44y 1.53» 86.0% 87.7%
Five Star (Lease No. « 1.14» 1.11» 85.4% 83.4%
Sunrise / Marriot® 1.58» 1.40x 89.5% 89.8%
Brookdale 2.23» 2.21» 92.1% 92.9%
5 private companies (combine 2.80» 2.42y 84.0% 84.0%
TRS Manage(® NA NA 84.2% NA
Wellness center 2.15» 2.18» 100.0% 100.0%
Multi-tenant MOB<® NA NA 95.9% 97.0%

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

(2) Represents investment carrying value divided byntiraber of living units, beds or leased squaredée&tarch 31, 2012.

(3) Net operating income, or NOI, is defined and calted by reportable segment and reconciled to eehie below in this Item 2.

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

(5) Marriott International, Inc. guarantees the less@bligations under this lease.

(6) These 23 senior living communities acquired sinoe 2011 are leased to our TRSs and managed bysEive

(7) Operating data for TRS managed properties are preérom the date of acquisitions through MarchZ112 and operating data for
multi-tenant MOBs are presented as of March 312201d 2011; operating data for other propertiestandnts are presented based upon
the operating results provided by our tenantstferii2 months ended December 31, 2011 and 2010e ondst recent prior period for
which tenant operating results are available toRsnt coverage is calculated as operating cashfflam our tenants’ operations of our
properties, before subordinated charges, divideshimymum rents payable to us. We have not indepethyl verified our tenants’
operating data. The table excludes data for psnwbr to our ownership of some of these propertie

(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 their expense, and sehand modified gross leases where we are redpersioperate and maintain the
properties and we charge tenants for some or @tleoproperty operating costs. A small percentdgrir MOB leases are so-called “full-
service” leases where we receive fixed rent fromteoants and no reimbursement for our propertyaijyg costs.
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The following tables set forth information regagliour lease expirations as of March 31, 2012 (dellathousands):

Annualized Rental Income® Percent of Cumulative
Short and Long Total Percentage of
Term Residential Annualized Annualized
Care Wellness Rental Income Rental Income
Year Communities @ MOBs Centers Total Expiring Expiring
2012 $ — 3 15,60¢ $ — 3 15,60¢ 3.5% 3.5%
2013 18,25¢ 15,22: — 33,47 7.5% 11.0%
2014 — 21,91¢ — 21,91¢ 4.9% 15.9%
2015 3,03¢ 17,59( — 20,62« 4.6% 20.5%
2016 — 17,022 — 17,022 3.8% 24.3%
2017 32,95¢ 18,94¢ — 51,89¢ 11.6% 35.9%
2018 14,45¢ 6,871 — 21,32¢ 4.7% 40.6%
2019 59¢ 27,03¢ — 27,63t 6.2% 46.8%
2020 — 9,60: — 9,60: 2.1% 48.9%
2021 and thereaftt 177,89: 34 55: 17,53¢ 229,97¢ 51.1% 100.0%
Total $ 247,18t $ 184,360 $ 17,63¢ $ 449,08 100.0%

Average remaining lease term for all propertiesigiveed by annualized rental income): 9.5 years
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(1) Annualized rental income is rents pursuant to exgdeases as of March 31, 2012, including expeeisebursements for certain
net and modified gross leases and excluding leals®e amortization at certain of our MOBs and wedkeenters.
(2) Excludes rent received from our TRSs.

Number of Tenants Cumulative
Short and Long Percent of Percentage
Term Total of Number
Residential Number of of
Care Wellness Tenancies Tenancies
Year Communities MOBs Centers Total Expiring Expiring
2012 — 112 — 112 20.9% 20.9%
2013 1 70 — 71 13.2% 34.1%
2014 — 82 — 82 15.3% 49.4%
2015 3 65 — 68 12.7% 62.1%
2016 — 61 — 61 11.4% 73.5%
2017 2 41 — 43 8.0% 81.5%
2018 1 24 — 25 4.7% 86.2%
2019 1 22 — 23 4.3% 90.5%
2020 — 17 — 17 3.2% 93.7%
2021 and thereaft: 4 29 2 35 6.3% 100.0%
el 12 525 2 537 100.0%

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

Living Units / Beds Square Feel
Short and Long
Term Cumulative
Residential Percent of Percentage of Wellness Percent of Cumulative
Care Total Living Living Units / MOBs Centers Total Total Percent of
Communities Units / Beds Beds (Square (Square Square Square Feet Total Square
Year (Units / Beds)® Expiring Expiring Feet) Feet) Feet Expiring Feet Expiring
2012 — 0.0% 0.0% 594,35¢ — 594,35¢ 7.4% 7.4%
2013 2,47 9.2% 9.2% 536,51! — 536,51! 6.7% 14.1%
2014 — 0.0% 9.2% 985,59¢ — 985,59¢ 12.3% 26.4%
2015 422 1.6% 10.8% 766,13¢ — 766,13¢ 9.6% 36.0%
2016 — 0.0% 10.8% 763,47 — 763,47 9.5% 45.5%
2017 3,50¢ 13.1% 23.9% 833,56: — 833,56: 10.4% 55.9%
2018 1,61¢ 6.0% 29.9% 210,90 — 210,90 2.6% 58.5%
2019 17t 0.7% 30.6% 893,40 — 893,40: 11.3% 69.8%
2020 — 0.0% 30.6% 454,61( — 454,61( 5.7% 75.5%
2021 and thereaft 18,65¢ 69.4% 100.0% 1,150,60: 812,00( 1,962,60: 24.5% 100.0%
Total 26,85t 100.0% 7,189,16! 812,00( 8,001,16! 100.0%
1) Excludes 3,279 living units leasedtw TRSs.

During the three months ended March 31, 2012, wered into MOB lease renewals for 22,287 squarediee new leases for 23,€

square feet, at weighted average rental ratesvibra 17.2% above rents previously charged for éineesspace. These leases have averay
rent of $36.96 per square foot. Average leaseséomleases entered into during the first quaste2012 were 9.7 years. Commitments for
tenant improvement and leasing costs for leasesntaed into during the first quarter of 2012 teth$1.3 million, or $28.96 per square foot
on average (approximately $2.99 per square fooygar of the lease term).

RESULTS OF OPERATIONS (dollars and square feet inthousands, unless otherwise noted)

We have three operating segments, of which twoegrertable operating segments. The two reporiiéeating segments are:
(i) short term and long term residential care comities that offer dining for residents and (ii) pesties where medical related activities
occur but where residential overnight stays orrdjréervices are not provided, or MOBs. Propeitigbe short term and long term resider
care communities segment include leased and managegendent living communities, assisted livinghoaunities, skilled nursing facilities
and rehabilitation hospitals. We earn rental ineagvenues from the tenants that lease and opmrateased communities and we earn fees
and services revenues from the residents of oualgleth Communities. Five Star began managing ourayleth Communities for our account
in June 2011. Properties in the MOB segment irecthidse leased to medical providers, medical rlatsinesses, clinics and biotech
laboratory tenants. We earn rental income revefroastenants of our MOBs. The “All Other Operat¥ category in the following table
includes amounts related to corporate businesegitéesdiand the operating results of certain pragerthat offer fithess, wellness and spa
services to members.
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Revenues
Short term and long term residential care commes
MOBs
All other operation:
Total revenue

Net income:
Short term and long term residential care commess
MOBs

All other operation:
Net income

Three Months Ended

March 31,

2012 2011
$ 9439 $ 57,10¢
46,26 37,09(
4,42( 4,35¢
$ 145,07. $ 98,55:
$ 34,81¢ $ 30,10¢
17,41 17,59:
(19,877 (15,929
$ 32,35. $ 31,77

The following sections analyze and discuss thelt®stioperations of each of our segments for #wopls presented.

Three Months Ended March 31, 2012 Compared to Thre#onths Ended March 31, 2011:

Short and long term residential care communities

All Properties

Comparable Properties @

As of the Three Months

Ended March 31,

As of the Three Months
Ended March 31,

2012 2011 2012 2011
Total properties 252 22¢ 223 22¢
# of units / bed: 30,13¢ 26,74« 26,17¢ 26,17¢
Occupancy

Leased communitie® 85.3% 86.2% 85.3% 86.1%

TRS managed communiti® 85.8% — — —
Rent coverag® 1.42» 1.43» 1.43x 1.43x
Rental income? $ 58,82 57,10¢ 56,93 $ 57,091
Residents fees and servi® $ 35,56¢ — — 3 —

(1) Consists of short and long term residential cararoanities we have owned continuously since JanLia?p11.

(2) Excludes rents from our Managed Communities. élint operating data presented are based upopéhating results provided
our tenants for the 12 months ended December 31, 28d 2010, or the most recent prior period foictvbenant operating results
are available to us. Rent coverage is calculasemparating cash flow from our triple-net tenajgérations of our properties, before
subordinated charges, divided by triple-net mininmemts payable to us. We have not independentifiact our tenants’ operating
data. The table excludes data for periods priamutoownership of some of these properties.

19




(3) Represents the average occupancy for our 23 Mar@geununities from the date of acquisitions throtddrch 31, 2012 and our
revenues for the three months ended March 31, 2012.

Short and long term residential care communitibgraperties:

Three Months Ended March 31,

2012 2011 Change % Change

Rental income $ 58,82¢ $ 57,10¢ $ 1,71¢ 3.0%
Residents fees and servi® 35,56¢ — 35,56¢ —
Property operating expens®) (25,499 — (25,499 —
Net operating income (NO 68,89: 57,10¢ 11,78¢ 20.6%
Depreciation expens (20,897 (16,730 (4,167 (24.9)%
Operating incom: 47,99¢ 40,37¢ 7,617 18.9%
Interest expens (13,179 (10,27) (2,904 (28.3)%

Net income $ 34,81¢ $ 30,10¢ $ 4.71% 15.7%

(1) Includes data for our Managed Communities.

Rental income Rental income increased because of rents fronaoguisition of five communities during the seconguder of 2011 for
approximately $89,600 and one community duringttivel quarter of 2011 for approximately $10,235 ethare leased by Five Star and our
purchase of approximately $39,600 of improvemerddearto our properties which are leased by Five Stae January 1, 2011, partially
offset by a reduction in rental income resultingnfirthe sale of five properties during the secorattgu of 2011 for approximately $38,625.
Rental income includes non-cash straight line agifiistments totaling approximately $505 and $50&He three months ended March 31,
2012 and 2011, respectively. Rental income deetkgsar over year on a comparable basis relataddnt reduction from the sale of five
communities during the second quarter of 2011 alrtoffset by improvement purchases at certaithef223 communities we have owned
continuously since January 1, 2011.

Residents fees and servic Residents fees and services are the revenuediestroar 23 senior living communities that we aoegifor
approximately $567,715 since June 2011 that asetbto our TRSs. We recognize these revenues\aseseare provided. Lease agreem
with residents generally have a term of one yedraagn cancelable by the residents with 30 daysteot

Property operating expense Property operating expenses include expensesré@ttat our 23 senior living communities that @asked to ot
TRSs acquired since June 2011. Property operakipgnses consist of management fees, real estat tdility expense, salaries and
benefits of property level personnel, repairs amihtenance expense, cleaning expense and othet dirgts of operating properties.

Net operating incom¢ NOI increased because of the changes in rergaiie, residents fees and services and propertatipgexpenses
described above. The reconciliation of NOI toinebme for our short and long
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term residential care communities segment is shavime table above. Our definition of NOI and gonsolidated reconciliation of NOI to
net income are included below in “Non-GAAP Finahéikeasures”.

Depreciation expens: Depreciation expense increased as a result dagurisition of 29 communities acquired since Janta2011 and ot
purchase of improvements made to our propertiesiwénie leased by Five Star since January 1, 2@tfialty offset by the sale of five
properties during the second quarter of 2011.

Interest expens: Interest expense for our short and long terndeggial care communities arises from mortgage gettred by certain of
these properties. The increase in interest experthe result of the assumption of $204,000 oftgaaye debt in connection with certain of
2011 acquisitions occurring in the second, third Bourth quarter of that year, partially offsetthye repayment of one mortgage loan in
February 2012 that had a principal balance of apprately $12,400 and an interest rate of 6.03%athertization of the principal balance of
our mortgage debt and the reduction in a variadtke of interest applicable to one mortgage debt.

MOBs:

All Properties

Comparable Properties @

As of the Three Months
Ended March 31,

As of the Three Months
Ended March 31,

2012 2011 2012 2011
Total propertie: 10¢ 89 80 80
Total square fee@ 7,63( 5,98¢ 5,15( 5,15(
Occupancy® 94.2% 97.8% 94.2% 97.2%
Rental income $ 46,26. $ 37,090 $ 35,25¢ $ 34,43:

(1) Consists of MOBs we have owned continuously simecridry 1, 2011.

(2) Prior periods exclude space remeasurements maatgydbe periods presented.

(3) MOB occupancy includes (i) space being fitted @mutdccupancy pursuant to existing leases andg@gs which is leased, but is not

occupied or is being offered for sublease by tenant

21




MOBs, all properties:

Three Months Ended March 31,

2012 2011 Change % Change

Rental income $ 46,26. $ 37,090 $ 9,171 24.7Y%
Property operating expens (13,839 (10,439 (3,409 (32.6)%
Net operating income (NO 32,42¢ 26,657 5,76¢ 21.6%
Depreciation expens (11,537 (8,689) (2,849 (32.8)%
Impairment of asse (3,07)) (16€) (2,909 (1750.0)Y
Operating incom: 17,82 17,80¢ 15 0.1%
Interest expens (412 (217) (19%5) (89.9)%

Net income $ 17,41, % 17,59, $ (180) (1.0)%

Rental income Rental income increased because of rents from @88Me acquired for approximately $336,400 sincridey 1, 2011,
partially offset by the sale of two MOBs for appimately $835 during the second quarter of 2011nt&éncome includes non-cash straight
line rent adjustments totaling $2,000 and amoiitnadf approximately $(602) and $161 of acquireal estate leases and obligations for the
three months ended March 31, 2012 and 2011, regeksct

Property operating expense Property operating expenses consist of propedyagement fees, real estate taxes, utility expeasajes and
benefit costs of property level personnel, repaimd maintenance expense, cleaning expense anddithetrcosts of operating properties.
Property operating expenses increased because bf@B acquisitions since January 1, 2011, partiaffget by the sale of two MOBs duril
the second quarter of 2011.

Net operating income¢ NOI increased because of the changes in rerttahie and property operating expenses describeccabithe
reconciliation of NOI to net income for our MOB segnt is shown in the table above. Our definitibfN®I and our consolidated
reconciliation of NOI to net income is included @&lin “Non-GAAP Financial Measures”.

Depreciation expens: Depreciation expense increased because of our EBgBisitions since January 1, 2011, partiallyetffsy the sale of
two MOBs during the second quarter of 2011.

Impairment of assetsDuring the three months ended March 31, 2012, werdeed an impairment of assets charge of $ 3,0@ferkto one
property to reduce the carrying value of this propto its estimated fair value. During the threenths ended March 31, 2011, we recorded
an impairment of assets charge of $166 relateddgroperties to reduce the carrying value of th@sgperties to their estimated sales prices
less costs to sell.

Interest expensi Interest expense for our MOBs arises from momgagpt secured by certain of these properties. chibage in interest
expense is the result of our assumption of $13¢800ortgage debt in connection with our acquisitddrone MOB in July 2011 and one M(
in November 2011, partially offset by the amortiaatof our mortgage debt.
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MOBs, comparable properti¢slOBs we have owned continuously since Januanp11p

Three Months Ended March 31,

2012 2011 Change % Change

Rental income $ 35,25¢ $ 34,43 $ 824 2.4%
Property operating expens (9,417 (9,540 12€ 1.3%
Net operating income (NO 25,84 24,89: 952 3.8%
Depreciation expens (8,247 (8,120 (123) (1.5)%
Operating incom: 17,60: 16,77: 82¢ 4.9%
Interest expens (210 (217 7 3.2%

Net income $ 17,39. $ 16,55 $ 83¢€ 5.0%

Rental income Rental income includes non-cash straight line agijistments totaling $1,300 and $1,800 and anabitiz of approximately
$164 and $239 of acquired real estate leases diyhtibns for the three months ended March 31, 2801?2011, respectively.

Property operating expense Property operating expenses consist of propeaiyagement fees, real estate taxes, utility expeasajes and
benefit costs of property level personnel, repaimd maintenance expense, cleaning expense anddithetrcosts of operating properties.
Property operating expenses decreased slightlyadaer more effective control of expenses.

Net operating income¢ NOI increased because of the changes in rerttahie and property operating expenses describeccabithe
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 inaim included below in “Non-GAAP Financial Measlires

Depreciation expens: Depreciation expense increased primarily becatisaprovements we made on certain of these prigsesince
January 1, 2011, and the amortization of leasirsgsgpartially offset by a reduction in amortizatmfrabove and below market lease
adjustments that we amortize over the respectageléerms.

Interest expensi Interest expense for our MOBs arises from momrgagpt secured by certain of these properties. chibage in interest
expense is the result of the amortization of ourtgage debt.
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All other operations @

Three Months Ended March 31,

2012 2011 Change % Change
Rental income $ 4,42C $ 4,35: $ 67 1.5%
Expenses
Depreciatior 94¢ 94¢ — —
General and administratiy 7,68t 6,15¢ 1,52¢ 24.8%
Acquisition related cost 68¢€ 1,113 (425) (38.2)%
Total expense 9,321 8,21 1,104 13.4%
Operating los! (4,907 (3,869 (1,037 26.8%
Interest and other incon 482 232 25C 107.8%
Interest expens (15,299 (12,255 (3,049 (24.8)%
Equity in earnings of an invest 45 37 8 21.6%
Loss before income tax exper (19,679 (15,850) (3,829 24.1%
Income tax expens (209) (72) (133 -187.3%
Net loss $ (19,877) $ (15,92:) $ (3,950 (24.8)%

(1) All other operations includes our wellness cenferations that we do not consider a significargasately reportable segment of
our business and corporate business activitiespandperating expenses that are not attributabéereportable specific segment.

Rental income Rental income for our wellness centers increasediise of consumer price index based rent increasss January 1, 2011
certain of our wellness centers. Rental incombudes non-cash straight line rent adjustmentsitmapproximately $365 and amortization
of approximately $55 of acquired real estate leaselsobligations in both the three months endedcMad, 2012 and 2011.

Depreciation expens: Depreciation expense remained consistent as e no wellness center acquisitions nor capitgrovement
funding for the three months ended March 31, 20122011 as we generally depreciate our long-livetingss center assets on a straight line
basis.

General and administrative expens&eneral and administrative expenses consistesf peirsuant to our business management agreement
with RMR, equity compensation expense, legal amdaating fees and other costs relating to our statua publicly traded company.
General and administrative expenses increasedipalhcas a result of acquisitions of senior liviegmmunities and MOBs for approximat
$1,004,000 since January 1, 2011, partially otisethe sale of seven properties during the secoadey of 2011 for approximately $39,460.

Acquisition related cost: Acquisition related costs represent legal anémtlie diligence costs incurred in connection with acquisition
activity during the three months ended March 31,28nd 2011. Acquisition related costs decreaseduse of a lower number and value of
senior living and MOB acquisitions during the threenths ended March 31, 2012 than the prior yeaoge
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Interest and other incom The increase in interest and other income is indine to $275 of interest received from our Bridgan with
Five Star during the three months ended March 3122 Interest and other income also includeséstesn our investable cash and dividend
income related to the 250,000 common shares of GhHwe own.

Interest expens: Interest expense increased because of our iss@ii$250,000 of unsecured senior notes with arest rate of 4.30% in
January 2011, our issuance of $300,000 of unsecam®idr notes with an interest rate of 6.75% indbaloer 2011 and greater amounts
outstanding under our revolving credit facilityrégher weighted average interest rates, partidfsed by reduced interest expense because of
the redemption in January 2012 of all $225,000uwf&625% unsecured senior notes. Our weightethgedalance outstanding and interest
rate under our revolving credit facility was $22006and 1.8%, and $29,600 and 1.1%, for the thregtlmsended March 31, 2012 and 2011,
respectively.

Equity in earnings of an investe Equity in earnings of an investee representgogportionate share of earnings from our investnireiC.
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Non-GAAP Financial Measures

We provide below calculations of our funds from igtens, or FFO, Normalized FFO and NOI for theethmonths ended March
2012 and 2011. We believe that this data mayifatglan understanding of our consolidated hisébiperating results. These measures
should be considered in conjunction with net incpoperating income and cash flow from operatingviigs as presented in our condensed
consolidated statements of income and comprehesioene and condensed consolidated statementslofflicavs. These measures do not
represent cash generated by operating activitiasdénrdance with GAAP and should not be considasealternatives to net income, opera
income or cash flow from operating activities detered in accordance with GAAP, as indicators of finaincial performance or liquidity, n
are these measures necessarily indicative of sefficash flow to fund all of our needs. Other REand real estate companies may calculate
FFO, Normalized FFO or NOI differently than we do.

Funds From Operations and Normalized Funds Fromr@jens

We calculate FFO and Normalized FFO as shown beleMO is calculated on the basis defined by théoNat Association of Real
Estate Investment Trusts, or NAREIT, which is meoime, calculated in accordance with GAAP, exclgdiny gain or loss on sale of
properties and impairment of assets, plus reateedigpreciation and amortization. Our calculabbiNormalized FFO differs from the
NAREIT definition of FFO because we include peregtrent and exclude acquisition related costdassdon early extinguishment of de
if any. We consider FFO and Normalized FFO to heragriate measures of performance for a REIT, aleitlg net income, operating incot
and cash flow from operating, investing and finagcactivities. We believe that FFO and NormaliE&® provides useful information to
investors because by excluding the effects of ehistorical amounts, such as depreciation expdfis® and Normalized FFO can facilitate
a comparison of operating performances betweeng®riFFO and Normalized FFO are among the factmrsidered by our Board of
Trustees when determining the amount of distrimgito shareholders. Other factors include, buhatdimited to, requirements to maintain
our status as a REIT, limitations in our revolvargdit facility and public debt covenants, the &lality of equity and debt capital to us and
our expectation of our future capital requiremetd operating performance.

Our calculations of FFO and Normalized FFO forttivee months ended March 31, 2012 and 2011 ande#iedions of FFO and
Normalized FFO to net income, the most directly pamable financial measure under GAAP reported mncondensed consolidated financ
statements, appear in the following table.
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Three Months Ended

March 31,
2012 2011

Net income $ 32,35. % 31,77¢
Depreciation expens 33,37: 26,36
Impairment of asse 3,071 16€
FFO 68,80( 58,30z
Acquisition related cost 68¢ 1,11:
Percentage rent adjustmé? 2,90(¢ 2,70(
Normalized FFC $ 72,38¢ % 62,11¢
Weighted average shares outstanc 162,64 141,85!
FFO per shar $ 0.4z $ 0.41
Normalized FFO per sha $ 04t $ 0.44
Net income per shal $ 02 $ 0.22
$ 03¢ $ 0.37

Distributions declared per she

(1) Our percentage rents are generally determined @manal basis. We defer recognition of percentag&at income we receive
during the first, second and third quarters uh# tourth quarter when all contingencies relatepei@entage rents are satisfied.
Although recognition of this revenue is deferredlithe fourth quarter, our Normalized FFO calcidatfor the first three quarters
includes estimated amounts of percentage rentsresiect to those periods. When we calculate aumidlized FFO for the fourth

quarter, we exclude percentage rents we preseotedd first three quarters.

Property Net Operating Income (NC

We calculate NOI as shown below. We define NOhasme from real estate less our property operakpenses. We consider
NOI to be appropriate supplemental informationébincome because it helps both investors and nesnewgt to understand the operation
our properties. We use NOI internally to evaluatividual and company wide property level perfonoa and believe NOI provides useful
information to investors regarding our results pé@tions because it reflects only those incomeeapénse items that are incurred at the
property level and may facilitate comparisons af @perating performance between periods. The lon of NOI excludes depreciation
and amortization, acquisition related costs, amegd and administrative expenses from the calicumatf net income in order to provide

results that are more closely related to our prigeresults of operations.

The calculation of NOI by reportable segment iduded above in this Item 2. The following tablelirdes the reconciliation of N(
to net income, the most directly comparable finaheieasure under GAAP reported in our condensesiotiolated financial statements, for

the three months ended March 31, 2012 and 2011.
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Three Months Ended

March 31,
2012 2011

Reconciliation of NOI to Net Income:
Short and long term residential care communitiesd $ 68,89! $ 57,10¢
MOB NOI 32,42¢ 26,65
All other operations NO 4,42( 4,357

Total NOI 105,73¢ 88,11¢
Depreciation expens (33,379) (26,36)
General and administrative expel (7,68%) (6,15€)
Acquisition related cost (68¢) (1,119
Impairment of asse (3,079 (16€)

Operating incom 60,91¢ 54,32
Interest and other incon 482 232
Interest expens (28,889 (22,74¢)
Equity in earnings of an invest 45 37

Income before income tax exper 32,55¢ 31,84¢
Income tax expens (204 (71)

Net income $ 32,35. $ 31,77¢

LIQUIDITY AND CAPITAL RESOURCES

Rental income revenues and residents fees andtesmévenues from our leased and managed propemtiesir principal sources of
funds to pay operating expenses, debt service iatribdtions to shareholders. We believe thataparating cash flow will be sufficient to
meet our operating expenses and debt service gndigiaibutions on our shares for the next 12 merathd for the foreseeable future
thereafter. Our future cash flows from operatintivities will depend primarily upon our ability :to

*  maintain or improve the occupancy of, and the cumrental rates at, our properties;

e control operating cost increases at our properdied;

e purchase additional properties which produce clastsfin excess of our cost of acquisition capitad @roperty operating expenses.

Our Operating Liquidity and Resources

We generally receive minimum rents monthly or gesdytfrom our tenants, we receive percentage feats our residential
community tenants monthly, quarterly or annuallg are receive residents fees and services revenatesf expenses, from our Managed
Communities monthly. During the three months enldedch 31, 2012 and 2011, we generated $72.4 midind $64.8 million, respectively,
of cash from operations.
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The increase in our cash from operations over thog pear primarily resulted from our property aggjtions, as further described below.

Our Investment and Financing Liquidity and Resosirce

At March 31, 2012, we had $25.3 million of cash aadh equivalents and $485.0 million available wrde unsecured revolving
credit facility. We expect to use cash balances;dwings under our revolving credit facility andtrproceeds of offerings of equity or debt
securities to fund future working capital requirertss property acquisitions and expenditures reladgte repair, maintenance or renovation
of our properties.

In order to fund acquisitions and to accommodasgh ceeeds that may result from timing differencesvben our receipts of rents &
our need or desire to pay operating expenses atribdtions to our shareholders, we maintain a $r&tillion revolving credit facility with a
group of institutional lenders. The maturity dafehis facility is June 24, 2015 and we have atiooy subject to certain conditions and the
payment of a fee, to extend the facility for onaryeThis revolving credit facility also includedemture under which maximum borrowings
may be increased up to $1.5 billion in certainwinstances. Borrowings under our revolving creatiflity are unsecured. We may borrow,
repay and reborrow funds under the credit facilityil maturity, and no principal repayment is durtilumaturity. We pay interest on
borrowings under the revolving credit facility dBOR plus 160 basis points, subject to adjustmbat®d on our credit ratings. At March
2012, the weighted average interest rate payabteionevolving credit facility was 1.80%. As of kth 31, 2012 and May 1, 2012, we had
$265.0 million and $235.0 million, respectively tstanding under our revolving credit facility.

When significant amounts are outstanding underewwlving credit facility or as the maturity datafsour revolving credit facility
and term debts approach, we intend to explorergities for the repayment of amounts due. Suehmrgtives may include incurring
additional debt and issuing new equity securitid& currently have an effective shelf registrastatement that allows us to issue public
securities on an expedited basis, but it does smira that there will be buyers for such securities

In January 2012, we repaid all $225.0 million of 81625% unsecured senior notes at their matuatg.dWe funded this repayment
using borrowings under our revolving credit fagilittn February 2012, we repaid a mortgage loamerering one of our properties that had
a principal balance of approximately $12.4 millian, interest rate of 6.03% and a maturity date amdd 2012. In April 2012, we repaid 17
mortgage loans with a weighted average interestaf6.95% encumbering 17 of our properties for.$3gillion, including accrued interest,
that had maturity dates in June and July 2012.

In March and April 2012, we entered three sepaagteements to acquire four senior living commusitiad two MOBs for total
purchase prices of $71.4 million, including theuasption of approximately $25.0 million of mortgadebt and excluding closing costs. The
senior living communities are located in Coloraldiaho and Washington and include a total of 51ihdjwnits, and the MOBs are located in
Maryland and Massachusetts and include a tota@f1B0 square feet. The closings of these acoprisiare contingent upon completion of
our diligence and other customary closing cond#jaccordingly, we can provide no assurance thatii@urchase these properties.

In February 2012, we acquired a previously disaasenior living community located in Priceville,adlama with 92 assisted living
units for approximately $11.3 million, excludingsing costs. All the residents at this communitgrently pay for occupancy and services
with private resources. We funded this acquisitismg cash on hand. Our weighted average cagatadn rate for this acquisition was 7.7%
based on
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estimated annual NOI. Capitalization rate is titeorof the estimated annual GAAP revenues lesggrty operating expenses, if any, to the
purchase price on the date of acquisition.

We have previously disclosed agreements to acgairen properties which have not yet closed, inodur senior living
communities and three MOBs for total purchase prafe$257.8 million, including the assumption opagximately $88.9 million of mortgay
debt and excluding closing costs. The four seliforg communities are located in Missouri, New ¥X@nd South Carolina and include a
total of 688 living units, and the three MOBs ayedted in Georgia and Hawaii and include a tot&4#,198 square feet. The closings of
these acquisitions are contingent upon completfauodiligence and other customary closing condsi accordingly, we can provide no
assurance that we will purchase these properties.

We have entered an agreement to sell one MOB lddat®lassachusetts with approximately 18,900 sqfesefor a sale price of
approximately $1.2 million. The sale of this prages contingent upon completion of the buyer’igdince and other customary closing
conditions; accordingly, we can provide no assusahat we will sell this property.

In May 2011, we and Five Star entered into a lggne@ment under which we lent Five Star $80.0 mmiltio fund Five Stas purchas
of six senior living communities that Five Star tegteed to acquire for a total purchase price pf@pmately $122.8 million. By March 31,
2012, Five Star had completed its acquisition ethsix communities and had repaid $42.0 milliomApril 2012, Five Star repaid the
remaining $38.0 million and this Bridge Loan wasrtmated. The Bridge Loan bore interest at a egieal to the annual rates of interest
applicable to our borrowings under our revolvingdit facility, plus 1%. As of March 31, 2012, tinéerest rate was 2.8% under the Bridge
Loan. We recognized interest income from this geidloan of $275,000 for the three months ended Mat¢ 2012, which is included in
interest and other income in our condensed coreeliistatements of income and comprehensive income.

During the three months ended March 31, 2012, auntsto the terms of our existing leases with Fitar,Sve purchased $6.3 million
of improvements made to our properties leasedue Star, and, as a result, the annual rent payahis by Five Star increased by
approximately $512,000. We used cash on hand amdwings under our revolving credit facility torfd these purchases.

During the three months ended March 31, 2012 add 2ash expenditures made and capitalized foingaests, building
improvements and Managed Communities capital expeed were as follows (dollars in thousands):

Three Months Ended

March 31,
2012 2011
MOB leasing capita® $ 1,49¢ $ 2,31(
MOB building improvement® 794 224
Managed Communities capital improveme® 1,05¢ —
Total capital expenditure $ 3,35C § 2,53¢

(1) MOB leasing capital includes tenant improvement} énhd leasing costs (LC).

(2) MOB building improvements generally include: (i)nstruction costs and expenditures to replace otesblglding components that
extend the useful life of existing assets, andn@-recurring expenditures or expenditures thabel&ve increase the value of our
existing properties.
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(3) Includes capital improvements on the senior livioghmunities we have acquired since June 2011 thdeased to our TRSs and
managed by Five Star for our account.

We have made commitments for expenditures in cdiorewith our MOB leasing activities during the ¢élermonths ended March
2012, as follows:

New

Leases Renewals Total
Square feet leased during the quarter (0 24 22 46
Total commitments for tenant improvements and tepsbsts ($000s $ 1,172 $ 15¢ $ 1,332
Leasing costs per square f $ 49.0z $ 7.1€ $ 28.9¢
Average lease term (yeal 13.4 3.6 9.7
Leasing costs per square foot per ) $ 3.6t $ 1.8t % 2.9¢

We believe we will have access to various typefinaicings, including equity or debt offerings,fomd our future acquisitions and
to pay our debts and other obligations as theyreatue. Our ability to complete and the costsusffoture debt transactions are expected to
depend primarily upon market conditions and ouditratings. We have no control over market cand&. Our credit ratings depend upon
evaluations by credit rating agencies of our bussm@actices and plans and, in particular, whetleeappear to have the ability to maintain
our earnings and service our debt funding obligesjdo space our debt maturities and to balancesiof equity and debt capital so that our
financial performance and leverage ratios afforélesbility to withstand any reasonably anticipalia adverse changes. We intend to cor
our business activities in a manner which will doné to afford us reasonable access to capitahf@stment and financing activities.
However, there can be no assurance that we wablbeto complete any equity or debt offerings @t tiur cost of any future public or private
financings will not increase.

On April 3, 2012, we declared a quarterly distribntof $0.38 per common share, or $61.8 milliongto common shareholders of
record on April 13, 2012 for the quarter ended Mad&, 2012. This distribution will be paid to sklaolders on or about May 10, 2012, using
cash on hand and borrowings under our revolvinditfacility, if necessary.

Off Balance Sheet Arrangements

As of March 31, 2012, we had no off balance sheanhgements that we expect would have had or wioelldeasonably likely to ha
a current or future material effect on our finahcandition, changes in financial condition, reveawr expenses, results of operations,
liquidity, capital expenditures or capital resoww.ce

Debt Covenants

Our principal debt obligations at March 31, 2012evé&265.0 million outstanding under our $750.0ioml unsecured revolving
credit facility; three public issuances of unsedwsenior notes of $250.0 million due 2016 at aruahimterest rate of 4.30%, $200.0 million
due 2020 at an annual interest rate of 6.75% af6.93nillion due 2021 at an annual interest raté.©5%; and $831.6 million of mortgages
secured by 78 of our properties with maturity ddtesn 2012 to 2038. We also have two propertiesigrbered by capital leases totaling
$14.1 million at March 31, 2012. Our unsecuredaremotes are governed by an indenture. The inderfor our unsecured senior notes and
related supplements and our revolving credit facdontain a
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number of covenants which restrict our abilityrtour debts, including debts secured by mortgagesioproperties in excess of calculated
amounts, require us to maintain a minimum net wadstrict our ability to make distributions unaertain circumstances and generally
require us to maintain certain other financialastiAs of March 31, 2012, we believe we were in gligmce with all of the covenants under
our indenture and related supplements, our revgleredit facility and our other debt obligations.

None of our indenture and related supplementsrexaiving credit facility or our other debt obligats contain provisions for
acceleration which could be triggered by our dalihgs. However, in certain circumstances, ouolrgmg credit facility uses our senior debt
rating to determine the fees and the interestpayable for the facility.

Our public debt indenture and related supplemem$ain cross default provisions, which are gengttalfjgered upon default of any
of our other debts of at least $10.0 million orthwiespect to certain notes under such indentutesapplements, higher amounts. Similarly,
our revolving credit facility contains a cross défgrovision to any other debts of $25.0 millionmore that are recourse debts and to any
other debts of $75.0 million or more that are neceurse debts. Termination of our business manageagreement with RMR would cause
a default under our revolving credit facility, ibhapproved by a majority of our lenders.

Related Person Transactions

We have relationships and historical and contintiagsactions with our Trustees, our executivecef, RMR, Five Star, CWH and
AIC and other companies to which RMR provides manaent services and others affiliated with or reldatethem. For example, we have
employees and personnel and various services wiéregq operate our business are provided to URBMR pursuant to management
agreements; and RMR is owned by our Managing Tesstélso, as a further example, we have or hadiogkships with other companies to
which RMR provides management services and whigke baistees, directors and officers who are alsstées, directors or officers of ours
or RMR, including Five Star, which is our formeisidiary, our largest tenant and a manager of iceofeour senior living communities, and
we are Five Star’s largest stockholder; CWH, whigs our former parent and with which we have endagéransactions from time to time,
including our acquiring MOBs from CWH; and AIC, lndiana insurance company, which we, RMR, Five , SE&/H and three other
companies to which RMR provides management serdaek currently own approximately 14.3% of, andhwispect to which we and the
other shareholders of AIC have property insurangdace providing $500.0 million of coverage pursua an insurance program arranget
AIC and with respect to which AIC is a reinsurerceftain coverage amounts. For further informatibout these and other such relations
and related person transactions, please see Natedltt condensed consolidated financial statenieobsded in Part I, Item 1 of this
Quarterly Report on Form 10-Q, which is incorpodaterein by reference. In addition, for more infiation about these transactions and
relationships, please see elsewhere in this QlaReport on Form 10-Q, including “Warning ConcegiForward Looking Statements,” and
our Annual Report, our Proxy Statement and ourrdiliegs with the SEC, including Note 5 to our smtidated financial statements included
in our Annual Report, the sections captioned “Besgi and “Management’s Discussion and Analysisimdificial Condition and Results of
Operations—Related Person Transactions” and “Wgr@ioncerning Forward Looking Statements” of our dalrReport and the section
captioned “Related Person Transactions and Comigamiew of Such Transactionahd the information regarding our Trustees and ke
officers in our Proxy Statement. In addition, gleaee the section captioned “Risk Factors” ofAaurual Report for a description of risks
that may arise from these transactions and rekhips. Our filings with the SEC, including our Arat Report and our Proxy Statement, are
available at the SEC’s website at www.sec.govaddition, copies of certain of our agreements Wittse parties, including our business
management agreement and property management agreeith RMR, our leases, forms of management agee¢s and related pooling
agreement and Bridge Loan with Five Star,

32




various agreements we have with CWH and our shatersagreement with AIC and its shareholdersate publicly available as exhibits
to our public filings with the SEC and accessililthe SEC's website.

We believe that our agreements with RMR, Five ST&/H and AIC are on commercially reasonable terkive also believe that our
relationships with RMR, Five Star, CWH and AIC ahdir affiliated and related persons and entitiesdiit us, and, in fact, provide us with
competitive advantages in operating and growingomsiness.

Impact of Government Reimbursement

As of March 31, 2012 , approximately 94% of our Nf@m our properties came from properties whereagonty of the NOI is
derived from private resources, and the remainigo6 our NOI from our properties came from propstwhere a majority of the NOI were
derived from Medicare and Medicaid reimbursemei¥®& and our tenants operate facilities in manyestand participate in many federal and
state health care payment programs, includingetiertl Medicare and state Medicaid benefit progrfammservices in SNFs, hospitals and
other similar facilities, state Medicaid prograros $ervices in assisted living communities and otbderal and state health care payment
programs. Because of the current federal budd&titdend other federal priorities and continuetfidult state fiscal conditions, there have
been numerous recent legislative and regulatoigrasbr proposed actions with respect to federalibtre rates and state Medicaid rates and
federal payments to states for Medicaid prograrBxamples of these, and other information regardingh programs, is discussed under the
caption, “Business — Government Regulation and Reaisement’in our Annual Report. Congress recently adoptedébislation describe
under that caption delaying the approximately 2@#iction in the Medicare Physician Fee Scheduléwiad been scheduled to occur on
February 29, 2012, until the end of 2012. Howeasmoted therein, the scheduled reduction in 2848d be greater than 27%. Also,
Congress recently extended the exemption procedisnits on Medicare payments for outpatient thézapmlescribed under that caption from
February 20, 2012 until the end of 2012. We amhimto predict the impact of these or other retagislative and regulatory actions or
proposed actions with respect to state Medicaikrahd federal Medicare rates and federal paynestates for Medicaid programs on us or
our tenants. The changes implemented or to besimgahted as a result of such actions could restitigifiailure of Medicare, Medicaid or
private payment reimbursement rates to cover ciwsteductions in payments or other circumstankbasdould have a material adverse effect
on t he ability of some of our tenants to pay terus, the profitability of certain of our commueg which are leased to our TRSs and the
values of our properties.

ltem 3. Quantitative and Qualitative Disclosures Adout Market Risk.

We are exposed to risks associated with marketgesaim interest rates. We manage our exposubestonarket risk by monitoring
available financing alternatives. Our strategyi@nage exposure to changes in interest rates hasaterially changed since December 31,
2011. Other than as described below, we do noséer@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 March 31, 2012, our outstanding fixed rate dabtuded the following (dollars in thousands):

Annual Annual
Principal 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( 2016 Sem-Annually
Unsecured senior not 200,00t 6.75% 13,50( 2020 Sem-Annually
Mortgage<® 299,80( 6.71% 20,117 2019 Monthly
Mortgages 92,51¢ 5.924% 5,481 2016 Monthly
Mortgages 47,46( 6.54% 3,10¢ 2017 Monthly
Mortgages 37,44: 5.83% 2,18: 2014 Monthly
Mortgages® 30,32¢ 6.97% 2,114 2012 Monthly
Mortgage 13,941 6.91% 964 2013 Monthly
Mortgages 13,24¢ 5.66% 75C 2015 Monthly
Mortgage 12,65¢ 6.25% 791 2016 Monthly
Mortgage 11,71 6.365% 74€ 2015 Monthly
Mortgages 10,83: 6.11% 662 2013 Monthly
Mortgage 9,59( 5.95% 571 2038 Monthly
Mortgage 6,55¢ 5.97% 391 2016 Monthly
Mortgage 5,192 5.65% 293 2015 Monthly
Mortgage 4,662 5.81% 271 2015 Monthly
Mortgage 4,20z 6.50% 273 2013 Monthly
Mortgage 3,59¢ 6.25% 22t 2033 Monthly
Mortgage 3,45¢ 7.31% 258 2022 Monthly
Mortgage 3,15¢ 6.07% 192 2012 Monthly
Mortgage 2,92¢ 5.88% 17z 2015 Monthly
Mortgage® 2,34( 6.73% 157 2012 Monthly
Mortgage 1,697 7.85% 13z 2022 Monthly
Bonds 14,70( 5.875% 864 2027 Semi-Annually
$ 1,382,00 $ 85,20"

(1) The principal balances and interest rates arertftmuats stated in the contracts. In accordance @RAP, our carrying values
and recorded interest expense may be differentisecaf market conditions at the time we assumedioesf these debts.

(2) Consists of fixed rate portion of our Federal NaibMortgage Association, or FNMA, loan.

(3) In April 2012 we repaid these mortgage loans.

No principal payments are due under our unsecuségbror bonds until maturity. Our mortgages reqpiiecipal and interest
payments through maturity pursuant to amortizasiomedules. Because these debts bear interefikatlaate, changes in market interest
rates during the term of these debts will not aféea operating results. However, if these debtsrefinanced at interest rates which are 10%
higher or lower than shown above, our annual isterest would increase or decrease by approxim&gly million.

Changes in market interest rates do affect thevdire of our fixed rate debt obligations; incresasemarket interest rates decrease
the fair value of our fixed rate debt, while desesin market interest rates
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increase the fair value of our fixed rate debtsd&hon the balances outstanding at March 31, 20i2discounted cash flow analysis through
the maturity date of our fixed rate debt obligatipa hypothetical immediate 10% change in intawss would change the fair value of those
obligations by approximately $43.9 million.

Our unsecured senior notes and mortgages geneaadtgin provisions that allow us to make repaymanfgar plus premiums which
are generally designed to preserve stated yieltteetdebt holders. Also, as we have previously dameoccasionally 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 accrueiest at floating rates and matures in June 2@&t®arch 31, 2012, we had $265.0
million outstanding and $485.0 million available fiorrowing 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 boiirays under our revolving credit facility
accrue interest at LIBOR plus 160 basis pointsjesiihio adjustments based on our credit ratingscofdingly, we are vulnerable to changes
in U.S. dollar based short term rates, specificalBOR. In addition, we are vulnerable to increagecredit spreads due to market
conditions. Generally, a change in interest ratesld not affect the value of our floating rate tiebt would affect our operating results. For
example, the interest rate payable on our outstandivolving indebtedness of $265.0 million at Ma81, 2012 was 1.80%. The following
table presents the impact a 10% change in intesitet would have on our annual floating rate irsieegpense at March 31, 2012 (dollars in
thousands):

Impact of Changes in Interest Rate:

Outstanding Total Interest
Interest Rate Debt Expense Per Year
At March 31, 201: 1.80% % 265,000 $ 4,77
10% reductior 1.62% $ 265,000 $ 4,29:
10% increas: 1.98% $ 265,000 $ 5,24

The following table presents the impact a 10% ckangnterest rates would have on our annual fimatate interest expense at March 31,
2012 if we had fully drawn our revolving credit flitgy (dollars in thousands):

Impact of Changes in Interest Rate:

Outstanding Total Interest
Interest Rate Debt Expense Per Year
At March 31, 201: 1.80% $ 750,000 $ 13,50(
10% reductior 1.62% $ 750,000 $ 12,15(
10% increas: 1.98% $ 750,000 $ 14,85(

The foregoing tables show the impact of an immediatange in floating interest rates. If interests were to change gradually over time
impact would be spread over time. Our exposufutduations in floating interest rates will incesaor decrease in the future with increases
or decreases in the outstanding amount under walviag credit facility or other floating rate debt

In 2009, we closed the FNMA loan financing for appmately $512.9 million. A part of this borrowinig at a fixed interest rate,
with a balance of $299.8 million at March 31, 2048d a part is at a floating rate calculated gwe@asl above LIBOR, with a balance of
$199.5 million at March 31, 2012. Generally, argigin market interest rates will not change tHeevaf the floating rate part of this loan
but
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will change the interest expense on the floating part of this loan. For example, at March 31,2®ur effective weighted average annual
interest rate payable on the outstanding variatnlewent of this loan was 6.39%. If interest rateange by 10% of current rates, the impact
upon us would be to change our interest expenskasn in the following table (dollars in thousands)

Impact of Changes in Interest Rates

Outstanding Total Interest
Interest Rate ® Debt Expense Per Year
At March 31, 201: 6.39% $ 199,45¢ $ 12,73
10% reductior 6.36% $ 199,45¢ % 12,68¢
10% increas: 6.41% $ 199,45¢ % 12,78t

(1)  Our variable rate at March 31, 2012 consists obtiee month LIBOR rate of 0.24% at March 31, 20185 fixed premium.
This table assumes a 10% interest rate changesaonéhmonth LIBOR rate.

Also, we have arranged with FNMA to cap, or lintlite interest rate increases which will impact titeriest expense we will pay on
the floating rate part of this loan. The net effefcthis arrangement is that the maximum effeciiterest rate 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 FNMA obligradiin order to mitigate the risks of refinancingar other reasons. The fixed
rate portion of this loan may be prepaid duringfttet 96 months of the loan term subject to owipg a standard make whole premium and
thereafter for a declining fixed percent premiunthaf amount prepaid which is reduced to zero idakesix months of this ten year loan.
floating rate portion may be prepaid after one yean fixed premium percent of the amount prepeatiich is also reduced to zero in the last
six months of this ten year loan. We may exertisse prepayment options to mitigate the risksrgnten this FNMA loan arising from
changes in interest rates.

Item 4. Controls and Procedures.

As of the end of the period covered by this repmut, management carried out an evaluation, undesuipervision and with the
participation of our Managing Trustees, Presidect @hief Operating Officer and Treasurer and CRie&ncial Officer, of the effectiveness
of our disclosure controls and procedures purstaettite Securities Exchange Act of 1934, as ameridelds 13a-15 and 15d-15. Based upon
that evaluation, our Managing Trustees, PresidetitGhief Operating Officer and Treasurer and ChRiancial Officer concluded that our
disclosure controls and procedures are effective.

There have been no changes in our internal coowenl financial reporting during the quarter endeardh 31, 2012 that have
materially affected, or are reasonably likely tatenally affect, our internal control over finantiaporting.
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WARNING CONCERNING FORWARD LOOKING STATEMENTS

THIS QUARTERLY REPORT ON FORM 10-Q CONTAINS STATEMHS 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 SU@&S$ “BELIEVE”, “EXPECT”, “ANTICIPATE”, “INTEND”, “PL AN",
“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,

* OURABILITY TO PAY INTEREST AND PRINCIPAL OF OUR DBT,

* OURABILITY TO PAY DISTRIBUTIONS AND THE AMOUNT OFSUCH DISTRIBUTIONS,

* OURABILITY TO RETAIN OUR EXISTING TENANTS, ATTRACTNEW TENANTS AND MAINTAIN OR INCREASE
CURRENT RENTAL RATES,

* OUR POLICIES AND PLANS REGARDING INVESTMENTS AND RIANCINGS,

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

* OUR TAX STATUS AS A REIT,

* OUR BELIEF THAT FIVE STAR, OUR FORMER SUBSIDIARY, WICH, AS OF MARCH 31, 2012, IS RESPONSIBLE FOR
44.7% OF OUR CURRENT ANNUALIZED RENTS, HAS ADEQUATHNANCIAL RESOURCES AND LIQUIDITY TO MEET
ITS OBLIGATIONS TO US,

* OUR EXPECTATION THAT WE WILL BENEFIT FINANCIALLY BY PARTICIPATING IN AIC WITH RMR AND
COMPANIES TO WHICH RMR PROVIDES MANAGEMENT SERVICE&ND

* OTHER MATTERS.

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

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

» THE IMPACT OF THE PATIENT PROTECTION AND AFFORDABLEARE ACT, OR PPACA, AND OTHER RECENTLY
ENACTED, ADOPTED OR PROPOSED LEGISLATION OR REGULKINS ON US AND ON OUR TENANTS AND THEIR
ABILITY TO PAY OUR RENTS,
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* ACTUAL AND POTENTIAL CONFLICTS OF INTEREST WITH OURMANAGING TRUSTEES, FIVE STAR, CWH, AND
RMR AND THEIR RELATED 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 TAX PRPOSES,

» COMPETITION WITHIN THE HEALTHCARE AND REAL ESTATENDUSTRIES, AND

* ACTS OF TERRORISM, OUTBREAKS OF SO CALLED PANDEMICR OTHER MANMADE OR NATURAL DISASTERS
BEYOND OUR CONTROL.

FOR EXAMPLE:

* FIVE STAR IS OUR LARGEST TENANT AND MANAGES SEVERADF OUR SENIOR LIVING COMMUNITIES FOR OUR
ACCOUNT AND FIVE STAR MAY EXPERIENCE FINANCIAL DIFFCULTIES AS A RESULT OF A NUMBER OF
FACTORS, INCLUDING, BUT NOT LIMITED TO:

* CHANGES IN MEDICARE AND MEDICAID PAYMENTS, INCLUDING THOSE RESULTING FROM PPACA AND
OTHER RECENTLY ENACTED, ADOPTED OR PROPOSED LEGISI®N OR REGULATIONS, WHICH COULD
RESULT IN REDUCED RATES OR A FAILURE OF SUCH RATH® MATCH FIVE STAR’S COSTS,

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, AN

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 MEETINGOTHER CUSTOMARY CONDITIONS,

* INCREASING THE MAXIMUM BORROWINGS UNDER OUR REVOLWG CREDIT FACILITY IS SUBJECT TO
OBTAINING ADDITIONAL COMMITMENTS FROM LENDERS, WHIGH MAY NOT OCCUR,
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OUR PENDING ACQUISITIONS AND SALES OF SENIOR LIVINGOMMUNITIES AND MOBS, AND CERTAIN RELATEL
MANAGEMENT ARRANGEMENTS, ARE CONTINGENT UPON VARIOB CONDITIONS, INCLUDING IN SOME CASES,
COMPLETION OF DILIGENCE AND / OR REGULATORY, LENDE®R OTHER THIRD PARTY APPROVALS.
ACCORDINGLY, SOME OR ALL OF THESE PURCHASES AND SEIS, AND ANY RELATED MANAGEMENT
ARRANGEMENTS, MAY BE DELAYED OR MAY NOT OCCUR,

* THIS QUARTERLY REPORT ON FORM 10-Q STATES THAT WEANE TWO PROPERTIES CLASSIFIED AS HELD FOR
SALE. WE MAY NOT BE ABLE TO SELL THESE PROPERTIESN TERMS ACCEPTABLE TO US OR OTHERWISE,

*  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 OURCURRENT RATE OF DISTRIBUTIONS AND FUTURE
DISTRIBUTIONS MAY BE SUSPENDED OR PAID AT A LESSERATE THAN THE DISTRIBUTIONS WE NOW PAY,

* OURABILITY TO GROW OUR BUSINESS AND INCREASE OURIBTRIBUTIONS DEPENDS IN LARGE PART UPON
OUR ABILITY TO BUY PROPERTIES AND ARRANGE FOR THEIRROFITABLE OPERATION OR LEASE THEM FOR
RENTS WHICH SUFFICIENTLY EXCEED OUR CAPITAL COSTSNVE MAY BE UNABLE TO IDENTIFY PROPERTIES
THAT WE WANT TO ACQUIRE OR TO NEGOTIATE ACCEPTABLPURCHASE PRICES, ACQUISITION FINANCING,
MANAGEMENT CONTRACTS OR LEASE TERMS FOR NEW PROPEIES,

* SOME OF OUR TENANTS MAY NOT RENEW EXPIRING LEASEBND 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 DE®G\E,

* THIS QUARTERLY REPORT STATES THAT WE HAVE PROPERTNSURANCE PURSUANT TO A PROGRAM
ARRANGED BY AIC THAT WE EXPECT TO RENEW, AS IT MAYBE MODIFIED, IN JUNE 2012. IN FACT, WE MAY NOT
RENEW THIS INSURANCE PROGRAM, OR IF WE DO, THE TERMINCLUDING COSTS TO US, MAY CHANGE
SIGNIFICANTLY, AND, AS A RESULT, WE MAY INCUR INCREASED COSTS TO OBTAIN INSURANCE OR THE
COVERAGE UNDER ANY SUCH RENEWED OR NEW PROGRAM ORPBICY MAY BE REDUCED FROM CURRENT
LEVELS, AND

* THIS QUARTERLY REPORT ON FORM 10-Q STATES THAT WHEEBIEVE 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 OPERATING ANOGROWING OUR BUSINESS. IN FACT, THE
ADVANTAGES WE BELIEVE WE MAY REALIZE FROM THESE REATIONSHIPS MAY NOT MATERIALIZE.

THESE RESULTS COULD OCCUR DUE TO MANY DIFFERENT GIRIMSTANCES, SOME OF WHICH ARE BEYOND
OUR CONTROL, SUCH AS CHANGED MEDICARE AND MEDICAIRATES, NEW LEGISLATION AFFECTING OUR BUSINESS
OR THE BUSINESSES OF OUR TENANTS, NATURAL DISASTERIR CHANGES IN OUR TENANTS’ REVENUES OR COSTS, OR
CHANGES IN CAPITAL MARKETS OR THE ECONOMY GENERALLY
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THE INFORMATION CONTAINED ELSEWHERE IN THIS QUARTERY REPORT ON FORM 10-Q OR IN OUR ANNUAL
REPORT, INCLUDING UNDER THE CAPTION “RISK FACTORSOR INCORPORATED THEREIN IDENTIFIES OTHER
IMPORTANT FACTORS THAT COULD CAUSE DIFFERENCES FRODUR FORWARD LOOKING STATEMENTS. OUR FILINGS
WITH THE SEC ARE AVAILABLE ON ITS WEBSITE AT WWW.SE.GOV.

YOU SHOULD NOT PLACE UNDUE RELIANCE UPON OUR FORWARLOOKING STATEMENTS.

EXCEPT AS REQUIRED BY LAW, WE DO NOT INTEND TO UPDA= OR CHANGE ANY FORWARD LOOKING
STATEMENTS AS A RESULT OF NEW INFORMATION, FUTUREMENTS OR OTHERWISE.

STATEMENT CONCERNING LIMITED LIABILITY

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

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

Item 2. Unregistered Sales of Equity Securitiesnd Use of Proceeds.

As further described in our Annual Report, RMR pdas management services to us. Under the termgrdfusiness management
agreement with RMR, on March 29, 2012, we issued&bcommon shares to RMR in payment of an incerfée for services rendered by
RMR during 2011. We issued these shares pursuamt éxemption from registration contained in Sec#¢?) of the Securities Act.

Item 6. Exhibits.

3.1 Composite Copy of Amended and Restated Declarafidmust, dated September 20, 1999, as amendeat¢o d
(Incorporated by reference to the Com(’s Quarterly Report on Form -Q for the quarter ended June 30, 20

3.2 Articles Supplementary dated May 11, 2000. (Incoaped by reference to the Company’s Quarterly RepofForm 10-
Q for the quarter ended March 31, 20(

3.3 Articles Supplementary dated March 10, 2004. (Ipocated by reference to the Company’s Registr&tatement on
Form ¢-A dated March 18, 2004

3.4 Certificate of Correction dated March 29, 2004c@rporated by reference to the Company’s Quarteeyort on
Form 1(-Q for the quarter ended March 31, 20(

3.5 Amended and Restated Bylaws of the Company, addfgbcuary 14, 2012. (Incorporated by referencéeo t
Compan’s Annual Report on Form -K for the year ended December 31, 20:

4.1 Form of Common Share Certificate. (Incorporatedddgrence to the Company’s Quarterly Report on FborQ for the
quarter ended June 30, 20C

4.2 Indenture, dated as of December 20, 2001, betwee@Gdmpany and State Street Bank and Trust Company.
(Incorporated by reference to the Com(’'s Registration Statement on Fori-3, File No. 33-76588.)

4.3 Supplemental Indenture No. 1, dated as of Dece2ye2001, between the Company and State Street &mhRrust
Company, relating to 8 s Senior Notes due 2012, including form thereafc¢rporated by reference to the
Compan’s Current Report on Forn-K dated February 13, 200:

4.4 Supplemental Indenture No. 2, dated as of Dece2he2001, between the Company and State Street &mhRrust
Company, relating to 8 s Senior Notes due 2012. (Incorporated by referémtiee Company’s Current Report on
Form &K dated February 13, 200:

4.5 Supplemental Indenture No. 4, dated as of Aprd®,0, between the Company and U.S. Bank Nationsdbéiation,
relating to 6.75% Senior Notes due 2020, includorgn thereof. (Incorporated by reference to the @any’s Quarterly
Report on Form 1-Q for the quarter ended March 31, 20:

4.6 Supplemental Indenture No. 5, dated as of Januirg2dll, between the Company and U.S. Bank Natidssbciation,
related to 4.30% Senior Notes due 2016, includanmnfthereof. (Incorporated by reference to the Camy{s Annual
Report on Form 1-K for the year ended December 31, 20:

41




4.7

4.8

4.9

10.1

12.1

311

31.2

31.3

314

32.1

1011

Supplemental Indenture No. 6, dated as of Dece®k2d11, between the Company and U.S. Bank National
Association, related to 6.75% Senior Notes due 2b021luding form thereof. (Incorporated by referero the
Compan’s Annual Report on Form -K for the year ended December 31, 20:

Rights Agreement, dated as of March 10, 2004, betviiee Company and EquiServe Trust Company, N.A.
(Incorporated by reference to the Comg’s Current Report on Forn-K dated March 10, 2004

Appointment of Successor Rights Agent, dated d3emfember 13, 2004, between the Company and WealipRank,
National Association. (Incorporated by referencéhednCompan’s Current Report on Form 8-K dated December 13,
2004.)

Representative form of Indemnification Agreem«(Filed herewith)

Computation of Ratio of Earnings to Fixed Char(Filed herewith)

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 Certificatior(Furnished herewith

The following materials from the Company’s QuagdRleport on Form 10-Q for the quarter ended Marh?®12
formatted in XBRL (eXtensible Business Reportingigaage): (i) the Condensed Consolidated BalancetSh@) the
Condensed Consolidated Statements of Income ang@bensive Income, (iii) the Condensed Consolid&tatement
of Cash Flows, and (iv) related notes to thesenfire statements, tagged as blocks of text anefaild(Furnished

herewith)
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréiport to be signed on its
behalf by the undersigned, thereunto duly authdrize

SENIOR HOUSING PROPERTIES TRUS

By: /s/ David J. Hegart

David J. Hegart

President and Chief Operating Offic
Dated: May 1, 201

By: /s/ Richard A. Doyle

Richard A. Doyle
Treasurer and Chief Financial Offic

(principal financial and accounting office
Dated: May 1, 201
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Exhibit 10.1

INDEMNIFICATION AGREEMENT

THIS INDEMNIFICATION AGREEMENT (this “Agreement”)d made and entered March 10, 2004 (the “EffectiateD), by and
between Senior Housing Properties Trust, a Marytaatiestate investment trust (the “Company”), Basid J. Hegarty (“Indemnitee”).

WHEREAS Indemnitee currently serves as an offiéeghe Company and may, in connection therewithsidgected to claims, suits
or proceedings arising from such service; and

WHEREAS, as an inducement to Indemnitee to conttauserve as such officer, the Company has ageesdiemnify and to
advance expenses and costs incurred by Indemnita@nection with any such claims, suits or prooegs] to the fullest extent permitted by
law as hereinafter provided; and

NOW, THEREFORE, in consideration of the premises tie covenants contained herein, the Companyratehinitee do hereby
covenant and agree as follows:

Section 1. DefinitionsFor purposes of this Agreement:

(@) “Change in Control” means a changeantrol of the Company occurring after the EffeetDate of a nature that would be
required to be reported in response to Item 6(&§abiedule 14A of Regulation 14A (or in responsartg similar item on any similar
schedule or form) promulgated under the Securiieshange Act of 1934, as amended (the “Act”), whethr not the Company is then
subject to such reporting requirement; providedydacer, that, without limitation, such a Change on@ol shall be deemed to have occurred
if after the Effective Date (i) any “person” (aschuerm is used in Sections 13(d) and 14(d) ot is or becomes the “beneficial
owner” (as defined in Rule 138lunder the Act), directly or indirectly, of sedies of the Company representing 10% or more ottmbinel
voting power in the election of trustees of the @amy’s then outstanding securities without the patigproval of at least two-thirds of the
members of the Board of Trustees in office immesdyaprior to such person attaining such percentaigeest; (ii) there occurs a proxy
contest, or the Company is a party to a mergersalatation, sale of assets, plan of liquidatiorotirer reorganization not approved by at least
two-thirds of the members of the Board of Trusties in office, as a consequence of which membfaiteedBoard of Trustees in office
immediately prior to such transaction or event titute less than a majority of the Board of Trustdeereafter; or (iii) during any period of
two consecutive years, other than as a result efvant described in clause (a)(ii) of this Secfignndividuals who at the beginning of such
period constituted the Board of Trustees (includionghis purpose any new trustee whose electiamanination for election by the
Company’s shareholders was approved by a votelefat two-thirds of the trustees then still inc#fwho were trustees at the beginning of
such period) cease for any reason to constituemat a majority of the Board of Trustees.

(b) “Corporate Status” means the stafusmerson who is or was a director, trustee, effar agent of the Company.

(c) “Disinterested Trusteaieans a trustee of the Company who is not and oiaa party to the Proceeding in respect of w
indemnification is sought by Indemnitee.




(d) “Expenses” means all expenses, inotydout not limited to, all reasonable attornefgss, retainers, court costs, transcript
costs, fees of experts, witness fees, travel exggemkiplicating costs, printing and binding costiephone charges, postage, delivery service
fees, and all other disbursements or expense®dfties customarily incurred in connection withgarcuting, defending, preparing to
prosecute or defend, investigating, or being oparag to be a witness in a Proceeding.

(e) “Independent Counsel” means a lam fior a member of a law firm, that is retained bgdmnitee and is not serving as
counsel to the Company.

® “Proceeding” means any threaten&shding or completed action, suit, arbitration, rléte dispute resolution mechanism,
investigation, administrative hearing or any otheceeding, whether civil, criminal, administratimeinvestigative (including on appeal),
except one initiated by an Indemnitee pursuaneii&n 9.

Section 2. Indemnificatierseneral The Company shall indemnify, and advance Expetisdndemnitee (a) as provided
in this Agreement and (b) otherwise to the fulkedent permitted by Maryland law in effect on ttetedhereof and as amended from time to
time; provided, however, that no change in Maryland law shall have theafbf reducing the benefits available to Indenehiereunder
based on Maryland law as in effect on the datedfer€he rights of Indemnitee provided in this $&tt2 shall include, without limitation, th
rights set forth in the other sections of this Agrent, including any additional indemnification métted by Section 2+18(g) of the Marylan
General Corporation Law (“MGCL"), as applicableadaryland real estate investment trust by virthi8extion 8-301(15) of the Maryland
REIT Law.

Section 3. Proceedings Other Tharé®dings by or in the Right of the Companihdemnitee shall be entitled to the rights
of indemnification provided in this Sectionf3by reason of his Corporate Status, he is, thisatened to be, made a party to any threatened,
pending, or completed Proceeding, other than aderding by or in the right of the Company. Purstarhis_Section 3 Indemnitee shall be
indemnified against all judgments, penalties, fiard amounts paid in settlement and all Expensesned by him or on his behalf in
connection with a Proceeding by reason of Indematst€orporate Status unless it is established(thtite act or omission of Indemnitee was
material to the matter giving rise to the Procegdind (a) was committed in bad faith or (b) wasrésailt of active and deliberate dishonesty,
(i) Indemnitee actually received an improper pagddenefit in money, property or services, o) {iithe case of any criminal Proceeding,
Indemnitee had reasonable cause to believe thabhiduct was unlawful.

Section 4. Proceedings by or in tighRof the Company Indemnitee shall be entitled to the rights afemnification
provided in this Section #, by reason of his Corporate Status, he is, tihrigatened to be, made a party to any threat@esdiing or
completed Proceeding brought by or in the righthef Company to procure a judgment in its favorrsBant to this Section dndemnitee
shall be indemnified against all amounts paid itlesment and all Expenses incurred by him or orbleisalf in connection with such
Proceeding unless it is established that (i) the@aomission of Indemnitee was material to theteragiving rise to such a Proceeding and
(a) was committed in bad faith or (b) was the restiictive and deliberate dishonesty or
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(i) Indemnitee actually received an improper peeddoenefit in money, property or services.

Section 5. Indemnification for Expeasf a Party Who is Partly SuccessfulVithout limitation on Section 8nd Section 4
if Indemnitee is not wholly successful in any Predieg covered by this Agreement, but is successfuthe merits or otherwise, as to one or
more but less than all claims, issues or mattessiah Proceeding, the Company shall indemnify Indera under this Sectionfér all
Expenses incurred by him or on his behalf in cotioeavith each successfully resolved claim, issumatter, allocated on a reasonable and
proportionate basis. For purposes of this Se@imhwithout limitation, the termination of any cfaiissue or matter in such a Proceeding by
dismissal, with or without prejudice, shall be deehto be a successful result as to such claime issmatter.

Section 6. Advance of ExpenséBhe Company shall advance all Expenses incloyeat on behalf of Indemnitee in
connection with any Proceeding to which Indemnisger is threatened to be, made a party or a g&naithin ten days after the receipt by
the Company of a statement or statements from Indemrequesting such advance or advances fromttirtiee, whether prior to or after
final disposition of such Proceeding. Such statgtoe statements shall reasonably evidence therisgseincurred by Indemnitee and shall
include or be preceded or accompanied by a writrmation by Indemnitee of Indemnitee’s good liditelief that the standard of conduct
necessary for indemnification by the Company abai#ed by law and by this Agreement has been meawritten undertaking by or on
behalf of Indemnitee, in substantially the fornaaktted hereto as Exhibit @t in such form as may be required under applicktvieas in effec
at the time of the execution thereof, to reimbuhgeportion of any Expenses advanced to Indemnéle¢ing to claims, issues or matters in
Proceeding as to which it shall ultimately be eli$hbd that the standard of conduct has not bedrmntewhich have not been successfully
resolved as described in Section %0 the extent that Expenses advanced to Indemdib not relate to a specific claim, issue or enartt the
Proceeding, such Expenses shall be allocated easmmable and proportionate basis. The underta&ingred by this Section$hall be an
unlimited general obligation by or on behalf of émahitee and shall be accepted without referentediemnitee’s financial ability to repay
such advanced Expenses and without any requiretm@uaist security therefor.

Section 7. Procedure for Determimatd Entitlement to Indemnification

€)) To obtain indemnification under thigreement, Indemnitee shall submit to the Compawyitéen request, including such
documentation and information as is reasonablyl@vai to Indemnitee and is reasonably necessatgtermine whether and to what extent
Indemnitee is entitled to indemnification. The &tary of the Company shall, promptly upon receipguch a request for indemnification,
advise the Board of Trustees in writing that Indéeenhas requested indemnification.

(b) Upon written request by Indemniteeifmemnification pursuant to the first sentenc&ettion 7(a)hereof, a
determination, if required by applicable law, wispect to Indemnitee’s entitlement thereto shalhptly be made in the specific case: (i) if
a Change in Control shall have occurred, by IndépenCounsel in a written opinion to the Board oiskees, a copy of
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which shall be delivered to Indemnitee; or (iipifChange of Control shall not have occurred oftéraa Change of Control Indemnitee sha
request, (A) by the Board of Trustees (or a dulhatized committee thereof) by a majority vote afieorum consisting of Disinterested
Trustees (as herein defined), or (B) if a quorurthefBoard of Trustees consisting of DisintereJtadstees is not obtainable or, even if
obtainable, such quorum of Disinterested Trusteatirects, by Independent Counsel in a written ipio the Board of Trustees, a copy of
which shall be delivered to Indemnitee, or (C)afdirected by a majority of the members of the BlazErTrustees, by the shareholders of the
Company; and, if it is so determined that Indermmigeentitled to indemnification, payment to Indétea shall be made within ten days after
such determination. Indemnitee shall cooperath thi¢ person, persons or entity making such detetion with respect to Indemnitee’s
entitlement to indemnification, including providitg such person, persons or entity upon reasoravance request any documentation or
information which is not privileged or otherwiseofgcted from disclosure and which is reasonablyla@e to Indemnitee and reasonably
necessary to such determination. Any Expensesrigtiy Indemnitee in so cooperating with the pergersons or entity making such
determination shall be borne by the Company (ieetpe of the determination as to Indemnitee’stkamtient to indemnification) and the
Company shall indemnify and hold Indemnitee harstasrefrom.

Section 8. Presumptions and Effecteftain Proceedings

@) In making a determination with reggecentitiement to indemnification hereunder, pfeeson or persons or entity making
such determination shall presume that Indemniteatisled to indemnification under this Agreemdnhdemnitee has submitted a request for
indemnification in accordance with Section 7@)this Agreement, and the Company shall havédthrden of proof to overcome that
presumption in connection with the making of antedmination contrary to that presumption.

(b) The termination of any Proceedingumgment, order, settlement, conviction, a pleaald contenderer its equivalent, or
an entry of an order of probation prior to judgmelttes not create a presumption that Indemniteedtidgneet the requisite standard of
conduct described herein for indemnification.

Section 9. Remedies of Indemnitee

€)) If (i) a determination is made pursiu® Section that Indemnitee is not entitled to indemnificatiomder this Agreement,
(if) advance of Expenses is not timely made purst@Bection § (iii) no determination of entitlement to indemioétion shall have been
made pursuant to Section 7(l)ithin 30 days after receipt by the Company ofrdmguest for indemnification, (iv) payment of indaification
is not made pursuant to SectiowBhin ten days after receipt by the Company ofréten request therefor, or (v) payment of indencaifion
is not made within ten days after a determinatias heen made that Indemnitee is entitled to indiécation, Indemnitee shall be entitled to
an adjudication in an appropriate court of theeStdtMaryland, or in any other court of competemisdiction, of his entitlement to such
indemnification or advance of Expenses. Alterraljivindemnitee, at his option, may seek an awauatbitration to be conducted by a single
arbitrator pursuant to the commercial Arbitrationlés of the




American Arbitration Association. Indemnitee slk@mmence such proceeding seeking an adjudicatian award in arbitration within 180
days following the date on which Indemnitee firasthe right to commence such proceeding pursaoahist Section 9(a) provided,
however, that the foregoing clause shall not apply in eespf a proceeding brought by Indemnitee to emfdris rights under Section.5

(b) In any judicial proceeding or arbitom commenced pursuant to this Sectigrtl®e Company shall have the burden of
proving that Indemnitee is not entitled to inderiwafion or advance of Expenses, as the case may be.

(c) If a determination shall have beerdenpursuant to Section 7(ibhat Indemnitee is entitled to indemnificatiorg th
Company shall be bound by such determination injagigial proceeding or arbitration commenced parguo this Section 9absent a
misstatement by Indemnitee of a material fact,;oomission of a material fact necessary to makernmitee’s statement not materially
misleading, in connection with the request for imdéication.

(d) In the event that Indemnitee, pursuarthis Section 9 seeks a judicial adjudication of or an awardrbiteation to enforce
his rights under, or to recover damages for bredicthis Agreement, Indemnitee shall be entitledeiwover from the Company, and shall be
indemnified by the Company for, any and all Expenigeurred by him in such judicial adjudicationasbitration. If it shall be determined in
such judicial adjudication or arbitration that Indgtee is entitled to receive part but not alllué tndemnification or advance of Expenses
sought, the Expenses incurred by Indemnitee in @ction with such judicial adjudication or arbitatishall be appropriately prorated.

Section 10. Defense of the Underlyingdéeding

€)) Indemnitee shall notify the Compangrpptly upon being served with or receiving any swns, citation, subpoena,
complaint, indictment, information, notice, requesbther document relating to any Proceeding whiely result in the right to
indemnification or the advance of Expenses hereqmdevided, however, that the failure to give any such notice shatldisqualify
Indemnitee from the right, or otherwise affect nyananner any right of Indemnitee, to indemnifioator the advance of Expenses under this
Agreement unless the Company’s ability to defenskich Proceeding or to obtain proceeds under ayance policy is materially and
adversely prejudiced thereby, and then only tcettient the Company is thereby actually so prejutlice

(b) Subject to the provisions of the stitence of this Section 10(bnd of Section 10(cpelow, the Company shall have the
right to defend Indemnitee in any Proceeding wiay give rise to indemnification hereunder; prodidgbdowever, that the Company shall
notify Indemnitee of any such decision to defenthimi 15 calendar days following receipt of notideany such Proceeding under Section 10
(@) above. The Company shall not, without the priatten consent of Indemnitee, which shall not besasonably withheld or delayed,
consent to the entry of any judgment against Indaror enter into any settlement or compromisectvii) includes an admission of fault of
Indemnitee or (ii) does not include, as an uncaéowi@ term thereof, the full release of Indemnifiean all liability in respect of such
Proceeding, which release shall be in form andtanbe reasonably satisfactory to
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Indemnitee. This Section 10(tshall not apply to a Proceeding brought by Indéeenunder Section &ove or Section 14

(c) Notwithstanding the provisions_of S@c 10(b), if in a Proceeding to which Indemnitee is a pantyreason of
Indemnitee’s Corporate Status, (i) Indemnitee reably concludes, based upon an opinion of counm@baed by the Company, which
approval shall not be unreasonably withheld, tleatfay have separate defenses or counterclaimsea asth respect to any issue which r
not be consistent with other defendants in suclkd&aing, (ii) Indemnitee reasonably concludes, dapen an opinion of counsel approved
by the Company, which approval shall not be unreabkly withheld, that an actual or apparent contlicinterest or potential conflict of
interest exists between Indemnitee and the Compar(jij) the Company fails to assume the deferfssuch Proceeding in a timely manner,
Indemnitee shall be entitled to be representecepgrate legal counsel of Indemnitee’s choice, stibgethe prior approval of the Company,
which shall not be unreasonably withheld, at theesse of the Company. In addition, if the Compfailg to comply with any of its
obligations under this Agreement or in the eveat the Company or any other person takes any afttideclare this Agreement void or
unenforceable, or institutes any Proceeding to deng recover from Indemnitee the benefits intehttebe provided to Indemnitee
hereunder, Indemnitee shall have the right to metaiuinsel of Indemnitee’s choice, subject to ther@pproval of the Company, which shall
not be unreasonably withheld, at the expense o€tirapany (subject to Section 9{d}o represent Indemnitee in connection with amghs
matter.

Section 11. NeBxclusivity; Survival of Rights

(@) The rights of indemnification and adee of Expenses as provided by this Agreemenitisbiebe deemed exclusive of any
other rights to which Indemnitee may at any timesbgtled under applicable law, the Declarationist or Bylaws of the Company, any
agreement or a resolution of the shareholderdexhtid vote generally in the election of trusteesfdhe Board of Trustees, or otherwise. No
amendment, alteration or repeal of this Agreemewnf any provision hereof shall limit or restriatyaright of Indemnitee under this
Agreement in respect of any action taken or omittgduch Indemnitee in his Corporate Status paauch amendment, alteration or repeal.

(b) In the event of any payment undes thgreement, the Company shall be subrogated textemt of such payment to all of
the rights of recovery of Indemnitee, who shall@xe all papers required and take all action nergds secure such rights, including
execution of such documents as are necessary lxteetiie Company to bring suit to enforce such gght

(c) The Company shall not be liable urtties Agreement to make any payment of amountsraibe indemnifiable hereunder
if and to the extent that Indemnitee has othenattaally received such payment under any insurpnliey, contract, agreement or otherw

Section 12. Duration of Agreement; BimgEffect.

€)) This Agreement shall continue untitldaerminate ten years after the date that Inderarshall have ceased to serve as a
director, trustee, officer, employee, or agenthef Company or of any other corporation, partnerghipt venture, trust,
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employee benefit plan or other enterprise whicleimditee served at the request of the Company; eiedyihowever, that the rights of
Indemnitee hereunder shall continue until the fteamination of any Proceeding then pending ineespf which Indemnitee is granted rig
of indemnification or advance of Expenses hereuaddrof any proceeding commenced by Indemniteaupntso_Section ®elating thereto.

(b) The indemnification and advance opé&xses provided by, or granted pursuant to, thireément shall be binding upon
be enforceable by the parties hereto and theiertsfe successors and assigns (including any diréadirect successor by purchase, merger,
consolidation or otherwise to all or substantiallyof the business or assets of the Company)| sbatinue as to an Indemnitee who has
ceased to be a director, trustee, officer, emplayement of the Company or of any other corpomatpartnership, joint venture, trust,
employee benefit plan or other enterprise whicthquerson is or was serving at the written requeteoCompany, and shall inure to the
benefit of Indemnitee and his or her spouse, asshugirs, devisees, executors and administratatetner legal representatives.

(c) The Company shall require and causesaccessor (whether direct or indirect by purehagerger, consolidation or
otherwise) to all, substantially all or a substalnpiart, of the business and/or assets of the Coygy written agreement in form and
substance satisfactory to Indemnitee, expressigsome and agree to perform this Agreement indime snanner and to the same extent that
the Company would be required to perform if no ssietcession had taken place.

Section 13. Severabilityif any provision or provisions of this Agreemeahtall be held to be invalid, illegal or unenforiclea
for any reason whatsoever: (a) the validity, legaind enforceability of the remaining provisiorigtos Agreement (including, without
limitation, each portion of any section of this &gment containing any such provision held to balidvillegal or unenforceable that is not
itself invalid, illegal or unenforceable) shall rintany way be affected or impaired thereby; anddhhe fullest extent possible, the provisi
of this Agreement (including, without limitationaeh portion of any section of this Agreement canitaj any such provision held to be
invalid, illegal or unenforceable, that is not Ifsevalid, illegal or unenforceable) shall be ctmgd so as to give effect to the intent
manifested thereby.

Section 14. Limitation and ExceptiorRight of Indemnification or Advance of Expenseblotwithstanding any other
provision of this Agreement, (a) any indemnificatior advance of Expenses to which Indemnitee isratise entitled under the terms of this
Agreement shall be made only to the extent suchnmdfication or advance of Expenses does not ainflith applicable Maryland law and
(b) Indemnitee shall not be entitled to indemntfica or advance of Expenses under this Agreemetht igspect to any Proceeding brough
Indemnitee, unless (i) the Proceeding is brouglenforce indemnification under this Agreement drestvise or (ii) the Company’s Bylaws,
as amended, the Declaration of Trust, a resolutfdhe shareholders entitled to vote generalhhaelection of trustees or of the Board of
Trustees or an agreement approved by the Boardustdes to which the Company is a party expresslyige otherwise.
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Section 15. Counterpart§ his Agreement may be executed in one or movateoparts, each of which shall for all purposes
be deemed to be an original but all of which togeshall constitute one and the same Agreemené s0ch counterpart signed by the party
against whom enforceability is sought shall beisidgifit to evidence the existence of this Agreement.

Section 16. HeadingsThe headings of the paragraphs of this Agreemeninserted for convenience only and shall not be
deemed to constitute part of this Agreement offfeecaithe construction thereof.

Section 17. Modification and WaiveNo supplement, modification or amendment of fxgseement shall be binding unless
executed in writing by both of the parties herelm waiver of any of the provisions of this Agrearhshall be deemed or shall constitute a
waiver of any other provisions hereof (whether ot similar) nor shall such waiver constitute a aauing waiver.

Section 18. NoticesAny notice, report or other communication regdior permitted to be given hereunder shall be in
writing unless some other method of giving suchaegtreport or other communication is acceptedigyparty to whom it is given, and shall
be given by being delivered at the following addessto the parties hereto:

@) If to Indemnitee, to: The addredsfegh on the signature page hereto.
(b) If to the Company to:

Senior Housing Properties Trust

400 Centre Street

Newton, Massachusetts 02458

Attn: Secretary

or to such other address as may have been furnisHademnitee by the Company or to the Companindgmnitee, as the case may be.

Section 19. Governing LawThe parties agree that this Agreement shalldvemgped by, and construed and enforced in
accordance with, the laws of the State of Marylawithout regard to its conflicts of laws rules.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the parties hereto have exeatthies Agreement on the day and year first abovttemr

ATTEST:

/s/ Jennifer B. Clark

WITNESS:

/s/ Judith A. Stapleto

SENIOR HOUSING PROPERTIES TRUS

By: /s/ John R. Hoadley

Name: John R. Hoadle
Title: Treasurer and Chief Financial Offic

INDEMNITEE

/s/ David J. Hegart

Name: David J. Hegar!
Address: [address omitte

(SEAL)




EXHIBIT A
FORM OF UNDERTAKING TO REPAY EXPENSES ADVANCED
The Board of Trustees of Senior Housing Propeffirest
Re: Undertaking to Repay Expenses Advanced
Ladies and Gentlemen:

This undertaking is being provided pursuant to teatain Indemnification Agreement dated , 200 , by and between Senior
Housing Properties Trust (the “Company”) and thdarsigned Indemnitee (the “Indemnification Agreetf)empursuant to which | am entitl
to advance of expenses in connection \liitbscription of Proceeding](the “Proceeding”).

Terms used herein and not otherwise defined shat the meanings specified in the Indemnificatigne®ment.

| am subject to the Proceeding by reason of my @atp Status or by reason of alleged actions ossionis by me in such capacity. | hereby
affirm that at all times, insofar as | was involhas]a trustee] [an officer] of the Company, in any of the facts or events gjvise to the
Proceeding, | (1) acted in good faith and honeg#lydid not receive any improper personal benefihoney, property or services and (3) in
the case of any criminal proceeding, had no reddercause to believe that any act or omission byvae unlawful.

In consideration of the advance of expenses by thmpany for reasonable attorney’s fees and retpdnses incurred by me in connection
with the Proceeding (the “Advanced Expenses”),rebg agree that if, in connection with the Procegdit is established that (1) an act or
omission by me was material to the matter giviisg to the Proceeding and (a) was committed in &gl dr (b) was the result of active and
deliberate dishonesty or (2) | actually receivednaproper personal benefit in money, property avises or (3) in the case of any criminal
proceeding, | had reasonable cause to believettbaict or omission was unlawful, then | shall pptlsnreimburse the portion of the
Advanced Expenses relating to the claims, issuesadters in the Proceeding as to which the foregéindings have been established and
which have not been successfully resolved as de=tin_Section 5f the Indemnification Agreement. To the exterattAdvanced Expenses
do not relate to a specific claim, issue or matiehe Proceeding, | agree that such Expenseslishalllocated on a reasonable and
proportionate basis.

IN WITNESS WHEREOF, | have executed this Affirmatiand Undertaking on this day of , 200

WITNESS:

(SEAL)




Schedule to Exhibit 10.1

The following current and former trustees and ekigeofficers are parties to Indemnification Agreams with the Company which
are substantially identical in all material resgectthe representative Indemnification Agreemied fherewith and are dated as of the
respective dates listed below. The other Inderatifon Agreements are omitted pursuant to Insioanc®i to Item 601 of Regulation S-K.

Name of Signhatory Date

David J. Hegart March 10, 200
Richard A. Doyle February 27, 200
Frank J. Baile) March 10, 200
John L. Harringtor March 10, 200
Adam D. Portnoy May 30, 2007
Barry M. Portnoy March 10, 200
Jeffrey P. Somer January 30, 200
Frederick N. Zeytoonjia March 10, 200

Vern D. Larkin March 8, 201:




Exhibit 12.1

Senior Housing Properties Trust
Computation of Ratios of Earnings to Fixed Charges
(dollars in thousands)

Three Months Ended

March 31, Year Ended December 31
2012 2011 2011 2010 2009 2008 2007
Earnings:
Net income $ 32,35 $ 31,77t $ 15141¢ $ 116,48 $ 109,71' $ 106,51. $ 85,30:

Fixed charge 28,88¢ 22,74¢ 98,26: 80,01; 56,40 40,15« 37,75t
Adjusted earning 61,24 $ 54527 $ 249,68 $ 196,50. $ 166,11¢ $ 146,66! $ 123,05t

&

Fixed charges
Interest expens $ 2888 $ 22,74¢ $ 9826: $ 80017 $ 5640¢ $ 40,15« $  37,75¢
Ratio of earnings to fixed
charges 2.1x 2.4x 2.5x 2.5x 2.9x 3.7 3.3x




Exhibit 31.1

CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-(&) AND 15d-14(a)

[, Barry M. Portnoy, certify that:

1. | have reviewed this Quarterly Report on Form 16f@enior Housing Properties Trust;

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsitéde a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to tl
period covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, angdtfie periods presented in this
report;

4. The registrant’s other certifying officer(s) andrke responsible for establishing and maintainisgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Hd)) and internal control over financial repogti(as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isifige 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 readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registsdtsclosure controls and procedures and preséntbds report our conclusiol
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehlis report based on
such evaluation; and

d) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ameport) that has materially
affected, or is reasonably likely to materiallyesff, the registrant’s internal control over finaieeporting; and

5. The registrant’s other certifying officer(s) anddve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s auditors and theitatcmmmittee of the registrant’s board of direct(@spersons performing the
equivalent functions):

a) All significant deficiencies and material weaknesiethe design or operation of internal contratiofimancial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the
registrant’s internal control over financial repogt

Date: May 1, 2012 /sl Barry M. Portnoy

Barry M. Portnoy
Managing Truste




Exhibit 31.2

CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-(&) AND 15d-14(a)

I, Adam D. Portnoy, certify that:

1. | have reviewed this Quarterly Report on Form 16f@enior Housing Properties Trust;

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsitéde a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to tl
period covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, angdtfie periods presented in this
report;

4. The registrant’s other certifying officer(s) andrke responsible for establishing and maintainisgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Hd)) and internal control over financial repogti(as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isifige 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 readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registsdtsclosure controls and procedures and preséntbds report our conclusiol
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehlis report based on
such evaluation; and

d) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ameport) that has materially
affected, or is reasonably likely to materiallyesff, the registrant’s internal control over finaieeporting; and

5. The registrant’s other certifying officer(s) anddve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s auditors and theitatcmmmittee of the registrant’s board of direct(@spersons performing the
equivalent functions):

a) All significant deficiencies and material weaknesiethe design or operation of internal contratiofimancial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the
registrant’s internal control over financial repogt

Date: May 1, 2012 /s/ Adam D. Portno

Adam D. Portnoy
Managing Truste




Exhibit 31.3
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-(&) AND 15d-14(a)
I, David J. Hegarty, certify that:
1. | have reviewed this Quarterly Report on Form 16f@enior Housing Properties Trust;

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsitéde a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to tl
period covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, angdtfie periods presented in this
report;

4. The registrant’s other certifying officer(s) andrke responsible for establishing and maintainisgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Hd)) and internal control over financial repogti(as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isifige 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 readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registsdtsclosure controls and procedures and preséntbds report our conclusiol
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehlis report based on
such evaluation; and

d) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an aimeaport) that has materially
affected, or is reasonably likely to materiallyesff, the registrant’s internal control over finaieeporting; and

5. The registrant’s other certifying officer(s) anddve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s auditors and theitatcmmmittee of the registrant’s board of direct(@spersons performing the
equivalent functions):

a) All significant deficiencies and material weaknesiethe design or operation of internal contratiofimancial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the
registrant’s internal control over financial repogt

Date: May 1, 2012 /s/ David J. Hegart
David J. Hegart
President and Chief Operating Offic




Exhibit 31.4
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-(&) AND 15d-14(a)
I, Richard A. Doyle, certify that:
1. | have reviewed this Quarterly Report on Form 16f@enior Housing Properties Trust;

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsitéde a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to tl
period covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, angdtfie periods presented in this
report;

4. The registrant’s other certifying officer(s) andrke responsible for establishing and maintainisgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Hd)) and internal control over financial repogti(as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isifige 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 readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registsdtsclosure controls and procedures and preséntbds report our conclusiol
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehlis report based on
such evaluation; and

d) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ameport) that has materially
affected, or is reasonably likely to materiallyesff, the registrant’s internal control over finaieeporting; and

5. The registrant’s other certifying officer(s) anddve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s auditors and theitatcmmmittee of the registrant’s board of direct(@spersons performing the
equivalent functions):

a) All significant deficiencies and material weaknesiethe design or operation of internal contratiofimancial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the
registrant’s internal control over financial repogt

Date: May 1, 2012 /sl Richard A. Doyl¢
Richard A. Doyle
Treasurer and Chief Financial Offic




Exhibit 32.1
CERTIFICATION PURSUANT TO 18 U.S.C. SEC. 1350

In connection with the filing by Senior Housing Pesties Trust (the “Company”) of the Quarterly Regm Form 10-Q for the
period ended March 31, 2012 (the “Report”), eacthefundersigned hereby certifies, to the besiokihowledge:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; and

2. The information contained in the Report fairly mnets, in all material respects, the financial cbadiand results of operations
of the Company.

/sl Barry M. Portnoy /s/ David J. Hegart

Barry M. Portnoy David J. Hegart

Managing Truste President and Chief Operating Offic
/s/ Adam D. Portno /sl Richard A. Doyl¢

Adam D. Portnoy Richard A. Doyle

Managing Truste Treasurer and Chief Financial Offic

Date: May 1, 201,




