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In this Annual Report on Form 10-K, the terms tB®thpany"”, "SNH", "we", "us" and "our" include Senldousing Properties Trust and its
consolidated subsidiaries, unless the context atdgcotherwise.

WARNING CONCERNING FORWARD LOOKING STATEMENTS

THIS ANNUAL REPORT ON FORM 10-K CONTAINS SITEMENTS THAT 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 SUCHSABELIEVE", "EXPECT", "ANTICIPATE", "INTEND", "PLAN",
"ESTIMATE" OR SIMILAR EXPRESSIONS, WE ARE MAKING FRWARD 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 COMPETE FOR ACQUISITIONS AND TENNCIES EFFECTIVELY,
. OUR ABILITY TO RAISE EQUITY OR DEBT CAPITAL,

. OUR ABILITY TO PAY INTEREST ON AND PRINCIPAL OF OURPERBT,

. OUR ABILITY TO PAY DISTRIBUTIONS TO OUR SHAREHOLDER AND THE AMOUNT OF SUCH
DISTRIBUTIONS,

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

. THE CREDIT QUALITY OF OUR TENANTS,

. OUR POLICIES AND PLANS REGARDING INVESTMENTS ANBINANCINGS,

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

. OUR TAX STATUS AS A REAL ESTATE INVESTMENT TRUST, BREIT,

. OUR BELIEF THAT FIVE STAR QUALITY CARE, INC., OR ME STAR, OUR FORMER SUBSIDIARY, WHICH IS
OUR LARGEST TENANT AND WHICH MANAGES SEVERAL OF OURBENIOR LIVING COMMUNITIES, HAS
ADEQUATE FINANCIAL RESOURCES AND LIQUIDITY TO MEETITS OBLIGATIONS TO US AND TO MANAGE
OUR MANAGED COMMUNITIES SUCCESSFULLY,

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

. OTHER MATTERS.

OUR ACTUAL RESULTS MAY DIFFER MATERIALLY FROM THOSECONTAINED IN OR IMPLIED BY OUR FORWARD
LOOKING STATEMENTS AS A RESULT OF VARIOUS FACTOREACTORS THAT COULD HAVE A MATERIAL ADVERSE
EFFECT ON OUR FORWARD LOOKING STATEMENTS AND UPONUR BUSINESS, RESULTS OF OPERATIONS, FINANCIAL
CONDITION, FUNDS FROM OPERATIONS, OR FFO,
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NORMALIZED FFO, NET OPERATING INCOME, OR NOI, CASHLOWS, LIQUIDITY AND PROSPECTS INCLUDE, BUT ARE NC
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, AS AMENDED BY THE
HEALTHCARE AND EDUCATION RECONCILIATION ACT, OR COLECTIVELY, THE ACA, AND OTHER
RECENTLY ENACTED, ADOPTED OR PROPOSED LEGISLATIONRIREGULATIONS ON US AND ON OUR
TENANTS AND MANAGERS AND THEIR ABILITY TO PAY OUR HENTS AND RETURNS,

. ACTUAL AND POTENTIAL CONFLICTS OF INTEREST WITH OURMANAGING TRUSTEES, FIVE STAR,
COMMONWEALTH REIT, OR CWH, RMR, AIC, D&R YONKERS LC AND THEIR RELATED PERSONS AND
ENTITIES,

. COMPLIANCE WITH, AND CHANGES TO, FEDERAL, STATEBND LOCAL LAWS AND REGULATIONS,
ACCOUNTING RULES, TAX LAWS AND SIMILAR MATTERS,

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

. COMPETITION WITHIN THE HEALTHCARE AND REAL ESTATEINDUSTRIES, AND

. ACTS OF TERRORISM, OUTBREAKS OF SO CALLED PANDEMIC3R OTHER MANMADE OR NATURAL
DISASTERS BEYOND OUR CONTROL.

FOR EXAMPLE:

. FIVE STAR IS OUR LARGEST TENANT AND MANAGES SEVERADF OUR SENIOR LIVING COMMUNITIES AND
FIVE STAR MAY EXPERIENCE FINANCIAL DIFFICULTIES ASA RESULT OF A NUMBER OF FACTORS,
INCLUDING, BUT NOT LIMITED TO:

. CHANGES IN MEDICARE AND MEDICAID PAYMENTS, INCLWDING THOSE THAT MAY RESULT FROM
THE ACA AND OTHER RECENTLY ENACTED OR PROPOSED LEWIATION OR REGULATIONS, WHICH
COULD RESULT IN REDUCED RATES OR A FAILURE OF SUCRIATES TO COVER FIVE STAR'S COSTS,

. CHANGES IN REGULATIONS AFFECTING FIVE STAR'S OPERAONS,

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

. INCREASES IN INSURANCE AND TORT LIABILITY COSTSAND
. INEFFECTIVE INTEGRATION OF NEW ACQUISITIONS,
. IF FIVE STAR'S OPERATIONS BECOME UNPROFITABLEINFE STAR MAY BECOME UNABLE TO PAY OUR

RENTS AND WE MAY NOT RECEIVE OUR EXPECTED RETURN OQUR INVESTED CAPITAL OR ADDITIONAL
AMOUNTS FROM OUR SENIOR LIVING COMMUNITIES THAT ARBMANAGED BY FIVE STAR,

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

. CONTINUED AVAILABILITY OF BORROWINGS UNDER OUR EVOLVING CREDIT FACILITY IS SUBJECT TO
OUR SATISFYING CERTAIN FINANCIAL COVENANTS AND MEETNG OTHER CUSTOMARY CONDITIONS,
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. ACTUAL COSTS UNDER OUR REVOLVING CREDIT FACILITY WIL BE HIGHER THAN LIBOR PLUS A SPREAD
BECAUSE OF OTHER FEES AND EXPENSES ASSOCIATED WITOWR REVOLVING CREDIT FACILITY,

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

. CONTINGENCIES IN OUR ACQUISITION AGREEMENTS AND CERAIN RELATED MANAGEMENT AGREEMENTS
MAY CAUSE OUR FUTURE ACQUISITIONS AND ANY RELATED M\NAGEMENT AGREEMENTS NOT TO OCCUR
OR TO BE DELAYED,

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

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

. OUR ABILITY TO MAKE FUTURE DISTRIBUTIONS DEPEND3JPON A NUMBER OF FACTORS, INCLUDING OUR
FUTURE EARNINGS. WE MAY BE UNABLE TO MAINTAIN OUR WRRENT RATE OF DISTRIBUTIONS AND
FUTURE DISTRIBUTIONS MAY BE SUSPENDED,

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

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

. RENTS THAT WE CAN CHARGE AT OUR PROPERTIES MAY DEQIE BECAUSE OF CHANGING MARKET
CONDITIONS OR OTHERWISE,

. THIS ANNUAL REPORT ON FORM 10-K STATES THAT WE EXRH THAT WE MAY ENTER INTO ADDITIONAL
MANAGEMENT AGREEMENTS WITH FIVE STAR SIMILAR TO THGE CURRENTLY IN EFFECT FOR FIVE STAR
TO MANAGE ADDITIONAL SENIOR LIVING COMMUNITIES WE MAY ACQUIRE IN THE FUTURE. HOWEVER,
THERE CAN BE NO ASSURANCE THAT WE WILL ACQUIRE OTHE COMMUNITIES OR THAT WE AND FIVE
STAR WILL ENTER INTO ANY ADDITIONAL MANAGEMENT AGREEMENTS,

. THIS ANNUAL REPORT ON FORM 10-K STATES THAT SPECIACOMMITTEES OF EACH OF OUR BOARD OF
TRUSTEES AND FIVE STAR'S BOARD OF DIRECTORS COMPQ3EOLELY OF OUR INDEPENDENT TRUSTEES
AND FIVE STAR'S INDEPENDENT DIRECTORS WHO ARE NOTLSO TRUSTEES OR DIRECTORS OF THE OTHER
PARTY AND WHO WERE REPRESENTED BY SEPARATE COUNSREVIEWED AND APPROVED THE TERMS OF
THE INITIAL MANAGEMENT AGREEMENTS AND POOLING AGREBMENT BETWEEN US AND FIVE STAR AND
THAT THE TERMS OF THE SUBSEQUENT MANAGEMENT AGREEME'S AND POOLING AGREEMENTS WERE
APPROVED BY OUR INDEPENDENT TRUSTEES
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AND BOARD OF TRUSTEES AND BY THE INDEPENDENT DIRECRS AND BOARD OF DIRECTORS OF FIVE
STAR. AN IMPLICATION OF THESE STATEMENTS MAY BE THA THESE TERMS ARE AS FAVORABLE TO US A
TERMS WE COULD OBTAIN FOR SIMILAR ARRANGEMENTS FRONMUINRELATED THIRD PARTIES. HOWEVER,
DESPITE THESE PROCEDURAL SAFEGUARDS, WE COULD STIBE SUBJECTED TO CLAIMS CHALLENGING
THESE TRANSACTIONS OR OUR ENTRY INTO THESE TRANSACINS BECAUSE OF THE MULTIPLE
RELATIONSHIPS AMONG US, FIVE STAR AND RMR AND THEIRELATED PERSONS AND ENTITIES, AND
DEFENDING EVEN MERITLESS CLAIMS COULD BE EXPENSIVEND DISTRACTING TO MANAGEMENT,

. THIS ANNUAL REPORT ON FORM 10-K STATES THAT WE HAVENTERED INTO AN AGREEMENT TO ACQUIRE
A MOB. THIS TRANSACTION IS SUBJECT TO VARIOUS TERMAND CONDITIONS TYPICAL OF COMMERCIAL
REAL ESTATE TRANSACTIONS. THESE TERMS AND CONDITICBIMAY NOT BE MET. AS A RESULT, THIS
TRANSACTION MAY NOT OCCUR OR MAY BE DELAYED OR ITSSERMS MAY CHANGE, AND

. THIS ANNUAL REPORT ON FORM 10-K STATES THAT WE BEEVE THAT OUR CONTINUING RELATIONSHIPS
WITH FIVE STAR, CWH, RMR, AIC, D&R YONKERS LLC ANDTHEIR AFFILIATED AND RELATED PERSONS AND
ENTITIES MAY BENEFIT US AND PROVIDE US WITH COMPETIVE ADVANTAGES IN OPERATING AND
GROWING OUR BUSINESS. IN FACT, THE ADVANTAGES WE BIEEVE WE MAY REALIZE FROM THESE
RELATIONSHIPS MAY NOT MATERIALIZE.

THESE RESULTS COULD OCCUR DUE TO MANY DIFRENT CIRCUMSTANCES, SOME OF WHICH ARE BEYOND OUR
CONTROL, SUCH AS CHANGED MEDICARE AND MEDICAID RATE, NEW LEGISLATION AFFECTING OUR BUSINESS OR
THE BUSINESSES OF OUR TENANTS OR MANAGERS, NATURAUSASTERS OR CHANGES IN OUR TENANTS' OR
MANAGERS' REVENUES OR COSTS, CHANGES IN OUR TENANTER MANAGERS' FINANCIAL CONDITIONS OR CHANGES
IN CAPITAL MARKETS OR THE ECONOMY GENERALLY.

THE INFORMATION CONTAINED ELSEWHERE IN THIBNNUAL REPORT ON FORM 10-K OR IN OUR FILINGS WITHHE
SECURITIES AND EXCHANGE COMMISSION, OR SEC, INCLUNG UNDER THE CAPTION "RISK FACTORS", OR
INCORPORATED HEREIN OR THEREIN, IDENTIFIES OTHER RORTANT FACTORS THAT COULD CAUSE DIFFERENCES
FROM OUR FORWARD LOOKING STATEMENTS. OUR FILINGS WH THE SEC ARE AVAILABLE ON THE SEC'S WEBSITE AT
WWW.SEC.GOV.

YOU SHOULD NOT PLACE UNDUE RELIANCE UPON GRUIFORWARD LOOKING STATEMENTS.

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

STATEMENT CONCERNING LIMITED LIABILITY

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

ltem 1. Business.

The Company.

We are a real estate investment trust,lITRthat was organized under the laws of the sibdaryland in 1998. As of December 31,
2012, we owned 392 properties located in 40 seatdsWashington, D.C. On that date, the undepretizdeying value of our properties, net
of impairment losses, was $5.2 billion. Our poitiohcludes: 260 senior living communities with 837 living units / beds and two
rehabilitation hospitals with 364 licensed bedshwein undepreciated carrying value of $3.4 billibBQ properties leased to medical provic
medical related businesses, clinics and bioteabrédbry tenants, or MOBs, with 8.5 million squagetfof space and an undepreciated
carrying value of $1.6 billion; and 10 wellness tega with approximately 812,000 square feet ofrintespace plus outdoor developed
facilities with an undepreciated carrying valueb@B0.0 million.

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

We believe that the aging of the U.S. papah will increase demand for existing independigitig communities, assisted living
communities, nursing homes, rehabilitation hospjt&lOBs, wellness centers and other medical anlthvaae related properties. We plan to
profit from this demand by purchasing additionalgerties and entering into leases and managemezgragnts with qualified tenants and
operators which generate returns to us that exeseedperating and capital costs, including struntuteases that provide or permit for
periodic rental increases.

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

Short and Long Term Residential Care Facilities.

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

Assisted Living Communities.Assisted living communities typically have dmedroom units which include private bathrooms and
efficiency kitchens. Services bundled within onarge usually include three meals per day in a abdining room, daily housekeeping,
laundry, medical reminders and 24 hour availabditgssistance with the activities of daily livimch as dressing and bathing. Professional
nursing and healthcare services are usually avaikithe property on call or at regularly scheduimes. In some of our assisted living
communities, separate parts of the property arecdtsdl to independent living and/or nursing semvice

Nursing Homes. Nursing homes generally provide extensive mgrsind healthcare services similar to those availathospitals,
without the high costs associated with operatimgtérs, emergency rooms or intensive care unitgpi&al purpose built nursing home
includes mostly rooms with one or
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two beds, a separate bathroom and shared dinifigiéac Licensed nursing professionals staff nogshomes 24 hours per day.

Rehabilitation Hospitals. Rehabilitation hospitals, also known as inpdtiehabilitation facilities, or IRFs, provide imsve physical
therapy, occupational therapy and speech languathelpgy services beyond the capabilities custdgnaviailable in nursing homes. Patients
in IRFs generally receive a minimum of three hafreshabilitation services daily. IRFs often alsoyide outpatient services to patients who
do not remain overnight. Our two rehabilitation pitesls have beds available for inpatient serviges@rovide extensive outpatient services
from the hospitals' premises, such as rehabiliteg@rvices for amputees, brain injury, cardio-puilary conditions, orthopedic conditions,
spinal cord injury, stroke and neurorehabilitation.

Properties Leased to Medical Providers, Medicabiel Businesses, Clinics and Biotech Laboratonamen(MOBS).

The MOBs are office or commercial buildiragmstructed for use or operated as medical offiaee for physicians and other health
personnel, and other businesses in medical refieteld, including clinics and laboratory uses. Savheur MOBs are occupied as back office
facilities for healthcare companies, such as hakpénd healthcare insurance companies.

Wellness Centers.

Wellness centers typically have gymnasiwtrength and cardiovascular equipment areas,semu racquet sports facilities, pools, spas
and children's centers. Professional sport trainimdj therapist services are often available. Wefireenters often market themselves as clubs
for which members may pay monthly fees plus addéidees for specific services.

Other Types of Real Estate.

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

Lease Terms.

Our leases of senior living communities argdiness centers are so-called "triple-net" leaggish generally require the tenants to pay
rent, to pay all operating expenses of the propgrtd indemnify us from liability which may aribg reason of our ownership of the
properties, to maintain the leased propertiesait #xpense, to remove and dispose of hazardowssasudes in compliance with applicable |
and to maintain insurance for their own and ourdfierin the event of partial damage, condemnatiotaking, these tenants are required to
rebuild with insurance or other proceeds, if anythie case of total destruction, condemnationlan¢g we receive all insurance or other
proceeds and these tenants are required to payaaitive difference in the amount of proceeds amdhistorical investments in the affected
properties; in the event of material destructioca@mdemnation, some of these tenants have a aghirchase the affected property for
amounts at least equal to our historical investriretiie affected property.

Our leases of MOBs include both triple-eaises, as described above, and some net and edoglitiss leases where we are responsible
to operate and maintain the properties and we ehargants for some or all of the property operatiosts. A small percentage of our MOB
leases are so-called "full-service" leases whereeweive fixed rent from our tenants and no reiraborent for our property operating costs.
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Events of Default. Under our leases, events of default generatijude:

. failure of the tenant to pay rent or any other nyowben due;

. failure of the tenant to provide periodic finandieports when due;

. failure of the tenant to maintain required insuenoverages;

. revocation of any material license necessary fertdéimant's operation of our property; or

. failure of the tenant to perform other terms, cargn or conditions of its lease and the continudinereof for a specified

period after written notice.

Default Remedies. Upon the occurrence of any event of defaultnrmdir leases, we generally may (subject to apgkciaw):

. terminate the affected lease and accelerate thge ren

. terminate the tenant's rights to occupy and usaffieeted property, rent the property to anotheate and recover from the
tenant the difference between the amount of remtiwivould have been due under the lease and theaegived under the
reletting;

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

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

. require the defaulting tenant to reimburse usafopayments made and all costs and expenses@tcin connection with any

exercise of the foregoing remedies.
For more information about our leases Withe Star, see Note 5 to our Consolidated Finar8ti@lements appearing in ltem 15 below.

Management Contracts.

Because we are a REIT for U.S. federalimedax purposes, we generally may not operate a@uanuinities. For certain of our
communities, which we refer to as the Managed Conities, we use the taxable REIT subsidiary, or TRficture authorized by the REIT
Investment Diversification and Empowerment Act. @nthis structure, we lease certain of our comnesib our TRSs and the TRSs enter
into long term management contracts, or the Manage@ontracts, for the operation of such commuifidhe Management Contracts for
communities managed for our account provide theaganwith a management fee, which is a percentate@ross revenues realized at the
communities, plus reimbursement for the manag@estdcosts and expenses related to the commuaitiégenerally provides the manager
with an incentive fee equal to a percentage oftiraial net operating income of the communities afterealize an annual return equal to a
percentage of our invested capital. Our currerffiyotive Management Contracts generally expire ecddnber 31, 2031, and are subject to
automatic renewal for two consecutive 15 year texmiess earlier terminated or timely notice of rmewal is delivered. In general, we have
the right to terminate the Management Contractsgestain manager events of default, including authimitation, a change in control of
the manager, and our manager has the right totatmithe Management Contracts upon certain evédsfault applicable to us.

Although we have various rights as owneatarthe Management Contracts, we rely on the maisggersonnel, good faith, expertise,
historical performance, technical resources anafimétion systems, proprietary information and judgirto manage our Managed
Communities efficiently and effectively. We alsdyren the manager to set resident fees and othemysrate those properties in compliance
with our Management Contracts. For more informatibout our Management Contracts with Five Starthadelated pooling agreements,
see Note 5 to our Consolidated Financial Statensgrearing in Iltem 15 below.
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Investment Policies.

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

. use and size of the property;

. proposed acquisition price;

. existing or proposed lease or management terms;

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

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

. estimated replacement cost of the property;

. design, physical condition and age of the prgper

. competitive market environment of the property;

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

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

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

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

Mergers and Strategic Combinations.

In the past, we have considered the pdagibf entering into mergers or strategic combioas with other companies and we may again
explore such possibilities in the future.

Disposition Policies.

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

. our ability to lease the affected property amig acceptable to us;

. our tenant's or manager's desire to purchasaftbeted property;

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

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

There are no limitations in our organizatibdocuments on the amount of indebtedness weimeay. Our revolving credit facility and
our senior note indenture and its supplements @ofitencial covenants which, among other thingstnict our ability to incur indebtedness
and require us to maintain financial ratios andimimmum net worth. However, we may seek to amenddtmvenants or seek replacement
financings with less restrictive covenants. Infilteire, we may decide to seek changes in the finhoovenants which currently restrict our
debt leverage based upon then current economidtanrg] the relative availability and costs of debtsus equity capital and our need for
capital to take advantage of acquisition opportesior otherwise.

We may also determine to seek additiongitabthrough equity offerings, debt financinggergion of cash flows in excess of
distributions to shareholders, or a combinatiothee methods. To the extent we decide to obtalitiadal debt financing, we may do so on
an unsecured basis or a secured basis. We maycsebtain lines of credit or to issue securitiesi@eto our common shares, including
preferred shares or debt securities, some of whiaj be convertible into common shares or be accoiegdy warrants to purchase comn
shares. We may also finance acquisitions by assudebt, through an exchange of properties or thrdhg issuance of equity or other
securities.

We currently have a $750.0 million unseduevolving credit facility (which is guaranteed impst of our subsidiaries) that we use for
working capital and general business purposes @nacfjuisition funding on an interim basis until may refinance with equity or long term
debt. In some instances, we may assume outstanmbntigage debt in connection with our acquisitiompfperties. For more information
regarding our financing sources and activitiesapdesee "Management's Discussion and AnalysishahEial Condition and Results of
Operations—Liquidity and Capital Resources—Our #trent and Financing Liquidity and Resources" @f innual Report on Form 10-K.

Manager.

Our day to day operations are conducteBdiy Management & Research LLC, or RMR. RMR origisaand presents investment and
divestment opportunities to our Board of Trustemss provides management and administrative serticas. RMR is a Delaware limited
liability company beneficially owned by Barry M. Raoy and Adam D. Portnoy, our Managing Truste@dRRhas a principal place of
business at Two Newton Place, 255 Washington Steeste 300, Newton, Massachusetts 02458-1634itautelephone number is (617) 796-
8390. RMR also acts as the manager to CommonWRe&lfH, or CWH, Government Properties Income TrustG®V, Hospitality Properties
Trust, or HPT, and Select Income REIT, or SIR, pra¥ides management and other services to othdicpuid private companies, including
Five Star Quality Care, Inc., or Five Star, Travaitrs of America LLC, or TA, and Sonesta Intewral Hotels Corporation, or Sonesta.
Barry M. Portnoy is the Chairman of RMR, and iteartdirectors are Adam D. Portnoy, Gerard M. Maffianmerly one of our Managing
Trustees, and David J. Hegarty, our President dnef ©perating Officer. The executive officers dfIR are: Adam D. Portnoy, President
and Chief Executive Officer; Jennifer B. Clark, Exéve Vice President and General Counsel; Davideyarty, Executive Vice President;
Mark L. Kleifges, Executive Vice President; BruceMhckey Jr., Executive Vice President; John G. fdyrExecutive Vice President;
Thomas M. O'Brien, Executive Vice President; Joh#&peo, Executive Vice President; William J. SkeelExecutive Vice President; Da
M. Blackman, Senior Vice President; Ethan S. B@instSenior Vice President; Richard A. Doyle, SeMize President; Paul V. Hoagland,
Senior Vice President; Matthew P. Jordan, Senioe\Aresident, Treasurer and Chief Financial Offibavid M. Lepore, Senior Vice
President; Andrew J. Rebholz, Senior Vice Presjdamd Mark R. Young, Senior Vice President. Davitidgarty and Richard A. Doyle are
also our executive officers. Other executive officef RMR also serve as officers of other compatieshich RMR provides management
services.
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Employees.

We have no employees. Services which wotlidrwise be provided by employees are provideBMyR and by our Managing Trustees
and officers. As of February 19, 2013, RMR had apipnately 820 full time employees, including a hgaalrters staff and regional offices
and other personnel located throughout the Unitates.

Government Requlation and Reimbursement.

The senior living and healthcare industaes subject to extensive, frequently changingr@dstate and local laws and regulations.
Although most of these laws and regulations affieetmanner in which our tenants and managers @peuatproperties, some of them also
impact the values of our properties. Some of thes ldhat impact or may impact us or our tenants anagers include: state and local licen:
laws; laws protecting consumers against deceptiaetiges; laws relating to the operation of oumpemies and how our tenants and managers
conduct their operations, such as fire, healthsaidty laws and privacy laws; federal and states laffecting assisted living communities that
participate in Medicaid and skilled nursing faddlg, or SNFs; federal and state laws affecting i@lsp clinics and other healthcare facilities
that participate in both Medicaid and Medicare thandate allowable costs, pricing, reimbursememtguures and limitations, quality of
services and care, food service and physical pleegglent rights laws (including abuse and nedegs) and fraud laws; anti-kickback and
physician referral laws; the Americans with Disdigit Act, or the ADA, and similar state and lotaks; and safety and health standards set
by the federal Occupational Safety and Health Adstiiation. Medicaid funding is available in somat hot all, states for assisted living
services. State licensure standards for assistied Icommunities, SNFs, hospitals, clinics and otiealthcare facilities typically address
facility policies, staffing, quality of servicesdeare, resident rights, fire safety and physitahipmatters, and related matters. We are unable
to predict the future course of federal, state landl legislation or regulation. Changes in theutatpry framework could have a material
adverse effect on the ability of our tenants to payent, the profitability of our Managed Commiestand the values of our properties.

State and local health and social servimeaies and other regulatory authorities regulateli@ense many senior living communities.
State health authorities regulate and license tadspclinics and other healthcare facilities. laginstates in which we own properties, we and
our tenants and managers are prohibited from proyicertain services without first obtaining appiate licenses. In addition, most states
require a certificate of need, or CON, before atityemay open a SNF or hospital or expand servatem existing facility. In some states,
CON requirements also apply to assisted living comities and some other healthcare facilities. lditaah, some states (such as California
and Texas) that have eliminated CON laws havernethother means of limiting development of SNFsluding moratoria, licensing laws
and limitations upon participation in the state ideéd program. Senior living facilities, hospitalad other healthcare facilities must also
comply with applicable state and local buildingnira, fire and food service codes before licensinlyledicare and Medicaid certification i
granted. These laws and regulatory requirementl @dfect our ability and that of our tenants ananagers to expand into new markets or to
expand communities in existing markets. In addititwe operation of our properties outside of thapscof applicable licensed authority can
result in us, our tenants or managers being sutjgmtnalties and sanctions, including closureaoflities.

In addition, governmental authorities heen subjecting healthcare facilities such as thizsene own to increasing numbers of
inspections, surveys, investigations, audits ahdrgpotential enforcement actions. We and our tsnamd managers expend considerable
resources to respond to such actions. Unannounegddtions or surveys may occur annually or bialtyyua even more regularly, such as
following a regulatory body's receipt of a comptaabout a facility. From time to time in the ordipa&ourse of business, we and our tenants
and managers receive deficiency reports
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from state regulatory bodies resulting from thasmections and surveys. We and our tenants andgaemnseek to resolve most inspection
deficiencies through a plan of corrective actidating to the affected facility's operations. If weour tenants or managers fail to comply
any applicable legal requirements, or are unabteite deficiencies, certain sanctions may be impasel, if imposed, may adversely affect
the ability of our tenants to pay their rent to e profitability of our Managed Communities ahé wvalues of our properties. In addition,
governmental agencies typically have the authaoitiake or seek further action against a licensezkdified facility, including the ability to
impose civil money penalties or fines; suspend, ifgpdr revoke a license or Medicare or Medicaidtjg#pation; suspend or deny admissit
of residents; deny payments in full or in parttituge state oversight, temporary management @ivecship; and impose criminal penalties.
Loss, suspension or modification of a license atiftcgation or the imposition of other sanctionspmmalties could adversely affect the values
of our properties, the ability of our tenants tg plaeir rents and the profitability of our Managédmmunities.

The Centers for Medicare and Medicaid S&wjor CMS, of the United States Department oftHead Human Services, or HHS, has
increased its oversight of state survey agenciesdent years, focusing its enforcement effortersing homes and chains of nursing home
operators with findings of substandard care oratpad continuing deficiencies and violations. CMS also sought to provide consumers
with additional information relating to nursing hem Moreover, state Attorneys General typicallyoecd consumer protection laws relating
to senior living services, hospitals, clinics anldev healthcare facilities. In addition, state Ml fraud control agencies sometimes
investigate and prosecute assisted living comnasénd nursing facilities, hospitals, clinics atiteo healthcare facilities under fraud and
patient abuse and neglect laws even if the fagslitind their residents do not receive any federsthte funds.

Current state laws and regulations allofoe®ment officials to make determinations as t@tlikr the care provided by or on behalf of
our tenants at our healthcare facilities exceedsetel of care for which a particular facilitylisensed. A finding that a facility is delivering
care beyond the scope of its license can restifisimmediate discharge and transfer of residertish could adversely affect the ability of
the tenant to pay rent to us, the profitabilitytted Managed Community and the values of our praserFurthermore, some states and the
federal government allow certain citations of oaeilfty to impact other facilities operated by wme entity or a related entity, including
facilities in other states. Revocation of a licenseertification at one facility could thereforapact our or a tenant's ability to obtain new
licenses or certifications or to maintain or rerexisting licenses at other facilities, which coatiiersely affect the ability of that tenant to
pay rent to us or our profitability. In additiom adverse finding by state officials could servéhasbasis for lawsuits by private plaintiffs and
may lead to investigations under federal and $&ats, which could result in civil and/or criminagpalties against the facility as well as a
related individual or entity.

As of December 31, 2012, approximately 98%ur current net operating income, or NOI, asraf in Item 7 of this Annual Report on
Form 10-K, from our properties came from propertigeere a majority of the NOI is derived from prieaesources, and the remaining 7% of
our NOI from our properties came from propertieereha majority of the NOI is dependent upon Medicard Medicaid programs. Our
tenants operate facilities in many states andqpatie in federal and state healthcare paymentranag including the federal Medicare and
state Medicaid benefit programs for services in §Nespitals and other similar facilities and stelicaid programs for services in assisted
living communities. In light of the current fedetaldget deficit and challenging state fiscal candsg, there have been numerous recent
legislative and regulatory actions or proposedoastiwith respect to federal Medicare rates ané $tidicaid rates and federal payments to
states for Medicaid
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programs, each of which could have a material adveffect on the ability of our tenants to payart,rthe profitability of our Managed
Communities and the values of our properties. Examipclude:

. The Patient Protection and Affordable Care Acam&nded by the Health Care and Education RecatimmiliAct, or
collectively, the ACA, signed into law in March 2D1has resulted in changes to insurance, paymsterag and healthcare
delivery systems. The ACA is intended to expanaasdo health insurance coverage and reduce thdhgod healthcare
expenditures while simultaneously maintaining optioving the quality of healthcare. Some of the miowns of the ACA took
effect immediately, whereas others will take effaiciater dates. The ACA automatically reducedMieglicare prospective
payment system, or PPS, annual market basket adjust for IRFs by 0.25% for federal fiscal yearé@@nd 2011, and 0.1%
for federal fiscal year 2012. Going forward, thécamoatic reductions for IRFs range from between Oakfib 0.3% for federal
fiscal years 2013 through 2016 and will be 0.75%fdéderal fiscal years 2017 through 2019. Beginninfgderal fiscal year
2012, the ACA also reduced both the SNF PPS andPIRE annual adjustments for inflation by a proditgtadjustment base
on national economic productivity statistics. We anable to predict the impact of these reductmnMedicare rates for SNFs
and IRFs, but they could have a material advefeetedn the ability of our tenants to pay theirtréhe profitability of our
Managed Communities and the values of our progertie

. The ACA establishes an Independent Payment AdviBoard to submit legislative proposals to Congeexstake other
actions with a goal of reducing Medicare spendiraygh and includes various other provisions affegtvedicare and
Medicaid providers, including enforcement reforms increased funding for Medicare and Medicaid paogintegrity control
initiatives. In June 2012, the U.S. Supreme Cophtald two major provisions of the ACA—the individumandate, which
requires most Americans to maintain health inswairdo pay a penalty, and the Medicaid expansidrich requires states to
expand their Medicaid programs by 2014 to coveindiividuals under the age of 65 with incomes nateeding 133% of the
federal poverty line. In upholding the Medicaid arpion, the Supreme Court held that it violatedUtfe. Constitution as
drafted but remedied the violation by modifying theansion to preclude the Secretary of HHS frothhwlding existing
federal Medicaid funds from states that fail to gdyrwith the Medicaid expansion, instead allowihg Secretary only to deny
new Medicaid expansion funding. As a result of@mrt's ruling, some states may choose not togiaate in the Medicaid
expansion or may delay their participation. Wewarable to predict the impact of these or othernelagislative and regulata
actions or proposed actions with respect to stadidhid rates and payments to states for Medigaigrams on us.

. Medicare reimburses SNFs under a PPS providingea fbayment for each day of care provided to a bdibeneficiary. Th
PPS requires SNFs to assign each resident to gyaarp depending on that resident's medical cheniatit and service needs.
These care groups are known as Resource Utiliz&ronps, or RUGs. The PPS payments cover subdipmtillMedicare
Part A services the beneficiary receives. Capitatsare part of the PPS rate and are not fasiigeific. Many states have
similar Medicaid PPSs. CMS implemented the PPSSftiFs pursuant to the Balanced Budget Act of 198theBBA, and
updates PPS payments for SNFs each year by a nierdledt update to account for inflation.

. Effective October 1, 2010, CMS adopted rules tiitlémented a new PPS case mix classification syktewn as RUG-IV.
Following the implementation of RUG-IV, Medicardlinig increased nationally, partially because @& tmexpectedly large
proportion of patients grouped in the highest-pgyRUG therapy categories. CMS did not intend ferithplementation of
RUG-IV to increase Medicare billing, however, amd@ctober 1, 2011, CMS adopted a final rule degslgneecalibrate
Medicare PPS rates for SNFs. The rule resulted@uaction in aggregate Medicaid payments for SbiFapproximately
11.1%, or
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$3.87 billion, in federal fiscal year 2012. CMS apetl Medicare payment rates for SNFs effective otd, 2012, which CV
estimates will increase aggregate Medicare paynages for SNFs by 1.8%, or $670 million, for feddiscal year 2013. Due
to the previous reduction of approximately 11.1%cdssed above, however, Medicare payment ratebevibwer for federal
fiscal year 2013 than they were in federal fisedry2011. In addition, the Middle Class Tax Rediel Job Creation Act of
2012, enacted in February 2012, reduces the resement rate for Medicare bad debt from 100% to 6&%eneficiaries
dually eligible for Medicare and Medicaid. Becansarly 90% of SNF bad debt is related to dual-lelegbeneficiaries, this
rule has a substantial negative effect on SNFs.Midele Class Tax Relief and Job Creation Act o12@lso reduced the
Medicare bad debt reimbursement rate for Medicareficiaries not eligible for Medicaid from 70%66%. The changes to
the reimbursement rates for bad debt may have eriaadverse effect on our tenants' ability to payent, the profitability of
our Managed Communities and the values of our pti@gse

. Medicare reimburses IRFs under a PPS implement2@0& pursuant to the BBA. Under the IRF PPS, reisdment is paid
a predetermined per-discharge rate. To determaterdite, CMS classifies patients into case mix gsduased on their clinical
characteristics and expected resource needs. IREsassign each patient to one of these groupssepatate payment rates
are calculated for each group. The IRF PPS casgmixp payment rates are calculated to cover @ftaing and capital costs
that an IRF is expected to incur while furnishihgttgroup's covered inpatient rehabilitation sexsicCapital costs are not
facility-specific. Effective October 1, 2011, CM8apted a final rule that updated Medicare IRF P&&st; which it estimated
would result in an aggregate net increase of 2¥RhMedicare payments in federal fiscal year 20t# rule adjusts the
aggregate rates by a rebased market basket inatapproximately 2.9% to account for inflationdueed by an automatic
0.1% and by a productivity adjustment of 1.0%, bmiinsuant to the ACA, and increased by 0.4% dwantopdate in the outli
threshold for high cost cases to maintain estimatetier payments at 3% of total estimated IRF pegts. The rule also
contains new wage indices and Low Income Patierttgm¢ages, which are used to adjust the paymest fat individual
facilities. In addition, the rule established a repvality reporting program to begin in 2014 thad\pdes for a 2% reduction in
the annual market basket update for facilities thiato report required quality data to the Seargtof HHS. On July 30, 2012,
CMS published a notice regarding IRF PPS ratefefieral fiscal year 2013. New rates effective Oetdh 2012 are expected
to result in a 2.1% increase in aggregate IRF RB@pnts for federal fiscal year 2013. Because éheutation of Medicare
rate adjustments applicable at our tenants' IREsngplex and dependent on patient case mix, weotgumadict the final
impact of the Medicare IRF rate adjustments ontenants' ability to pay their rent or our profitéi

. The federal government is also seeking to slowgtbaith of Medicare and Medicaid payments to SNFseiveral ways,
including pursuant to the Deficit Reduction Act2ff05, or the DRA. In 2006, the government impleradnimits on Medicare
payments for outpatient therapies but, pursuatiiedRA, created an exception process under wredeficiaries could
request an exemption from the cap and be grantedrttount of services deemed medically necessaieuljcare. Subsequent
laws temporarily extended the Medicare outpatiketdpy cap exception process through December0dB, 2Vithout further
extensions, the expiration of the Medicare outpatieerapy cap exception process may result imactéeon in our tenants'
outpatient therapy revenues in 2014.

. The DRA increased the "lodkack" period for prohibited asset transfers thatjdalify individuals from Medicaid nursing ho

benefits from three to five years. The period ofditaid ineligibility begins on the date of the pilaked transfer or the date an
individual has entered the nursing home and wothédravise be eligible for Medicaid coverage, whiahev
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occurs later, rather than on the date of the prtuliransfer, effectively extending the Medica&hplty period. This increased
"look-back" period effectively places an additiobakden on our tenants and managers to collecgebatirectly from their
residents and their transferees.

. Our tenants' Medicare Part B outpatient therapgnue rates are tied to the Medicare PhysicianSebedule, or MPFS.
Although the MPFS had previously been scheduldzbteeduced by more than 25% in 2013, MPFS ratesxqected to
remain fixed at the 2012 level throughout 2013. Autyre cuts to the MPFS would likely result inegluction to our tenants'
Medicare Part B rates for outpatient therapy ses/and would be materially adverse to their abititpay us rent.

. The Budget Control Act of 2011 allows for automagductions in federal spending by means of a m®called sequestration,
which is expected to reduce Medicare payment tatag to 2% starting in March 2013. Medicaid isrape from the
automatic reductions, as are certain Medicare litsngfe are unable to predict the financial impatius and our tenants of t
automatic payment cuts beginning in 2013; howemaeh impact may be adverse and material to ountsnability to pay rent
to us and on the value of our properties.

. The DRA and the ACA also include provisions that@mrage states to provide long term care servicésine and community
based settings rather than in nursing homes or atpatient facilities, including increased fedeétdicaid spending for some
states through the use of several programs. Oremogram, the Community First Choice, or the CH&i@, grants states
that choose to participate in the program a 6%eimee in federal matching payments for related raédgsistance
expenditures. California was the only state to empnt the CFC Option in fiscal year 2012, but astieix other states have
reported that they plan to implement it in 2013. &ve unable to predict the effect of the implemgoteaof the CFC Option ar
other similar programs.

. The ACA extended and expanded eligibility for agreom to award competitive grants to states for destration projects to
provide home and community based long term cardcgarto qualified individuals relocated from SNpgyviding certain
increased federal medical assistance for eachfginglibeneficiary. States are also permitted tdude home and community
based services as optional services under theiiddieldstate plans, and states opting to do so re@pksh more stringent
needs based criteria for nursing home servicesftirdmme and community based services. The ACA edpanded the
services that states may provide and limited thlgility to set caps on enrollment, waiting listsggographic limitations on
home and community based services. Changes urel&Qh that have resulted, or will result, in reddgayments for
services, or the failure of Medicare, Medicaidmgurance payment rates to cover increasing casifj adversely and
materially affect the ability of our tenants to payt to us, the profitability of our Managed Conmities and the values of our
properties.

. CMS establishes standards that facilities must ineatder to be classified as IRFs under the Madiprogram. One such
standard is known as the "60% Rule." As amendetthéWledicare, Medicaid and the SCHIP Extensiond&007, the 60%
Rule provides that, to be considered an IRF aneiveaeimbursement under the IRF PPS, at leastdf0#4acility's total
inpatient population must receive the facility'svéges for treatment of at least one of 13 desigthatedical conditions. To
comply with the 60% Rule and maintain revenue levelany IRFs have reduced the number of non-quatdjfyatients treated
and replaced them with qualifying patients, estigld other sources of revenue or both. We belleatsour tenants' IRFs have
been and are operating in compliance with the 6@flé .RHowever, the Obama Administration has propasele past, and
may propose in the future, changing the 60% Rukedoeater percentage, such that a higher peraepfagfacility's populatic
would have to
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receive services for treatment of one of seversigiated conditions. If the percentage were ine@asur tenants' ability to
maintain compliance with this rule would become endifficult. If a tenant is unable to maintain cdrapce with this rule, or

it were determined by retroactive audit not to hewmplied, such tenant's Medicare rates at thesgitaés could be materially
adversely affected. In addition, a tenant coulddepiired to repay Medicare funds previously reagiand the amount of such
repayments could be material.

. Some of the states in which our tenants and masagperate have not raised Medicaid rates by amauiffisient to offset
increased costs or have frozen or reduced such Etiective June 30, 2011, Congress ended cedgaiporary increases in
federal payments to states for Medicaid prograrashhd been in effect since 2008. Despite theszdie Medicaid enrollment
is projected to increase at an average annuabf&& %, representing a $619 billion increase irdMaid expenditures through
2020, due to the expansion in Medicaid eligibilityder the ACA beginning in 2014. We expect thatehding of these
temporary payments, combined with the anticipate@ secovery of state revenues, may result in iases in state budget
deficits. As a result, certain states may contittueeduce Medicaid payments to healthcare sernviaeigers like some of our
tenants as a part of an effort to balance theigbtsd

We are unable to predict the impact of ¢h@sother recent legislative and regulatory actionproposed actions with respect to state
Medicaid rates and federal Medicare rates and &gayments to states for Medicaid programs onetlid®ur tenants that derive a portion of
their revenues from Medicare, Medicaid and othefegomental programs, or those of our managergtioaide management services to such
tenants. The changes implemented or to be implesdeat a result of such actions could result irfaltere of Medicare, Medicaid or private
payment reimbursement rates to cover increasing,cosa reduction in payments or other circumstartbat could have a material adverse
effect on the ability of some of our tenants to payt to us, the profitability of affected Managédmmunities and the values of our
properties.

Federal and state efforts to target falaens, fraud and abuse and violations of anti-kadd physician referral and privacy laws by
providers under Medicare, Medicaid and other pudtid private programs have increased in recensyaarhave civil monetary penalties,
treble damages, repayment requirements and crireamatdtions for noncompliance. The federal Falsén@&ct, as amended and expanded
by the Fraud Enforcement and Recovery Act of 20tiBtae ACA, provides significant civil monetary pdties and treble damages for false
claims and authorizes individuals to bring claimsbehalf of the federal government for false claififse federal Civil Monetary Penalties
Law authorizes the Secretary of HHS to impose suiisil civil penalties, treble damages and progeasiusions administratively for false
claims or violations of the federal Anti-Kickbaclagite. In addition, the ACA increased penaltiedarrfederal sentencing guidelines between
20% and 50% for healthcare fraud offenses involviragge than $1 million. Governmental authorities dggoting increasing attention and
resources to the prevention, detection, and prosecaf healthcare fraud and abuse. CMS contraet@slso expanding the retroactive at
of Medicare claims submitted by IRFs, SNFs andmpineviders, and recouping alleged overpaymentsdovices determined by auditors not
to have been medically necessary or not to meetiddezicoverage criteria as billed. State Medica@ypams and other third party payers are
conducting similar medical necessity and complicanedits. The ACA facilitates the Department of igs$ ability to investigate allegations
of wrongdoing or fraud at SNFs. In addition, theA@quires all states to terminate the Medicaidipigation of any fraudulent provider that
has been terminated under Medicare or any otheiddiedstate plan. HHS estimates that these fraedgmtion and audit efforts will reduce
Medicare payments by $2.1 billion over the nexéfyears. Our tenants and managers expend sigrhifiesources to comply with these laws
and regulations, and any findings of noncomplidmggovernmental authorities may have a materialaahetrse effect on their ability to pay
rent to us.
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Federal and state laws designed to prthieatonfidentiality and security of individuallyadtifiable information apply to us, our tenants
and our managers. Under the federal Health InserBoctability and Accountability Act of 1996, orPAA, and the Health Information
Technology for Economic and Clinical Health Act,,weer tenants and our managers that are "covengtshor "business associates" within
the meaning of HIPAA must comply with rules adopibgdHHS governing the privacy, security, use arstldisure of individually identifiabl
information, including financial information andgtected health information, or PHI, and also wehugity rules for electronic PHI. There
may be both civil monetary penalties and crimirsalctions for noncompliance with such federal lats.January 17, 2013, HHS released
HIPAA Omnibus Rule, or the Omnibus Rule, which vaidl effective on March 26, 2013 and requires ccemngk with most provisions by
September 23, 2013. Pursuant to the Omnibus Rudegted entities" must make certain modificatianany business associate agreements
that they have in place with their "business asges!’ within the meaning of HIPAA. In addition, t@enibus Rule requires "covered
entities" to modify and redistribute their notiadgrivacy practices to include certain provisisakating to the use of PHI. Further, the
Omnibus Rule modifies the standard for providingawh notices, which was previously to perform aayesis of the harm of any disclosur¢
a more objective analysis relating to whether aHy\Ras actually acquired or viewed as a resulheflireach. In addition to HIPAA, many
states have enacted their own security and prilzaey relating to individually identifiable informan. In some states, these laws are more
stringent than HIPAA, and we, our tenants and canagers must comply with applicable federal ant stfandards.

We require our tenants and managers to yowith all laws that regulate the operation of @enior living communities. Although we
not believe that the costs to comply with theseslal have a material adverse effect on us diyettiose costs may adversely affect the
profitability of our Managed Communities and théigbof our tenants to pay their rent to us. If weany of our tenants or managers were
subject to an action alleging violations of suckidaor to any adverse determination concerning &myioor our tenants' licenses or eligibility
for Medicare or Medicaid reimbursement or any saifigal penalties, repayments or sanctions, thesenaacould materially and adversely
affect the ability of our tenants to pay rent tothe profitability of our Managed Communities &hd values of our properties. If any of our
tenants or managers becomes unable to operateaperpes, or if any of our tenants becomes unt@bfy its rent because it has violated
government regulations or payment laws, we may rapee difficulty in finding a substitute tenantranager or selling the affected prop:
for a fair and commercially reasonable price, drevalue of the affected property may decline nieter

Federal, state and local agencies regolat® OB tenants that provide healthcare servicemnyvstates require medical clinics,
ambulatory surgery centers, clinical laboratoried ather outpatient healthcare facilities to ben®ed and inspected for compliance with
licensure regulations concerning professional istgffservices, patient rights and physical plagumements, among other matters. Our
tenants must comply with the ADA and similar statel local laws to the extent that such facilitiess"@ublic accommodations” as defined in
those statutes. The obligation to comply with tH@Afand similar laws is an ongoing obligation, ang tenants expend significant resources
to comply with such laws.

Healthcare providers and suppliers, inelggihysicians and other licensed medical practtisythat receive federal or state
reimbursement under Medicare, Medicaid or otheeffaldor state programs must comply with the requénets for their participation in those
programs. Our tenants that are healthcare provatersubject to reimbursement rates that are iatrglg subject to cost control pressures
may be reduced or may not be increased sufficig¢atbover their increasing costs, including outsen

The U.S. Food and Drug Administration,lwe £EDA, and other federal, state and local autlesrixtensively regulate our biotechnology
laboratory tenants that develop, manufacture, nbtarke
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or distribute new drugs, biologicals or medicalides for human use. The FDA and such other autesriegulate the clinical development,
testing, manufacture, quality control, safety, efffeeness, labeling, storage, record keeping, @dweg and promotion of those products.
Before a new pharmaceutical product or medicala®emay be marketed and distributed in the UnitedeSt the FDA must approve it as safe
and effective for human use. Preclinical and cihgtudies and documentation in connection with Fipfaroval of new pharmaceuticals or
medical devices involve significant time, expensd dsks of failure. Once a product is approved,FIDA maintains oversight of the product
and its developer and can withdraw its approvailieproducts or suspend their production, impasseek to impose civil or criminal
penalties on the developer or take other actionthiodeveloper's failure to comply with regulateeguirements, including anti-fraud, false
claims, anti-kickback or physician referral lawsh& concerns affecting our biotechnology labosatenants include the potential for
subsequent discovery of safety concerns and religitgation, ensuring that the product qualifies feimbursement under Medicare, Medicaid
or other federal or state programs, cost contibhiives of payment programs, the potential fagétion over the validity or infringement of
intellectual property rights related to the prodtice eventual expiration of relevant patents d&edneed to raise additional capital. The cost of
compliance with these regulations and the risksrilesd in this paragraph, among others, could adgiaffect the ability of our
biotechnology laboratory tenants to pay rent to us.

Competition.

Investing in senior living facilities, waklss centers, MOBs and other real estate is ayhigihhpetitive business. We compete against
other REITs, numerous financial institutions, iridivals and public and private companies who aneelygtengaged in this business. Also, we
compete for investments based on a number of f&atoluding rates, financings offered, underwritergeria and reputation. Our ability to
successfully compete is also impacted by economdcp@pulation trends, availability of acceptablegstment opportunities, our ability to
negotiate beneficial investment terms, availabaity cost of capital and new and existing lawsragdlations. Some of our competitors are
dominant in selected geographic or property markettuding in markets we operate. Many of our cetitprs have greater financial and
other resources than we have. We believe the gpbigrdiversity of our investments, the experiencd abilities of our management, our
affiliation with RMR, the quality of our assets atte financial strength of many of our tenants aperators affords us some competitive
advantages which have and will allow us to openatebusiness successfully despite the competitatera of our business.

The tenants and managers that operateealthicare facilities compete on a local and redibaais with operators of facilities that
provide comparable services. Operators competefidents and patients based on quality of capeitagion, physical appearance of
properties, services offered, family preferencéysfrians, staff, price and location. We and onates and managers also face competition
from other healthcare facilities for tenants, sasiphysicians and other healthcare providers tioaige comparable facilities and services.

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

Environmental and Climate Change Matters.

Under various laws, owners as well as tenand operators of real estate may be required/astigate and clean up or remove
hazardous substances present at or migrating fropepgies they own, lease or operate and may lkliadlle for property damage or persc
injuries that result from hazardous substancessd ks also expose us to the possibility that \ag become liable to reimburse
governments for damages and costs they incur inexiion with hazardous substances. We reviewedanwiental conditions surveys of the
properties we own prior to their purchase. Based
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upon those surveys we do not believe that theremrigonmental conditions at any of our propertie have had or will have a material
adverse effect on us. However, no assurances cgivdye that conditions are not present at our pitegseor that costs we may be required to
incur in the future to remediate contamination wik have a material adverse effect on our busioefisancial condition and results of
operations.

The current political debate about worlidhalte change has resulted in various treaties, dagsregulations which are intended to limit
carbon emissions. We believe these laws being edactproposed may cause energy costs at our piexpty increase, but we do not
currently expect the direct impact of these incesas be material to our results of operationsabse we expect the increased costs either
would be the responsibility of our tenants directhin large part may be passed through by us tdemants as additional lease payments.
Although we do not believe it is likely in the feeeable future, laws enacted to mitigate climatéangh may make some of our buildings
obsolete or cause us to make material investmerdsri properties which could materially and advigra#fect our financial condition. For
more information regarding climate change mattarstheir possible adverse impact on us, pleaséMaeagement's Discussion and Anal
of Financial Condition and Results of Operations-p#ut of Climate Change."

Internet Website.

Our internet website address is www.snho@ih. Copies of our governance guidelines, codmisiness conduct and ethics, or Code of
Conduct, our policy outlining procedures for hanglconcerns or complaints about accounting, intexoeounting controls or auditing
matters and the charters of our audit, compensatidmominating and governance committees are ¢ghost®ur website and may be obtail
free of charge by writing to our Secretary, Seitlousing Properties Trust, Two Newton Place, 255MWmagon Street, Suite 300, Newton,
Massachusetts 02458-1634 or at our website. We aaitable, free of charge, on our website, ourdairReports on Form 10-K, Quarterly
Reports on Form 10-Q, Current Reports on Form 8wkamendments to these reports filed or furnishedyant to Section 13(a) or 15(d) of
the Securities Exchange Act of 1934, as amendetiedExchange Act, as soon as reasonably practiedtar these forms are filed with, or
furnished to, the Securities and Exchange CommissioSEC. Any shareholder or other interestedypahio desires to communicate with
non-management Trustees, individually or as a grmgy do so by filling out a report on our webst@eir Board of Trustees also provides a
process for security holders to send communicatiorise entire Board of Trustees. Information akibetprocess for sending communicati
to our Board of Trustees can be found on our web€itir website address is included several timésisnrAnnual Report on Form 10-K as a
textual reference only and the information in thebsite is not incorporated by reference into thisidal Report on Form 10-K.

Segment Reporting.

As of December 31, 2012, we have threeaijppgy segments. The first operating segment indwsth@rt term and long term residential
care communities that offer dining for residentmderties in this segment include leased and mahiaglependent living communities,
assisted living communities, skilled nursing fa@s and rehabilitation hospitals. We earn remabme revenues from the tenants that lease
and operate our leased communities and we earrafekservices revenues from the residents of ouralgled Communities. Five Star began
managing our Managed Communities for our accouduire 2011. The second operating segment includegies where medical related
activities occur but where residential overniglatystand dining services are not provided. Propeni¢his segment include MOBs. The third
operating segment includes amounts related to caipbusiness activities and the operating restiltertain properties that offer fitness,
wellness and spa services to members, which wetlcamsider to be sufficiently material as to cdost a separate reporting segment. See
our consolidated financial statements includedgrHibits and Financial
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Statement Schedules" of this Annual Report on FHOrRK for further financial information on our opéirey segments.

FEDERAL INCOME TAX CONSIDERATIONS

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

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

. a broker, dealer or trader in securities orifpreurrency;

. a person who has a functional currency other tha United States dollar;

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

. a person subject to alternative minimum tax;

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

transaction or conversion transaction; or

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

The sections of the Internal Revenue Cddé®86, as amended, or the IRC, that govern fediecaime tax qualification and treatment of
a REIT and its shareholders are complex. This ptatien is a summary of applicable IRC provisiae$ated rules and regulations and
administrative and judicial interpretations, allvafich are subject to change, possibly with rettivaceffect. Future legislative, judicial or
administrative actions or decisions could alsoddffiee accuracy of statements made in this sumriéeyhave not received a ruling from the
Internal Revenue Service, or the IRS, with respeeiny matter described in this summary, and weaiassure you that the IRS or a court
will agree with the statements made in this summaing IRS or a court could, for example, take &edént position from that described in 1
summary with respect to our acquisitions, operatioestructurings or other matters, which, if sssfa, could result in significant tax
liabilities for applicable parties. In additionjslsummary is not exhaustive of all possible tassmuences, and does not discuss any estate,
gift, state, local or foreign tax consequences.didihese reasons, we urge you and any prospeatiyairor of our shares to consult with a tax
advisor about the federal income tax and othectasequences of the acquisition, ownership andslipn of our shares. Our intentions and
beliefs described in this summary are based uponimderstanding of applicable laws and regulatibas are in effect as of the date of this
Annual Report on Form 10-K. If new laws or regudas are enacted which impact us directly or indiyeeve may change our intentions or
beliefs.

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

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

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

. an estate the income of which is subject to fedacaime taxation regardless of its source; or
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. a trust if a court within the United States is ablexercise primary supervision over the admiatgin of the trust and one or
more United States persons have the authorityritraloall substantial decisions of the trust, oredecting trust in existence on
August 20, 1996, to the extent provided in Treasagulations;

whose status as a U.S. shareholder is not overridgen applicable tax treaty. Conversely, a "no8-dhareholder” is a beneficial owner of
our shares who is not a U.S. shareholder. If axpeship (including any entity treated as a partmprior federal income tax purposes) is a
beneficial owner of our shares, the tax treatméatmartner in the partnership generally will depp@ipon the status of the partner and the
activities of the partnership. A beneficial ownleattis a partnership and partners in such a pattipeare urged to consult their tax advisors
about the federal income tax consequences of tpdsitton, ownership and disposition of our shares.

Taxation as a REIT

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

As a REIT, we generally are not subjedetteral income tax on our net income distributedigiglends to our shareholders. Distributi
to our shareholders generally are included in tineiome as dividends to the extent of our curreérazumulated earnings and profits. Our
dividends are not generally entitled to the prefted tax rates on qualified dividend income, byttastion of our dividends may be treated as
capital gain dividends or qualified dividend incora# as explained below. No portion of any of diwvidends is eligible for the dividends
received deduction for corporate shareholdersribigtons in excess of current or accumulated egand profits generally are treated for
federal income tax purposes as returns of caitile extent of a recipient shareholder's basmiirshares, and will reduce this basis. Our
current or accumulated earnings and profits areigdly allocated first to distributions made on pueferred shares, of which there are none
outstanding at this time, and thereafter to distidns made on our common shares. For all thegwpas, our distributions include both cash
distributions and any in kind distributions of pesty that we might make.

Our counsel, Sullivan & Worcester LLP, lpasvided to us an opinion that we have been organénd have qualified as a REIT under
the IRC for our 1999 through 2012 taxable yeard,that our current investments and plan of opematidl enable us to continue to meet the
requirements for qualification and taxation as dTRihder the IRC. Our counsel's opinions are comaéd upon the assumption that our
leases, our declaration of trust and all otherlldgauments to which we are or have been a pastg baen and will be complied with by all
parties to those documents, upon the accuracy @amgleteness of the factual matters described nAhnual Report and upon
representations made by us as to certain factuiraaelating to our organization and operatiams @ur expected manner of operation. If
this assumption or a representation is inaccunaitecomplete, our counsel's opinions may be adWeedéected and may not be relied upon.
The opinions of our tax counsel are based upotathas it exists today, but the law may changé@ftture, possibly with retroactive effect.
Given the highly complex nature of the rules goumgrREITs, the ongoing importance of factual defeations, and the possibility of future
changes in our circumstances, no assurance carndéely Sullivan & Worcester LLP or us that we vgjlialify as or be taxed as a REIT for
any particular year. Any opinion of Sullivan & Wester LLP as to our qualification or taxation &HET will be expressed as of the date
issued. Our counsel will have no obligation to adwis or our shareholders of any subsequent cliatige matters stated, represented
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or assumed or of any subsequent change in thecapfdilaw. Also, the opinions of tax counsel arebinding on either the IRS or a court,
and either could take a position different fromt thepressed by tax counsel.

Our continued qualification and taxatioredREIT will depend upon our compliance on a caritig basis with various qualification te:
imposed under the IRC and summarized below. Whildoalieve that we will satisfy these tests, oumsalidoes not review compliance with
these tests on a continuing basis. If we fail taldfyas a REIT in any year, we will be subjecféderal income taxation as if we were a
corporation taxed under subchapter C of the IRG, Grcorporation, and our shareholders will beddie shareholders of C corporations,
meaning that federal income tax generally will ppleed at both the corporate and shareholder lelrekhis event, we could be subject to
significant tax liabilities, and the amount of cashailable for distribution to our shareholderslddue reduced or eliminated.

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

. We will be taxed at regular corporate rates oy @ndistributed "real estate investment trust béx@ncome," including our
undistributed net capital gains.

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

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

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

. If we fail to satisfy the 75% gross income testher 95% gross income test discussed below, buttheless maintain our
qualification as a REIT, we will be subject to &xa 100% rate on the greater of the amount bytwivie fail the 75% or the
95% test, with adjustments, multiplied by a fractiotended to reflect our profitability.

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

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

. If we acquire a corporation in a transaction reh&e succeed to its tax attributes, to preservetius as a REIT we must

generally distribute all of the C corporation eags and profits inherited in that acquisition,nfyanot later than the end of our
taxable year in which the
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acquisition occurs. However, if we fail to do seljef provisions would allow us to maintain ourtstaas a REIT provided we
distribute any subsequently discovered C corpanagarnings and profits and pay an interest chargespect of the period of
delayed distribution. As discussed below, we hagrmed C corporations in connection with our asiign of real estate. Our
investigations of these C corporations indicated they did not have undistributed earnings anfitprthat we inherited but
failed to timely distribute. However, upon reviewaudit, the IRS may disagree.

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

If and to the extent we invest in propertie$areign jurisdictions, our income from those prdjesr will generally be subject to
tax in those jurisdictions. If we continue to ogeras we do, then we will distribute all of ourdaie income to our
shareholders such that we will generally not pajefal income tax. As a result, we cannot recoverctst of foreign income
taxes imposed on our foreign investments by clagnfidmeign tax credits against our federal incomelibility. Also, we
cannot pass through to our shareholders any fotaigoredits.

If we fail to qualify or elect not to quilias a REIT, then we will be subject to federaldme tax in the same manner as a regular C
corporation. Further, as a regular C corporatigstridutions to our shareholders will not be deéhletby us, nor will distributions be required
under the IRC. Also, to the extent of our curremd accumulated earnings and profits, all distriimaito our shareholders will generally be
taxable as ordinary dividends potentially eligifde preferential tax rates discussed below in "Tiaxeof U.S. Shareholders" and, subject to
limitations in the IRC, will be eligible for thewdends received deduction for corporate sharehsldenally, we will generally be
disqualified from qualification as a REIT for thauf taxable years following disqualification. Oailfire to qualify as a REIT for even one
year could result in reduction or elimination oftdibutions to our shareholders, or in our incigraubstantial indebtedness or liquidat
substantial investments in order to pay the rasyiltiorporate-level taxes. The IRC provides centelief provisions under which we might
avoid automatically ceasing to be a REIT for faltw meet certain REIT requirements, all as dissaigs more detail below.

REIT Qualification Requirements

General Requirements. Section 856(a) of the IRC defines a REIT asraa@ration, trust or association:

1)
(2)
(3)
(4)
()
(6)
(7)

that is managed by one or more trustees or dirgctor

the beneficial ownership of which is evidenced fansferable shares or by transferable certificatéeneficial interest;
that would be taxable, but for Sections 856 thro8§8 of the IRC, as a C corporation;

that is not a financial institution or an insuramoenpany subject to special provisions of the IRC;

the beneficial ownership of which is held by 100rmre persons;

that is not "closely held" as defined under thespeal holding company stock ownership test, asritestbelow; and

that meets other tests regarding income, assetdismibutions, all as described below.

23




Table of Contents

Section 856(b) of the IRC provides thatditans (1) through (4) must be met during the rentiaxable year and that condition (5) must
be met during at least 335 days of a taxable yke&? ononths, or during a pro rata part of a taxgielar of less than 12 months. Section 856(h)
(2) of the IRC provides that neither condition 8y (6) need be met for our first taxable year E4T. We believe that we have met
conditions (1) through (7) during each of the rsgaiperiods ending on or before the close of oostmecently completed taxable year, and
that we will continue to meet these conditionsuitufe taxable years. There can, however, be noasselin this regard.

By reason of condition (6), we will fail tpualify as a REIT for a taxable year if at anydiduring the last half of a year (except for our
first taxable year as a REIT) more than 50% in @afiour outstanding shares is owned directly diractly by five or fewer individuals. To
help comply with condition (6), our declarationtanfst restricts transfers of our shares that watihérwise result in concentrated ownership
positions. In addition, if we comply with applicablreasury regulations to ascertain the ownershiuioshares and do not know, or by
exercising reasonable diligence would not have kndhat we failed condition (6), then we will bedted as having met condition (6).
However, our failure to comply with these regulatidor ascertaining ownership may result in a pgra $25,000, or $50,000 for intentional
violations. Accordingly, we have complied and witintinue to comply with these regulations, includirquesting annually from record
holders of significant percentages of our sharfsnmation regarding the ownership of our shareddédrour declaration of trust, our
shareholders are required to respond to these stgioe information.

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

The IRC provides that we will not automatig fail to be a REIT if we do not meet conditiofig through (6), provided we can establish
reasonable cause for any such failure. Each sumises failure will result in the imposition of a@800 penalty instead of REIT
disqualification. It is impossible to state whetheall circumstances we would be entitled to teedfit of this relief provision. This relief
provision applies to any failure of the applicabtaditions, even if the failure first occurred ipror taxable year.

Our Wholly-Owned Subsidiaries and Our Inmresnts through Partnerships. Except in respect of TRSs as discussed below,
Section 856(i) of the IRC provides that any cogpian, 100% of whose stock is held by a REIT asdlisregarded subsidiaries, is a qualified
REIT subsidiary and shall not be treated as a atganrporation. The assets, liabilities and itefriascome, deduction and credit of a
qualified REIT subsidiary are treated as the REMe believe that each of our direct and indirelsblly-owned subsidiaries, other than the
TRSs discussed below, will be either a qualified R&ubsidiary within the meaning of Section 85@fithe IRC, or a noncorporate entity t
for federal income tax purposes is not treateceparste from its owner under regulations issueeuBéction 7701 of the IRC. Thus, except
for the TRSs discussed below, in applying all #defral income tax REIT qualification requiremergsaibed in this summary, all assets,
liabilities and items of income, deduction and d@reflour direct and indirect wholly-owned subsiils are treated as ours.
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We may invest in real estate through onmaore entities that are treated as partnershipfeflmral income tax purposes, including lim
or general partnerships, limited liability compamier foreign entities. In the case of a REIT fkat partner in a partnership, regulations ui
the IRC provide that, for purposes of the REIT figaltion requirements regarding income and assistussed below, the REIT is deemed to
own its proportionate share of the assets of theeship corresponding to the REIT's proportiorwagital interest in the partnership and is
deemed to be entitled to the income of the partigmttributable to this proportionate share. Iditidn, for these purposes, the character of
the assets and gross income of the partnershipalbnestains the same character in the handseoRIBIT. Accordingly, our proportionate
share of the assets, liabilities, and items of ime@f each partnership in which we become a parsrteeated as ours for purposes of the
income tests and asset tests discussed belowntrast for purposes of the distribution requiretréiscussed below, we would take into
account as a partner our share of the partnershgose as determined under the general federahiedax rules governing partners and
partnerships under Sections 701 through 777 ofRe

Taxable REIT Subsidiaries.We are permitted to own any or all of the siimg of a "taxable REIT subsidiary" as defined in
Section 856(l) of the IRC, provided that no morartl25% of the total value of our assets, at theectif each quarter, is comprised of our
investments in the stock or securities of our TRBsr our 2001 through 2008 taxable years, no rttwe 20% of the total value of our ass
at the close of each quarter, was permitted toobgpcised of our investments in the stock or selesrivf our TRSs; before the introduction of
TRSs in 2001, our ability to own separately taxatmgporate subsidiaries was more limited.) Amortgeotequirements, a TRS of ours must:

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

4 not directly or indirectly provide to any persomder a franchise, license or otherwise, rightatplarand name under which
any lodging facility or health care facility is apéed, except that in limited circumstances a sufafnise, sublicense or similar
right can be granted to an independent contractopérate or manage a lodging facility or, aftar 2008 taxable year, a hea
care facility.

In addition, a corporation other than a REl which a TRS directly or indirectly owns moreah 35% of the voting power or value will
automatically be treated as a TRS. Subject to ibrudsion below, we believe that we and each off®8s have complied with, and will
continue to comply with, on a continuous basis,régirements for TRS status at all times durindgctvithe subsidiary's TRS election is
reported as being in effect, and we believe thastime will be true for any TRS that we later famacquire.

We have elected to treat as a TRS a péaticorporate subsidiary of Five Star with whomdeenot have a rental relationship. This
intended TRS manages and operates independeng fagilities for us, and in the future may operadiglitional independent living facilities
for us. In that role, the intended TRS provides @ities and services to our tenants, the indeperidémg residents; for the duration of our
ownership of these independent living facilitidéssre have not been, and are not expected to hsteaistving or skilled nursing residents at
these facilities, and neither we nor the intendB& have provided or expect to provide health careices at these facilities or elsewhere.
Although the law is unclear on this point, andaotfa close read of the statute and legislativietyisnight suggest otherwise, IRS private
letter rulings conclude and imply that the manag®&raed operation of independent living facilities bt constitute operating or managing a
health care facility such that TRS status is pretly provided that there are no assisted livingkdled nursing residents
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in the facilities and provided further that neitttiee REIT nor the intended TRS provide health sareices. Although IRS private letter
rulings do not generally constitute binding preagdthey do represent the reasoned, considerednedgof the IRS and thus provide insight
into how the IRS applies and interprets the fede@me tax laws. Based on these IRS private letlergs, our counsel, Sullivan &
Worcester LLP, has opined that it is more likelgirtmot that our intended TRS that manages and tegguare independent living facilities
will qualify as a TRS, provided that there are seisted living or skilled nursing residents in fubject facilities and provided further that
neither we nor the intended TRS provide health sareices.

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

Restrictions are imposed on TRSs to enatethey will be subject to an appropriate levidleoleral income taxation. For example, a
TRS may not deduct interest paid in any year taffiiated REIT to the extent that the interest pents exceed, generally, 50% of the TRS's
adjusted taxable income for that year. HoweverTiR& may carry forward the disallowed interest ewgeeto a succeeding year, and deduct
the interest in that later year subject to thatr'geég0% adjusted taxable income limitation. In &ddi if a TRS pays interest, rent or other
amounts to its affiliated REIT in an amount that@eds what an unrelated third party would have jma&h arm's length transaction, then the
REIT generally will be subject to an excise taxadgo 100% of the excessive portion of the paymEmally, if in comparison to an arm's
length transaction, a tenant has overpaid rertadEIT in exchange for underpaying the TRS fovises rendered, and if the REIT has not
adequately compensated the TRS for services provaler on behalf of a tenant, then the REIT maguldgect to an excise tax equal to 1(
of the undercompensation to the TRS. There carolsssurance that arrangements involving our TR8$®etiresult in the imposition of one
or more of these deduction limitations or excisee$a but we do not believe that we are or will blejact to these impositions.

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

. At least 75% of our gross income (excluding:gejss income from sales or other dispositionsroperty held primarily for
sale; (b) any income arising from "clearly idemdf hedging transactions that we enter into to manaterest rate or price
changes or currency fluctuations with respect twdwings we incur to acquire or carry real estatsets; (C) any income
arising from "clearly identified" hedging transaxts that we enter into primarily to manage riskafrency fluctuations
relating to any item that qualifies under the 7598%% gross income tests (or any property that igees such income or gai
(d) real estate foreign exchange gain (as defin&kiction 856(n)(2) of the IRC) that we recogniteraJuly 30, 2008; and
(e) income from the repurchase or discharge oftitetiness) must be derived from investments relatimgal property,
including "rents from real property" as defined en&ection 856 of the IRC, interest and gain froortgages on real property,
income and gain from foreclosure property, gaimfithe sale or other disposition of real properheothan dealer property, or
dividends and gain from shares in other REITs. Whienreceive new capital in exchange for our sharés a public offering
of five-year or longer debt instruments, incomeilattable to
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the temporary investment of this new capital ircktor a debt instrument, if received or accruedinibne year of our receipt
of the new capital, is generally also qualifyingdme under the 75% gross income test.

. At least 95% of our gross income (excluding: (asgrincome from sales or other dispositions of @riypheld primarily for
sale; (b) any income arising from "clearly idemdf hedging transactions that we enter into to manaterest rate or price
changes or currency fluctuations with respect twdwings we incur to acquire or carry real estatsets; (C) any income
arising from "clearly identified" hedging transaxts that we enter into primarily to manage riskwafrency fluctuations
relating to any item that qualifies under the 7598%% gross income tests (or any property that igeeg such income or gai
(d) passive foreign exchange gain (as defined ati®@e856(n)(3) of the IRC) that we recognize aftely 30, 2008; and
(e) income from the repurchase or discharge oftitetiness) must be derived from a combination afstef real property
income that satisfy the 75% gross income test destiabove, dividends, interest, or gains fromsile or disposition of stoc
securities or real property.

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

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

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

. The amount of rent received generally must notdsefd on the income or profits of any person, buyt beabased on receipts
sales.
. Rents do not qualify if the REIT owns 10% or mbiy vote or value of the tenant, whether direetlafter application of

attribution rules. While we intend not to leasepgandy to any party if rents from that property webubt qualify as rents from
real property, application of the 10% ownershigerisl dependent upon complex attribution rules amdimstances that may be
beyond our control. For example, an unaffiliateiddtiparty's ownership directly or by attribution % or more by value of
our shares, as well as an ownership position irsthek of one of our tenants which, when addedutoown ownership positic
in that tenant, totals 10% or more by vote or valfithe stock of that tenant, would result in tteatant's rents not qualifying as
rents from real property; in this regard, we alseadn close to, but less than, 10% of the outstajndommon shares of Five
Star, and Five Star has undertaken to limit iteneptions of outstanding common shares so that wetloome to own 10%
more of its outstanding common shares. Our deabaraf trust disallows transfers or purported asiians, directly or by
attribution, of our shares to the extent necestamgaintain our REIT status under the IRC. Nevdete there can be no
assurance that these provisions in our declarafidrust will be effective to prevent our REIT statfrom being jeopardized
under the 10% affiliated tenant rule. Furthermtiiere can be no assurance that we will be ableotutor and enforce these
restrictions, nor will our shareholders necessdrédyaware of ownership of shares attributed to theder the IRC's attribution
rules.

. There is a limited exception to the above pritiwib on earning "rents from real property" fromi@% affiliated tenant, if the
tenant is a TRS. If at least 90% of the leasedespfa property is leased to tenants other thansTd&® 10% affiliated tenants,
and if the TRS's rent for space at that propersulsstantially comparable to the rents paid by ffiiaged tenants for
comparable space at the property, then otherwiakfgjng rents paid by the TRS to the REIT will o disqualified on
account of the rule prohibiting 10% affiliated tetsa
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. Commencing with our 2009 taxable year, there iadditional exception to the above prohibition oméeg "rents from real
property” from a 10% affiliated tenant. For thiglaibnal exception to apply, a real property ingtri@ a "qualified health care
property" must be leased by the REIT to its TR$, thie facility must be operated on behalf of theST#y a person who is an
"eligible independent contractor,” all as describe&ections 856(d)(8)-(9) and 856(e)(6)(D) of IRE. As described below,
we believe our leases with our TRSs have satisfietiwill continue to satisfy these requirements.

. In order for rents to qualify, we generally must n@mnage the property or furnish or render servicgéle tenants of the
property, except through an independent contrdotan whom we derive no income or through one of DRSs. There is an
exception to this rule permitting a REIT to perfocstomary tenant services of the sort that a xaxrgt organization could
perform without being considered in receipt of '&lated business taxable income" as defined in @estl2(b)(3) of the IRC.
In addition, ade minimisamount of noncustomary services will not disqualifyome as "rents from real property" so long as
the value of the impermissible services does no¢ed 1% of the gross income from the property.

. If rent attributable to personal property leasedonnection with a lease of real property is 1&%ess of the total rent received
under the lease, then the rent attributable toopatproperty will qualify as "rents from real peapy”; if this 15% threshold is
exceeded, the rent attributable to personal prgpatt not so qualify. The portion of rental inconeated as attributable to
personal property is determined according to thie td the fair market value of the personal prapéo the total fair market
value of the real and personal property that isecn

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

As discussed above, we currently own inddpat living facilities that we purchased to be agad and operated by a TRS; the TRS
provides amenities and services, but not health sarvices, to the facility's residents, who anetenants. We may from time to time in the
future acquire additional properties to be managetioperated in this manner. Our counsel, Sull&akorcester LLP, has opined that it is
more likely than not that our intended TRS that ages and operates independent living facilitiebquélify as a TRS, provided that there
are no assisted living or skilled nursing residémthie subject facilities and provided furthertthaither we nor the intended TRS provide
health care services. Accordingly, we expect thatrents we receive from these facilities' indepemdving residents will qualify as rents
from real property because services and amenditdsein are provided through a TRS. If the IRS sthasksert, contrary to its current private
letter ruling practice, that our intended TRS doesin fact so qualify, and if a court should agtben the rental income we receive from the
independent living facility residents who are aemants would be nonqualifying income for purpodeb® 75% and 95% gross income tests,
possibly jeopardizing our compliance with the 9586sg income test. Under those circumstances, howeeeexpect we would qualify for
the gross income tests' relief provision describeldw, and thereby would preserve our qualificatisra REIT. If the relief provision below
were to apply to us, we would be subject to tax 800% rate on the amount by which we failed tH# @Boss income test, with adjustments,
multiplied by a fraction intended to reflect ouofitability for the taxable year; however, in a iyg taxable year, we have little or no
nonqualifying income from other sources and thusldi@xpect to owe little tax in such circumstances.

In order to qualify as mortgage interesteal property for purposes of the 75% test, irgiengust derive from a mortgage loan secure
real property with a fair market value, at the tithe loan is made, at least equal to the amouititeofoan. If the amount of the loan exceeds
the fair
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market value of the real property, the interest gl treated as interest on a mortgage loan iti@equal to the ratio of the fair market value
of the real property to the total amount of the tgage loan.

Absent the "foreclosure property” rulesSekction 856(e) of the IRC, a REIT's receipt of hass operating income from a property wi
not qualify under the 75% and 95% gross income t&sit as foreclosure property, gross income fraohs business operation would so
qualify. In the case of property leased by a RBIA tenant, foreclosure property is defined ungetieable Treasury regulations to include
generally the real property and incidental perspnaperty that the REIT reduces to possession amefault or imminent default under the
lease by the tenant, and as to which a foreclgsumgerty election is made by attaching an appropstatement to the REIT's federal income
tax return. Any gain that a REIT recognizes ongale of foreclosure property held as inventoryramarily for sale to customers, plus any
income it receives from foreclosure property thatld not qualify under the 75% gross income tesh@absence of foreclosure property
treatment, reduced by expenses directly connecitbdtine production of those items of income, wolsddsubject to income tax at the
maximum corporate rate, currently 35%, under tmediosure property income tax rules of Section BX4) of the IRC. Thus, if a REIT
should lease foreclosure property in exchangedior that qualifies as "rents from real propertytiascribed above, then that rental income is
not subject to the foreclosure property income tax.

Other than sales of foreclosure propenty, @ain we realize on the sale of property helthasntory or other property held primarily for
sale to customers in the ordinary course of busingit be treated as income from a prohibited teati®n that is subject to a penalty tax at a
100% rate. This prohibited transaction income aisy adversely affect our ability to satisfy the 788 95% gross income tests for federal
income tax qualification as a REIT. We cannot pdevassurances as to whether or not the IRS mighessfully assert that one or more of
our dispositions is subject to the 100% penalty kbowever, we believe that dispositions of asdws we have made or that we might mak
the future will not be subject to the 100% pengdty, because we intend to:

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

. engage in the business of developing, owniragsifey and managing our existing properties andiegogudeveloping, owning,
leasing and managing new properties; and

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

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

. our failure to meet the test is due to reasanablise and not due to willful neglect; and

. after we identify the failure, we file a schegldescribing each item of our gross income includebte 75% or 95% gross
income tests for that taxable year.

It is impossible to state whether in all circumstasiwe would be entitled to the benefit of thigefgbrovision for the 75% and 95% gross
income tests. Even if this relief provision doeplgpa 100% tax is imposed upon the greater ofitheunt by which we failed the 75% test or
the amount by which we failed the 95% test, witjuatinents, multiplied by a fraction intended tdeef our profitability. This relief provisic
applies to any failure of the applicable incomégesven if the failure first occurred in a yeaiopto the taxable year in which the failure was
discovered.
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Asset Tests. At the close of each quarter of each taxabe,ywee must also satisfy the following asset petagmtests in order to
qualify as a REIT for federal income tax purposes:

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

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

. Of the investments included in the preceding 25%gtslass, the value of any one non-REIT issuecsrgies that we own
may not exceed 5% of the value of our total assetddition, we may not own more than 10% of th&evor value of any one
non-REIT issuer's outstanding securities, unlesséturities are "straight debt" securities or imtise excepted as discussed
below. Our stock and securities in a TRS are exechfrom these 5% and 10% asset tests.

. No more than 25% (for our 2008 taxable year antleea?0%) of our total assets may be represenyestdrk or securities of
TRSs.

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

In addition, if we fail the 5% value testtbe 10% vote or value tests at the close of arartgr and do not cure such failure within
30 days after the close of that quarter, that failvill nevertheless be excused if (a) the faiisrde minimis and (b) within 6 months after the
last day of the quarter in which we identify théuee, we either dispose of the assets causindgihee or otherwise satisfy the 5% value and
10% vote and value asset tests. For purposessofetief provision, the failure will be "de mininiig the value of the assets causing the
failure does not exceed the lesser of (a) 1% ofdted value of our assets at the end of the refegaarter or (b) $10,000,000. If our failure is
not de minimis, or if any of the other REIT assstt$ have been violated, we may nevertheless gaalif REIT if (a) we provide the IRS w
a description of each asset causing the failujghéfailure was due to reasonable cause and itthtlweglect, (c) we pay a tax equal to the
greater of (1) $50,000 or (2) the highest rateasporate tax imposed (currently 35%) on the nebine generated by the assets causing the
failure during the period of the failure and (d}him 6 months after the last day of the quartexliich we identify the failure, we either
dispose of the assets causing the failure or ofkersatisfy all of the REIT asset tests. Thesefreliovisions apply to any failure of the
applicable asset tests, even if the failure ficstuwred in a year prior to the taxable year in Whtee failure was discovered.

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

We have maintained and will continue tomtein records of the value of our assets to doctim@ncompliance with the above asset
tests, and intend to take actions as may be rafjtoreure any failure to satisfy the tests withihdays after the close of any quarter or within
the six month periods described above.

Our Relationships with Five Star.On December 31, 2001, we and CWH spun off sulisily all of our Five Star common shares. In
August 2009, we closed a mortgage financing withRbderal
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National Mortgage Association, or FNMA, and in cention with the FNMA transaction, we realigned taases with Five Star. Pursuan
the terms of the realignment agreement, we alschaigsed 3,200,000 common shares from Five Starfwhiten aggregated with our prior
ownership of Five Star common shares, then reptedepproximately 9% of the total common shareSiwd Star outstanding
(approximately 8.8% as of December 31, 2012, irinlythe 1,000,000 shares of Five Star common steckurchased from the underwriters
in Five Star's public equity offering of June 201dgtermined after this new issuance. Our leastésRive Star, Five Star's charter, the
transaction agreement governing the 2001 spiraofi,the realignment agreement collectively contagtrictions upon the ownership of Five
Star common shares and require Five Star to refiraim taking any actions that may result in anyliatfon with us that would jeopardize our
qualification as a REIT under the IRC. Accordinglpmmencing with our 2002 taxable year, we exgeattthe rental income we receive ft
Five Star and its subsidiaries will be "rents frogal property” under Section 856(d) of the IRC, #tratefore qualifying income under the
75% and 95% gross income tests described above.

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

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

In lease transactions involving our TRSs, iatent is that the rents paid to us by the TR&8lify as "rents from real property” under the
REIT gross income tests summarized above. In dodehis to be the case, the manager operatintgttsed property on behalf of the
applicable TRS must be an "eligible independentreotor” within the meaning of Section 856(d)(9)@)the IRC, and the properties leased
to the TRS must be "qualified health care propg'ttwthin the meaning of Section 856(e)(6)(D)(i)tbé IRC. Qualified health care proper
are defined as health care facilities and othepgmties necessary or incidental to the use of Htheare facility.

For these purposes, a contractor quakfgean "eligible independent contractor” if it isdghan 35% affiliated with the REIT and, at the
time the contractor enters into the agreement thighTRS to operate the qualified health care ptgp#rat contractor or any person related to
that contractor is actively engaged in the tradeusiness of operating qualified health care pitiggefor persons unrelated to the TRS or its
affiliated REIT. For these purposes, an otherwigghde independent contractor is not disqualiffesin that status on account of the TRS
bearing the expenses of the operation of the dgedlifealth care property, the TRS receiving themees from the operation of the qualified
health care property, net of expenses for thataijper and fees payable to the eligible independentractor, or the REIT receiving income
from the eligible independent contractor pursuard preexisting or otherwise grandfathered leasaother property.

We have engaged as an intended eligiblep@ddent contractor a particular corporate subrsidgiaFive Star with whom we do not have
a rental relationship. This contractor and itsliatis at Five Star are actively engaged in theetiar business of operating qualified health
properties for their own accounts, including purdgita management contracts among themselves ahdling properties that we do not lease
to them; however, this contractor and its affilsateve few if any management contracts for qudlifiealth care properties for third parties
other than us and our TRSs. Based on a plain rgadithe statute as well as applicable legislatiigtory, our counsel,
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Sullivan & Worcester LLP, has opined that this ntted eligible independent contractor should in $actualify. If the IRS or a court
determines that this opinion is incorrect, thenrdmgal income we receive from our TRSs in respégtroperties managed by this particular
contractor would be nonqualifying income for purpe®f the 75% and 95% gross income tests, pogsiahpardizing our compliance with the
95% gross income test. Under those circumstanoeg\er, we expect we would qualify for the grossome tests' relief provision described
above, and thereby would preserve our qualificatiom REIT. If the relief provision below were fply to us, we would be subject to tax
100% rate on the amount by which we failed the @566s income test, with adjustments, multipliedalfyaction intended to reflect our
profitability for the taxable year; even though ave little or no nonqualifying income from othewusces in a typical taxable year, imposi
of this 100% tax in this circumstance could be makéecause to date all of the properties leagsamit TRSs are managed for the TRSs by
this contractor.

As explained above, we will be subject th08% tax if the IRS successfully asserts thatéimés paid by our TRS to us exceed an arm's
length rental rate. Although there is no clear pdent to distinguish for federal income tax purgos@ong leases, management contracts,
partnerships, financings, and other contractuargements, we believe that our leases and our TRSglgement agreements will be
respected for purposes of the requirements ofRizdiscussed above. Accordingly, we expect thatehtal income from our current and
future TRSs will qualify as "rents from real profg't and that the 100% tax on excessive rents foRRS will not apply.

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

(A)  the sum of 90% of our "real estate investment tiwsible income," as defined in Section 857 ofiR@, computed by
excluding any net capital gain and before takinig account any dividends paid deduction for whiehare eligible, and 90%
of our net income after tax, if any, from propemtgeived in foreclosure, over

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

The distributions must be paid in the taxable yeavhich they relate, or in the following taxablesy if declared before we timely file our
federal income tax return for the earlier taxatdaryand if paid on or before the first regularriisttion payment after that declaration. If a
dividend is declared in October, November or Decemntd shareholders of record during one of thoseth®y and is paid during the followi
January, then for federal income tax purposes ithidehd will be treated as having been both paid @teived on December 31 of the prior
taxable year. A distribution which is not pro ratighin a class of our beneficial interests entittec distribution, or which is not consistent
with the rights to distributions among our classkEbeneficial interests, is a preferential disttibn that is not taken into consideration for
purposes of the distribution requirements, and @iegly the payment of a preferential distributioould affect our ability to meet the
distribution requirements. Taking into account distribution policies, including the dividend regstment plan we have adopted, we do not
believe that we have made or will make any prefégikdistributions. The distribution requirementayrbe waived by the IRS if a REIT
establishes that it failed to meet them by reasatistributions previously made to meet the requieats of the 4% excise tax discussed
below. To the extent that we do not distributeoélbur net capital gain and all of our real estat@stment trust taxable income, as adjusted,
we will be subject to federal income tax on undistred amounts.
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In addition, we will be subject to a 4% deductible excise tax to the extent we fail withinalendar year to make required distributions
to our shareholders of 85% of our ordinary income @5% of our capital gain net income plus the sgc# any, of the "grossed up required
distribution" for the preceding calendar year aer amount treated as distributed for that pre@edatendar year. For this purpose, the term
"grossed up required distribution” for any calengisair is the sum of our taxable income for theradde year without regard to the deduction
for dividends paid and all amounts from earlierrgahat are not treated as having been distributelér the provision. We will be treated as
having sufficient earnings and profits to treatatividend any distribution by us up to the amaequired to be distributed in order to avoid
imposition of the 4% excise tax.

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

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

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

Acquisition of C Corporations

On each of January 11, 2002, March 31, 2868 November 1, 2008, we acquired all of thetantling stock of a C corporation. At the
time of those acquisitions, certain of those C oaapions directly or indirectly owned all of thetstanding equity interests in various
corporate and noncorporate subsidiaries. On Octbf2006, we acquired all of the outstanding stafckn S corporation and its disregarded
entity subsidiary, which were formerly C corporasoUpon these acquisitions, each of the acquingtless became either our qualified REIT
subsidiary under Section 856(i) of the IRC or aatiarded entity under Treasury regulations issuel@iuSection 7701 of the IRC. Thus, a
the acquisition, all assets, liabilities and itemhéncome, deduction and credit of the acquiredtiesthave been treated as ours for purposes o
the various REIT qualification tests described a&bdm addition, we generally were treated as tleeesssor to the acquired entities' federal
income tax attributes, such as those entities'séeljutax bases in their assets and their depretisthedules; we were also treated as the
successor to the acquired corporate entities' mgsrand profits for federal income tax purposeanif.

Built-in Gains from C Corporations. As described above, notwithstanding our qualifon and taxation as a REIT, we may still be
subject to corporate taxation in particular circtamses. Specifically, if we acquire an asset frooooration in a transaction in which our
adjusted tax basis in the asset is determinedfbyergce to the adjusted tax basis of that asdbeihands of a present or former C corpora
and if we subsequently recognize gain on the dispof that asset during a specified period (galtg ten years) beginning on the date on
which the asset ceased to be owned by the C cdipaorghen we will generally pay tax at the highesjular corporate tax rate, currently 3
on the lesser of (1) the excess, if any, of thetastir market value over its adjusted tax basish determined as of the time the asset cease
to be owned by the C corporation, or (2) our gaitognized in the disposition. Accordingly, any talgadisposition of an asset so acquired
during the specified period (generally, ten yeam)ld be subject to tax under these rules. Howavehave not disposed, and have no pre
plan or intent to dispose, of any material asseqgiiged in such transactions.
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To the extent of our gains in a taxablerykat are subject to the built-in gains tax ddmliabove, net of any taxes paid on such gains
with respect to that taxable year, our taxableddimids paid to you in the following year will be @uatially eligible for treatment as qualified
dividends that are taxed to our noncorporate Lh&eholders at preferential rates.

Earnings and Profits. A REIT may not have any undistributed C corgioraearnings and profits at the end of any taxgbkr. Upon
the closing of our corporate acquisitions, we sadeé to the undistributed earnings and profitanif, of the acquired and then disregarded
corporate entities. Thus, we needed to distribatesaich earnings and profits no later than theadnde applicable tax year. If we failed to do
so, we would not qualify to be taxed as a REITtfat year and a number of years thereafter, umesare able to rely on the relief provision
described below.

Although Sullivan & Worcester LLP is unalderender an opinion on factual determinationdiaagthe amount of undistributed earni
and profits, we have computed or retained accotmtarcompute the amount of undistributed earnargs profits that we inherited in our
corporate acquisitions. Based on these calculgtisadelieve that we did not inherit any undisttdaliearnings and profits that remained
undistributed at the end of the applicable tax yelamwever, there can be no assurance that the iRvnot, upon subsequent examination,
propose adjustments to our calculation of the uridiged earnings and profits that we inherited|uding adjustments that might be deemed
necessary by the IRS as a result of its examinatidhe companies we acquired. In any such exaimimahe IRS might consider all taxable
years of the acquired entities as open for revimwbirposes of its proposed adjustments. If itlssequently determined that we |
undistributed earnings and profits as of the entth@fapplicable tax year, we may be eligible foelgef provision similar to the "deficiency
dividends" procedure described above. To utilize iblief provision, we would have to pay an ingtreharge for the delay in distributing the
undistributed earnings and profits; in addition, wmauld be required to distribute to our sharehddar addition to our other REIT distributi
requirements, the amount of the undistributed egsand profits less the interest charge paid.

Depreciation and Federal Income Tax Treatment of Lases

Our initial tax bases in our assets wilhgelly be our acquisition cost. We will generallypreciate our depreciable real property on a
straight-line basis over 40 years and our perspregderty over the applicable shorter periods. Thieggeciation schedules may vary for
properties that we acquire through tax-free oryzarer basis acquisitions.

We are entitled to depreciation deductimom our facilities only if we are treated for fedkincome tax purposes as the owner of the
facilities. This means that the leases of the itagesl must be classified for federal income taxpmses as true leases, rather than as sales or
financing arrangements, and we believe this tdbecise. In the case of any sel@seback arrangements, the IRS could assert thedalize:
or will realize prepaid rental income in the yeiporchase to the extent that the value of a legsegerty, at the time of purchase, exceeds or
exceeded the purchase price for that property. &\ believe that the value of leased properthatitne of any such purchase will or did
not exceed the purchase price, because of theofaddkar precedent we cannot provide assurancesvaisether the IRS might successfully
assert the existence of prepaid rental income yrsanh sale-leaseback transaction.

Taxation of U.S. Shareholders

For noncorporate U.S. shareholders, t@#tent that their total adjusted income does noted applicable thresholds, the maximum
federal income tax rate for long-term capital gaind most corporate dividends is generally 15% tRase noncorporate U.S. shareholders
whose total adjusted income exceeds such incorashblds, the maximum federal income tax rate fogiterm capital
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gains and most corporate dividends is generally.288twever, because we are not generally subjefeidieral income tax on the portion of
our REIT taxable income distributed to our shardbdd, dividends on our shares generally are ngibddi for such preferential tax rates. As a
result, our ordinary dividends continue to be taatthe higher federal income tax rates applicablEdinary income. However, the
preferential federal income tax rates for long-teapital gains and for dividends generally apply to

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

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

©)] our dividends attributable to dividends, if anyce®ed by us from C corporations such as TRSs; and

(4) our dividends to the extent attributable to incampen which we have paid federal corporate incomre ta

As long as we qualify as a REIT for fedénglome tax purposes, a distribution to our U.&rsholders that we do not designate as a
capital gain dividend will be treated as an ordjniacome dividend to the extent of our current ccianulated earnings and profits.
Distributions made out of our current or accumuwatarnings and profits that we properly designateapital gain dividends generally will
taxed as long-term capital gains, as discussedv#dothe extent they do not exceed our actuatapital gain for the taxable year. However,
corporate shareholders may be required to tretd 0% of any capital gain dividend as ordinaryoime under Section 291 of the IRC.

In addition, we may elect to retain netitamgain income and treat it as constructivelytritisited. In that case:

(1)  we will be taxed at regular corporate capital ga@nsrates on retained amounts;

(2) each U.S. shareholder will be taxed on itsgieded proportionate share of our retained nettalagains as though that amount
were distributed and designated a capital gairddivi;

3) each U.S. shareholder will receive a credittfbdesignated proportionate share of the takwleapay;

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

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

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

If for any taxable year we designate capiéén dividends for U.S. shareholders, then aiponf the capital gain dividends we designate
will be allocated to the holders of a particulaasd of shares on a percentage basis equal tatihefrthe amount of the total dividends paic
made available for the year to the holders of thegts of shares to the total dividends paid or naaddable for the year to holders of all
classes of our shares. We will similarly desigriateportion of any capital gain dividend that istotaxed to noncorporate U.S. shareholders
at preferential maximum rates (including any cdgjtans attributable to real estate depreciati@mapéure that are subject to a maximum 25%
federal income tax rate) so that the designatiatse proportionate among all classes of our share
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Distributions in excess of current or acalated earnings and profits will not be taxablatd.S. shareholder to the extent that they do
not exceed the shareholder's adjusted tax ba#lig ishareholder's shares, but will reduce the bblder's basis in those shares. To the extent
that these excess distributions exceed the adjbstsid of a U.S. shareholder's shares, they wilhddeded in income as capital gain, with
long-term gain generally taxed to noncorporate Gtfareholders at preferential maximum rates. No §h8reholder may include on his
federal income tax return any of our net operalirsges or any of our capital losses.

If a dividend is declared in October, NovweEmor December to shareholders of record durirggafrthose months, and is paid during the
following January, then for federal income tax msgs the dividend will be treated as having beé¢h paid and received on December 31 of
the prior taxable year. Also, items that are tréaliéferently for regular and alternative minimuaxtpurposes are to be allocated between a
REIT and its shareholders under Treasury regulgtignich are to be prescribed. It is possible thesé Treasury regulations will require tax
preference items to be allocated to our shareh®ldih respect to any accelerated depreciatiorntt@rdax preference items that we claim.

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

For taxable years beginning after Decen3fie2012, U.S. shareholders who are individualsites or trusts are generally required to
a new 3.8% Medicare tax on their net investmeranme (including dividends on and gains from the salether disposition of our shares), or
in the case of estates and trusts on their nestment income that is not distributed, in each ¢tadbe extent that their total adjusted income
exceeds applicable thresholds. For unmarried iddals, estates and trusts, the threshold is $200f60married individuals filing jointly, th
threshold is $250,000; and for married individddisg separately, the threshold is $125,000.

The IRC imposes a penalty for the failar@toperly disclose a "reportable transaction.®partable transaction currently includes,
among other things, a sale or exchange of our shaseilting in a tax loss in excess of (a) $10iamilin any single year or $20 million in any
combination of years in the case of our shares inelal C corporation or by a partnership with onlgdZporation partners or (b) $2 million in
any single year or $4 million in any combinationyefars in the case of our shares held by any pémnership or an S corporation, trust or
individual, including losses that flow through pdissough entities to individuals. A taxpayer disgs a reportable transaction by filing IRS
Form 8886 with its federal income tax return amdhie first year of filing, a copy of Form 8886 mbse sent to the IRS's Office of Tax She
Analysis. The penalty for failing to disclose agepble transaction is generally $10,000 in theeadsa natural person and $50,000 in any
other case.

Noncorporate U.S. shareholders who bortavd$ to finance their acquisition of our sharedate limited in the amount of deductions
allowed for the interest paid on the indebtednassrired. Under Section 163(d) of the IRC, intepestl or accrued on indebtedness incurred
or continued to purchase or carry property heldrfeestment is generally deductible only to theeexbf the investor's net investment incc
A U.S. shareholder's net investment income willude ordinary income dividend distributions receifeom us and, if an appropriate elec
is made by the shareholder, capital gain dividesttidutions and qualified dividends received fras) however, distributions treated as a
nontaxable return of the shareholder's basis willemter into the computation of net investmenbine.
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Taxation of Tax-Exempt Shareholders

Subject to the pension-held REIT rulesased below, our distributions made to shareholtiatsare tax-exempt pension plans,
individual retirement accounts or other qualifyiag-exempt entities should not constitute unrelatedn®ss taxable income, provided that
shareholder has not financed its acquisition ofsliares with "acquisition indebtedness" withintieaning of the IRC, and provided further
that, consistent with our present intent, we dohwdtl a residual interest in a real estate mortgaggestment conduit.

Tax-exempt pension trusts that own more 26 by value of a "pension-held REIT" at any tidogeing a taxable year may be required
to treat a percentage of all dividends receivethftbe pension-held REIT during the year as unrélhtesiness taxable income. This
percentage is equal to the ratio of:

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

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

. the REIT is "predominantly held" by tax-exempngion trusts; and

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

A REIT is predominantly held by tax-exempt pendiarsts if at least one tax-exempt pension trustomre than 25% by value of the
REIT's stock or beneficial interests, or if onemare tax-exempt pension trusts, each owning mane 1#9% by value of the REIT's stock or
beneficial interests, own in the aggregate mora 8@ by value of the REIT's stock or beneficidéirsts. Because of the share ownership
concentration restrictions in our declaration abty we believe that we are not and will not becanpension-held REIT. However, because
our shares are publicly traded, we cannot complethtrol whether or not we are or will become agpen-held REIT.

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

Taxation of Non-U.S. Shareholders

The rules governing the United States faldacome taxation of non-U.S. shareholders areptexy and the following discussion is
intended only as a summary of these rules. If yetaanon-U.S. shareholder, we urge you to consithtyour own tax advisor to determine
the impact of United States federal, state, londlfareign tax laws, including any tax return fgiand other reporting requirements, with
respect to your investment in our shares.

In general, a non-U.S. shareholder wilsbbject to regular United States federal incomdrtdke same manner as a U.S. shareholder
with respect to its investment in our shares if theestment is effectively connected with the ndi$s. shareholder's conduct of a trade or
business in the United
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States (and, if provided by an applicable incomeératy, is attributable to a permanent establesttnor fixed base the non-U.S. shareholder
maintains in the United States). In addition, gpooate non-U.S. shareholder that receives incoategtor is deemed effectively connected
with a trade or business in the United States nisyl@e subject to the 30% branch profits tax urgkstion 884 of the IRC, which is payable
in addition to regular United States federal cogp@income tax. The balance of this discussioh®iinited States federal income taxation of
non-U.S. shareholders addresses only thosdh8nshareholders whose investment in our shamest isffectively connected with the cond

of a trade or business in the United States.

A distribution by us to a non-U.S. shareleolthat is not attributable to gain from the salexchange of a United States real property
interest and that is not designated as a capibaldpadend will be treated as an ordinary inconé@diend to the extent that it is made out of
current or accumulated earnings and profits. Arithistion of this type will generally be subjectmited States federal income tax and
withholding at the rate of 30%, or at a lower riétde non-U.S. shareholder has in the manner ghest by the IRS demonstrated its
entittement to benefits under a tax treaty. Inaghge of any in kind distributions of property, weother applicable withholding agents will
collect the amount required to be withheld by rédgdo cash for remittance to the IRS a sufficigaition of the property that the non-U.S.
shareholder would otherwise receive, and the n@-thareholder may bear brokerage or other costhifowithholding procedure. Because
we cannot determine our current and accumulatedreg and profits until the end of the taxable ygathholding at the rate of 30% or
applicable lower treaty rate will generally be irspd on the gross amount of any distribution toradds. shareholder that we make and do
not designate as a capital gain dividend. Notwathding this withholding on distributions in exce$our current and accumulated earnings
and profits, these distributions are a nontaxadtiern of capital to the extent that they do noteextthe non-U.S. shareholder's adjusted basis
in our shares, and the nontaxable return of capitateduce the adjusted basis in these sharesh&@extent that distributions in excess of
current and accumulated earnings and profits extre=don-U.S. shareholder's adjusted basis intranes, the distributions will give rise to
tax liability if the non-U.S. shareholder would ettvise be subject to tax on any gain from the sakxchange of these shares, as discussed
below. A non-U.S. shareholder may seek a refunah fitee IRS of amounts withheld on distributions im fin excess of our current and
accumulated earnings and profits.

From time to time, some of our distribuBanay be attributable to the sale or exchange dkdibtates real property interests. However,
capital gain dividends that are received by a ndd-Shareholder, as well as dividends attributabteur sales of United States real property
interests, will be subject to the taxation and titlling regime applicable to ordinary income divide and the branch profits tax will not
apply, provided that (1) these dividends are rembiwith respect to a class of shares that is "egtyufraded" on a domestic "established
securities market" such as the New York Stock ERgkaor the NYSE, both as defined by applicablea3uey regulations, and (2) the non-
U.S. shareholder does not own more than 5% ofdhat of shares at any time during the one-yeaogending on the date of distribution of
the applicable capital gain and United Statespeagberty interest dividends. If both of these pstais are satisfied, qualifying non-U.S.
shareholders will not be subject to withholdindeiton capital gain dividends or on dividends #ratattributable to our sales of United St
real property interests as though those amounts aféectively connected with a United States tradeusiness, and qualifying non-U.S.
shareholders will not be required to file UnitedtSs federal income tax returns or pay branchtsrtek in respect of these dividends. Inst
these dividends will be subject to United Stateefal income tax and withholding as ordinary dividg, currently at a 30% tax rate unless
reduced by applicable treaty, as discussed beldtvodgh there can be no assurance in this regardyelieve that our common shares have
been and will remain "regularly traded" on a donee®stablished securities market" within the megrof applicable Treasury regulations;
however, we can provide no assurance that our skdlecontinue to be "regularly traded" on a dotie%established securities market" in
future taxable years.
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Except as discussed above, for any yeahioh we qualify as a REIT, distributions that at&ibutable to gain from the sale or excha
of a United States real property interest are tagednon-U.S. shareholder as if these distribstiware gains effectively connected with a
trade or business in the United States conductdteébgon-U.S. shareholder. Accordingly, a non-@iareholder that does not qualify for the
special rule above will be taxed on these amourttseanormal capital gain and other tax rates apple to a U.S. shareholder, subject to any
applicable alternative minimum tax and to a speali@rnative minimum tax in the case of nonresidgien individuals; such a non-U.S.
shareholder will be required to file a United S¢aftiederal income tax return reporting these amoewesn if applicable withholding is impos
as described below; and such a non-U.S. sharehtblaleis also a corporation may owe the 30% brammofits tax under Section 884 of the
IRC in respect of these amounts. We or other agiplecwithholding agents will be required to withthétom distributions to such non-U.S.
shareholders, and remit to the IRS, 35% of the mawi amount of any distribution that could be destgd as a capital gain dividend. In
addition, for purposes of this withholding rulewié designate prior distributions as capital gaudénds, then subsequent distributions up to
the amount of the designated prior distributionk bé treated as capital gain dividends. The amo@iany tax withheld is creditable against
the non-U.S. shareholder's United States fedecahire tax liability, and the non-U.S. shareholdey filla for a refund from the IRS of any
amount of withheld tax in excess of that tax liepil

A special "wash sale" rule applies to a-tb8. shareholder who owns any class of our shi(gsthe shareholder owns more than 5%
of that class of shares at any time during theyms-period ending on the date of the distributieacribed below, or (2) that class of our
shares is not, within the meaning of applicablea$tey regulations, "regularly traded" on a domée&tatablished securities market" such as
the NYSE. Although there can be no assurance snrdfgard, we believe that our common shares haase dred will remain "regularly traded"
on a domestic "established securities market" withe meaning of applicable Treasury regulatiohssadiscussed above; however, we can
provide no assurance that our shares will continlee "regularly traded" on a domestic "establisbeclrities market" in future taxable yei
We thus anticipate this wash sale rule to applst #ll, only to a notd.S. shareholder that owns more than 5% of eithecommon shares
any class of our preferred shares. Such au@-shareholder will be treated as having madeash sale" of our shares if it (1) disposes ¢
interest in our shares during the 30 days precetii@@x-dividend date of a distribution by us ttmit, for such disposition, would have been
treated by the non-U.S. shareholder in whole quairt as gain from the sale or exchange of a UrSitates real property interest, and then
(2) acquires or enters into a contract to acquselstantially identical interest in our sharetheziactually or constructively through a related
party, during the 61-day period beginning 30 daysrgo the ex-dividend date. In the event of saalash sale, the non-U.S. shareholder will
have gain from the sale or exchange of a UniteteSt@al property interest in an amount equalégtbrtion of the distribution that, but for
the wash sale, would have been a gain from thessa®change of a United States real property éisteAs discussed above, a non-U.S.
shareholder’s gain from the sale or exchange afitetl States real property interest can triggerdiased United States taxes, such as the
branch profits tax applicable to non-U.S. corpamasi and increased United States tax filing requemgs.

If for any taxable year we designate capiéén dividends for our shareholders, then a partf the capital gain dividends we designate
will be allocated to the holders of a particulaasd of shares on a percentage basis equal tatihefrthe amount of the total dividends paic
made available for the year to the holders of thets of shares to the total dividends paid or nea@éable for the year to holders of all
classes of our shares.

Tax treaties may reduce the withholdinggailons on our distributions. Under some treatiesyever, rates below 30% that are
applicable to ordinary income dividends from Unifatdtes corporations may not apply to ordinary inealividends from a REIT or may
apply only if the REIT
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meets certain additional conditions. A non-U.Srshalder must generally use an applicable IRS Ro#8, or substantially similar form, to
claim tax treaty benefits. If the amount of taxhhi¢ld with respect to a distribution to a ndrs. shareholder exceeds the shareholder's U
States federal income tax liability with respectte distribution, the non-U.S. shareholder mag fiir a refund of the excess from the IRS.
The 35% withholding tax rate discussed above oresoapital gain dividends corresponds to the maxirmaome tax rate applicable to
corporate nod.S. shareholders but is higher than the curresfepential maximum rates on capital gains geneggliylicable to noncorpora
non-U.S. shareholders. Treasury regulations algeige special rules to determine whether, for psgsoof determining the applicability of a
tax treaty, our distributions to a non-U.S. shalééiothat is an entity should be treated as pattiécentity or to those owning an interest in
that entity and whether the entity or its ownees emtitled to benefits under the tax treaty. Indhse of any in kind distributions of property,
we or other applicable withholding agents will haweollect the amount required to be withheld égucing to cash for remittance to the IRS
a sufficient portion of the property that the norBUshareholder would otherwise receive, and tmelh&. shareholder may bear brokerage or
other costs for this withholding procedure.

NonU.S. shareholders should generally be able to amatunts we designate as retained but construgtilisiributed capital gains in t
same manner as actual distributions of capital daiitlends by us. In addition, a non-U.S. sharetiotdhould be able to offset as a credit
against its federal income tax liability the progamate share of the tax paid by us on such retiaing constructively distributed capital gains.
A non-U.S. shareholder may file for a refund frdm tRS for the amount that the non-U.S. sharehslgeoportionate share of tax paid by us
exceeds its federal income tax liability on thestauctively distributed capital gains.

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

Information reporting and backup withholglimay apply to distributions or proceeds paid toghareholders under the circumstances
discussed below. The backup withholding rate isenly 28%. Amounts withheld under backup withholglare generally not an additional
tax and may be refunded by the IRS or creditedragjéie shareholder's federal income tax liabilitythe case of any in kind distributions of
property by us to a shareholder, we or other agplewithholding agents will have to collect anypligable backup withholding by reducing
to cash for remittance to the IRS a sufficient jporof the property that our shareholder would othige receive, and the shareholder may
brokerage or other costs for this withholding paae.

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

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

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

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

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

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

Increased reporting obligations are schetith be imposed on non-United States financidittiti®ns and other non-United States
entities for purposes of identifying accounts ameestments held directly or indirectly by Unitect®s persons. The failure to comply with
these additional information reporting, certificatiand other specified requirements could resuitithholding tax being imposed on
payments of dividends and sales proceeds to appdichareholders or intermediaries. Specificall§0& withholding tax is imposed on
dividends on and gross proceeds from the saleher alisposition of our shares paid to a foreigatiicial institution or to a foreign
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nonfinancial entity, unless (1) the foreign finaddnstitution undertakes applicable diligence agwbrting obligations or (2) the foreign
nonfinancial entity either certifies it does novbany substantial United States owners or fursisthentifying information regarding each
substantial United States owner. In addition, & playee is a foreign financial institution, it geally must enter into an agreement with the
United States Treasury that requires, among oltiegs, that it undertake to identify accounts Hjdapplicable United States persons or
United States-owned foreign entities, annually reppecified information about such accounts, aitdhwld 30% on payments to
noncertified holders. Pursuant to Treasury regoati such withholding applies only to dividendsdpa or after January 1, 2014, and to
"withholdable payments" (including payments of grpsoceeds from a sale or other disposition ofshares) made on or after January 1,
2017. If you hold our shares through a non-Unite&dtes intermediary or if you are a non-United Stgterson, we urge you to consult your
own tax advisor regarding foreign account tax coamue.

Other Tax Consequences

Our tax treatment and that of our sharedrsldnay be modified by legislative, judicial or adistrative actions at any time, which actit
may be retroactive in effect. The rules dealingwigderal income taxation are constantly underesg\ly Congress, the IRS and the United
States Treasury, and statutory changes, new régnaatevisions to existing regulations and reviggerpretations of established concepts are
issued frequently. Likewise, the rules regarding$aother than federal income taxes may also befimddNo prediction can be made as to
the likelihood of passage of new tax legislatiortirer provisions, or the direct or indirect effeatus and our shareholders. Revisions to tax
laws and interpretations of these laws could agemsffect the tax or other consequences of ansinvent in our shares. We and our
shareholders may also be subject to taxation lg,dtacal or other jurisdictions, including thosewhich we or our shareholders transact
business or reside. These tax consequences mag momparable to the federal income tax conseqseatiseussed above.

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

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

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

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

. they have authority to acquire our shares uttteapplicable governing instrument and Title E6fISA; and
. the investment is otherwise consistent withrtfiduciary responsibilities.

Trustees and other fiduciaries of an ER&% may incur personal liability for any loss suffd by the plan on account of a violation of
their fiduciary responsibilities. In addition, tleeBduciaries may be subject to a civil penaltyupfto 20% of any amount recovered by the |
on account of a violation. Fiduciaries of any indisal retirement account or annuity, or IRA, RO®A tax-favored account (such as an
Archer MSA, Coverdell education savings accourttealth savings account), Keogh Plan or other dedlifetirement plan not subject to T
| of ERISA, or non-ERISA plans, should considerttaglan may only make investments that are authdrby the appropriate governing
instrument.

Fiduciaries considering an investment insrcurities should consult their own legal ad\gsbthey have any concern as to whether the
investment is consistent with the foregoing crdeor is
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otherwise appropriate. The sale of our securities plan is in no respect a representation by aspmunderwriter of the securities that the
investment meets all relevant legal requirementk véispect to investments by plans generally orpanticular plan, or that the investment is
appropriate for plans generally or any particulanp

Prohibited Transactions

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

"Plan Assets" Considerations

The United States Department of Labor kagdd a regulation defining "plan assets." Thela¢ign generally provides that when an
ERISA or non-ERISA plan acquires a security thatrisquity interest in an entity and that secusityeither a "publicly offered security" nor
a security issued by an investment company regigtender the Investment Company Act of 1940, andets the ERISA plan's or non-
ERISA plan's assets include both the equity intexed an undivided interest in each of the undegyissets of the entity, unless it is
established either that the entity is an operatomgpany or that equity participation in the enlifybenefit plan investors is not significant.

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

The regulation provides that a securityniglely held" only if it is part of a class of sedies that is owned by 100 or more investors
independent of the issuer and of one another. Heweavsecurity will not fail to be "widely held" t@use the number of independent inves
falls below 100 subsequent to the initial publitedhg as a result of events beyond the issuerir@o We believe our common shares have
been and will remain widely held, and we expectdlme to be true of any class of preferred shhegsste may issue, but we can give no
assurances in this regard.

The regulation provides that whether a gicis "freely transferable” is a factual questiomnbe determined on the basis of all relevant
facts and circumstances. The regulation furtheviges that, where a security is part of an offeimgvhich the minimum investment is
$10,000 or less, some restrictions on transfemardy will not, alone or in combination, affecfiading that these securities
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are freely transferable. The restrictions on transhumerated in the regulation as not affectiag) finding include:

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

. any requirement that advance notice of a transfassignment be given to the issuer and any regeinéthat either the
transferor or transferee, or both, execute docuatient setting forth representations as to compéanmith any restrictions on
transfer that are among those enumerated in theatéan as not affecting free transferability, inging those described in the
preceding clause of this sentence;

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

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

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

Assuming that each class of our shareshgillwidely held" and that no other facts and ainstances exist that restrict transferability of
these shares, we have received an opinion of aursad, Sullivan & Worcester LLP, that our sharel mat fail to be "freely transferable" for
purposes of the regulation due to the restrictmm$ransfer of our shares under our declaratianust and that under the regulation each class
of our currently outstanding shares is publiclyeoffd and our assets will not be deemed to be ‘gdaats" of any ERISA plan or non-ERISA
plan that acquires our shares in a public offerirtgs opinion is conditioned upon certain assumpsiand representations, as discussed abov
in "Federal Income Tax Considerations—Taxation BREST."

ltem 1A. Risk Factors.

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

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

As of December 31, 2012, Five Star pays@pmately 44.2% of our total annualized rentaldm®e and operates approximately 60.5¢
our total assets, at cost (less impairments). Btee has not been consistently profitable sinbedame a public company in 2001. Also, w
Five Star has access to a $35.0 million revolving bf credit maturing in March 2013 and a $150illian revolving
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credit facility maturing in April 2015, Five Staak limited resources and substantial lease ohbbigatio us and others. Five Star's business is
subject to a number of risks, including the follogi

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

. Medicare and Medicaid payments account for sofifdve Star's total revenues. A reduction in thesgment rates or a failure
of these payment rates to match Five Star's costases may materially and adversely affect Fiag St

. Current general economic conditions may adverdédgtaFive Star's operations. For example, tigkddrmarket conditions
may make it more expensive for Five Star to actlessvorking capital it requires for its operatioBémilarly, recent housing
price declines may make it more difficult for paiahresidents of our properties operated by Fitar ® sell their homes,
causing these persons to defer relocating to Ri@ésSsommunities and therefore reducing Five Startupancies, revenues
and operating income;

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

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

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

. Extensive regulation applicable to Five Star's hess increases Five Star's costs and may reda#ses.

If Five Star's operations are unprofitablize Star may default in its rent obligations ®ar we may realize reduced income from our
Managed Communities. Additionally, if Five Star weo fail to provide quality services, our incomenfi these properties may be adversely
affected. Further if we were required to replacgeF$tar as our tenant or manager, this could resslgnificant disruptions at the affected
properties and declines in our income and cashsflow

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

Wages and employee benefits represeninéisant part of our senior living operating expessincurred by communities leased to our
TRSs. Five Star, our manager of these communi@apetes with other operators of senior living camities and rehabilitation hospitals to
attract and retain qualified personnel responditii¢he day to day operations of each of these conities. The market for qualified nurses,
therapists and other healthcare professionalgtdyhcompetitive. Periodic and geographic areatslgais of nurses or other trained personnel
may require Five Star to increase the wages anefit@nffered to its employees in order to attraud retain these personnel or to hire more
expensive temporary personnel. Also, Five Star hease to compete with numerous other employersefesdr skilled workers. As we lease
additional communities to our TRSs, Five Star, manager of these communities, may be requiredyioraeased compensation or offer
other incentives to retain key personnel and oghgployees. Employee benefits costs, including eygaldealth insurance and workers'
compensation insurance costs, have materially &se in recent years. Although Five Star has déteudrits self insurance reserves with
guidance from third party professionals, its reesmnay be inadequate. Increasing employee healtlvarkers' compensation insurance ¢
and increasing self insurance reserves for labate® insurance may materially and negatively affex earnings at our Managed
Communities. We cannot assure that labor costardtlanaged Communities will not increase or that imerease will be matched by
corresponding increases in rates charged to rdsid&ny significant failure by Five Star to conttabor costs or to
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pass on any such increased labor costs to resittentggh rate increases at our Managed Communitiekl have a material adverse effect on
our business, financial condition and results aragions.

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

State regulations governing assisted lidagnmunities typically require a written residegteement with each resident. Most of these
regulations also require that each resident hazeigit to terminate these assisted living residggméements for any reason on reasonable
notice. Consistent with these regulations, mostiees agreements at our Managed Communities ak®idents to terminate their agreements
on 30 days' notice. Thus, Five Star may be unabb®mtract with assisted living residents to stanyidnger periods of time, unlike typical
apartment leasing arrangements that involve legieements with terms of up to a year or longea. lHrge number of residents elected to
terminate their resident agreements at or arousi@dime time, our revenues and earnings from oualygghCommunities could be materially
and adversely affected. In addition, the advanges af senior living residents at our Managed Conitias makes the resident turnover rate
in these senior living communities difficult to piet.

Some of our tenants and managers are faced with sidicant potential litigation and rising insurance costs that not only affect their
ability to obtain and maintain adequate liability and other insurance, but also may affect their abity to pay their lease payments and
fulfill their insurance and indemnification obligations to us.

In some states, advocacy groups monitoqtiadity of care at SNFs and assisted and indepetidang communities, and these groups
have brought litigation against operators. Alscséreral instances, private litigation by SNF pateassisted and independent living
community residents or their families have succdeédavinning very large damage awards for allegeglect. The effect of this litigation au
potential litigation has been to materially incre#ise costs of monitoring and reporting qualitafe compliance incurred by some of our
tenants and managers. The cost of liability andica¢dhalpractice insurance has increased and matynce to increase so long as the pre
litigation environment in many parts of the Unitgthtes continues. This may affect the ability ahemf our tenants and managers to obtain
and maintain adequate liability and other insuraamog manage their related risk exposures. In aohdit causing some of our tenants and
managers to be unable to fulfill their insuranoglemnification and other obligations to us undeirtteases and thereby potentially exposing
us to those risks, these litigation risks and costdd cause some of our tenants and managerstmgeunable to pay rents due to us.

The failure of our tenants or our managers to compl with laws relating to the operation of our tenans' and managers' communities
may have a material adverse effect on the abilityf@ur tenants to pay us rent, the profitability of our Managed Communities and the
values of our properties.

We and our tenants and managers are subjecimpacted by extensive, frequently changedgfal, state and local laws and
regulations. Some of these laws and regulatiorisdec state and local licensure laws; laws protgctionsumers against deceptive practices;
laws relating to the operation of our propertied how our tenants and managers conduct their apesasuch as fire, health and safety laws
and privacy laws; federal and state laws affectiogmunities that participate in Medicaid and SNEdgral and state laws affecting
hospitals, clinics, and other healthcare commuitiat participate in both Medicare and Medicadat thandate allowable costs, pricing,
reimbursement procedures and limitations, qualityenvices and care, food service and physicaltgjaasident rights laws (including abuse
and neglect laws) and fraud laws; anti-kickback phgsician referral laws; the ADA and similar statel local laws; and safety and health
standards set
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by the Occupational Safety and Health Administratd/e and our tenants and managers expend sigrtifieaources to maintain compliance
with these laws and regulations, and respondiragyoallegations of noncompliance also results énekpenditure of significant resources. If
we or our tenants or managers fail to comply wit applicable legal requirements, or are unabkute deficiencies, certain sanctions may
be imposed and, if imposed, may adversely affectenants' ability to pay their rent, the profitépiof affected Managed Communities and
the values of our properties. Further, changekeérrégulatory framework could have a material aglyeffect on the ability of our tenants to
pay us rent, the profitability of our Managed Conmities and the values of our properties.

We and our tenants and managers are relgtaireomply with federal and state laws governimg privacy, security, use and disclosur:
individually identifiable information, includingriiancial information and PHI. Under HIPAA, we and s&nants and managers are required to
comply with the HIPAA privacy rule, security stamds, and standards for electronic healthcare tddioses. State laws also govern the
privacy of individual health information, and thdaws are, in some jurisdictions, more stringeantkIPAA. Other federal and state laws
govern the privacy of individually identifiable mrfimation. If we or our tenants or managers faddoply with applicable federal or state
standards, we or they could be subject to civitians and criminal penalties, which could matéyiahd adversely affect our business,
financial condition and results of operations.

The operations of some of our communities are depdant upon payments from the Medicare and Medicaid pgrams.

As of December 31, 2012, approximately 98%ur NOI was generated from properties where gritya of the NOI is derived from
private resources, and the remaining 7% of our W&d generated from properties where a majoritheMNOI was derived from Medicare
and Medicaid reimbursements. Operations at mostiddezland Medicaid dependent properties curremtidyce sufficient cash flow to pay
our allocated rents, but operations at certaithe$é properties do not. Even at properties wheeetlan a majority of the revenues come f
Medicare or Medicaid payments, a reduction in quEyments can materially adversely affect profitsesult in losses to our tenants. With
background of the current federal budget deficit ather federal priorities and continued challeggtate fiscal conditions, there have been
numerous recent legislative and regulatory act@rnsroposed actions with respect to federal Medieanrd state Medicaid rates and federal
payments to states for Medicaid programs. If anithéoextent Medicare or Medicaid rates are redficed current levels, or if rate increases
are less than increases in operating costs, swigeb could have a material adverse effect ontitigyaf our tenants to pay rent to us, the
profitability of our Managed Communities and théuess of our properties. In addition, the reventnes tve or our tenants receive from
Medicare and Medicaid may be subject to statutad/r@gulatory changes, retroactive rate adjustmestsvery of program overpayments or
set-offs, administrative rulings and policy inteafations, and payment delays, all of which coubldehea material adverse effect on the ability
of our tenants to pay rent to us and on the piafitp of our Managed Communities.

Pursuant to the Budget Control Act of 20th#, federal budget has included automatic spendidgctions due to take effect in March
2013, including reductions of up to 2% to Medicpreviders. The impact of these automatic paymet# may be materially adverse to our
tenants' and our operations.

Provisions of the ACA could adversely affect us oour tenants and managers.

The ACA contains insurance changes, payrieamges and healthcare delivery systems changekate affected, and will continue to
affect, us, our tenants and managers. ProvisiottseeofACA include multiple reductions to the annmnarket basket updates for inflation that
may result in SNF and IRF Medicare payment raté@sgdess than for the preceding fiscal year. Weusrable to predict how the continued
Medicare rate reductions under the ACA will affeat tenants' and our managers'
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future financial results of operations; howevee #ffect may be adverse and material and hencessedaad material to our future financial
condition and results of operations.

The ACA also establishes an Independentrieay Advisory Board to submit legislative propogal€ongress and take other actions
with a goal of reducing Medicare spending growttheW and if such spending reductions take effeey thay be adverse and material to our
tenants' ability to pay rent to us, the profitapibbf our Managed Communities and the values ofppaperties. The ACA includes other
changes that may affect us, our tenants and ouageais, such as enforcement reforms and Medicardaditaid program integrity control
initiatives, new compliance, ethics and public [tisare requirements, initiatives to encourage tnetbpment of home and community based
long term care services rather than institutioeabises under Medicaid, value-based purchasingspdadl a Medicare post-acute care pilot
program to develop and evaluate making a bundlgthpat for services, including hospital, physici8NF and IRF services, provided during
an episode of care. Changes to be implemented tmel&CA resulting in reduced payments for servizethe failure of Medicare, Medicaid
or insurance payment rates to cover increasing @mstld adversely and materially affect the abibtyur tenants to pay rent to us, the
profitability of certain of our Managed Communitiasd the values of our properties.

The U.S. economy has recently experienced a recessand the recovery to date has been slow, unsteadyd incomplete.

The U.S. economy has recently experienaegession and the recovery to date has been siwteady and incomplete, which has
created volatile market conditions, resulted ireardase in availability of credit and led to theolwency, closure or acquisition of a numbe
financial institutions. While the markets currenglyow signs of stabilizing, it remains unclear witem economy will fully recover to pre-
recession levels. Continued economic weaknes®il/t8. economy generally or a new recession wakedlyladversely affect our financial
condition and that of our tenants, and could implaetability of our tenants to pay rent to us.

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

Because federal income tax laws restridffTREnNd their subsidiaries from operating propsrtiee do not manage our senior living
communities. Instead, we lease our communitiep&rating companies or to our subsidiaries thatifyua$ a TRS under applicable REIT tax
laws. We have retained Five Star to manage comiegriltat are leased to our TRSs. Our income fronpmperties may be adversely
affected if our tenants or managers fail to provgdelity services and amenities to residents tref fail to maintain quality service. While
we monitor our tenants' and managers' performameebave limited recourse under our leases and geament agreements if we believe t
the tenants or managers are not performing addguBtglure by our tenants or managers to fullyfpen the duties agreed to in our leases
and management agreements could adversely affeceésuits of operations. In addition, our tenamt$ enanagers manage, and in some case:
own or have invested in, properties that competk aur properties, which may result in conflictsmrest. As a result, our tenants have in
the past made, and may in the future make, decsegarding competing properties that are not arldvoot be in our best interests.

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

We lease two rehabilitation hospitals teeFbtar. Medicare pays a significant amount of nees at these rehabilitation hospitals.
Pursuant to the 60% Rule, at least 60% of an IRk inpatient population must require intensigbabilitation services associated with
treatment of at least one of thirteen designatedicaéconditions in order for the facility to beaskified as an IRF by the Medicare progral
Five Star were unable to remain in compliance With60% Rule, or CMS
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determined that it were non-compliant in a prioaryeéhese hospitals could be subject to Medicatkassification as a different type of
provider. As a result of this, Five Star could iigedower Medicare payment rates retroactively mrspectively, and such reductions could
materially and adversely affect Five Star's abiiitypay rent to us. In addition, if Congress weredise the 60% Rule to a higher percentage,
as the Obama Administration has proposed in thegrasmay propose in the future, it would be mafcdlt for Five Star to maintain its
compliance with the rule. Further, retroactive &idf Medicare claims submitted by IRFs and othewiders are expanding, and CMS is
recouping amounts paid for services determineduojt@rs not to have been medically necessary otaoteet Medicare criteria for coverage
as billed. If Five Star's rehabilitation hospitelsre required to make substantial retroactive reqgants to Medicare, its ability to pay rent tc
could be materially and adversely affected.

Risks Related to Our Business

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

The performance of the U.S. healthcaresirgthas historically been correlated with the perfance of the U.S. economy in general.
From 2008 through 2012, the U.S. economy expersimificant weakness due primarily to weaknegfiénhousing market, reduced
consumer and business spending and constraineitl mi@dkets. As a result, the U.S. healthcare ingugtnerally, and our senior living
properties specifically, experienced declines ioupancy, revenues and profitability in 2012 thatexpected to continue into 2013 and
potentially beyond 2013. For example, the contiguihallenging housing market has appeared to ce#ite ability or willingness of seniors
to sell their houses, resulting in some seniorgglotating to our senior living properties, digmeary medical expenditures are often
deferred during weak economic periods causing safimer MOB tenants to reduce their space needstendperations at our wellness
centers may be adversely impacted by deterioraiogomic conditions if consumers reduce discretipepending for wellness activities. If
the ongoing economic weakness in the United Stairnues or worsens, our operating and finaneislts likely will decline.

We may be unable to access the capital necessaryépay our debts, invest in our properties or fundacquisitions.

To retain our status as a REIT, we areireduo distribute at least 90% of our annual RE&Xable income (excluding capital gains) and
satisfy a number of organizational and operatioegliirements to which REITs are subject. Accordingle generally will not be able to
retain sufficient cash from operations to repaytsleibvest in our properties or fund acquisitio@sir business and growth strategies depend,
in part, upon our ability to raise additional capit reasonable costs to repay our debts, inmestri properties and fund acquisitions. Bec:
of the volatility in the availability of capital thusinesses on a global basis and the increasatllitpin most debt and equity markets
generally, our ability to raise reasonably pricagital is not guaranteed; we may be unable to raasonably priced capital because of
reasons related to our business or for reasonsbeyar control, such as market conditions. If we @mable to raise reasonably priced capital,
our business and growth strategies may fail andnag be unable to remain a REIT.
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Increasing interest rates may adversely affect usna the value of an investment in our shares.

Interest rates are currently at historichlv levels and may increase. Increasing inter@sss may adversely affect us and the value of ar
investment in our shares, including in the follogvimays:

. Amounts outstanding under our revolving creditligcbear interest at variable interest rates. Wimterest rates increase, so
will our interest costs, which could adversely affeur cash flow, ability to pay principal and iréet on debt, cost of
refinancing debt when it becomes due and our ghdimake or sustain distributions to our shareéidAdditionally, if we
choose to hedge our interest rate risk, we carssaira that the hedge will be effective or thatlwedging counterparty will
meet its obligations to us.

. An increase in interest rates could decrease tlruanbuyers may be willing to pay for our propestithereby reducing the
market value of our properties and limiting ourliépto sell properties or to obtain mortgage finary secured by our
properties. Further, increased interest rates rffagt&vely increase the cost of properties we agto the extent we utilize
leverage for those acquisitions and may resultriedaction in our acquisitions to the extent weumdthe amount we offer to
pay for properties, due to the effect of increase¢etrest rates, to a price that sellers may notjgicc

. We expect to make regular distributions to our shalders. When interest rates on debt investmemiitahle to investors rise,
the market prices of distribution paying securité®n decline. Accordingly, if interest rates ridge market price of our shares
may decline.

Our properties and their operations are subject textensive regulations.

Various governmental authorities mandateaage physical characteristics of senior housingperties, hospitals, clinics, other health care
communities and biotech laboratories. Changesas End regulations relating to these matters mawire significant expenditures. Our
leases, other than our MOB leases, and our manayergeeements generally require our tenants or geasdo maintain our properties in
compliance with applicable laws and regulationsl we expend resources to monitor their compliakicavever, our tenants or managers
neglect maintenance of our properties if they suff@ncial distress. Under some of our leaseshae agreed to fund capital expenditures in
return for rent increases. Our available finangaburces or those of our tenants or managers maysbfficient to fund the expenditures
required to operate our properties in accordantie agplicable laws and regulations. If we fund éhespenditures, our tenants' financial
resources may be insufficient to satisfy their @ased rental payments to us.

Licensing, Medicare and Medicaid laws abksguire our tenants who operate senior living comitres, hospitals, clinics and other
healthcare communities to comply with extensivadéads governing their operations. In additiontaiarlaws prohibit fraud by senior living
operators, hospitals and other healthcare comnesniticluding civil and criminal laws that prohifaise claims in Medicare, Medicaid and
other programs and that regulate patient referhialilecent years, the federal and state governniiaws devoted increasing resources to
monitoring the quality of care at senior living commnities and to anti-fraud investigations in hezdile operations generally. The ACA also
facilitates the Department of Justice's abilityrieestigate allegations of wrongdoing or fraud BFS. When violations of anti-fraud, false
claims, anti-kickback or physician referral laws @&entified, federal or state authorities may isgoivil monetary damages, treble damages,
repayment requirements and criminal sanctions.tHeale communities may also be subject to liceegeaation or conditional licensure and
exclusion from Medicare and Medicaid participat@rconditional participation. When quality of cateficiencies or improper billing are
identified, various laws may authorize civil morgnalties or fines; the suspension, modificatiomegocation a license or
Medicare/Medicaid participation; the suspensiodemial of admissions of residents; the denial ghpents in full or in part; the
implementation of state oversight, temporary maneagd or
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receivership; and the imposition of criminal peigsit We, our tenants and managers receive notfgastential sanctions from time to time,
and governmental authorities impose such sanctionstime to time on our communities which our tetsaand managers operate. If our
tenants or managers are unable to cure deficiemtieh have been identified or which are identifiedhe future, these sanctions may be
imposed, and if imposed, may adversely affect emants' ability to pay rents to us and our abibtydentify substitute tenants or managers.
Federal and state requirements for change in doritieealthcare communities, including, as applieabpprovals of the proposed operatol
licensure, CON, and Medicare and Medicaid partidgpe may also limit or delay our ability to findilsstitute tenants or managers. If any of
our tenants or managers becomes unable to openapgaperties, or if any of our tenants becomeslento pay its rent because it has viol:
government regulations or payment laws, we may rapee difficulty in finding a substitute tenantroanager or selling the affected prop:
for a fair and commercially reasonable price, drevialue of an affected property may decline mallgri

Various laws administered by the FDA antkotagencies regulate the operations of our tethat®perate biotech laboratories that
develop, manufacture, market or distribute pharmtcas or medical devices. Once a product is apaipthe FDA maintains oversight of
the product and its developer and can withdravapizroval, recall products or suspend their prodacimpose or seek to impose civil or
criminal penalties on the developer or take otletinas for the developer's failure to comply wietgulatory requirements, including anti-
fraud, false claims, anti-kickback or physicianereél laws. Other concerns affecting our biotediotatory tenants include the potential for
subsequent discovery of safety concerns and religitgation, ensuring that the product qualifies feimbursement under Medicare, Medicaid
or other federal or state programs, cost contibhiives of payment programs, the potential fagétion over the validity or infringement of
intellectual property rights related to the prodtice eventual expiration of relevant patents d&edneed to raise additional capital. The cost of
compliance with these regulations and the risksrilesd in this paragraph, among others, could adgiaffect the ability of our biotech
laboratory tenants to pay rent to us.

Our acquisitions may not be successful.

An element of our business plan involvesahquisition of additional properties. We canrsstugie that we will be able to consummate
attractive acquisition opportunities or that aciigas we make will be successful. We might enceunnanticipated difficulties and
expenditures relating to any acquired propertiesvi acquired properties might require significem@nagement attention that would
otherwise be devoted to our ongoing business. Vightmiever realize the anticipated benefits of agussitions. Notwithstanding pre-
acquisition due diligence, we do not believe tha possible to fully understand a property befois owned and operated for an extended
period of time. For example, we could acquire gprty that contains undisclosed defects in desigronstruction. In addition, after our
acquisition of a property, the market in which #&weguired property is located may experience undgegezhanges that adversely affect the
property's value. The occupancy of propertieswheaacquire may decline during our ownership, amdsrer returns that are in effect or
expected at the time a property is acquired malirdethereafter. Also, our property operating cdstsacquisitions may be higher than we
anticipate and acquisitions of properties may neldythe returns we expect and, if financed usialgt@r new equity issuances, may result in
shareholder dilution. For these reasons, among%tbar business plan to acquire additional pragerhay not succeed or may cause us to
experience losses.

We face significant competition and we may be unaélto profit from our Managed Communities.

We face significant competition for acqti@i opportunities from other investors, includimgplicly traded and private REITSs, numerous
financial institutions, individuals and public apdvate
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companies. Because of competition, we may be uriapte may pay a significantly increased purchasee to, acquire a desired property.
Some of our competitors may have greater finaraadl management resources than we have.

In addition, our leased properties, patéidy our MOBs, face competition for tenants. Sarnenpeting properties may be newer, better
located or more attractive to tenants. Competing@rties may have lower rates of occupancy thapmperties, which may result in
competing owners offering available space at lawats than we offer at our properties. This contipetimay affect our ability to attract and
retain tenants and may reduce the rents we ara@blearge.

Furthermore, as the owner and managermoMamaged Communities, our TRSs and Five Star céenpith numerous other companies
that provide senior living and rehabilitation hdapservices, including home healthcare companidsother real estate based service
providers. Although some states require certifisateneed to develop new SNFs and assisted livangneunities, there are fewer barriers to
competition for home healthcare or for independemnt assisted living services. We cannot assurethal RSs and Five Star will be able to
attract a sufficient number of residents to our Bgad Communities or that they will be able to atteanployees and keep wages and other
employee benefits, insurance costs and other opgratpenses at levels which will allow our Manag@ammunities to compete successfully
or to operate profitably.

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

Our business is highly competitive and wpeet that it may become more competitive in thiart We compete with a number of
publicly traded and private REITs, numerous finahgistitutions, individuals and public and priva@mpanies who are actively engaged in
our business, some of which are larger and hasaericost of capital than we do. In the past, gkriof economic recession in the economy
generally have sometimes caused some investoostis bn healthcare and healthcare real estatetineets because some investors believe
these types of investments may be less affectegbbgral economic circumstances than most othesimeants. These developments could
result in increased competition for investmentgdieinvestment opportunities available to us angelospreads over our cost of our capital,
all of which would limit our ability to grow our siness and improve our financial results.

Competition from new communities may adversely affet some of our communities.

Until recently, a large number of new aesidiving properties were being developed. In nsbates these properties are subject to less
stringent regulations than nursing homes and canad@ with comparatively fewer personnel and atgamatively lower costs. As a result of
offering newer accommodations at equal or lowets;dkese assisted living properties and otheosdiming alternatives, including home
healthcare, often attract persons who would hageipusly become nursing home residents. Many ofébilents attracted to new assisted
living properties were the most profitable nurshigne patients, since they paid higher rates thatiddal or Medicare would pay and they
required lesser amounts of care. Historically estatjuirements of obtaining certificates of needaweelop new properties have somewhat
protected nursing homes from competition; howeremy states are eliminating these barriers. Alseret are few regulatory barriers to
competition for home healthcare or for independet assisted living services. These competitiveofadave caused some nursing homes
which we own to decline in value. This decline ncaptinue as assisted living communities or othéey care alternatives, such as home
healthcare, expand their businesses. Each of pante of our senior living communities faces similaks. These competition risks may
prevent our tenants and managers from maintainimgy@roving occupancy at our properties, which rirmyease the risk of default under «
leases and adversely affect the profitability of Blanaged Communities.
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When we renew leases or lease to new tenants of dOBs our rents may decline and our expenses maydrease and changes in
tenants' requirements for leased MOB space may adweely affect us.

When we renew leases or lease to new tedaiur MOBs we may receive less rent than weeaily receive from existing tenants at
our MOBs. Market conditions may require us to lower rents to retain tenants at our MOBs. Wheneasé to new tenants or renew leases
for our MOBs we may have to spend substantial atsofian leasing commissions, tenant improvementstioer tenant inducements. Many of
our leases for our MOBs are specially suited topuicular business of our tenants. Because {hwegeerties have been designed or
physically modified for a particular tenant, if therrent lease is terminated or not renewed, we Imeagquired to renovate the property at
substantial costs, decrease the rent we charg®widp other concessions in order to lease thegstppo another tenant. MOB tenants have
been generally increasingly seeking to increasie $ipace utilization under their leases, includiaducing the amount of square footage per
employee at leased properties, which may reducdeaheand for leased space. If a significant numbsuch events occur, our income and
cash flow may materially decline and our abilitymake regular distributions to our shareholders bejeopardized.

Our failure or inability to meet certain terms of our revolving credit facility agreement would adversly affect our business and may
prevent us from making distributions to our sharehdders.

Our revolving credit facility agreement lides various conditions to our borrowing and wvasiinancial and other covenants and events
of default. We may not be able to satisfy all af¢b conditions or may default on some of theser@s for various reasons, including
matters which are beyond our control. If we areblm&o borrow under our revolving credit facilitye may be unable to meet our business
obligations or to grow by buying additional propest or we may be required to sell some of our @riigs. If we default under our revolving
credit facility agreement at a time when borrowetbants are outstanding, our lenders may demand diateepayment, and if we default
under our revolving credit facility, our lendersyraect to not make further borrowings availableiso Any default under our revolving cre
facility agreement would likely have serious anderde consequences to us and would likely causm#inket price of our shares to materi
decline and may prevent our making distributionsuo shareholders.

In the future, we may obtain additional diéancing, and the covenants and conditions whighly to any such additional indebtedness
may be more restrictive than the covenants anditons contained in our revolving credit facilitg@ement.

Ownership of real estate is subject to environmentand climate change risks.

Ownership of real estate is subject tosria&sociated with environmental hazards. We mdiable for environmental hazards at, or
migrating from, our properties, including thoseatesl by prior owners or occupants, existing tenattstters or other persons. Various
federal and state laws impose liabilities upon propowners, such as us, for any environmental g@sarising at, or migrating from,
properties they own or occupy, and we cannot aghateve will not be held liable for environmenitaestigation and clean up at, or near,
properties, including at sites we own and leassutatenants. As an owner or previous owner of prtiggewhich contain environmental
hazards, we also may be liable to pay damagesviergmental agencies or third parties for costsa@ardages they incur arising from
environmental hazards at, or migrating from, owperties. Moreover, the costs and damages whicharmsg from environmental hazards
often difficult to project and may be substantial.

We believe any asbestos in our propersie®ntained in accordance with current regulatiand, we have no current plans to remove it.
If we removed the asbestos or demolished thesespies,
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certain environmental regulations govern the mamamich the asbestos must be handled and remaveldwe could incur substantial costs
complying with such regulations.

The current political debate about climeitange has resulted in various treaties, laws emualations which are intended to limit carbon
emissions. We believe these laws being enactetbpoped may cause energy costs at our propertiesrigase. Laws enacted to mitigate
climate change may make some of our buildings @bear cause us to make material investments ipaperties which could materially
and adversely affect our financial condition angutes of operations. For more information regardiighate change matters and their pos:
adverse impact on us, please see "Managementsd3iea and Analysis of Financial Condition and Resaf Operations—Impact of
Climate Change."

Real estate ownership creates risks and liabilities

In addition to the risks related to envimental hazards and climate change, our businesgbject to other risks associated with real
estate ownership, including:

. the illiquid nature of real estate markets, whiahits our ability to sell our assets rapidly topead to changing market
conditions;

. the subjectivity of real estate valuations ahdrges in such valuations over time;

. property and casualty losses;

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

governmental regulations, including the ADA,;

. legislative and regulatory developments that magupet the federal, state and local levels thaeldikect or indirect impact ¢
the ownership, leasing and operation of our prap&rand

. litigation incidental to our business.
We have substantial debt obligations and may incuadditional debt.

As of December 31, 2012, we had $2.0 billimdebt outstanding, which was 43.1% of our tbtadk capitalization. Our note indenture
and revolving credit facility agreement permit msl@ur subsidiaries to incur additional debt, idahg secured debt. If we default in paying
any of our debts or honoring our debt covenantsaly create one or more cross defaults, our debysha accelerated and we could be fol
to liquidate our assets for less than the valuesvaudd receive in a more orderly process.

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

We rely on information technology netwogksl systems, including the Internet, to proceasstnit and store electronic information and
to manage or support a variety of our businessgss®s, including financial transactions and maartee of records, which may include
personal identifying information of tenants, resitieand lease data. We rely on commercially avigilaystems, software, tools and
monitoring to provide security for processing, swanitting and storing this confidential informaticauch as individually identifiable
information relating to financial accounts. Althduge have taken steps to protect the securityeofittta maintained in our information
systems, it is possible that our security measaiksot be able to prevent the systems' impropeicfioning, or the improper disclosure of
personally identifiable information such as in évent of cyber attacks. Security breaches, inclugimysical or electronic breaks, compute
viruses, attacks by hackers and similar breaclscieate system disruptions, shutdowns or unaa#tbdisclosure of confidential
information. Any failure to maintain proper funatiosecurity and availability of our information
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systems could interrupt our operations, damageaputation, subject us to liability claims or regpolry penalties and could materially and
adversely affect us.

Changes in lease accounting standards may materigland adversely affect us.

The Financial Accounting Standards Boarsl fr@posed accounting rules that would require @mgs to capitalize all leases on their
balance sheets by recognizing a lessee's rightstaightions. If the proposal is adopted in itsreat form, many companies that account for
certain leases on an "off balance sheet" basisdMoeirequired to account for such leases "on balaheet.” This change would remove m
of the differences in the way companies accounbvemed property and leased property, and could bawaterial affect on various aspects of
our tenants' businesses, including their creditityuand the factors they consider in deciding wigetto own or lease properties. If the
proposal is adopted, it could cause companiedehae properties to prefer shorter lease termem) ieffort to reduce the leasing liability
required to be recorded on their balance sheetspitposal could also make lease renewal opti@ssatractive, as, under certain
circumstances, the rule would require a tenanssoime that a renewal right will be exercised amdugeca liability relating to the longer lease
term.

Risks Related to Our Relationshipswith RMR and Five Star
We are dependent upon RMR to manage our business d@implement our growth strategy.

We have no employees. Personnel and serthe¢ we require are provided to us under corgnaith RMR. Our ability to achieve our
business objectives depends on RMR and its abilitpanage our properties, identify and complete aeguisitions for us and to execute our
financing strategy. Accordingly, our business ipefedent upon RMR's business contacts, its abdigutcessfully hire, train, supervise and
manage its personnel and its ability to maintarofterating systems. If we lose the services peavity RMR or its key personnel, our
business and growth prospects may decline. We mayhble to duplicate the quality and depth of rganeent available to us by becomir
self managed company or by hiring another managso, in the event RMR is unwilling or unable tontimue to provide management
services to us, our cost of obtaining substituteises may be greater than the fees we pay RMRrumgtemanagement agreements, and as a
result our expenses may increase.

Our management structure and agreements and relatisships with RMR may restrict our investment activites and may create
conflicts of interest or the perception of such cdiicts.

RMR is authorized to follow broad operatangd investment guidelines and, therefore, hasatisa in determining the types of
properties that will be appropriate investmentsu®ras well as our individual operating and inwvesit decisions. Our Board of Trustees
periodically reviews our operating and investmauitiglines and our operating activities and investi:iéut it does not review or approve
each decision made by RMR on our behalf. In adudljtio conducting periodic reviews, our Board of gtees relies primarily on information
provided to it by RMR. RMR is beneficially owned byr Managing Trustees, Barry M. Portnoy and AdanfP@rtnoy.

In our management agreements with RMR, eke@wledge that RMR manages other businessesdingdour other NY SE-listed
REITs, and is not required to present us with itmesit opportunities that RMR determines are withminvestment focus of another
business managed by RMR. RMR has discretion taméte which investment opportunities to presenid@r to other businesses it
manages. Accordingly, we may lose investment opipities to, and may compete for tenants with obusinesses managed by RMR. We
have also agreed with RMR to first offer any prdypénat we determine to sell and that is within phimcipal investment focus of another
REIT
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managed by RMR to such REIT prior to entering smg sale or other disposition arrangement witheesf such property.

RMR also acts as the manager for four dSE-listed REITs: CWH, which primarily owns angdeyates commercial office and
industrial buildings; HPT, which owns hotels aravil centers; GOV, which owns properties that aagnty leased to government tenants;
and SIR, a majority owned subsidiary of CWH whisHdcused on owning and investing in net leasegjlsitenant properties. RMR also
provides services to other publicly and privatelyned companies, including Five Star, our largesame, TA, which operates and franchises
travel centers, and Sonesta, which operates, maregkfranchises hotels, resorts and cruise shifese multiple responsibilities to public
companies and other businesses could create caimpédir the time and efforts of RMR and Barry Morfhoy and Adam D. Portnoy. Also,
RMR's multiple responsibilities to us, Five Stad@WH may create potential conflicts of interestthe appearance of such conflicts of
interest. Our transaction agreements with Five &tarCWH have restrictions on our right to makeestinents in properties that are within
the investment focus of those other businessesddition, we participate with RMR, GOV, HPT, CWHRSFive Star and TA in a combined
insurance program through AIC, an Indiana insurameepany. Along with RMR, GOV, HPT, CWH, SIR, Fi@ar and TA, we have
invested in AIC, and all of our Trustees are divexof AlC.

Barry M. Portnoy is Chairman and an empéogeRMR, and Adam D. Portnoy is President, Chieddtitive Officer and a director of
RMR. All of the members of our Board of Trusteesluding our Independent Trustees, are membera@bo more boards of trustees or
directors of other companies to which RMR providemagement services. All of our executive offiGes also executive officers of RMR,
and David J. Hegarty, our President and Chief Qreyfficer, is also a director of RMR. The forégg individuals may hold equity in or
positions with other companies to which RMR progigieanagement services. Such equity ownership agitiqms by our Trustees and
officers could create, or appear to create, casflif interest with respect to matters involving RMR and its related parties.

Our management agreements with RMR were negotiatebletween related parties and may not be as favorabte us as they would hav
been if negotiated between unrelated parties.

We pay RMR fees based in part upon thehdstl cost of our investments (including acquasitcosts) which at any time may be mor
less than the fair market value of those investsehe gross rents we collect from tenants anddkseof construction we incur at our
properties which is supervised by RMR, plus anritive fee based upon certain increases in our fénods operations, or FFO, per share (as
defined in our management agreements with RMR)."Basiness—Manager." Our fee arrangements with RM&d encourage RMR to
advocate acquisitions of properties, to undertakestuction activities or to overpay for acquigioor construction. These arrangements may
also encourage RMR to discourage our sales of piepeOur management agreements were negotiategde related parties, and the tel
including the fees payable to RMR, may not be aerf#ble to us as they would have been were thegtizggd on an arm's length basis
between unrelated parties.

Our management agreements with RMR may discourageuo change of control.

Termination of our management agreemerits RIMR would be a default under our revolving ctddcility unless approved by a
majority of our lenders. RMR is able to termindterhanagement agreements with us if we experiecbarge of control. We may be unable
to duplicate, without considerable cost increagesquality and depth of management available toyusontracting with RMR if we becom:
self managed company or if we contract with unealdhird parties. For these reasons, our managesges¢ments with RMR may discour
a change of control of us, including a change aticd which might result in payment of a premium your common shares.
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The potential for conflicts of interest as a resulbf our management structure may provoke dissiderghareholder activities that result
in significant costs.

In the past, in particular following pergodf volatility in the overall market or declingsthe market price of a company's securities,
shareholder litigation, dissident shareholder #estominations and dissident shareholder propbsaks often been instituted against
companies alleging conflicts of interest in busgésalings with affiliated and related persons emtities. Our relationships with RMR, Five
Star, AIC, the other businesses and entities tehvRMR provides management services, Barry M. Bgramd Adam D. Portnoy and RMR's
affiliates may precipitate such activities. Thestvities, if instituted against us, could resultsubstantial costs and a diversion of our
management's attention.

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

Five Star was originally organized as alvssdiary. We distributed substantially all our &i8tar ownership to our shareholders on
December 31, 2001. One of our Managing TrusteesBislry Portnoy, serves as a managing directoived Btar. RMR provides
management services to both us and Five Star. Beoémber 31, 2012, our leases with Five Star ateduor 44.2% of our annual rents.
of December 31, 2012, Five Star also managed 36rdering communities which are leased to our TRSthe future, we expect to do
additional business with Five Star. We believe thatcurrent leases, management contracts and lmtisaress dealings with Five Star were
entered on commercially reasonable terms and thvatistorical, continuing and increasing businesalidgs with Five Star have been
beneficial to us. Our transactions with Five Stavénbeen approved by our Independent Trustees;yeswmecause of the historical and
continuing relationships which we have with FivarSeach of our historical, continuing and expagdinsiness dealings may not be on the
same or as favorable terms as we might achieveantitlird party with whom we do not have such relaghips.

We may experience losses from our business dealingih Affiliates Insurance Company.

We have invested approximately $5.2 millio\IC, we have purchased substantially all owpegrty insurance in a program designed
and reinsured in part by AIC, and we are curreimiestigating the possibilities to expand our tielsghip with AIC to other types of
insurance. We, RMR, Five Star and five other congmato which RMR provides management services eatch12.5% of AIC, and we and
those other AIC shareholders participate in a caedbinsurance program designed and reinsured irbpakIC. Our principal reason for
investing in AIC and for purchasing insurance iest programs is to seek to improve our financillts by obtaining improved insurance
coverages at lower costs than may be otherwisdadl@ito us or by participating in any profits winive may realize as an owner of AIC.
These beneficial financial results may not occod we may need to invest additional capital in otdecontinue to pursue these results. A
business involves the risks typical of an insurameginess, including the risk that it may not opegofitably. Accordingly, our anticipated
financial benefits from our business dealings WitE may be delayed or not achieved, and we may réxpee losses from these dealings.

Risks Related to Our Organization and Structure

Ownership limitations and anti-takeover provisionsin our declaration of trust, bylaws and rights agrement, as well as certain
provisions of Maryland law, may prevent our sharehtders from receiving a takeover premium or from imgementing changes.

Our declaration of trust prohibits any stenrlder other than CWH, RMR and their affiliatesnfrowning (directly and by attribution)
more than 9.8% of the number or value of sharesgfclass or series of our outstanding sharesra#fldal interest, including our common
shares. This provision of
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our declaration of trust is intended to assist witin REIT compliance under the IRC and otherwisprtamote our orderly governance.
However, this provision also inhibits acquisitiafsa significant stake in us and may prevent a ghan our control. Additionally, many
provisions contained in our declaration of trusd &glaws and under Maryland law may further detmspns from attempting to acquire
control of us and implement changes that may befisal to our shareholders, including, for exammplvisions relating to:

. the division of our Trustees into three clasgé#) the term of one class expiring each yearcWitiould delay a change of
control;
. shareholder voting rights and standards for thetiele of Trustees and other provisions which regjlarger majorities for

approval of actions which are not approved by auisiees than for actions which are approved byl oustees;

. required qualifications for an individual to seaga Trustee and a requirement that certain of nustees be "Managing
Trustees" and other Trustees be "Independent TEsists defined in our governing documents;

. limitations on the ability of our shareholdessaropose nominees for election as Trustees ammbpeoother business to be
considered at a meeting of our shareholders;

. limitations on the ability of our shareholders émnove our Trustees;

. the authority of our Board of Trustees, and notshareholders, to adopt, amend or repeal our bydado fill vacancies on
our Board of Trustees;

. the fact that only our Board of Trustees may dadireholder meetings and that shareholders arentiied to act without a
meeting;
. because of our ownership of AIC, we are an iaisce holding company under applicable state laegraingly, anyone who

intends to solicit proxies for a person to servers of our Trustees or for another proposal ofrfass not approved by our
Board of Trustees may be required to receive prarahce from the concerned insurance regulatods; an

. the authority of our Board of Trustees to adoptaieramendments to our declaration of trust wittehareholder approval,
including the authority to increase or decreasentiraber of authorized common shares, to createcfesses or series of she
(including a class or series of shares that coaldydor prevent a transaction or a change in ontrobthat might involve a
premium for our common shares or otherwise beérbist interests of our shareholders), to increadecrease the number of
shares of any class, and to classify or reclassifyunissued shares from time to time by settinchanging the preferences,
conversion or other rights, voting powers, reswoits, limitations as to distributions, qualificat®or terms or conditions of
redemption of our common shares or any new clasharfes created by our Board of Trustees.

We maintain a rights agreement wherebyhénevent a person or group of persons acquiresdr%ore of our outstanding common
shares, our shareholders, other than such persgnowp, will be entitled to purchase additionalrelsaor other securities or property at a
discount. In addition, certain provisions of Marydalaw may have an anti-takeover effect. For athete reasons, our shareholders may be
unable to realize a change of control premium for @f our shares they own or otherwise effect angkaf our policies or a change in our
control.

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

Our declaration of trust limits the liabyliof our Trustees and officers to us and our di@ders for money damages to the maximum
extent permitted under Maryland law. Under curidatyland
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law, our Trustees and officers will not have ampliiity to us and our shareholders for money damadgieer than liability resulting from:

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

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

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

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

Our contracts with Five Star, CWH and RMR pravitlat any dispute arising under those contractsheaeferred to binding arbitratic
Similarly, our bylaws provide that actions by obhaseholders against us or against our Trusteesféindrs, including derivative and class
actions, may be referred to binding arbitration.a&®sult, we and our shareholders may not betalgarsue litigation for these disputes in
courts against Five Star, CWH, RMR or our Trusteresfficers. In addition, the ability to collectatneys' fees or other damages may be
limited in the arbitration, which may discourag®ateys from agreeing to represent parties wistongpmmence such a proceeding.

We may change our operational, financing and investent policies without shareholder approval and we rmy become more highly
leveraged, which may increase our risk of defaultider our debt obligations.

Our Board of Trustees determines our oferal, financing and investment policies and mayador revise our policies, including our
policies with respect to our intention to qualify taxation as a REIT, acquisitions, dispositigrewth, operations, indebtedness,
capitalization and distributions, or approve trantisems that deviate from these policies, withoubge of, or notice to, our shareholders. Pc
changes could adversely affect the market vallmiotommon shares and our ability to make distidimstto our shareholders. Further, our
organizational documents do not limit the amourpencentage of indebtedness, funded or otherwiaewe may incur. Our Board of
Trustees may alter or eliminate our current potinyborrowing at any time without shareholder apptol this policy changed, we could
become more highly leveraged, which could resuétrinncrease in our debt service costs. Higherégeealso increases the risk of default on
our obligations. In addition, a change in our irtmeant policies, including the manner in which wieedte our resources across our portfolio
or the types of assets in which we seek to inveay, increase our exposure to interest rate risk,agtate market fluctuations and liquidity
risk.
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Risks Related to Our Taxation
The loss of our tax status as a REIT for U.S. fedalincome tax purposes could have significant advee consequences.

As a REIT, we generally do not pay federad state income taxes. However, actual qualiboatis a REIT under the IRC depends on
satisfying complex statutory requirements, for wahicere are only limited judicial and administratimterpretations. We believe that we have
been organized and have operated, and will continbbe organized and to operate, in a manner taifigd and will continue to qualify us
to be taxed under the IRC as a REIT. However, weaibe certain that, upon review or audit, the WRISagree with this conclusion.
Furthermore, there is no guarantee that the federsdrnment will not someday eliminate REITs urtierIRC.

Maintaining our status as a REIT will reguis to continue to satisfy certain tests conogrramong other things, the nature of our
assets, the sources of our income and the amoentkstvibute to shareholders. In order to meetehequirements, it may be necessary for us
to sell or forego attractive investments.

If we cease to be a REIT, then our abitlityaise capital might be adversely affected, wiebwi in breach under our revolving credit
facility, we may be subject to material amountseaferal and state income taxes and the value ofltanes likely would decline. In addition,
if we lose or revoke our tax status as a REIT ftoable year, we will generally be prevented fremualifying as a REIT for the next four
taxable years.

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

Dividends payable by U.S. corporationsdagorporate shareholders, such as individualststarsd estates, are generally eligible for
reduced tax rates. Distributions paid by REITSs, &éesv, generally are not eligible for this reducatér The more favorable rates for corporate
dividends may cause investors to perceive thatstmvent in REITs is less attractive than investniemion-REIT entities that pay dividends,
thereby reducing the demand and market price ofbares.

REIT distribution requirements could adversely affect our ability to execute our business plan.

We generally must distribute annually aste90% of our taxable income, subject to certdjusaments and excluding any net capital
gain, in order for federal corporate income taxtoapply to earnings that we distribute. To theekthat we satisfy this distribution
requirement, but distribute less than 100% of axable income, we will be subject to federal cogp®income tax on our undistributed
taxable income. We intend to make distributionsuoshareholders to comply with the REIT requiretaef the IRC. In addition, we will be
subject to a 4% nondeductible excise tax if the@cmount that we pay out to our shareholderscalendar year is less than a minimum
amount specified under federal tax laws.

From time to time, we may generate taxaideme greater than our income for financial reipgrpurposes prepared in accordance with
U.S. generally accepted accounting principles, AAB, or differences in timing between the recogmitof taxable income and the actual
receipt of cash may occur. If we do not have otheds available in these situations we could baired to borrow funds on unfavorable
terms, sell investments at disadvantageous pricdswibute amounts that would otherwise be inegsh future acquisitions to make
distributions sufficient to enable us to pay oubegh of our taxable income to satisfy the REITriisition requirement and to avoid corpol
income tax and the 4% excise tax in a particular.y€hese alternatives could increase our cogtsdurce our shareholders' equity. Thus,
compliance with the REIT requirements may hinderatility to grow, which could adversely affect th@ue of our shares.
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Even if we qualify and remain qualified as a REIT,we may face other tax liabilities that reduce our ash flow.

Even if we qualify and remain qualified taxation as a REIT, we may be subject to ceredlefal, state and local taxes on our income
and assets, including taxes on any undistributednie, excise taxes, state or local income, progartiytransfer taxes, such as mortgage
recording taxes, and other taxes. See "Businesserllddicome Tax Considerations—Taxation as a RBA dddition, in order to meet the
REIT qualification requirements, prevent the redtign of certain types of nonash income, or avert the imposition of a 100%thax applie
to certain gains derived by a REIT from dealer propor inventory, we may hold some of our assats@perations through our TRS or other
subsidiary corporations that will be subject topmate level income tax at regular rates. Any eSthtaxes would decrease cash available for
distribution to our shareholders.

If arrangements involving our TRSs fail to comply & intended with the REIT qualification and taxationrules, we may fail to qualify as
a REIT or be subject to significant penalty taxes.

We lease certain of our properties to dR6F pursuant to arrangements that, under the IRGni@nded to qualify the rents we receive
from our TRSs as income that satisfies the REI'Bgincome tests. We also intend that our trangatioth our TRSs be conducted on arm's
length bases so that we and our TRSs will not bgestto penalty taxes under the IRC applicableispriced transactions. While relief
provisions can sometimes excuse REIT gross incesteng failures, in such cases significant peraftgs can be imposed.

For our TRS arrangements to comply as aedrwith the REIT qualification and taxation rulesler the IRC, a number of requirements
must be satisfied, including:

. our TRSs may not directly or indirectly operateraanage a health care facility, as defined by thg; IR

. the leases to our TRSs must be respected as &sesléor federal income tax purposes and not aEsemontracts,
partnerships, joint ventures, financings, or otigpes of arrangements;

. the leased properties must constitute qualifiealth care properties (including necessary odemttial property) under the IRC;

. the leased properties must be managed and egevatbehalf of the TRSs by independent contragthrsare less than 35%
affiliated with us and who are actively engagedh@ve affiliates so engaged) in the trade or bgsiné managing and
operating qualified health care properties for pessunrelated to us; and

. the rental and other terms of the leases mustrb&s &ngth.

There can be no assurance that the IR our will agree with our assessment that our BR8&ngements comply as intended with
applicable REIT qualification and taxation rulésafrangements involving our TRSs fail to complhirdended, we may fail to qualify as a
REIT or be subject to significant penalty taxes.

Risks Related to Our Securities

We cannot assure that we will continue to make digbutions to our shareholders, and distributions wemay make may include a
return of capital.

We intend to continue to make regular qréytdistributions to our shareholders. However:

. our ability to make distributions will be adversalffected if any of the risks described hereingthver significant adverse
events, occur;

. our making of distributions is subject to complianeith restrictions contained in our revolving dtddcility agreement and
our note indenture; and
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. any distributions will be made in the discretionoof Board of Trustees and will depend upon varfaagsors that our Board of
Trustees deems relevant, including our resultgefations, our financial condition, debt and equéapital available to us, our
expectation of our future capital requirements, BEO, our Normalized FFO, restrictive covenantsunfinancial or other
contractual arrangements (including those in ouolkéng credit facility agreement), tax law requirents to maintain our
status as a REIT and restrictions under Maryland la

For these reasons, among others, ourllisioh rate may decline or we may cease makingilgigions. Also, our distributions may
include a return of capital.

Any notes we may issue will be effectively subordated to the debts of our subsidiaries and our secad debt.

We conduct substantially all of our busmdwough, and substantially all of our properties owned by, our subsidiaries. Consequently,
our ability to pay debt service on our outstandiotes and any notes we issue in the future wildggendent upon the cash flow of our
subsidiaries and payments by those subsidiaries &s dividends or otherwise. Our subsidiarieseparate legal entities and have their own
liabilities. Payments due on our outstanding nadesl, any notes we may issue, are, or will be, gifely subordinated to liabilities of our
subsidiaries, including guaranty liabilities. Mastour subsidiaries have guaranteed our revolvieditfacility but none of our subsidiaries
guaranty our outstanding notes. In addition, adefember 31, 2012, our subsidiaries had $719.0omitif secured debt. Our outstanding
notes are, and any notes we may issue will begteftdy subordinated to any secured debt with régamour assets pledged to secure those
debts.

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

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

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

Generally, any notes we may issue will lmewa issue for which no trading market currentlisesx We may not list our notes on any
securities exchange or seek approval for priceajiaots to be made available through any automaitethtjon system. We cannot assure that
an active trading market for any of our notes eAist in the future. Even if a market develops,liheidity of the trading market for any of
our notes and the market price quoted for any seths may be adversely affected by changes inwath market for fixed income
securities, by changes in our financial performarcgrospects, or by changes in the prospects BT Ror for the senior living industry
generally.

Rating agency downgrades may increase our cost cifital.

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

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

At December 31, 2012, we had real estatesiments totaling $5.2 billion, at undepreciatestcafter impairment write downs, in 392
properties. At December 31, 2012, 58 propertieb ait aggregate cost of $1.2 billion and an aggeecmtrying value of $1.0 billion were
mortgaged or subject to capital lease obligatioitk an aggregate principal balance of $719.0 nmillio

The following table summarizes some infaiotaabout our properties as of December 31, 281l 2ollar amounts are in thousands:

Number of Undepreciated Net Book

Location of Properties by State Properties Carrying Value Value

Alabama 6 $ 40,40 $ 35,63t
Arizona 10 124,14¢ 90,95!
California 25 627,67 553,46!
Colorado 12 68,66 51,407
Connecticu 2 9,46 9,04¢
Delaware 6 90,79: 69,72«
Florida 30 602,35¢ 498,54.
Georgia 20 206,53¢ 187,19!
Hawaii 1 66,81¢ 66,12
Idaho 2 15,32¢ 15,15
lllinois 7 112,88t 92,71¢
Indiana 12 140,55! 123,44
lowa 6 14,28¢ 8,11¢
Kansas 4 57,96« 46,10
Kentucky 9 95,42: 66,16:
Maryland 15 305,58 263,61t
Massachuseti 22 267,59 226,75:
Michigan 5 16,83¢ 12,63t
Minnesots 8 102,00¢ 92,91:
Mississippi 2 13,08t 11,13
Missouri 2 14,17 13,02(
Nebraske 13 61,90¢ 50,14:
Nevada 1 52,35¢ 50,92
New Hampshire 1 23,65¢ 22,59¢
New Jerse! 4 109,20: 93,32!
New Mexico 10 108,21 94,68¢
New York 7 202,35 194,34!
North Carolinz 13 146,99¢ 136,00:
Ohio 4 47,79: 35,50¢
Oklahoma 4 28,33¢ 26,12¢
Pennsylvani: 22 188,83: 154,29¢
Rhode Islanc 1 10,59¢ 9,45¢
South Caroling 21 160,59: 146,32:
South Dakot: 3 7,58¢ 3,74:
Tennesse 12 69,28¢ 59,34¢
Texas 24 412,09! 347,35.
Virginia 19 209,62: 166,05¢
Washingtor 2 14,96 12,23
Washington, D.C. 2 63,50 60,02:
Wisconsin 21 264,57: 231,94«
Wyoming 2 8,251 4,12
Total 392 $ 5,183,30 $4,432,40.

Of the properties listed above, 260 aréogdiving communities, two are rehabilitation hasgs, 120 are MOBs and 10 are wellness
centers.

Item 3. Legal Proceedings.
None.

Item 4. Mine Safety Disclosures.



Not applicable.
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PART Il
ltem 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases &quity Securities.

Our common shares are traded on the NY$@&ksl: SNH). The following table sets forth for theriods indicated the high and low sale
prices for our common shares as reported in theEBNE8mposite Transactions reports:

High Low
2011
First Quarte! $ 2466 $ 21.2¢
Second Quarte $ 245 § 225t
Third Quartel $ 24.6¢ $§ 19.0¢
Fourth Quarte $ 2322 $ 20.1%
High Low
2012
First Quarte! $ 23.0¢ $ 21.3(C
Second Quarte $ 2232 $ 19.8¢
Third Quartel $ 247C $ 21.5:
Fourth Quarte $ 23.7¢ $ 21.2¢

The closing price of our common shareshenNYSE on February 15, 2013 was $25.18 per share.

As of February 15, 2013, there were appnaely 2,040 shareholders of record, and we estithat as of such date there were
approximately 111,700 beneficial owners of our camrshares.

Information about distributions declarecctomnmon shareholders is summarized in the tab@ab&ommon share distributions to our
shareholders are generally paid in the quarteoviotig the quarter to which they relate.

Distributions per
Common Share

2012 2011
First Quarte! $ 03 $ 0.37
Second Quarte $ 03 $ 0.37
Third Quartel $ 03¢ $ 0.3¢
Fourth Quarte $ 03¢ $ 0.3¢

All common share distributions shown in thble above have been paid, except for the qiyadestribution for the fourth quarter of
2012, which we expect to pay on or about Febru@r2@13. We currently intend to continue to deckard pay common share distributions
on a quarterly basis. However, distributions arelenat the discretion of our Board of Trustees autfs that our Board of Trustees consider
in making distribution determinations include oarr@ngs, Normalized FFO, cash available for distiiin, financial condition, capital mark
conditions, growth prospects and other factors witiey deem relevant.

Item 6. Selected Financial Data.

The following table sets forth selectedafinial data for the periods and dates indicatechawative results are affected by property
acquisitions and dispositions during the periodsagh This data should be read in conjunction waild is qualified in its entirety by
reference to "Management's Discussion and Anabfdisnancial Condition and Results of Operationsd ¢he
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consolidated financial statements and accompamtgs included in this Annual Report on Form 1(kKllars are in thousands, except per
share information.

2012 2011 2010 2009 2008
Income Statement Data:
Rental income $ 460,81 $ 422,16t $ 340,11: $ 297,39¢ $ 233,43f
Residents fees and

services?) 184,03: 27,85: — — —
Net income@) 135,88: 151,41 116,48t 109,71! 106,51
Common distributions

declared® 266,58 232,84 191,38 177,23¢ 153,46:
Weighted average share

outstanding 169,17¢ 149,57 128,09. 121,86: 105,13:
Per Common Share

Data:
Net income@®) $ 0.8 $ 1.01 $ 091 $ 09C $ 1.01
Cash distributions

declared to common

shareholder&) 1.5¢ 1.5C 1.4¢ 1.4% 1.4¢

Balance Sheet Data:
Real estate properties, a

undepreciated cost, ne

of impairment losse $ 5,183,30 $ 4,721,59. $ 3,761,71: $ 3,317,98. $ 2,807,25!
Total asset 4,748,00; 4,383,04 3,392,65! 2,987,921 2,496,87.
Total indebtednes 2,006,53! 1,827,38! 1,204,89! 1,042,21! 730,43:
Total shareholders' equi 2,646,56! 2,472,601 2,127,97 1,900,65! 1,731,35

Q) We earn our residents fees and services pitiniar providing housing and services to our reside We recognize
residents fees and services as services are pdovide

2 Includes an impairment of assets charge of $3.lomi{$0.02 per share) and loss on early extinguesfit of debt of
$6.3 million ($0.04 per share) in 2012. Includesmapairment of assets charge of $2.0 million ($(Qo@t share) and loss
on early extinguishment of debt of $427,000 (I&ss1t$0.01 per share) in 2011. Includes an impaitwieassets charge
of $6.0 million ($0.05 per share) and loss on earffnguishment of debt of $2.4 million ($0.02 saare) in 2010.
Includes an impairment of assets charge of $15l5m{$0.13 per share) in 2009. Includes an impaint of assets
charge of $8.4 million ($0.08 per share) in 2008.

€)) Includes a loss on sale of properties of $200 (less than $0.01 per share) in 2012. Includgsraon sale of properties
of $21.3 million ($0.14 per share), $109,000 (ldsss $0.01 per share), $397,000 (less than $0.04haee) and
$266,000 (less than $0.01 per share) in 2011, 2@ and 2008, respectively. In May 2012, we eut@n agreement
with subsidiaries of Sunrise (as defined below)darly terminations of leases for 10 senior livamnmunities, or the :
Communities, which were previously scheduled toteate on December 31, 2013; the leases for a0
Communities were terminated prior to December 8122 and resulted in a gain on lease terminatibapproximately
$375,000 (less than $0.01 per share).

(4)  OnJanuary 10, 2013, we declared a quarterly Higton of $0.39 per share, or $68.9 million, topaéd to common
shareholders of record on January 22, 2013. Wecexp@ay this distribution on or about February 2013.
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Item 7. Management's Discussion and Analysis &inancial Condition and Results of Operations.

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

PORTFOLIO OVERVIEW

The following tables present an overvievoof portfolio (dollars in thousands, except livimgit/bed or square foot data):

Investment
per

Number of Investment Uni(t)/:Bed
Nur(l;lfber Unitz/rBeds Carrying % of Total Square 2012 NOI % of

(As of December 31, 2012 Properties Square Feet value®  |nvestmeni Foot® ©) 2012 NOI
Facility Type

Independent living® 61 15,04 $1,826,28. 35.1%$121,39($150,58" 34.0%
Assisted Iiving(4) 151 11,06¢ 1,283,36. 24.8%$115,94: 112,26¢ 25.3%
Nursing home{® 48 5,02¢ 207,53¢  4.0%$ 41,30¢ 18,68: 4.2%
Rehabilitation hospital 2 364 75,85: 1.5%%$208,38' 10,62 2.4%

Subtotal short and
long term residenti

care communitie 26z  31,50: 3,393,03' 65.4%$107,71: 292,16( 65.9%
MOBs 12C 8,450,001 sq. ft 1,610,25 31.1%$ 191 133,66! 30.1%
Wellness centet 1C 812,00(sqg.ft 180,01° 3.5%$ 22z 17,75¢ 4.0%

Total 392 $5,183,30° 100.0% $443,57¢ 100.0%
Tenant/Operator/Manage

Properties®
Five Star (Lease No. 1y 91 6,731 702,14: 13.5%$104,31! 59,93( 13.6%
Five Star (Lease No. & 53 7,564 74451¢ 14.4%$ 98,42¢ 71,57: 16.2%
Five Star (Lease No. %) 17 3,281 349,78¢  6.7%$106,61( 34,70: 7.8%
Five Star (Lease No. 4y 28 3,33t 384,89:  7.4%$115,41( 34,69: 7.8%

Subtotal Five Sta 19C  20,91: 2,181,33: 42.0%$104,31! 200,89¢ 45.4%
Sunrise/Marriotf® 4 1,61¢ 126,32t 2.4%$ 78,027 30,82( 6.9%
Brookdale 18 894 61,12: 1.2%$ 68,36¢ 8,93¢ 2.0%
6 private senior living

companies (combinet 11 1,47(C 71,50F 1.4%$ 48,647 6,29C 1.4%
Senior living managed

communities”) 3¢ 6,607 952,74 18.4%$144,20: 4521. 10.2%

Subtotal short and
long term residenti

care communitie 26z  31,50: 3,393,03! 65.4%%$107,71: 292,16( 65.9%
Multi-tenant MOBs 12C 8,450,001 sq. ft 1,610,25" 31.1%$ 191 133,66 30.1%
Wellness centet 1C 812,00(sqg.ft 180,01° 3.5%$ 22z 17,75t 4.0%

Total 39z $5,183,30° 100% $443,57¢ 100%
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Tenant/Managed Property Operating Statistic<®

Rent Coverage Occupancy
2012 2011 2012 2011
Five Star (Lease No. 1y 1.21> 1.25» 85.1% 84.4%
Five Star (Lease No. 2 1.22» 1.33» 82.0% 81.5%
Five Star (Lease No. 3y 1.69> 1.76> 89.2% 90.3%
Five Star (Lease No. « 1.20» 1.16» 86.3% 83.7%
Subtotal Five Stalf) 1.29» 1.35» 84.8% 84.2Y%
Sunrise/Marriot 1.88» 1.98> 93.2% 92.7%
Brookdale 2.37» 2.23» 94.0% 92.1%
6 private senior living companies (combin 2.69» 2.75» 83.3% 84.0%
Senior living managed communiti€ NA NA 87.2% 86.8%
Subtotal short and long term residential care
communities 1.40» 1.46> 85.9% 85.2%
Multi-tenant MOB:s NA NA 93.3% 95.9%
Wellness center 2.19» 2.14» 100.0% 100.0%
Total 1.45» 1.50

(1)
(2)

3)
(4)

()

(6)

(7)

(8)

Amounts are before depreciation, but afterampent write downs, if any.

Represents investment carrying value dividgthle number of living units, beds or leased sqireeat December 31,
2012.

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

Senior living properties are categorized by theetgpliving units or beds which constitute a majouaf the living units
or beds at the property.

In August 2012, we realigned our leases with Fitax 8s a result of our prepayment of approxima$&99,197 of the
outstanding principal balance of our FNMA secumdtloan and the release of 11 of the 28 propestesring this loe
from the related mortgage. The data presented atefleets this realignment.

Marriott International, Inc., or Marriott, guaraatethe lessee's obligations under these leasBgcember 2011, Sunri
extended the leases to December 31, 2018 for #egser living communities. Rent coverage and ocnapancludes
data for the four senior living communities whosades were extended to December 31, 2018.

These 39 senior living communities, including 28noounities that we acquired since June 2011 and@H@ommunitie
formerly leased to Sunrise, are leased to our T®8ananaged by Five Star. In May 2012, we entemeaeeement
with Sunrise for early terminations of leases fordommunities that were leased to Sunrise througteber 31, 201
the leases for all of the 10 Communities were teatad prior to December 31, 2012, and the opematibthese 10
Communities were transferred to our TRS and Fiae Stanagement. The occupancy for the twelve moartiogh ended
or, if shorter, from the date of acquisitions thghuDecember 31, 2012 was 87.4%.

Operating data for multi-tenant MOBs are pn¢sé as of December 31, 2012 and 2011; operatitegfdaother
properties, tenants and managers are presented lpase the operating results provided by our tesxantd managers f
the 12 months ended September 30, 2012 and Sept&8Mi2011, or the most recent prior period forakhienant and
manager operating results are available to us. Eu@rage is calculated as operating cash flow fmomenants'
operations of our properties, before subordinatedges, divided by rents payable to us. We havéndependently
verified our tenants' operating data. The tabldusles data for periods prior to our ownership ohemf these
properties
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We have three operating segments, of wiwwchare reportable operating segments. The twortaiple operating segments are: (i) short
term and long term residential care communities ¢ffer dining for residents and (ii) MOBs. Propestin the short term and long term
residential care communities segment include leasedmanaged independent living communities, &sblsting communities, skilled
nursing facilities and rehabilitation hospitals. \&rn rental income revenues from the tenantdeéhae and operate our leased communities
and we earn fees and services revenues from tidenés of our Managed Communities. Five Star baganaging our Managed Communi
for our account in June 2011. Properties in the M@Bment include those leased to medical provideesijcal related businesses, clinics and
biotech laboratory tenants. We earn rental incoememues from tenants of our MOBs. We refer to bindtoperating segment as "All Other
Operations", which includes amounts related to @@ie business activities and the operating resfiltgertain properties that offer fitness,
wellness and spa services to members.

Short and Long Term Residential Care Communities.

The following chart presents a summarywftoiple-net senior living property leases as ecBmber 31, 2012 (dollars in thousands).
This summary should be read in conjunction withrttaee detailed description of our leases set foefow.

Undepreciated Net Book Anggzllazled
Number of Carrying Value Value of Lease
Tenant Properties  Units/Beds of Properties Properties Income () Expiration  Renewal Options
Five Star Quality
Care, Inc.
g_)ease g, ) 2 for 15 years
91 6,731 $ 702,14; $ 593,15 $ 60,21« 12/31/202¢ each.
Five Star Quality
Care, Inc. 2 for 10 years
(Lease No. 2 53 7,56¢ 744,511 560,60! 72,25!  6/30/202€ each.
Five Star Quality
Care, Inc.
g_)ease No.3) 2 for 15 years
17 3,281 349,78t 260,27- 35,14¢  12/31/202¢ each.
Five Star Quality
Care, Inc.
Elll_)ease No. 4) 2 for 15 years
29 3,33t 384,89: 310,00¢ 34,96,  4/30/2017 each.
Sunrise/Marriott
International, |
®) 4 1,61¢ 126,32 73,50 14,47¢  12/31/201¢ 3 for 5 years eac|
Brookdale Senio 2 for 15 years
Living, Inc. 18 894 61,12: 45,57¢ 8,93¢ 12/31/2017 each.
Stellar Senior 2 for 10 years
Living, LLC 4 511 35,41¢ 35,02: 2,951  7/31/2027 each.
ABE Briarwood
Corp. 1 14cC 15,59¢ 5,36¢ 937  12/31/201f None.
HealthQuest, Inc 3 361 7,58¢ 3,74: 1,42¢ 6/30/2021 1 for 10 years
Covenant
Care, LLC 1 18C 3,50: 1,89( 1,17z 9/30/201E 1 for 15 years
Evergreen
Washington
Healthcare, LL 1 10¢ 5,197 2,56¢ 93C 12/31/201f 1 for 10 years
The Maclntosh
Company 1 17t 4,20¢ 2,52¢ 59¢ 6/30/201¢ 1 for 10 years
Totals 22t 24,89 $ 2,440,29 $ 1,894,23. $§  234,00!
(@h) Annualized rental income is rents pursuant to exgseases as of December 31, 2012. Includes pexgement totaling $10.9 million based on incredses
gross revenues at certain properties.
2) Lease No. 1 is comprised of four separate leadeselof these four leases exist to accommodateottgage obligations in effect at the time we acgflithe
properties; we have agreed with the tenants to awrddl four of these leases into one lease whesetimortgage financings are paid.
3) Lease No. 3 exists to accommodate certain mortfiagecing by us.
(4) Lease No. 4 is comprised of three separate le@sasof these three leases exist to accommodatenottgage obligations in effect at the time we apithe

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

(5) These properties are leased to Sunrise; this Is@gearanteed by Marriott.
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Five Star Quality Care, Inc. We lease 188 senior living communities and talmabilitation hospitals to Five Star for annuaitref
$202.6 million, including percentage rent basednaneases in gross revenues at certain propefi?e8 (Million in 2012). Five Star is a public
company listed on the NYSE which was our subsidiaryl it was distributed to our shareholders i®20Substantially all of the revenues at
most of these senior living communities are paiftite Star by residents from their private resosré®r the year ended December 31, 2012,
Five Star paid percentage rent equal to 4% ofribeease in gross revenues at 175 of the 188 sariigy communities over base year gross
revenues as specified in the lease terms and magsneentage rent at the two rehabilitation hofpita August 2012, we realigned our leases
with Five Star as a result of our prepayment ofrapimately $199.2 million of the outstanding pripal balance of our FNMA secured term
loan and the release of 11 of the 28 propertiegrsegthis loan from the FNMA mortgages.

Lease No. 1 (comprised of four separatedghexpires in 2024 and includes 91 communitiediding independent living communities,
assisted living communities and skilled nursingliées, of which 13 secure mortgage debt payablird parties. At December 31, 2012,
annual rent for Lease No. 1 was $60.2 million,udahg percentage rent of $1.4 million.

Lease No. 2 expires in 2026 and includesd@Bmunities including independent living commuastiassisted living communities, skilled
nursing facilities and two rehabilitation hospitadé December 31, 2012, the annual rent for Leage2Nwvas $72.3 million, including
percentage rent of $1.8 million.

Lease No. 3 expires in 2028 and includesdi@munities, including independent living and stesl living communities, all of which
secure mortgage debt payable to FNMA. At DecemheR@12, the annual rent for Lease No. 3 was $3tilibn, including percentage rent
of $1.2 million.

Lease No. 4 (comprised of three separatse expires in 2017 and includes 29 communitiekjding independent living communitie
assisted living communities and skilled nursingliées, of which one secures mortgage debt payabkethird party. At December 31, 2012,
the annual rent for Lease No. 4 was $35.0 millinaluding percentage rent of $491,000.

For more information about our dealings egldtionships with Five Star, and about the riskéch may arise as a result of these related
person transactions, please see "Risk Factors—Risleged to Our Relationships with RMR and Five'Séad "Management's Discussion
and Analysis of Financial Condition and Result©pkrations—Related Person Transactions" of thisuAhReport on Form 18-and Note ¢
to our Consolidated Financial Statements appeanittigm 15 below.

Sunrise Senior Living, Inc. At December 31, 2012, we leased 4 communitiesibsidiaries of Sunrise Senior Living Inc., oLSthat
until 2003 were owned by Marriott. These commusitiee leased through 2018. In January 2013, SSlaegsred by Health Care REIT Ir
and the management company business of SSL wasosalseparate acquirer. References to Sunrisgesiiihnual Report include SSL prior
to its acquisition and to the management compasinkas of SSL following the acquisition of SSL.B¢cember 31, 2012, the annual ren
this lease was $14.5 million, including percentegge of $1.9 million based on increases in grossmaes at these communities. Marriott
guarantees the rent due to us for these 4 comrasnitie previously leased an additional 10 Commesitt Sunrise. At year end 2011, we
learned that Sunrise was unable to provide a coingnMarriott guarantee for the leases for thes€atmunities beyond the then current
lease expiration of December 31, 2013 and thatiSaimrould therefore be unable to extend the lefisedbese 10 Communities. In May 20
we entered into an operations transfer agreemetitedOperations Transfer Agreement, with SunrigkRive Star related to 10 Communities
that we were then leasing to Sunrise. The Opermaflosansfer Agreement provides that we and Sunr@addwaccelerate the December 31,
2013 termination date of these Sunrise leasesythatould lease the 10 Communities to our TRS hatFive Star would manage the
communities pursuant to long term management agretsmThe leases for all of the 10 Communities wemainated prior to
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December 31, 2012, and we entered into managergesgraents with Five Star with respect to these dfBunities.

Brookdale Senior Living, Inc. We lease 18 assisted living communities tobsisiiary of Brookdale Senior Living, Inc., or Braike,
until 2017. At December 31, 2012, the annual rentffis lease was $8.9 million per year, includimegcentage rent of $1.9 million based on
increases in gross revenues at these communissdéhts pay a large majority of the revenuesestetttommunities from their private
resources. Brookdale guarantees this rent to us.

Stellar Senior Living, LLC. We lease four communities, including independen assisted living units, to subsidiaries ofl&te
Senior Living, LLC, or Stellar, until 2027. At Demder 31, 2012, the annual rent for this lease 883 &illion per year. Recognition of
percentage rent, based on increases in gross revanthese communities, will commence in 2014ideess pay a large majority of the
revenues at these communities from their privadeurces. Stellar is owned by a former officer afeFbtar and of RMR and he personally
guaranteed Stellar's rent due to us.

ABE Briarwood Corp. We lease one skilled nursing facility in Cantoung, PA to a subsidiary of ABE Briarwood Corppréavately
owned company, for $937,000 of annual rent untitémeber 31, 2015. Our property is sub-leased todflennsylvania at Greenery of
Canonsburg, LLC, a subsidiary of another privategany, THI of Baltimore, Inc. Our lease is guaradtby ABE Briarwood Corp., IHS
Long Term Care, Inc. and THI of Baltimore, Inc.dda secured by a security deposit of $600,000.

HealthQuest, Inc. We lease two skilled nursing facilities and @m#ependent living community located in Huron &idux Falls, SD
to HealthQuest, Inc., a privately owned companyil @021. The lease is guaranteed by the individihalreholder of HealthQuest, Inc. The
rent payable to us is approximately $1.4 million pear and will increase at agreed upon times dutie lease term.

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

Evergreen Washington Healthcare, LI CWe lease one skilled nursing facility in Seatth/A to a subsidiary of Evergreen Washington
Healthcare, LLC, a privately owned company, un@il2. The rent payable to us is approximately $9BDker year and will increase at
agreed upon times during the lease term. Everghésshington Healthcare, LLC guarantees this leaddtamease obligations are secured by
a security deposit of $385,000.

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

We also lease 39 senior living managed conities with 6,607 living units, including 29 comnities that we acquired since June 2011,
and the 10 Communities formerly leased to Suntseur TRSs. These 39 communities are all managdedve Star under long term
agreements. These communities had an undepreciatsdng value of $952.7 million and a net bookueabf $850.9 million at December :
2012. We derive our revenues at these Managed Caitiesuprimarily from services to residents andreeord revenues when services are
provided. Our share of the net operating resulsuofManaged Communities in excess of the minimeiurns due to us, or additional retu
are generally determined annually. We recognizétiaddl returns due to us under our managemeneaggats at year end when all
contingencies are met and the income is earnechalleno additional returns in 2012. With the exaaptf the management agreement for a
senior living community in New York, the managemagteements for the communities Five Star managesuf account provide Five Star
with a management fee equal to 3% of the grosstegerealized at the
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communities, plus reimbursement for Five Star'saticosts and expenses related to the communitéearaincentive fee equal to 35% of the
annual net operating income of the communities afterealize an annual return equal to 8% of ouedted capital. The management
agreements generally expire on December 31, 20@@ilare subject to automatic renewal for two corseel5 year terms, unless earlier
terminated or timely notice of nonrenewal is dalade The management agreements provide that wEigadstar each have the option to
terminate the contracts upon the acquisition bgragn or group of more than 9.8% of the other'mgatock and upon other change in
control events affecting the other party, as defimethose documents, including the adoption of stmyreholder proposal (other than a
precatory proposal) or the election to the boardifctors or board of trustees of any individdiauch proposal or individual was not
approved, nominated or appointed, as the case mayyhvote of a majority of the board of directordoard of trustees in office immediately
prior to the making of such proposal or the nomarabr appointment of such individual.

In connection with the management agreespeve and Five Star have entered into three poalgrigements: two pooling agreements
which combine our management agreements for contiasiinat include assisted living units, or the Raoling Agreements, and a third
pooling agreement, which combines our managemertatents for communities consisting only of indejga living units, or the IL
Pooling Agreement. We entered into the initial Aboling Agreement in May 2011 and the second AL Pgolgreement in October 2012.
In connection with entering into the second AL RaglAgreement, we and Five Star amended and restiateinitial AL Pooling Agreement
so that it includes only the management agreenfenf0 identified communities. The second AL Pogliagreement includes the
management agreements for the remaining commuttigsnclude assisted living units that Five Stamrently manages (other than with
respect to the senior living community in New Yaidscribed above). We entered into the IL Poolinge&ment in August 2012 and that
agreement currently includes management agreerfegrttso communities that have only independentiivunits. Each of the AL Pooling
Agreements and the IL Pooling Agreement combinesi#termination of fees and expenses of the vadomsnunities that are subject to
such pooling agreement, including determinationsusfreturn of our invested capital and Five Stacentive fees.

Properties Leased to Medical Providers, MedicahiRel Businesses, Clinics and Biotech Laboratonamtn(MOBS).

At December 31, 2012, we owned 120 mutiate MOBs located in 24 states and Washington, Dh@se properties range in size from
1,700 to 256,000 square feet and have a totabofllion square feet. Leases at these propertigs burrent terms expiring between 2013
and 2034, plus renewal options in some cases. fitgah rent payable to us by tenants of these 12@881© $206.4 million per year,
including some scheduled increases and reimburgsroénertain operating and tax expenses and eixgjudase value amortization.

During the year ended December 31, 2012mtered into MOB lease renewals for 534,573 sqiemteand new leases for 100,928
square feet, at weighted average rental ratesvirat 2.0% above rents previously charged for theesspace. These leases produce average
net rent of $23.89 per square foot. Average leased for leases entered into during 2012 were &8sy Commitments for tenant
improvement, leasing commission costs and conaes$iw leases we entered into during 2012 totaée6 fhillion, or $10.38 per square foot
on average (approximately $1.96 per square fooygar of the lease term).
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The following chart presents a summarywfldOB properties by state as of December 31, Z8bRars in thousands):

% of Total

Undepreciated Net Book An'gg;\{l;ed An'gg;\{l;ed
Number of Carrying Value Value of

State Properties Sq. Ft. of Properties Properties Income (Y Income ()
Arizona 2 222,77 $ 18,51¢ $ 17,97¢ $ 3,06¢ 1.5%
California 9 820,74: 389,43t 369,82¢ 44,16¢ 21.3%
Colorado 3 77,113 17,05] 16,82t 2,787 1.3%
Connecticu 2 96,96 9,461 9,04¢ 1,097 0.5%
Florida 8 257,49: 42,81 41,17¢ 4,65¢€ 2.3%
Georgia 5 325,54 56,95( 55,10¢ 7,244 3.5%
Hawaii 1 203,44° 66,81¢ 66,12 8,50¢ 4.1%
Illinois 3 262,83t 39,66: 38,41 6,52¢ 3.2%
Indiana 1 94,23¢ 16,21¢ 15,82¢ 2,471 1.2%
Maryland 2 133,97¢ 22,14¢ 21,47 3,291 1.6%
Massachuseti 19 864,19¢ 159,46: 148,59:. 20,84« 10.1%
Minnesots 5 375,49’ 46,17 44,82¢ 7,037 3.4%
New Hampshir 1 210,87¢ 23,65¢ 22,59¢ 2,857 1.4%
New Mexico 6 615,58 44,37: 42,587 7,29: 3.5%
New York 6 597,17 103,08! 95,99¢ 17,21( 8.3%
Ohio 2 232,01¢ 5,671 5,48: 967 0.5%
Oklahoma 4 210,34¢ 28,33¢ 26,12¢ 2,81¢ 1.4%
Pennsylvani: 9 833,89¢ 72,48 68,73( 9,41t 4.6%
Rhode Islanc 1 62,00( 10,59¢ 9,45¢ 1,42¢ 0.7%
South Carolin: 3 218,77 15,591 15,03( 3,001 1.5%
Tennesse 1 33,79¢ 7,56¢ 7,558 97¢ 0.5%
Texas 1C 620,07 139,98t 130,89 16,16¢ 7.8%
Virginia 5 226,93 41,67: 38,68¢ 5,24: 2.5%
Washington,

D.C. 2 210,56! 63,50: 60,02: 10,49: 5.1%
Wisconsin 1C 643,49¢ 169,00( 156,19° 16,89¢ 8.2%
Totals 12C 8,450,35' $ 1,610,25! $ 1,524,58. $ 206,44¢ 100.0%

(1)  Annualized rental income is rents pursuant to égdeases as of December 31, 2012, includingggttdine rent
adjustments, estimated recurring expense reimbunsenfior certain net and modified gross leasesanhliding lease
value amortization
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The following chart presents informatiomcerning our MOB tenants that represent 1% or mbtetal MOB annualized rental income
as of December 31, 2012 (dollars in thousands):

Tenant

Aurora Health Care, Inc

The Scripps Research
Institute

Cedars-Sinai Medical
Center

Reliant Medical
Group, Inc.

First Insurance Company
of Hawalii

Covidien PLC

Abbvie, Inc.

Emory Healthcare, Inc

Boston Children's Hospit

Columbia/HCA/St. David
Health

Health Insurance Plan of
GNY

Presbyterian Healthca

Boston Scientific
Corporation

WellPoint, Inc.

Oklahoma City Clinic

Hematology-Oncology
Association of NY

Stryker Corporatiol

Straub Clinic & Hospita

Quest Diagnostics
Incorporatec

All other MOB tenantt

Totals

% of Total

Annualized Annualized
Sq. Ft. % of Total MOB Rental Rental Lease
Leased Sq. Ft. Leased Income (1) Income (1) Expiration
643,49¢ 82% $ 16,89¢ 8.2% 2024
164,09: 2.1% 10,26: 5.0% 2019
113,69¢ 1.4% 9,351 4.5% 2013- 2017
362,42° 4.6% 7,661 3.7% 2019
110,05( 1.4% 5,02 2.4% 2013 & 201¢
315,20: 4.0% 4,671 2.3% 2017
197,97¢ 2.5% 4,48 2.2% 2017
221,47 2.8% 4,34 2.1% 2017- 2021
99,06: 1.3% 4,31¢ 2.1% 2028
117,35¢ 1.5% 4,311 2.1% 2015- 2020
121,50( 1.5% 3,84¢ 1.9% 2015 & 2034
316,87 4.0% 3,80z 1.8% 2014- 2015
169,66¢ 2.2% 3,571 1.7% 2013
210,87¢ 2.7% 2,857 1.4% 2014
210,34¢ 2.7% 2,81« 1.4% 2016
65,85 0.8% 2,46¢ 1.2% 2023
122,09: 1.5% 2,15 1.0% 2020
55,91( 0.7% 2,12 1.0% 2013
125,95¢ 1.6% 2,06¢ 1.0% 2013- 2016
4,142 ,96. 52.5% 109,41 53.0%4 2013-2034
7,886,87 100.0% $ 206,44 100.0%

(1)  Annualized rental income is rents pursuant to sgdieases as of December 31, 2012, includinggttdine rent
adjustments, estimated recurring expense reimbunsesnfior certain net and modified gross leasesanlliding lease

value amortization
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Wellness Centers (included in our "All Other Openag" segment).

The following chart presents a summarywfwellness center leases as of December 31, 2[l2rs in thousands). This summary
should be read in conjunction with the more dethilescription of our leases set forth below.

Tenant

Starmark
Holdings, LI
(Wellbridge
(2

Starmark
Holdings, LI
(Wellbridge
2

Starmark
Holdings, LI
(Wellbridge
2

Life Time
Fitness, Inc
(3)

Totals

Undepreciated Net Book Anggﬁliazled
Number of Carrying Value Value of Lease Renewal
Properties Sq. Ft. of Properties Properties Income (1) Expiration Options
3 for
10 year
3 129,50 $ 3243t $ 28,63¢ $§ 3,01t 2/28/2: each.
3 for
10 year
1 38,50( 11,20¢ 10,37¢ 832 2/28/2% each.
3 for
10 year
2 186,00( 36,36¢ 33,05° 3,13¢ 11/30/2 each.
6 for
5 years
4 458,00( 100,00¢ 90,57¢ 10,55( 8/31/2¢ each.
10 812,000 $ 180,01 $ 162,65: $ 17,53¢

(1) Annualized rental income is rents pursuarexisting leases as of December 31, 2012, inclustiraight line rent

adjustments and excluding lease value amortization.

(2)  These properties are leased to subsidiaries ofaenduaranteed by, Starmark Holdings, LLC, orr8#ak, under three

separate leases.

(3) These properties are leased to a subsidiary ofaenduaranteed by, Life Time Fitness, Inc., oetuifie Fitness

Starmark Holdings, LLC (Wellbridge).We lease six wellness centers located in ftates under three separate leases to subsidid

Starmark. Starmark is a subsidiary of Central $p0d. LTD, a publicly owned company listed on tlekyio Stock Exchange. These
properties operate under the brand Wellbridge hadgases are guaranteed by Starmark. These leasea current term expiring in 2023
and require aggregate annual rent of $7.0 millms consumer price index based increases.

Life Time Fitness, Inc. We lease four wellness centers located in $tates under one lease agreement to a subsidiaifedfime
Fitness. Life Time Fitness is a publicly traded pamy listed on the NYSE. This lease is guarantgeldfle Time Fitness. The lease has a
current term expiring in 2028. The aggregate anreradtl payable to us averages $10.5 million per geang the lease term.
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The following tables set forth informatimgarding our lease expirations as of Decembe2@12 (dollars in thousands):

Cumulative
Annualized Rental Income®®) Percent of Percentage of
Short and Long Total Annualized
Term Residential Annualized Rental
Wellness Rental Income Income
Year Care Communities(®) MOBs Centers Total Expiring Expiring
2013 $ — $ 21,44¢ $ — $ 21,44¢ 4.7% 4.7%
2014 — 23,78¢ — 23,78¢ 5.2% 9.9%
2015 3,03¢ 20,49( — 23,52¢ 5.1% 15.0%
2016 — 19,128 — 19,12 4.2% 19.2%
2017 43,90( 23,33} — 67,23 14.7% 33.9%
2018 14,47¢ 15,03¢ — 29,51¢ 6.4% 40.3%
2019 59¢ 28,91 — 29,51: 6.4% 46.7%
2020 — 11,79¢ — 11,79¢ 2.6% 49.3%
2021 1,424 4,88t — 6,30¢ 1.4% 50.7%
Thereaftel 170,56 37,62¢ 17,53¢ 225,72¢ 49.3% 100.0%
Total $ 234,000 $ 206,44¢ $ 17,53t $ 457,99( 100.0%

Average remaining lease term for all préipsr(weighted by annualized rental income): 8.drge

(1) Annualized rental income is rents pursuarexisting leases as of December 31, 2012, includstgnated percentage
rents, straight line rent adjustments, estimatedrreng expense reimbursements for certain netnamdified gross leas
and excluding lease value amortization at certhmuo MOBs and wellness centers.

(2) Excludes rent received from our TRSs. If the N@hfrour TRSs (three months ended December 31, 20h2alized)
were included in the foregoing table, the percénotal annualized rental income expiring would B813 — 4.2%;
2014 — 4.6%; 2015 — 4.6%, 2016 — 3.7%; 2017 — 132048 — 5.7%; 2019 — 5.7%; 2020 — 2.3%; 2021 %1 &nd
thereafter 54.9%.

Number of Tenants

Short and Cumulative
Percent of Total Percentage
Long Term Number of of Number
Residential . .
Wellness Tenancies of Tenancies
Year Care Communities(®) MOBs Centers Total Expiring Expiring
2013 — 10¢ — 10¢ 18.3% 18.3%
2014 — 10z — 10z 17.2% 35.5%
2015 3 92 — 95 16.0% 51.5%
2016 — 69 — 69 11.7% 63.2%
2017 2 73 — 75 12.7% 75.9%
2018 1 42 — 43 7.3% 83.2%
2019 1 31 — 32 5.4% 88.6%
2020 — 22 — 22 3.7% 92.3%
2021 1 11 — 12 2.0% 94.3%
Thereaftel 4 28 2 34 5.7% 100.0%
Total 12 57¢ 2 592 100.0%

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

Living Units / Beds ) Square Feel
Short and Percent Cumulative
Long Term of Total Cumulative Percent  Percent of
Residential Living Percentage Wellness of Total Total
Care Units / of Living MOBs Centers Total Square Square
Communities Beds Units / Beds (Square (Square Square Feet Feet
Year (Units / Beds) Expiring Expiring Feet) Feet) Feet Expiring Expiring
2013 — 0.C% 0.C% 885,56: — 885,56 10.2% 10.2%
2014 — 0.C% 0.C% 1,036,801 — 1,036,800 11.¢% 22.1%
2015 42% 1.7% 1.7% 846,02 —  846,02¢ 9.7% 31.&%
2016 — 0.C% 1.7% 862,39 — 862,39 9.€% 41.7%
2017 4,22¢ 17.C% 18.7% 989,09. — 989,09 11.£% 53.1%
2018 1,61¢ 6.5% 25.2% 417,59 — 417,59 4.€% 57.%%
2019 17¢ 0.7% 25.9% 914,92 — 914,92! 10.5% 68.4%
2020 — 0.C% 25.% 519,67: — 519,67: 6.C% 74.4%
2021 361 1.5% 27.486 187,32 — 187,32 2.2% 76.%%
Thereafte 18,08: 72.% 100.% 1,227,47 812,000 2,039,47 23.% 100.(%
Total 24,89 100.(% 7,886,87 812,00( 8,698,87 100.(%

(1) Excludes 6,607 living units leased to our TRBasluding 2,472 living units from the 10 Commuedt formerly leased to
Sunrise where the leases have been terminatdtk tfumber of living units included in our TRS leasere included in
the foregoing table, the percent of total livingtsit beds expiring would be: 2013, 2014 — 0.09436 1.3%; 2016 —
0.0%; 2017 13.4%; 201¢&-5.1%; 201< 0.6%; 202(— 0.0%; 2021~ 1.1%; and thereafte 78.5%.

RESULTS OF OPERATIONS (dollars and square feet inlhousands, unless otherwise noted)
The following table summarizes the resaftsperations of each of our segments for the yeaded December 31, 2012, 2011 and 2010:

For the Year Ended December 31

2012 2011 2010
Revenues

Short term and long term residential care commes $ 430,97¢ $ 270,50: $ 237,57¢
MOBs 196,10’ 161,80¢ 85,15:
All other operation: 17,75¢ 17,70¢ 17,38:
Total revenue $ 644,84: $ 450,017 $ 340,11

Net income:
Short term and long term residential care commes $ 157,38( $ 154,19( $ 129,34«
MOBs 77,42¢ 74,14¢ 38,80¢
All other operation: (98,929 (76,920 (51,66%)
Net income $ 135,88: $ 151,41¢ $ 116,48!

The following sections analyze and disdhssresults of operations of each of our segmemtthe periods presented.
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Year Ended December 31, 2012 Compared to Year Endédkecember 31, 2011:

Short and long term residential care communities:

Comparable Properties(l)

As of the Year Ended
December 31

All Properties
As of the Year Ended
December 31

2012 2011 2012 2011
Total properties 262 251 228 228
# of units / bed: 31,50: 30,04: 26,17¢ 26,17¢
Occupancy

Leased communitigd) 85.€% 85.(% 85.2% 85.1%

Senior living managed communiti€ 87.4% 86.5% NA NA
Rent coveragé® 1.40» 1.46> 1.41» 1.47>
Rental incomé?) $ 246,94¢ $ 242,65. $ 238,06. $ 237,51!
Residents fees and servié®s $ 184,03 $ 27,85 NA NA

(1) Consists of short and long term residentia¢ c@mmunities we have owned continuously sincedanl, 2011.

(2) Excludes rents and occupancy, as applicatue dbur Managed Communities. All tenant operatiatagresented are
based upon the operating results provided by aants for the 12 months ended September 30, 242G, or the
most recent prior period for which tenant operatiegults are available to us. Rent coverage isutakd as operating
cash flow from our triple-net lease tenants' openatof our properties, before subordinated chamdjiggled by triplenet
lease rents payable to us. We have not independeatified our tenants' operating data. The taki#usles data for
periods prior to our ownership of some of theseeprties.

3) Represents the average occupancy and total resifierst and services, as applicable, for our 29 Besth&ommunities
that we have acquired since June 2011 and forGH@ommunities leased to Sunrise that we and Suteis@nated in
September, October and November 2(

Short and long term residential care communitikgraperties:

Year Ended December 31

2012 2011 Change % Change

Rental income $ 246,94t $ 242,65: $  4,29¢ 1.8%
Residents fees and servié®s 184,03 27,85: 156,18( 560.8%
Property operating expensés (138,819 (21,639  (117,18() (541.5)¥
Net operating income (NO 292,16( 248,86 43,29t 17.4%
Depreciation expens (87,85¢€) (71,020 (16,836 (23.7)%
Impairment of asse’ — (1,029 1,02¢ —
Operating incom 204,30 176,81¢ 27,48¢ 15.5%
Interest expens (47,299 (43,867) (3,439 (7.8)%
Gain on lease terminatiol 37t — 37t —
Gain on sale of properti¢ — 21,23¢ (21,23¢) —

Net income $ 157,38( $ 154,19 $ 3,19( 2.1%

(1) Includes data for our Managed Communities that weirg managed by Five Star during the periodsgnitesl.

77




Table of Contents

Rental income. Rental income increased because of rents franacquisition of four communities during the thgdarter of 2012 for
approximately $36,500 which are leased by a pritextant, six communities acquired during the se@mlthird quarter of 2011 for
approximately $99,808 which are leased by Five &tarour purchase of approximately $63,789 of impneents made to our properties
which are leased by Five Star since January 1,,36drlially offset by a reduction in rental incomesulting from the sale of five properties
during the second quarter of 2011 for approxima$&8,625. Rental income includes non-cash strédiighatrent adjustments totaling
approximately $4,011 and $2,008 and percentageofe$it0,859 and $11,313 for the years ended Dece8ihe012 and 2011, respectively.
Rental income increased year over year on a cotblgapaoperty basis primarily as a result of theliaygment purchases from Five Star at
certain of the 223 communities we have owned captisly since January 1, 2011.

Residents fees and serviceRResidents fees and services are the revenussdeat our 29 Managed Communities that we acqtined
approximately $743,877 since June 2011 and thentmseearned at the 10 Communities that were foyreabked to Sunrise and transferred
to our TRS in September, October and November 20/E2recognize these revenues as services are ptbvid

Property operating expensesProperty operating expenses include expensesrad at our 29 Managed Communities, which arsele
to our TRSs and which we acquired since June 281d expenses incurred at the 10 Communities thia feemerly leased to Sunrise and
transferred to our TRS in September, October anceiber 2012. The beginning of our Managed Commesitperations in June 2011, and
the increase in the number of our Managed Comnasgndiince that time, is the primary cause for thesizse in property operating expenses
year over year for the period. Property operatixjgeases consist of management fees, real estat® tatidity expense, salaries and benefit
property level personnel, repairs and maintenarperese, cleaning expense and other direct cosigeshting properties.

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

Depreciation expense. Depreciation expense increased as a resuliradiequisition of 39 communities since JanuaryQil,12and our
purchase of improvements made to our propertiestwdiie leased by Five Star since January 1, 2@ikfalty offset by the sale of five
properties during the second quarter of 2011.

Impairment of assets. During 2011, we recorded an impairment of asskarge of $1,028 related to one property to redoe carrying
value of this property to its estimated sale phéss costs to sell.

Interest expense. Interest expense for our short and long tesidemtial care communities arises from mortgagé setured by certa
of these properties. The increase in interest esgpenthe result of the assumption of $204,031 aftigage debt in connection with certain of
our 2011 acquisitions occurring in the secondgthind fourth quarter of that year, and the assumputf $48,690 of mortgage debt in
connection with certain of our 2012 acquisitionsurcing in the second and third quarter, partiaffiget by the repayment of one mortgage
loan in February 2012 that had a principal balasfegpproximately $12,386 and an interest rate ©8%, the repayment of 17 mortgage lo
in the second quarter of 2012 that had a totakppai balance of $33,381 and a weighted averagedst rate of 6.89%, the prepayment of
$199,197 of our FNMA secured term loan in August2¢€hat had an interest rate of 6.4%, as well asebularly scheduled amortization of
our mortgage debt.
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Gain on lease terminations. Gain on lease terminations is a result of oayM012 agreement with Sunrise for early termimestiof
leases for the 10 Communities; the leases forfaHle10 Communities were terminated prior to Delsen81, 2012, and resulted in a net gain
on lease terminations of approximately $375.

Gain on sale of properties. During the second quarter of 2011, we sold &&rior living communities and recognized a gairsale of
properties of approximately $21,236.

MOBs::
All Properties Comparable Propertiest?)
As of the Year Ended December 3: As of the Year Ended December 3:
2012 2011 2012 2011
Total properties 12C 10¢ 79 79
Total square fee® 8,45( 7,63( 5,131 5,131
Occupancy® 93.2% 95.%% 92.(% 96.7%
Rental income $ 196,100 $ 161,80¢ $ 139,51« $ 140,46.

Property operating expens $ 62,44: % 47,32¢  $ 38,48: % 39,30¢

(1) Consists of MOBs we have owned continuously simcaidry 1, 2011.
(2 Prior periods exclude space remeasurements matgydbe periods presented.

3) MOB occupancy includes (i) space being fitbed for occupancy pursuant to existing leases ansipace which is
leased, but is not occupied or is being offerecstdrlease by tenan:

MOBSs, all properties

Year Ended December 31

2012 2011 Change % Change

Rental income $ 196,100 $ 161,80¢ $ 34,29¢ 21.2%
Property operating expens (62,449 (47,329 (15,11¢) (31.9)%
Net operating income (NO 133,66: 114,48: 19,18: 16.8¥%
Depreciation expens (49,809 (38,457 (11,359 (29.5)%
Impairment of asse (3,079 (962) (2,109 (219.2)%
Operating incom: 80,78¢ 75,06¢ 5,71¢ 7.6%
Interest expens (3,25%) (99€) (2,259 (226.8)%
(Loss) gain on sale of properti (107) 79 (180) (227.8)%

Net income $ 77,428 $ 74,14¢ $  3,27¢ 4.4%

Rental income. Rental income increased because of rents froiM@Bs we acquired for approximately $562,090 sidaeuary 1,
2011, partially offset by the sale of two MOBs &pproximately $835 during the second quarter ofl281d the sale of one MOB for
approximately $1,100 in July 2012. Rental incon@udes nonzash straight line rent adjustments totaling $887@ $7,989 and amortizati
of approximately $(1,818) and $(128) of acquireal estate leases and obligations for the yearsdeDdeember 31, 2012 and 2011,
respectively.

Property operating expensesProperty operating expenses consist of propeaigagement fees, real estate taxes, utility expens
salaries and benefit costs of property level paerehriepairs and
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maintenance expense, cleaning expense and otket dasts of operating properties. Property opggagikpenses increased because of our
MOB acquisitions since January 1, 2011, partiaffgat by the sale of two MOBs during the secondrraof 2011 and the sale of one MOB
in July 2012.

Net operating income. NOI increased because of the changes in ramaime and property operating expenses describedtahe
reconciliation of NOI to net income for our MOB segnt is shown in the table above. Our definitioN@fl and our consolidated
reconciliation of NOI to net income are includeddvein "Non-GAAP Financial Measures".

Depreciation expense. Depreciation expense increased because of @B Rtquisitions since January 1, 2011, partialfgeifby the
sale of two MOBs during the second quarter of 28xd the sale of one MOB in July 2012.

Impairment of assets. During 2012, we recorded an impairment of assbarge of $3,071 related to one property to redoe carrying
value of this property to its estimated fair valDewring 2011, we recorded an impairment of asdedsge of $962 related to three propertie
reduce the carrying value of these propertieseo #stimated sales prices less costs to sell.

Interest expense. Interest expense for our MOBs arises from nagégdebt secured by certain of these propertiesciiinge in intere
expense is the result of our assumption of $13¢#86ortgage debt in connection with our acquisittdrone MOB in July 2011 and one M(
in November 2011 and our assumption of $73,103atgage debt in connection with our acquisitiottoée MOBs in June, September and
December 2012, partially offset by the repaymendrad mortgage loan in April 2012 that had a priathmlance of approximately $2,330 ¢
an interest rate of 6.73%, the repayment of ondgage loan in October 2012 that had a principadiee of $4,152 and an interest rate of
6.50% and the regularly scheduled amortizationunfroortgage debt.

(Loss) gain on sale of propertiesIn July 2012, we sold one MOB and recordedsa i sale of properties of approximately $101.
During the second quarter of 2011, we sold two M@B4d recognized a gain on sale of properties ofceqapately $79.

MOBs, comparable properti¢slOBs we have owned continuously since Januarn11p

Year Ended December 31

2012 2011 Change % Change

Rental income $ 139,51 $ 140,46 $ (94 (0.7)%
Property operating expens (38,489 (39,309 82t 2.1%
Net operating income (NO 101,03( 101,15: (129 (0.1)%
Depreciation expens (34,309 (32,659 (1,65)) (5.1)%
Operating incom 66,72t 68,49¢ 1,779 (2.6)%
Interest expens (682) (8349 152 18.2%
Net income $ 66,047 $ 67,665 $ (1,627 (2.4)%

Rental income. Rental income decreased as a result of a reduot same store occupancy from 96.7% at Decer@be?011 to 92.0%
at December 31, 2012, mainly caused by two MOBshibeame vacant in 2012. Rental income includesaash straight line rent
adjustments totaling $4,863 and $6,634 and amtidizaf approximately $1,719 and $904 of acquireal estate leases and obligations for
the years ended December 31, 2012 and 2011, respect

Property operating expensesProperty operating expenses consist of propeayagement fees, real estate taxes, utility expens
salaries and benefit costs of property level parehriepairs and
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maintenance expense, cleaning expense and otket dasts of operating properties. Property opggatkpenses decreased principally
because of a decrease in utility expenses, pgroéfiet by higher real estate taxes.

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

Depreciation expense. Depreciation expense increased primarily bezafismprovements we made on certain of these ptiepesince
January 1, 2011, the amortization of leasing caistsan increase in amortization of above and betawrket lease adjustments that we
amortize over the respective lease terms.

Interest expense. Interest expense for our MOBEses from mortgage debt secured by certain aktipeoperties. The change in inte
expense is the result of the repayment of one ragetdoan in April 2012 that had a principal balaotapproximately $2,330 and an interest
rate of 6.73%, the repayment of one mortgage Inaddtober 2012 that had a principal balance of 2ldnd an interest rate of 6.50% and
regularly scheduled amortization of our mortgagetde

All other operationst

Year Ended December 31

2012 2011 Change % Change

Rental income $ 17,75¢ $ 17,70 $ 51 0.3%
Expenses

Depreciatior 3,792 3,792 — —
General and administrati\ 31,51° 26,04 5,47¢ 21.0%
Acquisition related cost 9,394 12,23¢ (2,84%) (23.2)%
Total expense 44.,70: 42,07 2,631 6.3%
Operating los! (26,947 (24,36 (2,580) (10.6)%
Interest and other incon 1,115 1,451 (339 (23.0)%
Interest expens (66,68¢) (53,409  (13,28)) (24.9)%
Loss on early extinguishment of de (6,349 (427) (5,922 (1386.9)¥
Equity in earnings of an invest 31¢€ 13¢ 177 127.3%
Loss before income tax exper (98,549 (76,609 (21,947 (28.6)¥
Income tax expens (375) (312 (63) (20.2)%
Net loss $ (98,929 $ (76,920 $ (22,009 (28.6)%

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

Rental income. Rental income for our wellness centers incredseause of scheduled consumer price index baseihcreases since
January 1, 2011 at certain of our wellness cenigatal income includes non-cash straight line aglfitstments totaling approximately
$1,459 and amortization of approximately $221 afuaed real estate leases and obligations in letlyéars ended December 31, 2012 and
2011.
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Depreciation expense. Depreciation expense remained consistent as there no wellness center acquisitions nor capitpfovement
funding since January 1, 2011 and we generallyedégie our long lived wellness center assets dra@bt line basis.

General and administrative expenseGeneral and administrative expenses consigtesf pursuant to our business management
agreement with RMR, equity compensation expengea) knd accounting fees and other costs relatingitstatus as a publicly traded
company. General and administrative expenses isede@arincipally as a result of acquisitions of sefiving communities and MOBs for
approximately $1,442,275 since January 1, 201liglisroffset by the sale of seven properties dgtine second quarter of 2011 for
approximately $39,460 and the sale of one MOB Iy 2012 for approximately $1,100.

Acquisition related costs. Acquisition related costs represent legal amel diligence costs incurred in connection with acguisition
activity during 2012 and 2011. Acquisition relatsbsts decreased as a result of reduced acquiaitidrity and dollar amount of acquisitions
in 2012 than 2011, partially offset by licensinglanther regulatory costs related to the seniongj\dommunities formerly leased to Sunrise
that were transferred to our TRS in September, l@&tand November 2012.

Interest and other income. The decrease in interest and other incomadrnsapily due to the elimination of interest receiviedim our
$80,000 bridge loan with Five Star, or the Bridgeh, with Five Star that was repaid in April 20lkRerest and other income also includes
interest on our investable cash and dividend incaefated to the 250,000 common shares of CWH tleabwin.

Interest expense. Interest expense increased because of oumissud $250,000 of unsecured senior notes witearast rate of
4.30% in January 2011, our issuance of $300,0@hsécured senior notes with an interest rate &%.ih December 2011, our issuance of
$350,000 of unsecured senior notes with an inteagstof 5.625% in July 2012 and greater amountstanding under our revolving credit
facility at slightly higher weighted average intgfreates, partially offset by reduced interest egpebecause of the redemption in January
of all $225,000 of our 8.625% unsecured seniorsiddair weighted average balance outstanding aatesttrate under our revolving credit
facility was $163,161 and 1.8%, and $40,486 ané]fér the years ended December 31, 2012 and 264fiectively.

Loss on early extinguishment of debin August 2012, we prepaid approximately $199,a&f the outstanding principal balance of our
FNMA secured term loan. As a result of this prepagimwe recorded a loss on early extinguishmedebt of $6,349 consisting of a debt
prepayment premium, legal fees and the write offridmortized deferred financing fees. In June 2@Elentered into a new $750,000
unsecured revolving credit facility that replaced previous $550,000 unsecured revolving creditifpcAs a result of this refinancing, we
recorded a loss on early extinguishment of del#4@7 consisting of the write off of unamortizedeteéd financing fees.

Equity in earnings of an investeeEquity in earnings of an investee representgpoeportionate share of earnings from AIC.
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Year Ended December 31, 2011 Compared to Year Endédkecember 31, 2010:

Short and long term residential care communities:

All Properties

Comparable Properties(l)

As of the Year Ended
December 31

As of the Year Ended
December 31

2011 2010 2011 2010
Total properties 251 22¢ 228 228
# of units / bed: 30,04: 26,74 26,17¢ 26,17¢
Occupancy

Leased communitied 85.0% 86.2% 85.3% 86.2%

Senior living managed communiti€ 86.5% NA NA NA
Rent coverag®) 1.46> 1.40» 1.46> 1.40»
Rental incomé?) $ 242,65, $ 237,57¢ $ 237,51! $ 234,88
Residents fees and servié®s $ 27,85 NA NA NA

(1) Consists of short and long term residentia¢ c@mmunities we have owned continuously sincedanl, 2010.

(2) Excludes rents and occupancy, as applicatue dbur Managed Communities. All tenant operatiatagresented are
based upon the operating results provided by aants for the 12 months ended September 30, 204 2G0, or the
most recent prior period for which tenant operatiegults are available to us. Rent coverage isutakd as operating
cash flow from our triple-net lease tenants' openatof our properties, before subordinated chamdjiggled by triplenet
lease rents payable to us. We have not independeatified our tenants' operating data. The taki#usles data for
periods prior to our ownership of some of theseeprties.

3) Represents the average occupancy and total resifierst and services, as applicable, for the 22 eth&ommunities
we owned as of December 31, 2011, from the daée@disitions through December 31, 20

Short and long term residential care communitikgraperties:

Year Ended December 31

2011 2010 Change % Change
Rental income $ 242,65. $ 237,57¢ $ 5,07« 2.1%

Residents fees and servié®s 27,85: — 27,85: —

Property operating expensés (21,639 — (21,639 —
Net operating income (NO 248,86: 237,57¢ 11,28¢ 4.8%
Depreciation expens (71,020 (66,177) (4,84%) (7.3)%
Impairment of asse (2,029 (1,09 67 6.1%
Operating incom 176,81t 170,31: 6,50¢ 3.8%
Interest expens (43,867) (41,07¢) (2,786 (6.8)%
Gain on sale of properti¢ 21,23t 10¢ 21,12 19382.69
Net income $ 154,190 $ 129,34: $ 24,84¢ 19.2%

(1) Includes data for our Managed Communities that weeirg managed by Five Star at or during the psrdsentec
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Rental income. Rental income increased because of rents fnenpairchase of approximately $65,163 of improvesardde to our
properties which are leased by Five Star sincealgrl 2010 and the acquisition of five communifesapproximately $89,573 during the
second quarter of 2011 and one community for apprately $10,235 during the third quarter of 201 lickare leased by Five Star, partially
offset by a reduction in rental income resultingnfrthe sale of five properties for approximatel$ $25 during the second quarter of 2011
and four properties for approximately $1,450 in Asig2010. Rental income includes non-cash stréiightrent adjustments (reductions)
totaling $2,008 and $1,006 and percentage renirtgt$11,313 and $10,315 for the years ended Deeeib, 2011 and 2010, respectively.
Rental income increased year over year on a corblesbasis related to improvement purchases aticartdhe 223 communities we have
owned continuously since January 1, 2010.

Residents fees and serviceResidents fees and services are the revenugsdean our 22 senior living communities which vegirec
for approximately $556,415 since June 2011 thatem®sed to our TRSs. We recognize these revenusEnases are provided.

Property operating expensesProperty operating expenses include expensesrad on our 22 senior living communities that are
leased to our TRSs. Property operating expensesstari management fees, real estate taxes, wiipgnse, salaries and benefits of property
level personnel, repairs and maintenance expelesming expense and other direct costs of operatiogerties.

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

Depreciation expense. Depreciation expense increased as a resulirgiurchase of improvements made to our propentfésh are
leased by Five Star since January 1, 2010 andctipgsation of 28 communities acquired since Jandar3010, partially offset by the sale of
five properties during the second quarter of 201d faur properties in August 2010.

Impairment of assets. During the year ended December 31, 2011 an@,204 recorded an impairment of assets charge,628land
$1,095, respectively, related to one property thuce the carrying value of this property to itdreated sale price less costs to sell.

Interest expense. Interest expense for our short and long tesidemtial care communities arises from mortgagesdedcured by
certain of these properties. The increase in istaepense is the result of the assumption of $314of mortgage debt in connection with
certain of our 2011 acquisitions occurring in teeand, third and fourth quarter, partially offsgtthe regularly scheduled amortization of our
mortgage debt and the reduction in a variableghisterest applicable to one mortgage debt.

Gain on sale of properties. During the second quarter of 2011, we sold $&rior living communities and recognized a gairsale of
properties of approximately $21,236. During thedfgjuarter of 2010, we sold four senior living commities and recognized a gain on sale of
properties of approximately $109.
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MOBs:
All Properties Comparable Propertiest)
As of the Year Ended As of the Year Ended
December 31, December 31,
2011 2010 2011 2010
Total properties 10¢ 82 54 54
Total square fed®) 7,63( 5,16¢ 2,85: 2,85
Occupancy® 95.9% 97.0% 98.6% 98.8%
Rental income $ 161,80¢ $ 85,15 $ 79,43¢ $ 78,90(
Property operating expens $ 47,32¢ $ 20,16¢ $ 18,20¢0 $ 18,23:

(1) Consists of MOBs we have owned continuoustgeiJanuary 1, 2010.
(2 Prior periods exclude space remeasurementse ohathg the periods presented.

3) MOB occupancy includes (i) space being fitted autdccupancy pursuant to existing leases andp@gs which is
leased, but is not occupied or is being offerecstdlease by tenan

MOBSs, all properties:

Year Ended December 31

2011 2010 Change % Change
Rental income $ 161,80¢ $ 85,15 $ 76,65 90.0¥%
Property operating expens (47,329 (20,169 (27,159 (134.7)%
Net operating income (NO 114,48: 64,98: 49,49¢ 76.2%
Depreciation expens (38,459 (20,445 (18,009 (88.1)%
Impairment of asse (962) (4,870 3,90¢ 80.2%
Operating incom: 75,06¢ 39,66¢ 35,39¢ 89.2%
Interest expens (996) (862 (139 (15.5)%

Gain on sale of propertie 79 — 79 —
Net income $ 74,14¢ $ 38,80¢ $ 35,34 91.1%

Rental income. Rental income increased because of rents fldiMGBs we acquired for approximately $770,350 sidaeuary 1,
2010, partially offset by the sale of two MOBs &mproximately $835 during the second quarter ofl2®Rental income includes non-cash
straight line rent adjustments totaling $7,989 $6@40 and amortization of $(128) and $(1,112)anfuired real estate leases and obligations
for the years ended December 31, 2011 and 201fecteely.

Property operating expensesProperty operating expenses consist of propeayagement fees, real estate taxes, utility expens
salaries and benefit costs of property level pershnmepairs and maintenance expense, cleaningieg@d other direct costs of operating
properties. Property operating expenses increaseaiise of our MOB acquisitions since January 10 204rtially offset by the sale of two
MOBSs during the second quarter of 2011.

Net operating income. NOI increased because of the changes in reraime and property operating expenses describ@eealihe
reconciliation of NOI to net income for our MOB segnt is shown in the table above. Our definitioN&fl and our consolidated
reconciliation of NOI to net income is included d&lin "Non-GAAP Financial Measures".
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Depreciation expense. Depreciation expense increased because of @B Rtquisitions since January 1, 2010, partialfgeifby the
sale of two MOBs during the second quarter of 2011.

Impairment of assets. During the year ended December 31, 2011, werded an impairment of assets charge of $962 rktatthree
properties to reduce the carrying value of thesp@grties to their estimated sales prices less ¢tostsll. During the year ended December 31,
2010, we recorded an impairment of assets chargéd,870 related to two properties to reduce theysay value of these properties to their
estimated sales prices less costs to sell.

Interest expense. Interest expense for our MOBs arises from nagégdebts secured by certain of these propertiescfiange in
interest expense is the result of the assumpticéki18f286 of mortgage debt in connection with thguéition of one MOB in July 2011 and
one MOB in November 2011, partially offset by tlegularly scheduled amortization of our mortgaget.deb

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

MOBs, comparable properti¢slOBs we have owned continuously since Januan010p

Year Ended December 31

2011 2010 Change % Change

Rental income $ 7943t $ 78,90( $ 53t 0.7%
Property operating expens (18,209 (18,239 30 0.2%
Net operating income (NO 61,23: 60,66¢ 56¢ 0.9%
Depreciation expens (19,55¢) (19,440 (11¢) (0.6)%
Operating incom: 41,67: 41,22¢ 447 1.1%
Interest expens (662) (737) 69 9.4%
Net income $ 41,017 $ 4049 $ 5l€ 1.3%

Rental income. Rental income includes non-cash straight lere adjustments totaling $4,614 and $5,272 and tiation of $(1,014)
and $(1,185) of acquired real estate leases atgladibihs for the years ended December 31, 20112806, respectively.

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

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

Depreciation expense. Depreciation expense increased primarily bezafishe amortization of leasing costs, partiaffiget by a
reduction in amortization of above and below matkase adjustments that we amortize over the régpdease terms.

Interest expense. Interest expense for our MOBs arises from namégdebts secured by certain of these propertiescfiange in
interest expense is the result of the regularledaked amortization of our mortgage debt.
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All other operationstt)

Year Ended December 31

2011 2010 Change % Change
Rental income $ 17,70¢ $ 17,38 $ 32z 1.9%
Expenses
Depreciatior 3,792 3,792 — —
General and administrati\ 26,04 21,67: 4,36¢ 20.1%
Acquisition related cost 12,23¢ 3,61( 8,62¢ 239.0%
Total expense 42,07 29,07¢ 12,99: 44.7%
Operating los! (24,367 (11,696 (12,677 (108.3)%
Interest and other incon 1,451 844 607 71.9%
Interest expens (53,409 (38,079 (15,32 (40.2)%
Loss on early extinguishment of d¢ (427) (2,439 2,00¢ 82.4Y%
Equity in earnings (losses) of an inves 13¢ (@D} 14C 14000.09
Loss before income tax exper (76,609 (51,365 (25,249) (49.1)%
Income tax expens (312 (300 (12 (4.0)%
Net loss $ (76,920 $ (51,665 $ (25,25 (48.9)%

(1) All other operations includes our wellnessteeperations that we do not consider a significegparately reportable
segment of our business and corporate businesstiastiand our operating expenses that are nadtbatihble to a
specific reportable segmel

Rental income. Rental income for our wellness centers increédseause of consumer price index based increasmsJanuary 1, 20:
at certain of our wellness centers. Rental incamudes non-cash straight line rent adjustmenéitgt $1,459 and amortization of $221 of
acquired real estate leases and obligations intbetlgears ended December 31, 2011 and 2010.

Depreciation expense. Depreciation expense remained consistent as there no wellness center acquisitions nor cajsitptovement
funding for the years ended December 31, 2011 8468 and we generally depreciate our long lived mesl§ center assets on a straight line
basis.

General and administrative expenseGeneral and administrative expenses consigtesf pursuant to our business management
agreement with RMR, equity compensation expenge] knd accounting fees and other costs relatimytstatus as a publicly traded
company. General and administrative expenses isederincipally as a result of acquisitions of sefiving communities and MOBs for
approximately $1,426,573 since January 1, 201@igtisroffset by the sale of seven properties dgitine second quarter of 2011 for
approximately $39,460 and four properties in Aud@@0 for approximately $1,450.

Acquisition related costs. Acquisition related costs represent legal amgl diligence costs incurred in connection with acguisition
activity during the years ended December 31, 2012910. Acquisition related costs increased &saltrof increased acquisition activity
and dollar amount of acquisitions during the yeatezl December 31, 2011 than the prior year.

Interest and other income. The increase in interest and other income imimndue to $593 of interest received from our Bed_oan.
Interest and other income also includes interesiwrinvestable cash and dividend income relatebdd®50,000 common shares of CWH
we own.
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Interest expense. Interest expense increased because of oumissud $200,000 of unsecured senior notes withnamest rate of
6.75% in April 2010, our issuance of $250,000 cdecured senior notes with an interest rate of 4.B03anuary 2011, our issuance of
$300,000 of unsecured senior notes with an inteagstof 6.75% in December 2011 and slightly greateounts outstanding under our
revolving credit facility at higher weighted aveedigterest rates, partially offset by reduced egéebecause of the redemption in May 2010 of
all $97,500 of our 7.875% unsecured senior notes215. Our weighted average balance outstanditdgnéerest rate under our revolving
credit facility was $40,486 and 1.7%, and $39,53@ &.1%, for the years ended December 31, 2012@hd, respectively.

Loss on early extinguishment of debin June 2011, we entered into a new $750,08@cured revolving credit facility. The new
facility replaced our previous $550,000 unsecusalving credit facility which had a maturity daiEDecember 31, 2011. As a result of this
refinancing, we recorded a loss on early extinguesht of debt of $427 consisting of the write ofusflamortized deferred financing fees. In
May 2010, we redeemed all $97,500 of our outstan@iB75% senior notes due 2015; as a result ofedismption, we recorded a loss on
early extinguishment of debt of $2,433 consistifithe debt prepayment premium of approximately 8@,28nd the write off of unamortized
deferred financing fees of approximately $1,153.

Equity in earnings of an investeeEquity in earnings of an investee representgpoaportionate share of earnings from AIC.
Non-GAAP Financial Measures (dollars in thousandsexcept per share amounts)

We provide below calculations of our FF@yrialized FFO and NOI for the years ended Decerdbegp012, 2011 and 2010. We
believe that this data may facilitate an understandf our consolidated historical operating resulthese measures should be considered in
conjunction with net income, operating income aashcflow from operating activities as presentedunconsolidated statements of income
and comprehensive income and consolidated statsroénash flows. These measures do not repressinigemerated by operating activities
in accordance with generally accepted accountiimgiples, or GAAP, and should not be consideredi@snatives to net income, operating
income or cash flow from operating activities, detmed in accordance with GAAP, or as indicatorswf financial performance or liquidity,
nor are these measures necessarily indicativeffifisut cash flow to fund all of our needs. Oth&EITs and real estate companies may
calculate FFO, Normalized FFO or NOI differenthathwe do.

Funds From Operations and Normalized Funds Fromr@jens

We calculate FFO and Normalized FFO as shioslow. FFO is calculated on the basis definethbyNational 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 real estate assats,rphl estate depreciation and amortization, dsas®ther adjustments currently not
applicable to us. Our calculation of Normalized Féiers from NAREIT's definition of FFO because imelude estimated percentage rer
the period to which we estimate that it relateeenthan when it is recognized as income in aceweavith GAAP and exclude acquisition
related costs, loss on early extinguishment of dgdih on lease terminations and loss on impairraginttangible assets, if any. We consider
FFO and Normalized FFO to be appropriate measudregerating performance for a REIT, along with imeome, operating income and cash
flow from operating activities. We believe that FE@d Normalized FFO provide useful informationredstors because by excluding the
effects of certain historical amounts, such as @gption expense, FFO and Normalized FFO may fatdlia comparison of our operating
performance between periods. FFO and Normalized &e@mong the factors considered by our Boarduwdtées when determining the
amount of distributions to our shareholders. Ofhetors include, but are not limited to, requiremsen
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to maintain our status as a REIT, limitations im mvolving credit facility agreement and publidtieovenants, the availability of debt and
equity capital to us, our expectation of our futcapital requirements and operating performanag can expected needs and availability of
cash to pay our obligations.

Our calculations of FFO and Normalized ABOthe years ended December 31, 2012, 2011 and &0d reconciliations of FFO and
Normalized FFO to net income, the most directly pamable financial measure under GAAP reported inconsolidated financial statemer
appear in the following table.

For the Year Ended December 31

2012 2011 2010
Net income $ 135,88: $ 151,41¢ $ 116,48
Depreciation expens 141,45t 113,26! 90,40¢
Loss (gain) on sale of propertigs 101 (21,319 (109)
Impairment of asset$ 3,071 1,99( 5,96¢

FFO 280,51 245,35¢ 212,75(
Acquisition related cost 9,39¢ 12,23¢ 3,61(
Loss on early extinguishment of débt 6,34¢ 427 2,43:
Gain on lease terminatioff8 (375) — —

Normalized FFC $ 295,88( $ 258,02! $ 218,79
Weighted average shares outstant 169,17¢ 149,57 128,09:.
FFO per shar $ 1.6€ $ 164 $ 1.6€
Normalized FFO per sha $ 1.7t % 172 % 1.71
Net income per shal $ 0.8C $ 1.01 $ 0.91
Distributions declared per she $ 154 $ 15C $ 1.4¢

(1) During 2012, we sold one MOB for approximately £)-and recognized a loss on sale of approximatedi $During
2011, we sold seven properties for total saleepraf approximately $39,460 and recognized a gaisate of
approximately $21,315. During 2010, we sold fowrparties for total sales prices of approximately$@ and
recognized a gain on sale of approximately $109.

(2) During 2012, we recorded an impairment of &sskarge of $3,071 to reduce the carrying valuenefof our properties
to its estimated sale price less costs to sellim@u011, we recorded an impairment of assets ehafr§1,990 to reduce
the carrying value of four of our properties toittestimated fair value or sales price less castetl. During 2010, we
recorded an impairment of assets charge of $5®6&duice the carrying value of seven of our progetb their
estimated fair value or sales price less costslto s

3) In August 2012, we prepaid approximately $199,of the outstanding principal balance of our FN&&cured term
loan. As a result of this prepayment, we recordixss on early extinguishment of debt of $6,349ststing of a debt
prepayment premium, legal fees and the write offrtdmortized deferred financing fees. In 2011, @mrded a loss on
early extinguishment of debt of approximately $42€onnection with replacing our revolving creditility. In 2010,
we recorded a loss on early extinguishment of débpproximately $2,433 related to our redemptibalb$97,500 of
our outstanding 7.875% senior notes due 2
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4 In May 2012, we entered an agreement with Sunosedrly terminations of leases for the 10 Commnesiivhich were
previously scheduled to terminate on December 8132the leases for all of the 10 Communities werminated prior
to December 31, 2012, and resulted in a gain selearminations of approximately $3’

Property Net Operating Income (NC

We calculate NOI as shown below. We defii@ as income from our real estate less our prgpmperating expenses. NOI excludes
capitalized tenant improvement costs and leasingntigsions. We consider NOI to be an appropriatplempental measure to net income
because it may help both investors and managememiderstand the operations of our properties. ¥¢eNOI internally to evaluate
individual and company wide property level perfonoa, and we believe that NOI provides useful infation to investors regarding our
results of operations because it reflects onlydtinsome and expense items that are incurred girtperty level and may facilitate
comparisons of our operating performance betweeng® The calculation of NOI excludes certain comgnts of net income in order to
provide results that are more closely related toppaperties' results of operations.

The calculation of NOI by reportable segtrisrincluded above in this Item 7. The followiradte includes the reconciliation of NOI to
net income, the most directly comparable finangieahsure under GAAP reported in our consolidateahfiral statements, for the years ended
December 31, 2012, 2011 and 2010.

Year Ended December 31

Reconciliation of NOI to Net Income: 2012 2011 2010
Short and long term residential care communities $ 292,16( $ 248,86: $ 237,57t
MOB NOI 133,66: 114,48: 64,98
All other operations NO 17,75¢ 17,70¢ 17,38:
Total NOI 443,57! 381,05( 319,94
Depreciation expens (141,456  (113,26H (90,409
General and administrative expel (31,517 (26,04) (21,677)
Acquisition related cost (9,399 (22,239 (3,610
Impairment of assetd) (3,07)) (1,990) (5,96¢)
Operating incom:i 258,14 227,51! 198,28:
Interest and other incon 1,115 1,451 844
Interest expens (117,240 (98,267) (80,017
Loss on early extinguishment of débt (6,349 (427) (2,439
Gain on lease terminatiofd 37t — —
(Loss) gain on sale of propertiés (107) 21,31¢ 10¢
Equity in earnings (losses) of an inves 31€ 13¢ D
Income before income tax exper 136,25¢ 151,73: 116,78!
Income tax expens (375) (312 (300)
Net income $ 13588 $ 151,41¢ $ 116,48!

(1) During 2012, we recorded an impairment of asseasgehof $3,071 to reduce the carrying value of@fnaur properties
to its estimated sale price less costs to sellim@u011, we recorded an impairment of assets ehafr§1,990 to reduce
the carrying value of four of our properties toithestimated fair value or sales price less castetl. During 2010, we
recorded an impairme

90




Table of Contents

of assets charge of $5,965 to reduce the carnahgevof seven of our properties to their estiméa@dvalue or sales
price less costs to sell.

(2) In August 2012, we prepaid approximately $199,1Bthe outstanding principal balance of our FNMAwed term
loan. As a result of this prepayment, we recordixsson early extinguishment of debt of $6,349ststing of a debt
prepayment premium, legal fees and the write offrtdmortized deferred financing fees. In 2011, @mrded a loss on
early extinguishment of debt of approximately $42¢onnection with replacing our revolving creditfity. In 2010,
we recorded a loss on early extinguishment of deébpproximately $2,433 related to our redemptibalb$97,500 of
our outstanding 7.875% senior notes due 2015.

€)) In May 2012, we entered an agreement with iSaror early terminations of leases for the 10 @amities which were
previously scheduled to terminate on December 8132the leases for all of the 10 Communities vterminated prior
to December 31, 2012, and resulted in a gain @elearminations of approximately $375.

(4) During 2012, we sold one MOB for approximately £)-and recognized a loss on sale of approximatedi $During
2011, we sold seven properties for total saleepraf approximately $39,460 and recognized a gaisate of
approximately $21,315. During 2010, we sold fowrparties for total sales prices of approximately1$0 and
recognized a gain on sale of approximately $.

LIQUIDITY AND CAPITAL RESOURCES

Rental income revenues and residents fegservices revenues from our leased and managednties and borrowings under our
revolving credit facility are our principal sourcesfunds to pay operating expenses, debt servidedstributions to shareholders. We believe
that our operating cash flow will be sufficientrteeet our operating expenses and debt service gndigtabutions on our shares for the next
12 months and for the foreseeable future thereadter future cash flows from operating activitiedl Wepend primarily upon our ability to:

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

. control operating cost increases at our properdind;

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

Our Operating Liguidity and Resources

We generally receive minimum rents monthlyjuarterly from our tenants, we receive percentagts from our senior living
community tenants monthly, quarterly or annuallyg are receive residents fees and services revenaesf expenses, from our Managed
Communities monthly. During the years ended Decer@he2012 and 2011, we generated $283.3 milli@h%254.2 million, respectively, of
cash from operations. The increase in our cash &pemations over the prior year primarily resulfiesn our property acquisitions, as further
described below.

Our Investment and Financing Liquidity and Resosirce

As of December 31, 2012, we had $42.4 omlbf cash and cash equivalents and $560.0 méli@ilable to borrow under our revolving
credit facility. We expect to use cash balances,dvangs under our revolving credit facility, natogeeds from offerings of equity or debt
securities and the cash flow from our operatiorfsital our operations, debt repayments, distrib@tidature property acquisitions,
expenditures related to the repair, maintenancermvation of our properties and other
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general business purposes. We believe such amwilhtte sufficient to fund these activities for thext 12 months and the foreseeable future
thereafter.

In order to fund acquisitions and to mestitneeds that may result from timing differencstsvben our receipts of rents and our desi
need to make distributions or pay operating ortehpxpenses, we maintain a $750.0 million unsetugolving credit facility with a group
of institutional lenders. The maturity date of eevolving credit facility is June 24, 2015 and, jpabto the payment of an extension fee and
meeting certain other conditions, includes an optr us to extend the stated maturity date ofreuolving credit facility by one year to
June 24, 2016. In addition, our revolving creddilfty includes a feature under which maximum berrgs may be increased to up to $1.5
billion in certain circumstances. Borrowings undar revolving credit facility bear interest at LIRRDlus a spread, which was 160 basis
points as of December 31, 2012. We also pay atfafale of 35 basis points per annum on the tatabant of lending commitments under our
revolving credit facility. Both the interest rateread and the facility fee are subject to adjustrbased upon changes to our credit ratings. We
can borrow, repay and reborrow funds available unde revolving credit facility until maturity, angb principal repayment is due until
maturity. As of December 31, 2012, the interest patyable on borrowings under our revolving créaditlity was 1.80%. The weighted
average interest rate for borrowings under ourlkéwg credit facility was 1.8% for the year endedd@mber 31, 2012. As of December 31,
2012 and February 19, 2013, we had $190.0 millihzero amounts, respectively, outstanding underexolving credit facility.

When significant amounts are outstandindeurour revolving credit facility or as the matyritates of our revolving credit facility and
term debts approach, we intend to explore alteregtior the repayment of amounts due. Such aliggsamay include incurring additional
debt and issuing new equity securities. We curydmdlve an effective shelf registration statemeat #lows us to issue public securities on an
expedited basis, but it does not assure that thidirbe buyers for such securities.

During the year ended December 31, 2012acgeiired 24 properties located in 15 states faggregate purchase price of
approximately $449.7 million, excluding closing At the time of acquisition, these propertiesegated property NOI which yielded
approximately 8.0% of the aggregate gross purcpase, based on estimated GAAP revenue, excludijigsaments for above and below
market lease value amortization, less propertyaipey expenses, on the date of closing. For mdogrmation about these acquisitions, see
Note 3 to our Consolidated Financial Statement&agppg in Item 15 below

In January 2013, we acquired a seniordidommunity located in Washington State with 15thlj units for approximately $22.4
million, including the assumption of approximat&,2.3 million of mortgage debt and excluding clgstosts. We leased this property to
Stellar, a privately owned senior living operatoanpany, for initial rent of approximately $1.7 liwih per year. Percentage rent, based on
increases in gross revenues at this property caittmence in 2016.

In February 2013, we acquired two MOBs veittotal of 144,900 square feet located in Wasbim@tate for total purchase prices of
approximately $38.0 million, excluding closing cast

In January 2013, we entered into an agreetoeacquire one MOB for approximately $14.6 roiflj excluding closing costs. The MOE
located in Mississippi and includes 71,824 squeet. fThe closing of this acquisition is contingepbn completion of our diligence and other
customary closing conditions; accordingly, we cavjile no assurance that we will purchase this gntyp

In May 2012, we entered into the Operatidransfer Agreement with Sunrise and Five Starteel#o the 10 Communities that we were
then leasing to Sunrise, pursuant to which we amttiSe accelerated the December 31, 2013 termmdtte of these Sunrise leases, and we
began leasing the 10 Communities to our TRS. FigeiS managing the 10 Communities pursuant to teng
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management agreements. Pursuant to the Operatiansfér Agreement, we paid Sunrise $1.0 milliopdochase the inventory and certain
improvements owned by Sunrise at these 10 Comnesniti

In July 2012, we sold one MOB located indgiachusetts with approximately 18,900 square feet §ale price of approximately $1.1
million.

In May 2011, we and Five Star entered theoBridge Loan under which we agreed to lend Stag up to $80.0 million to fund a porti
of Five Star's purchase of a portfolio of six semiing communities. As of December 31, 2011, F8tar had repaid $42.0 million, and in
April 2012, Five Star repaid the then remaining $38illion, and this Bridge Loan was terminated.

During the year ended December 31, 201&yaunt to the terms of our existing leases witleStar, we purchased $30.5 million of
improvements made to our properties leased to $iag and, as a result, the annual rent payahls iy Five Star increased by approxima
$2.5 million. We used cash on hand and borrowingieuour revolving credit facility to fund thesergliases.

During the years ended December 31, 208122811, cash expenditures made and capitalizelddsing costs and building
improvements at our MOBs and our capital expenegat our Managed Communities were as follows &doih thousands):

Year Ended
December 31,
2012 2011
MOB leasing capitaf) $ 6,34: $ 6,85¢
MOB building improvement&) 5,39: 2,30¢
Managed Communities capital improvemesits 10,05¢ 2,14¢
Total capital expenditure $ 21,78¢ $ 11,31

Q) MOB leasing capital includes tenant improvetsemnd leasing costs.

(2) MOB building improvements generally includg:qonstruction costs and expenditures to repldsolete
building components that extend the useful lifexiting assets, and (ii) non-recurring expendgume
expenditures that we believe increase the valwipéxisting properties.

©)] Includes capital improvements to the senior liviegnmunities that we owned as of December 31, 26#2 a
which we have acquired since June 2011, and th@ob@munities that were formerly leased to Suni

During the year ended December 31, 201@naioments made for expenditures, such as tenanbiements and leasing costs in
connection with leasing space, were as followslédeland square feet in thousands, except peredostr amounts):

New Leases Renewals Total
Square feet leased during the y 101 53t 63€
Total leasing costs and concession commitm@hts $ 3,72C $ 2,87¢ $ 6,59¢
Total leasing costs and concession commitmentsqeare foof?) $ 3688 $§ 53¢ $ 10.3¢
Weighted average lease term (ye&s) 8.7 4.2 5.2
Total leasing costs and concession commitmentsqare foot per ye&p $ 42¢ $ 128 $ 1.9¢€

(1) Includes commitments made for leasing expenditanesconcessions, such as tenant improvementsydee@mmissions, tenant
reimbursements and free re
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(2)  Weighted based on annualized rental income purgoantisting leases as of December 31, 2012, immdustraight line rent
adjustments, estimated recurring expense reimb@nsesnand excluding lease value amortizat

As of December 31, 2012, our contractudibations were as follows (dollars in thousands):

Payment due by period

Less than More than
Contractual Obligations Total 1 year 1-3 years 3-5 years 5 years
Long-Term Debt Obligationd) $ 1,995,225/ $ 3563( $ 319,22: $ 474,05! $ 1,166,34"
Capital Lease Obligatior 13,79: 47¢ 1,157 1,46 10,69:
Ground Lease Obligatior 2,30¢ 172 34¢€ 26¢ 1,522
Interest Expense Obligatioﬁ?sl 1,120,50! 109,96¢ 212,41¢ 163,60: 634,52:
Tenant Related Obligatio® 6,03: 5,04: — — 99C
Acquisitions® 22,35( 22,35( — — —
Total $ 3,160,24. $ 173,64. $ 533,14( $ 639,38° $ 1,814,07!

Q) At December 31, 2012, our term debt maturitvese as follows: $24.3 million in 2013; $36.9 naifi in 2014; $265.0
million in 2015; $411.7 million in 2016; $64.0 mdh in 2017; $9.6 million in 2018; $296.4 million 2019; $200.0
million in 2020; $300.0 million in 2021; $4.9 miin in 2022; $14.7 million in 2027; $3.5 million #033; $9.5 million
in 2038; $350.0 million in 2042; and $4.7 milliam2043.

(2) Projected interest expense is attributable to tylong term debt obligations listed above attexgsrates and is not
intended to project future interest costs which mesult from debt prepayments, new debt issuanceamges in
interest rates.

3) Committed tenant related obligations include legsiommissions and tenant improvements and are lmaskses
executed through December 31, 2012.

(4) At December 31, 2012, there was one pending séming acquisition under agreement for approximatk22.4 million
excluding closing costs. We acquired this senigngi community in January 2013. We funded this &sitian using
cash on hand and by assuming $12.3 million of nagregdebt

In January 2012, we repaid all $225.0 anillof our 8.625% unsecured senior notes at thetunibadate. We funded this repayment
using borrowings under our revolving credit fagilitn February 2012, we paid in full a mortgagenl@acumbering one of our properties that
had a principal balance of approximately $12.4iomll an interest rate of 6.03% and a maturity datdarch 2012. In April 2012, we paid in
full 17 mortgage loans encumbering 17 of our proesithat had an aggregate principal balance of6é3@lion, weighted average interest
rate of 6.95% and maturity dates in June and J0ly22In June 2012, we paid in full a mortgage leaoumbering one of our properties that
had a principal balance of approximately $3.1 wnilian interest rate of 6.07% and a maturity dateeptember 2012. In October 2012, we
paid in full a mortgage loan encumbering one of maperties that had a principal balance of appnaxély $4.2 million, an interest rate of
6.50% and a maturity date in January 2013.

In July 2012, we issued 13,800,000 comniames in a public offering, raising net proceedapgroximately $287.1 million, after
expenses. We used the net proceeds of this offasingpay borrowings outstanding under our revg\iredit facility.
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In July 2012, we sold $350.0 million of eoared senior notes. The notes require interesfigéd rate of 5.625% per annum and are due
in 2042. Net proceeds from this sale of the natfier underwriting discounts, fees and other expgnsere approximately $338.6 million.
Interest on the notes is payable quarterly in asté&/e used a part of the net proceeds of thigionffdo repay borrowings under our revolving
credit facility and we used the remaining net peatseto prepay a part of our FNMA secured term kaohfor general business purposes,
which included funding a part of our recent acdiges of properties described above.

In August 2012, we prepaid approximatel9%2 million of the outstanding principal balandear FNMA secured term loan that had
an interest rate of 6.4% at August 31, 2012 andcturty date in September 2019, using, among dthets, net proceeds from our July 2012
debt offering described above. As a result of pnepayment, 11 of the 28 properties securing tfdas were released from the related
mortgage.

In January 2013, we issued 11,500,000 comshares in a public offering, raising net proceafdspproximately $262.1 million, before
expenses. We used the net proceeds of this offesingpay borrowings outstanding under our revg\iredit facility and for general busin
purposes, including funding in part pending acdjaiss of properties described above or other péssitbure acquisitions.

On January 10, 2013, we declared a qugntéstribution of $0.39 per common share, or $68ilfion, to our common shareholders of
record on January 22, 2013 for the quarter endexmber 31, 2012. This distribution will be paidstaareholders on or about February 20,
2013, using cash on hand and borrowings underemaiving credit facility, if necessary.

We believe we will have access to varigges$ of financings, including equity or debt offeys, to fund our future acquisitions and to
pay our debts and other obligations as they beahreeOur ability to complete and the costs of aturfe debt transactions depend primarily
upon market conditions and our credit ratings. \&eehno control over market conditions. Our credlitngs depend upon evaluations by ci
rating agencies of our business practices and ladsin particular, whether we appear to havethilty to maintain our earnings and sen
our debt funding obligations, to space our debtumiéés and to balance our use of equity and dapital so that our financial performance
and leverage ratios afford us flexibility to withetl any reasonably anticipatable adverse changestédhd to conduct our business activities
in a manner which will continue to afford us reasole access to capital for investment and finanaitiyities. However, there can be no
assurance that we will be able to complete anytgguidebt offerings or that our cost of any futpreélic or private financings will not
increase.

Off Balance Sheet Arrangements

As of December 31, 2012, we had no off bedasheet arrangements that have had or that veetewpuld be reasonably likely to have a
future material effect on our financial conditi@manges in financial condition, revenues or expgnssults of operations, liquidity, capital
expenditures or capital resources.

Debt Covenants

Our principal debt obligations at Decem®gr 2012 were: $190.0 million outstanding under®260.0 million unsecured revolving
credit facility; four public issuances of unsecusethior notes including: $250.0 million due 201@m@annual interest rate of 4.30%,
$200.0 million due 2020 at an annual interest od& 75%, $300.0 million due 2021 at an annualregerate of 6.75% and $350.0 million
2042 at an annual interest rate of 5.625%; and £708lion of mortgages secured by 56 of our préipsrwith maturity dates from 2013 to
2043. We also have two properties encumbered hyat#gases totaling $13.8 million at December&112. Our unsecured senior notes are
governed by an indenture. The indenture for oueoaed senior notes and related supplements angwlving
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credit facility contain a number of covenants whiehtrict our ability to incur debts, including delsecured by mortgages on our propertie
excess of calculated amounts, require us to maiataninimum net worth, restrict our ability to madkistributions under certain circumstan
and generally require us to maintain certain ofimamcial ratios. As of December 31, 2012, we ha&liere were in compliance with all of the
covenants under our indenture and related supplesmaur revolving credit facility and our other debligations.

None of our indenture and related supplaémeamnr revolving credit facility or our other deddiligations contain provisions for
acceleration which could be triggered by our dabihgs. However, in certain circumstances, our Ikgrg credit facility uses our senior debt
rating to determine the fees and the interestpayable by us.

Our public debt indenture and related saimygnts contain cross default provisions, whichgareerally triggered upon default of any of
our other debts of at least $10.0 million or, witspect to certain notes under such indenture @pplesments, higher amounts. Similarly, our
revolving credit facility contains a cross defguibvision to any other debts of $25.0 million ormathat are recourse debts and to any other
debts of $75.0 million or more that are non-receutsbts. Termination of our business managememtoperty management agreements with
RMR would cause a default under our revolving drésdility, if not approved by a majority of ounlders.

Related Person Transactions

We have relationships and historical anaticoing transactions with our Trustees, our exgeutfficers, RMR, Five Star, CWH, AIC
and other companies to which RMR provides manageserices and others affiliated with them. Forregke, we have no employees and
personnel and various services we require to openat business are provided to us by RMR purswamanagement agreements; and RV
owned by our Managing Trustees. Also, as a furtxample, we have or had relationships with othemnmanies to which RMR provides
management services and which have trustees, alisead officers who are also trustees, directodfaers of ours or RMR, including: Fi
Star, which is our former subsidiary, our largestant and a manager of certain of our senior liemgmunities, and we are Five Star's lar
stockholder; D&R Yonkers LLC, which is owned by @axecutive officers and to which our TRS subleaspsrtion of a senior living
community we own in order to accommodate certaguirements of New York healthcare licensing lawg/K, which was our former parent
and with which we have engaged in transactions fiora to time, including our acquiring MOBs from GWand we, RMR, Five Star, CWH
and four other companies to which RMR provides rgan@ent services each currently own 12.5% of AlQnaimna insurance company, and
we and the other shareholders of AIC have propesiyrance in place providing $500.0 million of coage pursuant to an insurance program
arranged by AIC and with respect to which AIC iemsurer of certain coverage amounts. For furithfermation about these and other such
relationships and related person transactionsselsee Note 5 to the Notes to Consolidated Fina&tatements included in Part IV, Item 15
of this Annual Report on Form 10-K, which is incorated herein by reference, and the section cagiBusiness" above in Part I, Item 1 of
this Annual Report on Form 10-K. In addition, foora information about these transactions and o#laliips and about the risks that may
arise as a result of these and other related pém@osactions and relationships, please see elsewhthis Annual Report on Form 10-K,
including "Warning Concerning Forward Looking Staents" and Part I, Item 1A, "Risk Factors." Copésertain of our agreements with
these related parties, including our business n&magt agreement and property management agreenteiRMR, our leases, forms of
management agreements and related pooling agregamahformer Bridge Loan with Five Star, our agreets with D&R Yonkers LLC and
its owners, various agreements we have enteredGWK and our shareholders agreement with AIC andthiaireholders, are publicly
available as exhibits to our public filings wittetSEC and accessible at the SEC's website at wangyme
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We believe that our agreements with RMReFstar, D&R Yonkers LLC and its owners, CWH andCAdre on commercially reasonable
terms. We also believe that our relationships \RilMR, Five Star, D&R Yonkers LLC and its owners, CVikd AIC and their affiliated and
related persons and entities benefit us and, in paovide us with competitive advantages in opegaand growing our business.

Critical Accounting Policies

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

. allocation of purchase prices among various asdegories and the related impact on the recognitioental income and
depreciation and amortization expense;

. assessment of the carrying values and impairménmesg lived assets; and

. classification of leases.

We allocate the consideration paid, gehecaish plus the fair value of any assumed lidabditfor our properties among land, building
and improvements and identified intangible assedsliabilities, consisting of the value of aboverke and below market leases, the value of
in place leases and the value of tenant relatipssiurchase price allocations and the determmafiaseful lives are based on our estimates
and, under some circumstances, studies from indispmeal estate appraisal firms to provide marketmation and evaluations that are
relevant to our purchase price allocations andrdet@tions of useful lives; however, we are ultielptresponsible for the purchase price
allocations and determination of useful lives.

We allocate the consideration to land,ding and improvements based on a determinatioheofair values of these assets assuming the
property is vacant. We determine the fair valua pfoperty using methods that we believe are sirtoléhose used by independent apprai
Purchase price allocations to above market andibelarket leases are based on the estimated predent(using an interest rate which
reflects our assessment of the risks associatértihgtleases acquired) of the difference betwepthélcontractual amounts to be paid
pursuant to the in place leases and (2) our estiofdiair market lease rates for the correspontiiages, measured over a period equal to the
remaining norzancelable terms of the respective leases. Purghiseallocations to in place leases and tendatioaships are determined
the excess of (1) the purchase price paid for pgty after adjusting existing in place leasesstingated market rental rates over (2) the
estimated fair value of the property as if vacsiie aggregate this value between in place leasesand tenant relationships based on our
evaluation of the specific characteristics of etrtant's lease; however, the value of tenant oglshiips has not been separated from in place
lease value for our properties because we beligefe galue and related amortization expense is irnafor acquisitions reflected in our
historical financial statements. We consider carfactors in performing these analyses includirtgredes of carrying costs during the
expected lease up periods, including real estagsfansurance and other operating income and sggeand costs to execute similar leases in
current market conditions, such as leasing comonissilegal and other related costs. If we beliéeevilue of tenant relationships are
material in the future, those amounts will be safey allocated and amortized over the estimatest|of the relationships. We recognize the
excess, if any, of the consideration paid over ammallocated to land, buildings and improvement$identified intangible assets and
liabilities as goodwill.
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We compute depreciation expense usingtthght line method over estimated useful livesipfto 40 years for buildings and
improvements, and up to 12 years for personal ptppé/e do not depreciate the allocated cost of |&kle amortize capitalized above mat
lease values (included in acquired real estatefass a reduction to rental income over the reimaimon-cancelable terms of the respective
leases. We amortize capitalized below market lgakees (presented as acquired real estate leaigatidns) as an increase to rental income
over the remaining terms of the respective leasesamortize the value of in place leases exclusiibe value of above market and below
market in place leases to expense over the rengaidn-cancelable periods of the respective ledadease is terminated prior to its stated
expiration, all unamortized amounts relating ta tease are written off. Purchase price allocati@uglire us to make certain assumptions and
estimates. Incorrect assumptions and estimates@sait in inaccurate depreciation and amortizatioarges over future periods.

We periodically evaluate our propertiesifopairment. Impairment indicators may include denh tenant occupancy, weak or declin
tenant profitability, cash flow or liquidity, ouredision to dispose of an asset before the end ekitimated useful life and legislative, and
market or industry changes that could permanertiyce the value of a property. If indicators of @aimment are present, we evaluate the
carrying value of the related property by compaitrtg the expected future undiscounted cash fltmnse generated from that property. If the
sum of these expected future cash flows is lesstti@carrying value, we reduce the net carryidgevaf the property to its estimated fair
value. This analysis requires us to judge whethgicators of impairment exist and to estimate likekure cash flows. If we misjudge or
estimate incorrectly or if future tenant operatiamsirket or industry factors differ from our expaiains we may record an impairment charge
that is inappropriate or fail to record a chargeewlkve should have done so, or the amount of arty ch&rges may be inaccurate.

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

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

Impact of Inflation

Inflation in the past several years in theted States has been modest. Future inflatiohiigve either positive or negative impacts on
our business. Inflation might cause the value afreal estate to increase. In an inflationary esrwinent, the percentage rents which we
receive based upon a percentage of our tenan&siues should increase. Offsetting these benefitation might cause our costs of equity
and debt capital and operating costs to increasénétease in our capital costs or in our operatiogfs may result in decreased earnings
unless it is offset by increased revenues. In peraf rapid inflation, our tenants' or managergrafing costs may increase faster than
revenues, which may have an adverse impact updroustenants' or managers' operating income foomproperties becomes insufficient to
pay our rents or returns. To mitigate the advergeact of increased tenant
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financial distress upon us, we generally requinetenants to provide guarantees for our rent. Tigatie the adverse impact of any increased
cost of debt capital in the event of material itifla, we previously have purchased interest rapeaggeements and we may enter into
additional interest rate hedge arrangements ifutivee. The decision to enter into these agreemeassand will be based on various factors,
including the amount of our floating rate debt ¢antsling, our belief that material interest rateéases are likely to occur, the costs of anc
expected benefit from these agreements and upaiireetents of our borrowing arrangements.

Impact of Government Reimbursement

As of December 31, 2012, approximately 38%ur NOI was generated from properties where pritya of the NOI is derived from
private resources, and the remaining 7% of our Wexd generated from properties where a majoritheMNOI was derived from Medicare
and Medicaid reimbursements. We and our tenantatgpéacilities in many states and participateeidefral and state healthcare payment
programs, including the federal Medicare and Stdicaid programs for services in SNFs, hospitals ather similar facilities, state
Medicaid programs for services in assisted livioghmunities and other federal and state healthcayment programs. Because of the cur
federal budget deficit and other federal spendiigriies and continued challenging state fiscalditions, there have been numerous recent
legislative and regulatory actions or proposedoastiwith respect to federal Medicare rates ané $tidicaid rates and federal payments to
states for Medicaid programs. Examples of thesg aéimer information regarding such programs, ao®iged under the caption "Business—
Government Regulation and Reimbursement" in thisush Report on Form 10-K. CMS has issued updatediddee PPS rates for SNFs
effective October 1, 2012, which CMS estimates veiflult in a net increase of approximately 1.8%ggregate Medicare payments for SNFs,
consisting of a 2.5% increase to account for ifdtatreduced by a 0.7% productivity adjustment ar&dd1% aggregate increase in IRF PPS
payments in federal fiscal year 2013. In June 2€H2U.S. Supreme Court upheld two major provisifithe ACA—the individual mandate,
which requires most Americans to maintain healguiance or to pay a penalty, and the Medicaid esipanwhich requires states to expand
their Medicaid programs by 2014 to cover all indiv@ls under the age of 65 with incomes not exceeti®3% of the federal poverty line. In
upholding the Medicaid expansion, the Supreme Cueld that it violated the U.S. Constitution asftdré but remedied the violation by
modifying the expansion to preclude the SecretiyHS from withholding existing federal Medicaidrds from states that fail to comply
with the Medicaid expansion, instead allowing tleergtary only to deny new Medicaid expansion fugdis a result of the Court's ruling,
some states may choose not to participate in thdiddiel expansion or may delay their participatidfe are unable to predict the impact of
these or other recent legislative and regulatotipas or proposed actions with respect to stateibééd rates and the payments to states for
Medicaid programs on us.

The ACA includes various provisions affagtiMedicare and Medicaid providers, including exgethpublic disclosure requirements for
SNFs and other providers, enforcement reforms macr@¢ased funding for Medicare and Medicaid progirategrity control initiatives. The
ACA has resulted in several changes to existindthesre fraud and abuse laws, established additenfarcement tools and funding to the
government, and provided for increased cooperdt@ween agencies by establishing mechanisms foinghaformation relating to
noncompliance. Furthermore, the ACA provides fdrarced criminal and administrative penalties farammpliance. We are unable to
predict the impact on our tenants and our managfetee insurance reforms, payment reforms, andinesle delivery systems reforms
contained in and to be developed pursuant to thA.AXpanded insurance availability could providerenpaying customers to our tenants
and managers. On the other hand, if the chandas itmplemented under the ACA result in reduced mysifor the services that our tenants
or our managers provide or the failure of Medicatedicaid or insurance payment rates to cover enants' costs, including the rents and
management fees that they pay, our future finamegllts could be adversely and materially affected
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We cannot estimate the type and magnitfidleeopotential regulatory changes discussed abdmuethey may have a material adverse
effect on the ability of our tenants' to pay ustyéme profitability of our Managed Communities &hé values of our properties. The changes
implemented or to be implemented could result enfdilure of Medicare, Medicaid or private paymgates to cover our tenants' costs of
providing required services to residents, in reidmstin payments or other circumstances that chale a material adverse effect on the
ability of our tenants to pay rent to us, the gaddility of our Managed Communities and the valoEsur properties.

Seasonality

Nursing home and assisted living operatitange historically reflected modest seasonalityrimyfourth quarter holiday periods,
residents at such facilities are sometimes dis@thtg join in family celebrations and admissionisiens are often deferred. The first quarter
of each calendar year usually coincides with ineeddllness among residents which can result ireased costs or discharges to hospitals
a result of these factors and others, these opasasiometimes produce greater earnings in the degsuhthird quarters of each calendar year
and lesser earnings in the fourth and first caleqdarters. We do not expect these seasonal diffessto have a material impact upon the
ability of our tenants to pay our rent. Our MOBslavellness center business do not typically expegeseasonality.

Impact of Climate Change

The current political debate about climettange has resulted in various treaties, laws egulations which are intended to limit carbon
emissions. We believe these laws being enactetbpoped may cause energy costs at our propertiasrase in the future. In an effort to
reduce the effects of any increased energy coskeifuture, we and our manager, RMR, continuostigy ways to improve the energy
efficiency at all of our properties. RMR is a membéthe Energy Star Partner program, a joint progof the U.S. Environmental Protection
Agency and the U.S. Department of Energy whiclocu$ed on promoting energy efficiency and sustdlihabt commercial properties
through its "ENERGY STAR" label program, and a memaf the U.S. Green Building Council, a nonprofiganization focused on
promoting energy efficiency and sustainability atnenercial properties through its leadership in gpend environmental design, or LEED®
green building certificate program. We do not exfilee direct impact of these possible increasenargy costs resulting from laws designed
to address climate change to be material to oultsesf operations because most of the increassis either may be the responsibility of our
tenants directly or in large part may be passeoutyin by us to our tenants as additional lease patgue, in the longer term, would be passed
through as higher charges paid by the patient&lewts and other customers of our properties; hewemcreased costs incurred by our
managers may affect their ability to pay us ourimirm returns and may prevent or reduce any additimiurns we may receive. Although
we do not believe it is likely in the foreseeahl&ufe, laws enacted to mitigate climate change make some of our buildings obsolete or
cause us to make material investments in our ptiegarhich could materially and adversely affeat fimancial condition and results of
operations or the financial condition of our tersamt managers and their ability to pay rent orrrefuo us.

There have recently been severe weathieitaes in different parts of the country that sopteservers believe evidence global climate
change, including the recent Hurricane Sandy thaaicted portions of the eastern United States toli@c 2012. Such severe weather that
may result from climate change may have an adwdfeet on individual properties we own. We mitigéttese risks by owning a diversified
portfolio of properties and by procuring insuraiceerage we believe adequate to protect us frorenmbhtlamages and losses from such
activities. However, there can be no assuranceotiramitigation efforts will be sufficient or thatorms that may occur due to future climate
change or otherwise could not have a material agvaffect on our business.
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ltem 7A. Quantitative and Qualitative Disclosure About Market Risk.

We are exposed to risks associated wittketahanges in interest rates. We manage our esptsithis market risk by monitoring
available financing alternatives. Other than azdiesd below, we do not currently foresee any sigaut changes in our exposure to
fluctuations in interest rates or in how we mantm® exposure in the near future.

At December 31, 2012, our outstanding fixete debt included the following (dollars in thands):

Annual

Principal Interest Annual
Interest Interest
Debt Balance® Rate V) Expense Maturity Payments Due
Unsecured senior not $ 350,000 5.625% $ 19,68¢ 204z Quarterly
Unsecured senior not 300,00t 6.75% 20,25( 2021 Sem-Annually
Unsecured senior not 250,00( 4.30% 10,75( 201¢ Sem-Annually
Unsecured senior not 200,00t 6.75% 13,50( 202C Sem-Annually
Mortgages 296,43 6.71% 19,891 201¢ Monthly
Mortgages 90,607 5.924¥% 5,36¢ 201¢ Monthly
Mortgages 52,00( 5.64% 2,93: 201¢ Monthly
Mortgages 46,75: 6.54% 3,05¢ 2017 Monthly
Mortgages 36,90¢ 5.83% 2,152 201« Monthly
Mortgages 30,94« 6.015% 1,861 201t Monthly
Mortgages 13,75¢ 6.91% 951 201z Monthly
Mortgages 13,05 5.66% 73¢ 201t Monthly
Mortgages 12,531 6.25% 784 201¢ Monthly
Mortgages 11,61 6.365Y% 73¢ 201t Monthly
Mortgages 11,41¢ 6.15% 702 2017 Monthly
Mortgages 10,56¢ 6.11% 64€ 201z Monthly
Mortgages 9,641 6.73% 64¢ 201¢ Monthly
Mortgages 9,49 5.95% 56E 203¢ Monthly
Mortgages 6,792 5.81% 39t 201t Monthly
Mortgages 6,47¢ 5.97% 387 201¢ Monthly
Mortgages 5,81( 5.86% 34C 2017 Monthly
Mortgages 5,121 5.65% 28¢ 201t Monthly
Mortgages 4,747  4.375% 20¢ 204: Monthly
Mortgages 4,59¢ 5.81% 267 201t Monthly
Mortgages 3,53¢ 6.25% 221 203z Monthly
Mortgages 3,27( 7.31% 23¢ 202z Monthly
Mortgages 2,87¢ 5.88% 16¢ 201t Monthly
Mortgages 1,60¢ 7.85% 12¢€ 202z Monthly
Bonds 14,70C 5.875Y% 864 2027 Sem-Annually
$ 1,805,25! $ 108,73:

(1) The principal balances, annual interest ratesannual interest expense are the amounts #tettesl applicable
contracts. In accordance with GAAP, our carryinfpga and recorded interest expense may differ tfmae amounts
because of market conditions at the time we assuhese debts.

No principal repayments are due under aseaured notes or bonds until maturity. Our morgagquire principal and
interest payments through maturity pursuant to simagion schedules. Because these debts bearshtdra fixed rate, changes
in market interest rates during the term of thesatglwill not affect our interest obligations. hiese debts were refinanced at
interest rates which are 100 basis points highéoweer than shown above, our annual interest costiadvincrease or decrease
by approximately $18.1 millior
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Changes in market interest rates wouldcatfee fair value of our fixed rate debt obligagpimcreases in market interest rates decrease
the fair value of our fixed rate debt, while desesin market interest rates increase the fairevalwur fixed rate debt. Based on the balances
outstanding at December 31, 2012, and discountgdftav analyses through the respective maturitgglaand assuming no other changes in
factors that may affect the fair value of our fixaetie debt obligations, a hypothetical immediat@ ksis point change in interest rates would
change the fair value of those obligations by apipnately $116.9 million.

Our unsecured senior notes and mortgagagsaeatain provisions that allow us to make repaysearlier than the stated maturity date.
In some cases, we are not allowed to make earfyrapnt prior to a cutoff date and we are geneelbyved to make prepayments only at a
premium equal to a make whole amount, as definbdithwis generally designed to preserve a statdd toethe noteholder. Also, we have in
the past repurchased and retired some of our odisi;adebts and we may do so again in the futunes& prepayment rights and our abilit
repurchase and retire outstanding debt may affsr@pportunities to mitigate the risk of refinancimgr debts at maturity at higher rates by
refinancing prior to maturity.

At December 31, 2012, our floating ratetdsinsisted of $190.0 million outstanding under $150.0 million unsecured revolving credit
facility. Our revolving credit facility matures ilune 2015, and, subject to our meeting certainitiond, including our payment of an
extension fee, we have the option to extend thedtaaturity date by one year to June 2016. Nacjpét repayments are required under our
revolving credit facility prior to maturity, and gpayments may be made, and redrawn subject totamrg]iat any time without penalty.
Borrowings under our revolving credit facility areU.S. dollars and bear interest at LIBOR plupeead that is subject to adjustment based
upon changes to our credit ratings. Accordingly anevulnerable to changes in U.S. dollar based #tin rates, specifically LIBOR. There
have been recent governmental inquiries regardiegetting of LIBOR, which may result in changethi process that could have the effect
of increasing LIBOR. In addition, upon renewal efinancing of our revolving credit facility, we avelnerable to increases in interest rate
spreads due to market conditions or our perceiveditcrisk. Generally, a change in interest ratesilal not affect the value of our floating r
debt but would affect our operating results. THfaing table presents the impact a 100 basis goorease in interest rates would have on
our annual floating rate interest expense at Deeer®b, 2012 (dollars in thousands):

Impact of Changes in Interest Rate:

Annual
Interest Rate Outstanding Total Interest Earnings per Share
Per Year ") Debt Expense Per Year Impact @
At
December
2012 1.80% $ 190,00( $ 3,42( $ 0.0z
100 basis
point
increase 2.80% $ 190,00 $ 532( $ 0.0z

(1)  Weighted based on the outstanding borrowings &eoémber 31, 2012.

(2) Based on weighted average number of shares ouitstpfodt the year ended December 31, 2(
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The following table presents the impacba basis point increase in interest rates would ltavour annual floating rate interest expense
at December 31, 2012 if we had fully drawn our tewq credit facility (dollars in thousands):

Impact of Changes in Interest Rate:

Annual
Interest Rate Outstanding Total Interest Earnings per Share
Per Year ) Debt Expense Per Year Impact @
At
December
2012 1.80% $ 750,000 $ 13,50 $ 0.0¢
100 basis
point
increase 2.80% $ 750,00( $ 21,000 $ 0.1z

(1)  Weighted based on the outstanding borrowings &eoémber 31, 2012.

(2) Based on weighted average number of shares ouitstpfodt the year ended December 31, 2(

The foregoing tables show the impact oinamediate increase in floating interest ratesntéfest rates were to change gradually over
time, the impact would be spread over time. Ouiosype to fluctuations in floating interest rated imcrease or decrease in the future with
increases or decreases in the outstanding amodaet our revolving credit facility or other floatingte debt.

Although we have no present plans to dowsomay in the future enter into hedge arrangenfeoits time to time to mitigate our
exposure to changes in interest rates.

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

As of the end of the period covered by tkigort, our management carried out an evaluatioder the supervision 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 pursigeattite Exchange Act, Rules 13a-15 and 15d-15. Baped that evaluation, our Managing
Trustees, President and Chief Operating OfficerBnedisurer and Chief Financial Officer concludeat thur disclosure controls and
procedures are effective.

There have been no changes in our intewratol over financial reporting during the quaeded December 31, 2012 that have
materially affected, or are reasonably likely tatenally affect, our internal control over finantiaporting.

Management Report on Assessment of Internal ContrdDver Financial Reporting

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

Our management assessed the effectivehess mternal control over financial reporting @sDecember 31, 2012. In making this
assessment, it used the criteria set forth by thrar@ittee of
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Sponsoring Organizations of the Treadway Commisgidnternal Control—Integrated FrameworkBased on our assessment, we believe
that, as of December 31, 2012, our internal comtver financial reporting is effective.

Ernst & Young LLP, the independent registepublic accounting firm that audited our 2012smitlated financial statements include
this Annual Report on Form 1Q; has issued an attestation report on our intesoairol over financial reporting. The report apgesisewher
herein.

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

We have a Code of Conduct that appliedl toua representatives, including our officers dndstees and employees of RMR. Our Code
of Conduct is posted on our website, www.snhrei.cA printed copy of our Code of Conduct is alsaikable free of charge to any person
who requests a copy by writing to our Secretaryi@eHousing Properties Trust, Two Newton Placéy @Fashington Street, Suite 300,
Newton, MA 0245-1634. We intend to disclose any amendments orevsito our Code of Conduct applicable to our pgatexecutive
officer, principal financial officer, principal aoanting officer or controller (or any person perfiing similar functions) on our website.

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

The information required by Item 11 is inmorated by reference to our definitive Proxy Statat.
Item 12. Security Ownership of Certain BeneficiBOwners and Management and Related Stockholder M#&trs.

Equity Compensation Plan InformationWe may grant common shares to our officersathdr employees of RMR under our 2012
Equity Compensation Plan, which replaced our 20@2mtive Share Award Plan, or our Share Award Riaaddition, each of our Trustees
receives 2,000 shares per year as part of his hnoogensation for serving as a Trustee and suatestare awarded under this plan. The
terms of grants made under our Share Award Pladetegmined by our Board of Trustees, or a committereof, at the time of the grant.
The following table is as of December 31, 2012:

Number of securities
remaining available for

Number of securities to be Weighted-average future issuance under our
issued upon exercise of exercise price of equity compensation plan
outstanding options, outstanding options, excluding securities
warrants and rights warrants and rights reflected in column (a)

(@) (b) (©

Equity compensation plan

approved by security

holders None. None. 2,911,501
Equity compensation plan n

approved by security

holders None. None. None

Total None. None. 2,911,50(D

(1) Pursuant to the terms of our Share Award Planpievent shall the number of shares issued undegslanrexceed
3,000,000; 2,911,508 represent the total sharélbileaunder our plan on December 31, 2012. SiheeShare Award
Plan was established, 88,492 share awards havegbaeted. When share awards are granted underhaue ward
Plan, it reduces the number of shares availablemmar plan

For additional information regarding payrseloy us to RMR, please see Note 5 to our notesrieolidated financial statements included
in Part IV, Item 15 of this Annual Report on For®K. The remainder of the information required n 12 is incorporated by reference to
our definitive Proxy Statement.
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Item 13. Certain Relationships and Related Traresctions, and Director Independence.

The information required by Item 13 is inmorated by reference to our definitive Proxy Stsat.
Item 14. Principal Accountant Fees and Services.

The information required by Item 14 is inmorated by reference to our definitive Proxy Steat.
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PART IV
ltem 15. Exhibits and Financial Statement Schedes.

€) Index to Financial Statements and Financial StatéiSehedules

The following consolidated financial statams and financial statement schedules of Seniosidg Properties Trust are included on the
pages indicated:

Page

Reports of Ernst & Young LLP, Independent Registekecounting Firnr F-1
Consolidated Balance Sheets as of December 31,&01201 F-3
Consolidated Statements of Income and Comprehenstoene for each of the three years

in the period ended December 31, 2! F-4
Consolidated Statements of Shareholders' Equitgdch of the three years in the period

ended December 31, 20 F-5
Consolidated Statements of Cash Flows for eacheofitree years in the period ended

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

All other schedules for which provisiomigde in the applicable accounting regulations efSEC are not required under the related
instructions, or are inapplicable, and thereforechaeen omitted.

(b)  Exhibits

Exhibit
Number Description
2.1 Purchase Agreement, dated as of July 29, 2014ngr&8C-Boca, Inc., CR Chevy Chase
Partnership, CC-Dallas, Inc., HBC Associates, LOC-Plantation, Inc., CC-
Pompano, Inc., CC-Reno, Inc., CR Teaneck Limitedreaship, CR Riverdale Limited
Partnership and the Company. (Incorporated by eafay to the Company's Current Report
on Form K dated September 1, 201

2.2 First Amendment to Purchase Agreement, dated Asigdist 29, 2011, among CC-
Boca, Inc., CR Chevy Chase Partnership, CC-Ddlas, HBC Associates, LLC, CC-
Plantation, Inc., CC-Pompano, Inc., CC-Reno, I8&, Teaneck Limited Partnership, CR
Riverdale Limited Partnership and the Company.difporated by reference to the
Company's Current Report on For-K dated October 12, 2011

2.2 Second Amendment to Purchase Agreement, datedfasgoist 31, 2011, among CBoca,
Inc., CR Chevy Chase Partnership, CC-Dallas, HBC Associates, LLC, CC-Plantation,
Inc., CC-Pompano, Inc., CC-Reno, Inc., CR Teandokited Partnership, CR Riverdale
Limited Partnership and the Company. (Incorpordtgdeference to the Company's Cur
Report on Form-K dated October 12, 2011

3.1 Composite Copy of Amended and Restated Declarafidmust, dated September 20, 1¢
as amended to date. (Incorporated by referendeet€bmpany's Quarterly Report on
Form 1(-Q for the quarter ended September 30, 2C
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Exhibit
Number

Description

3.2

3.4

4.1

4.2

4.4

4.€

4.7

4.8

8.1

10.1

Articles Supplementary dated May 11, 2000. (Ipcoated by reference to the Company's
Quarterly Report on Form -Q for the quarter ended March 31, 20(

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

Certificate of Correction dated March 29, 2004cirporated by reference to the
Company's Quarterly Report on Formr-Q for the quarter ended March 31, 20(

Amended and Restated Bylaws of the Company, addfgbclary 14, 2012. (Incorporated
by reference to the Company's Current Report omR-K dated June 29, 201z

Form of Common Share Certificate. (Incorporatedddgrence to the Company's Current
Report on Form-K dated January 22, 201:

Indenture, dated as of December 20, 2001, betwee@odmpany and State Street Bank and
Trust Company. (Incorporated by reference to them@any's Registration Statement on
Form &3, File No. 33-76588.)

Supplemental Indenture No. 4, dated as of Aprd®,0, between the Company and U.S.
Bank National Association, related to 6.75% Sehotes due 2020, including form there
(Incorporated by reference to the Company's QugrRaport on Form 1@ for the quarte
ended March 31, 201C

Supplemental Indenture No. 5, dated as of Januzargd11, between the Company and
U.S. Bank National Association, related to 4.30%i&eNotes due 2016, including form
thereof. (Incorporated by reference to the CompafAighual Report on Form 10-K for the
year ended December 31, 201

Supplemental Indenture No. 6, dated as of Dece@h2011, between the Company and
U.S. Bank National Association, related to 6.75%i&eNotes due 2021, including form
thereof. (Incorporated by reference to the CompafAghual Report on Form 10-K for the
year ended December 31, 201

Supplemental Indenture No. 7, dated as of Jul2Q02, between the Company and U.S.
Bank National Association, related to 5.625% Sehiotes due 2042, including form
thereof (Incorporated by reference to the CompdRgistration Statement on Form 8-A
dated July 20, 2012

Rights Agreement, dated as of March 10, 2004, betviee Company and EquiServe Trust
Company, N.A. (Incorporated by reference to the gany's Current Report on Form 8-K
dated March 10, 2004

Appointment of Successor Rights Agent, dated d3eaiember 13, 2004, between the
Company and Wells Fargo Bank, National Associat{trcorporated by reference to the
Company's Current Report on Fori-K dated December 13, 200-

Opinion of Sullivan & Worcester LLP as to certa@x tmatters. (Filed herewitt

Amended and Restated Business Management Agreedagad, as of December 11, 2012,
among the Company, Reit Management & Research Ba@ry M. Portnoy, Gerard M.
Martin and Adam D. Portnoy.(+) (Incorporated byereihce to the Company's Current
Report on Form-K dated December 11, 201:
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Exhibit
Number

Description

10.2

10.c

10.4

10.5

10.€

10.7

10.€

10.1C

10.11

10.12

10.1¢

10.1¢4

10.1¢

10.1¢

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

First Amendment to Amended and Restated Propertyagement Agreement, dated as of
January 14, 2011, between Reit Management & Rdsé&€ and the Company.(+)
(Incorporated by reference to the Company's AnRegdort on Form 10-K for the year
ended December 31, 201

Second Amendment to Amended and Restated Propenyadément Agreement, dated as
of December 11, 2012, between Reit Management &&eh LLC and the Company.(+)
(Incorporated by reference to the Company's CuRepiort on Form 8-K dated

December 11, 2012

1999 Incentive Share Award Plan.(+) (Incorporatgddierence to the Company's
Registration Statement on Form S-11 (Pre-effeciiveendment No. 2), File No. 333-
69703.)

Amendment to the 1999 Incentive Share Award Plarfltteorporated by reference to the
Company's Quarterly Report on Formr-Q for the quarter ended June 30, 20!

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

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

2012 Equity Compensation Plan.(+) (Incorporatededfgrence to the Company's Current
Report on Form-K dated May 17, 2012

Form of Restricted Share Agreement.(+) (Incorpatie reference to the Company's
Quarterly Report on Form -Q for the quarter ended September 30, 2C

Form of Indemnification Agreement.(+) (Incorporatadreference to the Company's
Current Report on Forrr-K dated May 17, 2012

Summary of Trustee Compensation.(+) (Incorporateteberence to the Company's
Current Report on Formr-K dated May 17, 2012

Transaction Agreement, dated September 21, 199®eba HRPT Properties Trust (now
known as CommonWealth REIT) and the Company. (lmz@ted by reference to
CommonWealth REIT's Current Report on For-K dated October 12, 199¢

First Amendment to Transaction Agreement, dateaf &ay 5, 2008, between HRPT
Properties Trust and the Company. (Incorporatecefgrence to the Company's Current
Report on Form-K dated May 9, 2008

Transaction Agreement, dated December 7, 2001, gitenCompany, certain subsidiaries
of the Company party thereto, Five Star QualityeC#mc., certain subsidiaries of Five Star
Quality Care, Inc. party thereto, FSQ, Inc., Hasljig Properties Trust, HRPT Properties
Trust and Reit Management & Research LLC. (Incaateat by reference to the Company's
Current Report on Forrmr-K dated December 13, 200:

Credit Agreement, dated as of June 24, 2011, arft@@ompany, Wells Fargo Bank,
National Association, as Administrative Agent, aath of the other financial institutio
initially a signatory thereto. (Incorporated byarfnce to the Company's Current Report on
Form &K dated June 27, 2011
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Exhibit
Number

Description

10.1%

10.1¢

10.1¢

10.2¢

10.21

10.2:

10.2¢

10.2¢

10.2¢

10.2¢

Master Credit Facility Agreement, dated as of #atgt, 2009, between SNH FM Financing
LLC and Citibank, N.A., and acknowledged and agredoly SNH FM Financing Trust ai
Ellicott City Land I, LLC. (Incorporated by referemto the Company's Quarterly Repori
Form 1(-Q for the quarter ended June 30, 20!

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

Amendment No. 2 to Master Credit Facility Agreemelatted as of August 31, 2012,
among SNH FM Financing LLC, Citibank, N.A. and FanRlae, and acknowledged and
agreed to by SNH FM Financing Trust, Ellicott Clitgnd I, LLC and the Company.
(Incorporated by reference to the Company's QugrRgport on Form 1@ for the quarte
ended September 30, 201

Amended and Restated Master Lease Agreement (INmasE), dated as of August 4, 2009,
among certain subsidiaries of the Company, as lomddand Five Star Quality Care Trust,
as Tenant. (Incorporated by reference to the Cogip&uarterly Report on Form 10-Q for
the quarter ended June 30, 20(

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

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

Third Amendment to Amended and Restated Masterd Agseement (Lease No. 1), dated
as of December 10, 2009, among certain subsidiafitee Company, as Landlord, and
Five Star Quality Care Trust, as Tenant. (Incorfeatdy reference to the Company's
Annual Report on Form -K for the year ended December 31, 20(

Partial Termination of and Fourth Amendment to Adethand Restated Master Lease
Agreement (Lease No. 1), dated as of August 1, 2&idng certain subsidiaries of the
Company, as Landlord, and Five Star Quality CaresfTras Tenant. (Incorporated by
reference to the Company's Quarterly Report on Fd@3+@ for the quarter ended
September 30, 201(

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

Partial Termination of and Sixth Amendment to Ameshénd Restated Master Lease
Agreement (Lease No. 1), dated as of June 1, 20mtdng certain subsidiaries of the

Company, as Landlord, and Five Star Quality CaresfTras Tenant. (Incorporated by
reference to the Company's Current Report on F-K dated June 27, 2011
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10.27

10.2¢

10.2¢

10.3C

10.31

10.3Z

10.3¢

10.3¢

10.3¢

Seventh Amendment to Amended and Restated Mastese Agreement (Lease No. 1),
dated as of June 20, 2011, among certain subsdiafithe Company, as Landlord, and
Five Star Quality Care Trust, as Tenant. (Incorfeatdy reference to the Company's
Current Report on Formr-K dated June 27, 2011

Eighth Amendment to Amended and Restated Mastesd_Agreement (Lease No. 1),
dated as of August 31, 2012, among certain subgdiaf the Company, as Landlord, and
Five Star Quality Care Trust, as Tenant. (Incorfeatdy reference to the Company's
Quarterly Report on From -Q for the quarter ended September 30, 2C

Amended and Restated Guaranty Agreement (Leas#&)Ndated as of August 4, 2009,
made by Five Star Quality Care, Inc., as Guaraforthe benefit of certain subsidiaries of
the Company, relating to the Amended and Restatastd Lease Agreement (Lease

No. 1), dated as of August 4, 2009, among certalisigiaries of the Company,

Landlord, and Five Star Quality Care Trust, as Tiekn@ncorporated by reference to the
Company's Quarterly Report on Formr-Q for the quarter ended June 30, 20!

Amended and Restated Master Lease Agreement (INms2), dated as of August 4, 2009,
among certain subsidiaries of the Company, as lomddand certain subsidiaries of Five
Star Quality Care, Inc., as Tenant. (Incorporatgddference to the Company's Quarterly
Report on Form 1-Q for the quarter ended June 30, 20!

Partial Termination of and First Amendment to Amethéind Restated Master Lease
Agreement (Lease No. 2), dated as of November19,28mong certain subsidiaries of the
Company, as Landlord, and certain subsidiaries\a Btar Quality Care, Inc., as Tenant.
(Incorporated by reference to the Company's AnRegdort on Form 10-K for the year
ended December 31, 200

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

Third Amendment to Amended and Restated Masterd Agseement (Lease No. 2), dated
as of June 20, 2011, among certain subsidiaritseo€ompany, as Landlord, and certain
subsidiaries of Five Star Quality Care, Inc., asard. (Incorporated by reference to the
Company's Current Report on For-K dated June 27, 2011

Fourth Amendment to Amended and Restated Masteyd Agreement (Lease No. 2),
dated as of July 22, 2011, among certain subsidiai the Company, as Landlord, and
certain subsidiaries of Five Star Quality Care,,las Tenant. (Incorporated by reference to
the Company's Quarterly Report on Forn-Q for the quarter ended June 30, 20.

Fifth Amendment to Amended and Restated Masterd Aggeement (Lease No. 2), dated
as of August 31, 2012, among certain subsidiarfi¢seoCompany, as Landlord, and cert
subsidiaries of Five Star Quality Care, Inc., ardlg. (Incorporated by reference to the
Company's Quarterly Report on Form-Q for the quarter ended September 30, 2C
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10.3¢

10.37

10.3¢

10.3¢

10.4(

10.41

10.4:

10.4:

10.4¢

Amended and Restated Guaranty Agreement (Leas2)Ndated as of August 4, 2009,
made by Five Star Quality Care, Inc., as Guarafborthe benefit of certain subsidiaries of
the Company, relating to the Amended and Restatastd Lease Agreement (Lease

No. 2), dated as of August 4, 2009, among ceriaisigiaries of the Company,

Landlord, and certain subsidiaries of Five Starlu&are, Inc., as Tenant. (Incorporated
by reference to the Company's Quarterly ReportamFL0-Q for the quarter ended

June 30, 2009

Amended and Restated Master Lease Agreement (INmas#), dated as of August 4, 2009,
among certain subsidiaries of the Company, as lomddand certain subsidiaries of Five
Star Quality Care, Inc., as Tenant. (Incorporatgdeference to the Company's Quarterly
Report on Form 1-Q for the quarter ended June 30, 20

First Amendment to Amended and Restated Masterd_Agseement (Lease No. 4), dated
as of October 1, 2009, among certain subsidiafiiseoCompany, as Landlord, and certain
subsidiaries of Five Star Quality Care, Inc., ardlrg. (Incorporated by reference to the
Company's Annual Report on Form-K for the year ended December 31, 20(

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

Third Amendment to Amended and Restated Masterd_Agseement (Lease No. 4), dated
as of June 20, 2011, among certain subsidiaritseo€ompany, as Landlord, and certain
subsidiaries of Five Star Quality Care, Inc., asard. (Incorporated by reference to the
Company's Current Report on Fori-K dated June 27, 2011

Fourth Amendment to Amended and Restated Mastesd Agreement (Lease No. 4),
dated as of August 31, 2012, among certain subgdiaf the Company, as Landlord, and
certain subsidiaries of Five Star Quality Care,,las Tenant. (Incorporated by reference to
the Company's Quarterly Report on Forn-Q for the quarter ended September 30, 2C

Amended and Restated Guaranty Agreement (Leasé)Ndated as of August 4, 2009,
made by Five Star Quality Care, Inc., as Guaraforthe benefit of certain subsidiaries of
the Company, relating to the Amended and Restatastdl Lease Agreement (Lease

No. 4), dated as of August 4, 2009, among certasigiaries of the Company,

Landlord, and certain subsidiaries of Five Starl@u&are, Inc., as Tenant. (Incorporated
by reference to the Company's Quarterly ReportamFL0-Q for the quarter ended

June 30, 2009

Amended and Restated Master Lease Agreement, datedAugust 4, 2009, among SNH
FM Financing LLC, SNH FM Financing Trust and Ellit@ity Land I, LLC, as Landlord,
and FVE FM Financing, Inc., as Tenant. (Incorpatdtg reference to the Company's
Quarterly Report on Form -Q for the quarter ended June 30, 20

Amendment No. 1 to Amended and Restated MastereLAgeeement, dated as of
August 4, 2009, among SNH FM Financing LLC, SNH FMancing Trust and Ellicott
City Land I, LLC, as Landlord, and FVE FM Financjigc., as Tenant. (Incorporated by
reference to the Company's Quarterly Report on Fdy+@ for the quarter ended June 30,
2009.)
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10.4¢

10.4¢

10.47

10.4¢

10.4¢

10.5C

10.51

10.5Z

10.5¢

10.5¢

Partial Termination of and Amendment No. 2 to Awed and Restated Master Lease
Agreement, dated as of August 31, 2012, among SMHFiRancing LLC, SNH FM
Financing Trust and Ellicott City Land I, LLC, ashdlord, and FVE FM Financing, Inc.,
as Tenant. (Incorporated by reference to the Cogip&uarterly Report on Form 10-Q for
the quarter ended September 30, 20

Amended and Restated Guaranty Agreement, datefdfagyast 4, 2009, made by Five S
Quality Care, Inc., as Guarantor, for the bendfsdH FM Financing LLC, SNH FM
Financing Trust and Ellicott City Land I, LLC, réilag to the Amended and Restated
Master Lease Agreement, dated as of August 4, 2086ng SNH FM Financing LLC,
SNH FM Financing Trust and Ellicott City Land I, O, as Landlord, and FVE FM
Financing, Inc., as Tenant. (Incorporated by refeeeto the Company's Quarterly Report
on Form 1-Q for the quarter ended June 30, 20!

Lease Realignment Agreement, dated as of Augu2@8, among the Company and
certain of its subsidiaries, and Five Star Qudligre, Inc. and certain of its subsidiaries.
(Incorporated by reference to the Company's QugrRgport on Form 1@ for the quarte
ended June 30, 200¢

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

Purchase and Sale Agreement, dated as of Sept@®b2011, between Hub Properties
Trust, as Seller, and the Company, as Purchastr {gspect to the property located at &
Walton Road, Plymouth Meeting, Pennsylvania). (fpooated by reference to the
Company's Current Report on For-K dated September 23, 201

Purchase and Sale Agreement, dated as of Sept@®b2011, between Hub Properties
Trust, as Seller, and the Company, as Purchastr {@spect to the property located at z
County Road C West, Roseville, Minnesota). (Incoaped by reference to the Company's
Current Report on Formr-K dated September 23, 201

Purchase and Sale Agreement, dated as of Sept@®b2011, between Hub Properties
Trust, as Seller, and the Company, as Purchas#r {ggpect to the property located at 200
Old County Road, Mineola, New York). (Incorporatedreference to the Company's
Current Report on Formr-K dated September 23, 201

Purchase and Sale Agreement, dated as of Sept@®b2011, between Hub Properties
Trust, as Seller, and the Company, as Purchas#r {gspect to the property located at
5823 Wildwaters Parkway, Dewitt, New York). (Incorpted by reference to the
Company's Current Report on For-K dated September 23, 201

Purchase and Sale Agreement, dated as of Sept@®b2011, between Hub Mid-

West LLC, as Seller, and the Company, as Purclfasir respect to the property locatec
1615 Lakeside Drive, Waukegan, lllinois). (Incorgied by reference to the Company's
Current Report on Formr-K dated September 23, 201

Purchase and Sale Agreement, dated as of Sept@®b2011, between Hub Mid-

West LLC, as Seller, and the Company, as Purclfasir respect to the property locatec
1675 Lakeside Drive, Waukegan, lllinois). (Incorgied by reference to the Company's
Current Report on Formr-K dated September 23, 201
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10.5¢

10.5¢

10.57

10.5¢

10.5¢

10.6(C

10.61

10.62

10.6¢

10.6¢

Purchase and Sale Agreement, dated as of Sept@®b2011, between Hub Properties
Trust, as Seller, and the Company, as Purchastr {gspect to the property located at
47900 Bayside Parkway, Fremont, California). (Ipavated by reference to the Compal
Current Report on Formr-K dated September 23, 201

Purchase and Sale Agreement, dated as of Sept@®b2011, between Hub Properties
Trust, as Seller, and the Company, as Purchastr {@spect to the property located at
47211/47215 Lakeview Boulevard, Freemont, Califaynfincorporated by reference to the
Company's Current Report on Fori-K dated September 23, 201

Purchase and Sale Agreement, dated as of Sept@®b2011, between Hub Properties
Trust, as Seller, and the Company, as Purchastr {gspect to the property located at
7909 Parklane Road, Columbia, South Carolina) ofiperated by reference to the
Company's Current Report on For-K dated September 23, 201

Purchase and Sale Agreement, dated as of Sept@®b2011, between Hub Properties
Trust, as Seller, and the Company, as Purchastr {gspect to the property located at
47201 Lakeview Boulevard, Freemont, Californiajic@irporated by reference to the
Company's Current Report on For-K dated September 23, 201

Purchase and Sale Agreement, dated as of Sept@®b2011, between CW Nom LLC, as
Seller, and the Company, as Purchaser (with respele property located at 5370 Naiman
Parkway, Solon, Ohio). (Incorporated by referemcthe Company's Current Report on
Form &K dated September 23, 201

Purchase and Sale Agreement, dated as of Sept@®b2011, between Hub Properties
Trust, as Seller, and the Company, as Purchas#r {gspect to the property located at
11209-11211 N. Tatum Boulevard, Phoenix, Arizolfiscorporated by reference to the
Company's Current Report on Fori-K dated September 23, 201

Purchase and Sale Agreement, dated as of Sept@®b2011, between Hub Properties
Trust, as Seller, and the Company, as Purchas#r {ggpect to the property located at 475
Virginia Drive, Ft Washington, Pennsylvania). (Ingorated by reference to the Compa
Current Report on Formr-K dated September 23, 201

Amended and Restated Shareholders Agreement, Mate@1, 2012, among Affiliates
Insurance Company, Five Star Quality Care, Incspitality Properties Trust,
CommonWealth REIT, the Company, TravelCenters okAoa LLC, Reit Management &
Research LLC, Government Properties Income TrustSaiect Income REIT.
(Incorporated by reference to the Company's QugrRgport on Form 1@ for the quarte
ended June 30, 201:

Amended and Restated Pooling Agreement No. 1, datsober 30, 2012, between FVE
Managers, Inc. and certain subsidiaries of the Gomypamending and restating the Poc
Agreement, dated as of May 12, 2011, between sadfep. (Incorporated by reference to
the Company's Quarterly Report on Forn-Q for the quarter ended September 30, 2C

Pooling Agreement No. 2, dated October 30, 2018yden FVE Managers, Inc. and cer
subsidiaries of the Company. (Incorporated by sxfee to the Company's Quarterly Rej
on Form 1+-Q for the quarter ended September 30, 2C

114




Table of Contents

Exhibit
Number

Description

10.6¢

10.6¢

10.67

12.1

211

23.1

23.z

31.1

31.z

31.c

31.4

32.1

99.1

99.2

99.:

99.4

99.8

Representative form of Accession Agreement, daseof November 1, 2012, by SNH SE
Tenant TRS, Inc. in favor of FVE Managers, Inclatiag to Pooling Agreement No. 2,
dated as of October 30, 2012, between FVE Manalyersand certain subsidiaries of the
Company. (Incorporated by reference to the Comgadytrent Report on Form 8-K dated
January 22, 2013

Representative form of Management Agreement fastskliving communities, dated as
May 12, 2011, between FVE Managers, Inc., as Managel SNH SE Burlington
Tenant LLC, as Owner. (Incorporated by referenataéoCompany's Current Report on
Form &K dated May 13, 2011

$80,000,000 Bridge Loan Agreement, dated as of My2011, between the Company, as
Lender, and Five Star Quality Care, Inc., togethi¢hn certain subsidiaries thereof,
collectively as Borrowers. (Incorporated by referito the Company's Current Report on
Form &K dated May 13, 2011

Computation of Ratio of Earnings to Fixed ChargEged herewith.)
Subsidiaries of the Company. (Filed herewi

Consent of Ernst & Young LLP. (Filed herewit

Consent of Sullivan & Worcester LLP. (ContainedExhibit 8.1.)
Rule 13i-14(a) Certification. (Filed herewith

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

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

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

Section 1350 Certification. (Furnished herewi

Lease Agreement, dated as of November 19, 2004ngucertain subsidiaries of the
Company, as Landlord, and certain subsidiaries\wd Btar Quality Care, Inc., as Tenant
(with respect to 4 properties subject to GMAC ficiag). (Incorporated by reference to the
Company's Annual Report on Form-K for the year ended December 31, 20(

Guaranty Agreement, dated as of November 19, 20@dg by Five Star Quality Care, Inc.
in favor of the Beneficiaries named therein (wigspect to the Lease Agreement for 4
properties subject to GMAC financing). (Incorporht®y reference to the Company's
Annual Report on Form =K for the year ended December 31, 20(

Master Lease Agreement, dated as of Septembe08, ahong certain subsidiaries of the
Company, as Landlord, and Five Star Quality CarekRMC, as Tenant. (Incorporated by
reference to the Company's Annual Report on ForfK 1dr the year ended December 31,
2008.)

Guaranty Agreement, dated as of September 1, 2088e by Five Star Quality Care, Inc.,
for the benefit of certain subsidiaries of the Camy (Incorporated by reference to the
Company's Annual Report on Form-K for the year ended December 31, 20(

Lease Agreement, dated as of June 20, 2011, bet3/dEI_. TA SE McCarthy New Bern

LLC, as Landlord, and FVE SE McCarthy New Bern LI&S,Tenant. (Incorporated by
reference to the Company's Current Report on F-K dated June 27, 2011
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99.€

99.7

99.¢

99.¢

99.1(

99.11

99.17

99.1:

99.14

99.1¢

101.1

Guaranty Agreement, dated as of June 20, 204t five Star Quality Care, Inc. in favor
of SNH/LTA SE McCarthy New Bern LLC. (Incorporatbyg reference to the Company's
Current Report on Formr-K dated June 27, 2011

Lease Agreement, dated as of June 23, 2011, bet3EN.TA SE Wilson LLC, as
Landlord, and FVE SE Wilson LLC, as Tenant. (Inaogied by reference to the
Company's Current Report on Fori-K dated June 27, 2011

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

Registration Rights Agreement, dated as of Augu2089, between Five Star Quality
Care, Inc. and the Company. (Incorporated by refer¢o the Company's Quarterly Report
on Form 1i-Q for the quarter ended June 30, 20!

Operations Transfer Agreement, dated as of Map@@92, among FVE Managers, Inc.,
certain subsidiaries of Sunrise Senior Living, laed certain subsidiaries of the Company.
(Incorporated by reference to the Company's CuiRepmiort on Form 8-K dated May 29,
2012.)

Pooling Agreement, dated August 31, 2012, betwaén IE Managers, Inc. and certain
subsidiaries of the Company. (Incorporated by sxfee to the Company's Quarterly Rej
on Form 1+-Q for the quarter ended September 30, 2C

Representative form of Management Agreement fagpeddent living communities, dated
as of December 15, 2011, between FVE IL Managets, &s Manager, and SNH IL
Properties Trust, as Owner. (Incorporated by refeedo the Company's Annual Report on
Form 1(-K for the year ended December 31, 20:

Sublease Agreement, dated as of August 31, 202®eba SNH Yonkers Tenant Inc., as
Sublessor, and D&R Yonkers LLC, as Subtenant. fime@ted by reference to the
Company's Quarterly Report on Formr-Q for the quarter ended September 30, 2C

Management Agreement, dated as of August 31, dit®een FVE Managers, Inc., as
Manager, and D&R Yonkers LLC, as Licensee. (Incoapexd by reference to the
Company's Quarterly Report on Formr-Q for the quarter ended September 30, 2C

Representative form of Indemnification Agreemeated as of August 31, 2012, relating
D&R Yonkers LLC. (Incorporated by reference to @empany's Quarterly Report on
Form 1(-Q for the quarter ended September 30, 2C

The following materials from the Company's Annualprt on Form 10-K for the year
ended December 31, 2012 formatted in XBRL (eXtdadiusiness Reporting Language):
(i) the Consolidated Balance Sheets, (ii) the Chadated Statements of Income and
Comprehensive Income, (iii) the Consolidated Statetsof Shareholders' Equity, (iv) the
Consolidated Statements of Cash Flows, and (Velaotes to these financial statements,
tagged as blocks of text and in detail. (Filed héte)

(+)  Management contract or compensatory plan or arraege
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Trustees and Shareholders of Senior Holiogerties Trust:

We have audited the accompanying consolidated balsimeets of Senior Housing Properties Trust @waripany") as of December 31, 2012
and 2011, and the related consolidated statemémsane and comprehensive income, shareholdeutye@nd cash flows for each of the
three years in the period ended December 31, 2DdRaudits also included the financial statemehedale listed in the Index at Item 15(a).
These financial statements and schedule are thenstbility of the Company's management. Our resjbility is to express an opinion on
these financial statements and schedule basedraudiis.

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

In our opinion, the financial statements refer@alove present fairly, in all material respedts,¢onsolidated financial position of Senior
Housing Properties Trust at December 31, 2012 @dd,2and the consolidated results of its operatantsits cash flows for each of the three
years in the period ended December 31, 2012, ifoomity with U.S. generally accepted accountingipiples. Also, in our opinion, tt

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

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), Senior Housing
Properties Trust's internal control over financedorting as of December 31, 2012, based on @&itstablished in Internal Control—
Integrated Framework issued by the Committee ohSpiing Organizations of the Treadway Commissiahaur report dated February 19,
2013 expressed an unqualified opinion thereon.

/sl Ernst & Young LLP

Boston, Massachusetts
February 19, 2013
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Trustees and Shareholders of Senior Holiogerties Trust:

We have audited Senior Housing Properties Trustesnal control over financial reporting as of Dedxer 31, 2012, based on criteria
established in Internal Control—Integrated Framdwssued by the Committee of Sponsoring Organinatif the Treadway Commission
(the COSO criteria). Senior Housing Properties Tsusanagement is responsible for maintaining &ffeénternal control over financial
reporting, and for its assessment of the effecagsrof internal control over financial reportinglirded in Item 9A of Senior Housing
Properties Trust's Annual Report on Form 10-K uriderheading Management Report on AssessmenterhadtControl Over Financial
Reporting. Our responsibility is to express an mpiron the company's internal control over finahmgorting based on our audit.

We conducted our audit in accordance with the stedsdof the Public Company Accounting Oversighti8d&/nited States). Those stande
require that we plan and perform the audit to obtagsonable assurance about whether effectivenaiteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordw@r financial reporting, assessing the
that a material weakness exists, testing and etinagutihe design and operating effectiveness ofiiralecontrol based on the assessed risk, anc
performing such other procedures as we consideredssary in the circumstances. We believe thaawdit provides a reasonable basis for
our opinion.

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

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

In our opinion, Senior Housing Properties Trustmtained, in all material respects, effective inggrrontrol over financial reporting as of
December 31, 2012, based on the COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the 2012
consolidated financial statements of Senior HouSirgperties Trust and our report dated Februar2@93 expressed an unqualified opinion
thereon.

/sl Ernst & Young LLP

Boston, Massachusetts
February 19, 2013
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SENIOR HOUSING PROPERTIES TRUST
CONSOLIDATED BALANCE SHEETS
(IN THOUSANDS, EXCEPT SHARE AMOUNTS)

December 31

2012 2011
ASSETS
Real estate propertie
Land $ 61562 $ 564,62
Buildings, improvements and equipmi 4,567,68 4,156,96:
5,183,30 4,721,59
Less accumulated depreciati 750,90: 630,26.
4,432,40. 4,091,33
Cash and cash equivalel 42,38: 23,56(
Restricted cas 9,43 7,12¢
Investments in available for sale securi 25,17: 16,86"
Deferred financing fees, n 29,41( 25,43«
Due from affiliate 18,33: 18,45(
Acquired real estate leases and other intangilsletasne 115,83 100,23!
Loan receivabli — 38,00(
Other asset 75,02¢ 62,04¢
Total asset $ 4,748,00. $ 4,383,04
LIABILITIES AND SHAREHOLDERS' EQUITY
Unsecured revolving credit facilii $ 190,00 $ —
Senior unsecured notes, net of discc 1,092,05: 965,77(
Secured debt and capital lea 724,47 861,61!
Accrued interes 15,757 22,28:
Due to affiliate 11,527 3,55
Assumed real estate lease obligations 13,69: 17,77¢
Other liabilities 53,92¢ 39,44!
Total liabilities 2,101,43 1,910,44
Commitments and contingenci
Shareholders' equit
Common shares of beneficial interest, $.01 parezal@9,700,00(
shares authorized, 176,553,600 and 162,646,046sismued
and outstanding at December 31, 2012 and 2011ectgply 1,76t 1,62¢
Additional paid in capita 3,233,35: 2,944.21.
Cumulative net incom 1,043,82 907,93
Cumulative other comprehensive inco 4,56 (3,772)
Cumulative distribution (1,636,93) (1,377,39)
Total shareholders' equi 2,646,56! 2,472,601
Total liabilities and shareholders' equ $ 4,748,00. $ 4,383,04

See accompanying notes.

F-3




Table of Contents

SENIOR HOUSING PROPERTIES TRUST
CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME
(AMOUNTS IN THOUSANDS, EXCEPT PER SHARE DATA)

Year Ended December 31

2012 2011 2010
Revenues
Rental income $ 460,81: $ 422,16t $ 340,11
Residents fees and servic 184,03: 27,851 —
Total revenue 644,84. 450,01° 340,11:
Expenses
Depreciatior 141,45t 113,26! 90,40¢
Property operating expens 201,26: 68,96 20,16¢
General and administratiy 31,517 26,041 21,67:
Acquisition related cost 9,39« 12,23¢ 3,61(
Impairment of asse’ 3,071 1,99( 5,96¢
Total expense 386,70: 222,50: 141,83(
Operating incom: 258,14: 227,51! 198,28
Interest and other incon 1,113 1,451 844
Interest expens (117,24 (98,267) (80,017
Loss on early extinguishment of de (6,349 (427) (2,437
Gain on lease terminatiol 37t — —
(Loss) gain on sale of properti (207 21,31t 10¢
Equity in earnings (losses) of an inves 31¢€ 13¢ Q)
Income before income tax exper 136,25¢ 151,73:  116,78!
Income tax expens (375) (312 (300
Net income 135,88 151,41¢ 116,48!
Other comprehensive incorr
Change in net unrealized gain / loss on investrr 8,312 (17,387 11,55
Share of comprehensive income of an inve 22 75 2
Comprehensive incon $ 144,21t $ 134,11: $ 128,04
Weighted average shares outstant 169,17t 149,57 128,09:.
Net income per shal $ 0.8C $ 1.01 $ 0.91

See accompanying notes.
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Balance at
December 3
20009:

Comprehensiy
income

Distributions

Issuance of
shares

Share grant

Balance at
December 3
2010:

Comprehensiv
income

Distributions

Issuance of
shares

Share grant

Balance at
December 3
2011:

Comprehensiv
income

Distributions

Issuance of
shares

Share grant

Balance at
December 3
2012:

SENIOR HOUSING PROPERTIES TRUST
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
(DOLLARS IN THOUSANDS)

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

127,377,66 $ 1,27% $2,226,47- $ 640,030 $ (969,11)$

1,981 $1,900,65!

— — — 116,48 —  11,55¢ 128,04
— — — —  (184,75) —  (184,75)
14,375,00 144 281,84 — — — 281,98
101,99: 1 2,05 — — — 2,05¢
141,854,65 $ 1,41¢ $2,510,37. $ 756,51¢ $(1,153,86)$ 13,53¢ $2,127,97

20,700,00
91,38¢

207
1

432,02t
1,81

151,41¢

(223,52)

(17,309

134,11
(223,52

432,23:
1,81«

162,646,04 $ 1,62¢ $2,944,21.

$ 907,93 $(1,377,39)$

(3,772 $2,472,60

— — — 135,88 — 8,33 144,21t
— — — —  (259,53) —  (259,53)
13,800,00 13t 286,91 — — — 287,05
107,55: 1 2,22¢ — — — 2,22¢
176,553,60 $ 1,76% $3,233,35. $1,043,82 $(1,636,93)$ 4,567 $2,646,56

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

Year Ended December 31
2012 2011 2010

Cash flows from operating activitie
Net income $ 135,88: $ 151,41¢ $ 116,48!
Adjustments to reconcile net income to cash praVioe
operating activities

Depreciatior 141,45t 113,26! 90,40¢
Net amortization of debt discounts, premiums and
deferred financing fee 5,32 5,06 2,49¢
Straight line rental incom (13,849 (11,457 (6,099
Amortization of acquired real estate leases andrott
intangible assel 1,59 (93 891
Loss on early extinguishment of d¢ 6,34¢ 427 2,43
Impairment of asse’ 3,071 1,99( 5,96¢
Gain on lease terminatiol (375) — —
Loss (gain) on sale of properti 101 (21,319 (209)
Equity in (earnings) losses of an inves (31€) (139 1
Change in assets and liabilitie
Restricted cas (2,309 (2,139 (772)
Other asset 991 (7,34)) (4,639
Accrued interes (6,529 7,28¢ 1,30(C
Other liabilities 11,89« 17,25¢ 5,43:
Cash provided by operating activiti 283,30: 254,23t 213,79¢
Cash flows from investing activitie
Real estate acquisitions and depc (316,769 (797,11 (431,49)
Real estate improvemer (50,13) (39,309 (34,439
Loan receivable — (80,000 —
Principal payments on loan receiva 38,00( 42,00( —
Investment in Five Star Quality Care, Ir — (5,000 —
Investment in Affiliates Insurance Comps — — (7€)
Proceeds from sale of propert 1,041 38,66 1,45(C
Cash used for investing activiti (327,85) (840,759 (464,56)
Cash flows from financing activitie
Proceeds from issuance of common shares 287,05 432,23: 281,98t
Proceeds from issuance of unsecured senior natesf r
discount 350,00( 541,98. 197,85:
Proceeds from borrowings on revolving credit fagi 669,00( 690,00( 461,00(
Repayments of borrowings on revolving credit fagi (479,000 (818,000 (393,000
Redemption of senior not (225,00() — (98,78()
Repayment of other de (266,52 (9,717 (8,506
Payment of deferred financing fe (12,609 (13,760 (4,66))
Distributions to shareholde (259,53 (223,529 (184,75)
Cash provided by financing activiti 63,37 599,21 251,13:
Increase in cash and cash equival 18,82: 12,69 372
Cash and cash equivalents at beginning of p¢ 23,56( 10,86¢ 10,49
Cash and cash equivalents at end of pe $ 42,38: $ 2356( $ 10,86¢

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

Year Ended December 31

2012 2011 2010
SUPPLEMENTAL CASH FLOW INFORMATION

Interest paic $ 118,437 $ 85907 $ 76,22:

Income taxes pai 38¢ 264 25¢
NON-CASH INVESTING ACTIVITIES:

Acquisitions funded by assumed d (121,79)  (217,31) (2,45¢%)
NON-CASH FINANCING ACTIVITIES:

Assumption of mortgage notes paya 121,79: 217,31 2,45¢

Issuance of common shai 2,22¢ 1,81« 2,05¢

See accompanying notes.
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(dollar amounts in thousands, except per share datar as otherwise stated)

Note 1. Organization

We are a real estate investment trust, or RElTamimpd under Maryland law. At December 31, 2012pwaed 392 properties located in 40
states and Washington, D.C.

Note 2. Summary of Significant Accounting Policies

BASIS OF PRESENTATION. Our consolidated finahsitatements include the accounts of Senior HouBnogerties Trust, or we, us or
our, and our subsidiaries, all of which are 100%ewvdirectly or indirectly by us. All intercompatrgansactions and balances have been
eliminated.

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

We allocate the consideration paid, generally gdisé the fair value of any assumed liabilities, dor properties among land, building and
improvements and identified intangible assets &filities, consisting of the value of above market below market leases, the value of in
place leases and the value of tenant relationsRipshase price allocations and the determinatiaseful lives are based on our estimates
and, under some circumstances studies from indepeneal estate appraisal firms to provide mankftrmation and evaluations that are
relevant to our purchase price allocations andrdetations of useful lives; however, we are ultietptresponsible for the purchase price
allocations and determination of useful lives.

We allocate the consideration to land, building angrovements based on a determination of thevidires of these assets assuming the
property is vacant. We determine the fair valua pfoperty using methods that we believe are sinvléhose used by independent apprai
Purchase price allocations to above market andibelarket leases are based on the estimated predart(using an interest rate which
reflects our assessment of the risks associatdudthétleases acquired) of the difference betwéehdicontractual amounts to be paid
pursuant to the in place leases and (ii) our estérobfair market lease rates for the correspontiages, measured over a period equal to the
remaining norcancelable terms of the respective leases. Purghaseallocations to in place leases and tendatioeships are determined
the excess of (i) the purchase price paid for aeny after adjusting existing in place leasesstineated market rental rates over (ii) the
estimated fair value of the property as if vaciive aggregate this value between in place leasesalnd tenant relationships based on our
evaluation of the specific characteristics of eetant's lease; however, the value of tenant osighiips has not been separated from in place
lease value for our properties because we beligefe galue and related amortization expense is irarn@hfor acquisitions reflected in our
historical financial statements. We consider carfactors in performing these analyses including
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(dollar amounts in thousands, except per share datar as otherwise stated)

Note 2. Summary of Significant Accounting Policie§Continued)

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

We amortize capitalized above market lease vainelifled in acquired real estate leases in ouralim#@ed balance sheets) as a reduction to
rental income over the remaining non-cancelablasaf the respective leases. We amortize capithlidow market lease values (presented
as acquired real estate lease obligations in ouwsalmated balance sheets) as an increase to necdahe over the non-cancelable periods of
the respective leases. We amortize the value pliice leases exclusive of the value of above mankétbelow market in place leases to
expense over the remaining non-cancelable peribtteeaespective leases. If a lease is terminatied {o its stated expiration, the
unamortized amount relating to that lease is writif.

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

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

INVESTMENTS IN AVAILABLE FOR SALE SECURITIES. Wewn 250,000 common shares, or 0.3% at Decemb&@?P, of
CommonWealth REIT, or CWH. We also own 4,235,00@cmn shares, or 8.8% at December 31, 2012, of FiaeQuality Care, Inc., or
Five Star. We classify these holdings as availtdiisale and carry them at fair value, with unmaadi gains and losses reported as a separate
component of shareholders' equity. Cumulative otloenprehensive income shown in our consolidatednoa sheets includes the net
unrealized gain or loss on investments determisati@net difference between the market valueesfdtshares of CWH and Five Star
calculated by using weighted average quoted markets on the dates we acquired these shares (326d)$3.36 per share, respectively)

on December 31, 2012 ($15.84 and $5.01 per stespectively). At December 31, 2012 and 2011, ouestment in CWH had a fair value of
$3,960 and $4,160, respectively, including an uirea loss of $2,540 and $2,340, respectively. A&t&nber 31, 2012 and 2011, our
investment in Five Star had a fair value of $21,at@d $12,705, respectively, including an unrealigaih (loss) of $7,003 and $(1,509),
respectively.

EQUITY METHOD INVESTMENTS. We and the other sawaurrent shareholders each currently own 12.5%ffifates Insurance
Company, or AIC's, outstanding equity. Although aven less than 20% of AIC, we use the equity metioagiccount for this investment
because we believe that we have significant infleeswver AIC because all of our Trustees are alsttirs of AIC. Under the equity method,
we record our percentage share of net earnings Ai@rin our consolidated statements of income amdrehensive income. If we determ
there is an "other than temporary impairment” mfihir value of this investment, we would recorcharge to earnings. In evaluating the fair
value of this investment, we have considered, anubher things, the assets and liabilities held b@,AAIC's
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(dollar amounts in thousands, except per share datar as otherwise stated)

Note 2. Summary of Significant Accounting Policie§Continued)

overall financial condition and earning trends, #melfinancial condition and prospects for the rasge industry generally. See Note 5 for a
further discussion of our investment in AIC.

DEFERRED FINANCING FEES. We capitalize issuanosts related to borrowings and amortize them thasterms of the respective
loans. During 2012, we capitalized $12,608 of issgacosts, including $11,439 related to our $35Dg¥hior notes issued in July 2012,
$1,125 related to our assumption of mortgage |loamsig 2012 and $44 related to our $300,000 serotes issued in December 2011. Du
2011, we capitalized $13,760 of issuance costiydirey $6,723 related to refinancing our revolvargdit facility in June 2011, $2,540
related to our assumption of mortgage loans du2bil, $2,487 related to our $300,000 senior nestsed in December 2011, $1,973 related
to our $250,000 senior notes issued in January 26d1$37 related to our $512,934 Federal Natioratdhge Association, or FNMA,
mortgage financing we closed in August 2009. Du6d0, we capitalized $4,661 of issuance costtydirg $2,907 related to our $200,000
senior notes issued in April 2010, $903 relatedun$512,934 FNMA mortgage financing we closed ugAst 2009, $826 related to our one
year extension to December 31, 2011 on our $550@@atlving credit facility and $25 related to owsamption of a mortgage loan in Ag
2010. During 2012, we wrote off $3,897 of unamertizdeferred financing fees in connection with o@payment of approximately $199,197
of the outstanding principal balance of our $512,88IMA mortgage financing we closed in August 2008ring 2011, we wrote off $427 of
unamortized deferred financing fees in connectiah the refinancing of our revolving credit fagilitDuring 2010, we wrote off $1,153 of
deferred financing fees and unamortized discoumt®nnection with the retirement of all of our 58 senior notes. The unamortized gross
balance of deferred financing fees and relatedraatated amortization was $39,471 and $10,061, 86¢184 and $10,710 at December 31,
2012 and 2011, respectively. The weighted averaggtization period is approximately 14.7 years. #¥pect that the amortization expense
for the five years subsequent to December 31, 20ll®e $4,748 in 2013, $4,695 in 2014, $3,621 012, $2,170 in 2016, $1,861 in 2017
and $12,315, thereafter.

DEFERRED LEASING COSTS. Deferred leasing castfuide brokerage, legal and other fees associatbdive successful negotiation of
leases and are amortized on a straight line basistbe terms of the respective leases. Deferi@sirig costs are included in other assets on
our consolidated balance sheets. The unamortizess gralance of deferred leasing costs and relatdraulated amortization was $6,917
$1,793, and $4,663 and $902 at December 31, 201 2@, respectively. The weighted average amoidizgeriod is approximately

6.4 years. We expect that the amortization exporshe five years subsequent to December 31, illBe $1,017 in 2013, $946 in 2014,
$843 in 2015, $674 in 2016, $530 in 2017 and $1,ttieteafter.

LOANS RECEIVABLE. Loans receivable are statethatunpaid principal balance. We recognized istesreeome based on the contractual
terms in the loan agreement, which is includeadhiarest and other income on our consolidated staiesyf income and comprehensive
income.

ALLOWANCE FOR DOUBTFUL ACCOUNTS. We maintain aflowance for doubtful accounts for estimated lesssulting from the
inability or unwillingness of certain tenants tokegayments required under their leases. The catipatof the allowance is based on the
tenants' payment histories and current credit lzsfas well as other considerations. The net atrafusur accounts receivables from third
parties appear in other assets on our consolidetiehce sheets.
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(dollar amounts in thousands, except per share datar as otherwise stated)

Note 2. Summary of Significant Accounting Policie§Continued)

REVENUE RECOGNITION. We recognize rental incofr@m operating leases on a straight line basis theeterm of each lease
agreement. We recognize percentage rents wheaabldiand earned, which is generally during thetfoguarter of the year. For the years
ended December 31, 2012, 2011 and 2010, percergatgeearned aggregated $10,859, $11,313, and1%] 0espectively.

As of December 31, 2012, we own 39 senior livinnowinities, including 29 communities that we acaliseice June 2011 and the 10 se
living communities, or the 10 Communities, formedgsed to Sunrise Senior Living, Inc., or Sunriket are managed by Five Star. We refer
to these 39 communities as the Managed CommuniWederive our revenues at these Managed Commsipitimarily from services to
residents and we record revenues when servicggavged. Our share of the net operating resulmunfManaged Communities in excess of
the minimum returns due to us, or additional retsuare generally determined annually. We recogailthtional returns due to us under our
management agreements at year end when all contiimgeare met and the income is earned. We hadditanal returns in 2012 and 2011.

EARNINGS PER COMMON SHARE. We compute earnings @mmon share using the weighted average nuniilstiaces outstanding
during the period. We have no common share equitgléstruments convertible into common sharesttoer dilutive instruments.

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

INCOME TAXES. We have elected to be taxed a£#ilRinder the Internal Revenue Code of 1986, aded; and as such are generally
not subject to federal and most state income taxath our operating income, provided we distritnie taxable income to our shareholders
and meet certain organization and operating remérgs. We do, however, lease our Managed Commsind@ieur wholly owned taxable

REIT subsidiaries, or TRSs, that, unlike most af subsidiaries, files a separate tax return andabpgect to federal and state income tax. Our
consolidated income tax provision includes the imedax provision related to the operations of oRS$ and certain state income taxes
incurred by us, despite our REIT status.

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

SEGMENT REPORTING. As of December 31, 2012, weehthree operating segments. The first operagggent includes short term and
long term residential care communities that offieirdy for residents. Properties in this segmeniiitie leased and managed independent
living communities, assisted living communitiesillskl nursing facilities and rehabilitation hospéta\WWe earn rental income revenues fron
tenants that lease and operate our leased compwiaitd we earn fees and services revenues froradigents of our Managed Communiti
Five Star began managing our Managed
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(dollar amounts in thousands, except per share datar as otherwise stated)

Note 2. Summary of Significant Accounting Policie§Continued)

Communities for our account in June 2011. The seoperating segment includes properties where rakbdiated activities occur but where
residential overnight stays and dining servicesateprovided. Properties in this segment incluuisé leased to medical providers, medical
related businesses, clinics and biotech labora&gnts, or MOBs. The third operating segment ohetutamounts related to corporate busi
activities and the operating results of certairpprties that offer fitness, wellness and spa sesvic members, which we do not consider t
sufficiently material as to constitute a separaf®orting segment.

RECLASSIFICATIONS. We have made reclassificagitm the prior years' financial statements to confto the current year's presentati
These reclassifications had no effect on net incorrshareholders' equity.

NEW ACCOUNTING PRONOUNCEMENTS. In January 20%& adopted the Financial Accounting Standards BaarBASB,
Accounting Standards Update No. 2011-Amendments to Achieve Common Fair Value MeasursmaedtDisclosure Requirements in
U.S. GAAP and IFRSThis update clarified the application of existfiagy value measurement requirements. This updateraquired
reporting entities to disclose additional informoatregarding fair value measurements categorizéudmiievel 3 of the fair value hierarchy.
This update was effective for interim and annupbréng periods beginning after December 15, 20hk implementation of this update did
not cause any material changes to the disclosnres presentation of, our consolidated finandialesnents.

In January 2012, we adopted FASB Accounting Statgldipdate No. 2011-0Presentation of Comprehensive Inconiédis 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 generally accepted accountimimies, or GAAP, and to provide a m
consistent method of presenting non-owner transastihat affect an entity's equity. This standaad effective for interim and annual
reporting periods beginning after December 15, 20h& implementation of this update did not causeraaterial changes to our
consolidated financial statements.

Note 3. Real Estate Properties

Our real estate properties, at cost, consistedraf bf $615,623, buildings and improvements of 34,865 and furniture, fixtures and
equipment, or FF&E, of $213,519 as of Decembe2B1?2; and land of $564,628, buildings and improvetmef $3,969,086 and FF&E of
$187,877 as of December 31, 2011. Accumulated digtien was $645,585 and $105,318 for buildings iamatovements and FF&E,
respectively, as of December 31, 2012; and $5433064$87,197 for buildings and improvements and ER&spectively, as of
December 31, 2011.

The future minimum lease payments due to us duhagurrent terms of our leases as of Decembe2(I2, are $406,068 in 2013, $389,755
in 2014, $373,938 in 2015, $356,626 in 2016, $31'6j& 2017 and $2,421,860, thereafter.

Senior Living Acquisitions—Leased:

During 2012, we acquired four senior living comntigs with a total of 511 living units for total mrase prices of approximately $36,500,
including the assumption of approximately $6,876 of
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(dollar amounts in thousands, except per share datar as otherwise stated)

Note 3. Real Estate Propertie$Continued)

mortgage debt and excluding closing costs. Durlityl2 we acquired six senior living communities wattotal of 679 living units for total
purchase prices of approximately $99,808, includirgassumption of approximately $11,458 of morégdgbt and excluding closing costs.
Details of these acquisitions are as follows:

Premium
Nur(l)"lfber Units/ Purchase Buildings and Intangible  Assumed on Assumes
Date Location Properties Beds Price © Land Improvements FF&E Assets Debt Debt
Senior Living Leased Acquisitions through Decen#igr2012:
July
20
@ various 4 511$3650($4,10($ 29,72¢$1,40($ 1,90($ 6,87¢$  62¢

4 511$36,50(%4,10($ 29,72¢$1,40($ 1,90($ 6,87¢$ 62¢

Senior Living Leased Acquisitions through Decen#dgr2011:

May

20

G L 1 73$ 7,50($ 20C$ 6,928 375 $ —$ —3 —
June

20

®) various 4 52z 82,07: 6,14F 72,757 3,171 —  11,45¢ —
July

20

®  FL 1 83 10,23¢  89C 8,72¢ 617 — — —
6 67¢$99,80¢$7,23t$ 88,41($ 4,167 $ — $11,45¢$ —

(1) Purchase price includes the assumption of mortdagg if any, and excludes closing costs. The atlon of the
purchase price of certain of our acquisitions shalove is based upon preliminary estimates ofahevélue of assets
acquired and liabilities assumed. Consequently,usntsopreliminarily allocated to assets acquired latilities assume
could change significantly from those used in thasgsolidated financial statements.

(2) We leased these properties to subsidiaries ofaBt®#nior Living, LLC, or Stellar, for an initig¢tm expiring in 2027 fc
initial rent of approximately $2,920 per year. Ratage rent, based on increased in gross revehthessa properties,
will commence in 2014.

(3) We leased these properties to Five Star and adiéea to existing leases with Five Star for initaht of approximately
$7,531 per year. Percentage rent, based on insreageoss revenues at these properties, will concmén 2013

Senior Living Acquisitions—Managed Communities:

During 2012, we acquired seven senior living comitieswith a total of 948 living units for total pzhase prices of approximately $187,462,
including the assumption of approximately $41,8fiortgage debt and excluding closing costs. Dugi@l, we acquired 22 senior living
communities with a total of 3,187 living units fimtal purchase prices of approximately $556,418uiing the assumption of approximately
$192,573 of mortgage debt and excluding closingsc®ubsidiaries of Five Star, which we refer tohis report as Five Star, manage these
communities pursuant to long term management agretsnAs of December 31, 2012, we own 39 Managedmnities that are managed
by Five Star. We use the TRS structure authorizetth® Real Estate Investment Trust Investment Bifieation and Empowerment Act for
our Managed Communities, which we began
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(dollar amounts in thousands, except per share datar as otherwise stated)

Note 3. Real Estate Propertie$Continued)

acquiring in June 2011. The results of operationgHfe Managed Communities are included in ourtsdrad long term residential care
communities segment. Details of these acquisitivasas follows:

Premium
Number on Assumec
of Units/ Purchase Buildings and Intangible  Assumed
Date Location Properties Beds Price @ Land Improvements FF&E Assets Debt Debt
Senior Living Managed Communities Acquisitions tigto December 31, 201
February
2012 AL 1 92$ 11,30( $ 1,30C $ 9,071¢ 34¢ $ 58% $ — 3 —
May 201: SC 1 59 8,05¢ 1,09: 6,40¢ 20C 362 4,78¢ —
July 201z SC 1 232 37,27 3,89¢ 30,67( 942 1,762 — —
August
2012 NY 1 31C 99,00( 8,46( 87,49: 3,06¢ 2,72¢ 31,181 2,741
August
2012 MO 1 87 11,28( 26( 10,85: 53(C 33C 5,83¢ 69z
Decembe
2012 TN 1 90 11,55( 80( 10,00( 32z 42¢ — —
Decembe
2012 TX 1 78 9,00( 1,44C 6,87¢ 24¢ 43t — —
7 94¢ $ 187,46 $ 17,25( $ 161,36¢ $ 5,65¢ $ 6,62¢ $ 41,81« $ 3,43¢
Senior Living Managed Communities Acquisitions tigto December 31, 201
June 201 Various 10 824 $ 114,52: $ 10,29 $ 99,27( $ 4,95¢ $ — $ 36,60t $ —
July 2011 FL 2 26¢ 34,43¢ 1,30¢ 31,98¢ 1,147 — 12,751 —
August
2011 FL 1 121 17,15¢ 2,39( 14,36¢ 39¢ — 12,45¢ —
Decembe
2011  Various 8 1,91€¢ 379,000 49,18( 320,37( 9,45( — 130,75: —
Decembe
2011 CA 1 57 11,30( 2,01( 8,951 33¢ — — —
22 3,181 % 556,41!$ 65,17' $ 474,94¢ $ 16,29 $ — $ 192570 $ —
L) Purchase price includes the assumption of mortdebe if any, and excludes closing costs. The atlon of the purchase price of certain of our asitjohns

shown above is based upon preliminary estimatéseofair value of assets acquired and liabilitiesumed. Consequently, amounts preliminarily alktab
assets acquired and liabilities assumed could @hsiggificantly from those used in these consodiddinancial statement

See Note 5 for further information regarding theaagements we have with Five Star regarding theeleaperations and management of our
senior living communities and see Note 10 for fartinformation regarding our reportable operatiagrsents.

MOB Acquisitions

During 2012, we acquired 13 MOBs with a total 09834 square feet for total purchase prices of@pprately $225,695, including the
assumption of approximately $73,103 of mortgage dall excluding closing costs. During 2011, we &egi28 MOBs with a total of
2,480,159 square feet for
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total purchase prices of approximately $336,398uuling the assumption of approximately $13,286noftgage debt and excluding closing
costs. Details of these acquisitions are as follows

Acquired  Acquired Premium
Number Purchase Real Real Estate on
of Square Buildings and  Estate Lease  Assumed Assumed
Date Location Properties  Feet Price®  Land Improvements Leases Obligations  Debt Debt
MOB Acquisitions through December 31, 20
May 2012 GA 1 28,44($ 8,60(% 1,08($ 6,13t $ 1,392 % 1C$ —$ —
May 2012 GA 1 111,53t 23,10C  3,50( 13,17¢ 6,421 — — —
June 201  HI 1 204,42¢ 70,49t  11,20( 55,61¢ 4,30¢ 62¢  52,00( —
June 201 MD 1 92,18( 18,25  1,90( 12,85¢ 3,57C 78 — —
July 2012 TX 1 63,08 16,85( 99C 13,88 1,97¢ — — —
July 2012  FL 1 52,85¢ 7,75C  1,62( 5,341 78¢ — — —
Septembe
2012 MA 1 33,60( 16,400 1,447 14,15! 1,812 — 11,46 1,00¢
Novembe
2012 TN 1 33,79¢ 9,20C  1,52¢ 6,59( 1,132 50 — —
Decembe
2012 MN 1 76,631 15,10 2,77¢ 9,27¢ 4,087 182 9,641 854
Decembe
2012 CcO 2 62,41¢ 16,40 1,437 11,77 3,19¢ 10 — —
Decembe
2012 TX 2 80,21¢ 23,55(  3,11¢ 16,43¢ 4,00¢ 11 — —
12 839,19: $ 225,69! $ 30,58¢ $ 165,25t $ 32,68 $ 971% 73,10! % 1,86
MOB Acquisitions through December 31, 20
January
2011  Various 6 737,01t$ 9587(%$16,21( $ 72,04: $ 9,217 $ 1,60 $ —$ —
January
2011 MN 1 84,47 14,15C  1,22( 10,20¢ 2,722 — — —
May 2011  MN 1 49,80¢ 7,200 1,30C 4,54¢ 1,40¢ 51 — —
June 201:
2 FL 3 12599 1455(  2,60( 11,55 59¢ 20¢ — —
July 2011
&) FL 1 3232 5200  57C 4,27¢ 354 —  365¢ —
Septembe
2011  Various 12 1,310,66. 167,000 28,96( 108,80¢ 31,15( 1,91¢ — —
Novembe
2011 VA 2 45,64¢ 11,42t 93C 8,59¢ 1,891 — 9,63 —
Decembe
2011 IN 1 94,23¢ 21,000  1,83( 14,30: 4,867 — — —
28 2,480,15'$ 336,39! $53,62( $ 234,33t$  52,20¢ $ 3,77($ 13,28t $ =
1) Purchase price includes the assumption of mortdabe if any, and excludes closing costs. The atlon of the purchase price of certain of our asitjons
shown above is based upon preliminary estimatéseofair value of assets acquired and liabilitiesumed. Consequently, amounts preliminarily alktab
assets acquired and liabilities assumed could ehsiggificantly from those used in these consodiddinancial statements.
2) In August 2011, we acquired 47 acres of land adjatwethese four MOBs for future development foraalditional $4,000, excluding closing costs.

In January 2013, we acquired a senior living comitydacated in Washington State with 150 living tsrfior approximately $22,350,
excluding closing costs. We leased this propertgtalar for an initial term expiring in 2028 attial rent of approximately $1,732 per year.
Percentage rent, based on increases in gross evanthis property, will commence in 2016. We fohthis acquisition using cash on hand
and by assuming approximately $12,266 of mortgae. d

In February 2013, we acquired two MOBs with a tafal44,900 square feet located in Washington Statapproximately $38,000,
excluding closing costs. We funded this acquisitismg cash on hand and borrowings under our révgleredit facility.

In January 2013, we entered into an agreementooirecan MOB for approximately $14,600, excludingsing costs. The MOB is located in
Mississippi and includes 71,824 square feet. Theiry of this acquisition is contingent upon cortiple of our diligence and other custom
closing conditions; accordingly, we can provideassurance that we will purchase this property.
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In May 2012, we entered into an operations trarsfigeement, or the Operations Transfer Agreematit,Sunrise and Five Star related to
10 Communities that we were then leasing to Sunpigesuant to which we and Sunrise accelerate®é#oember 31, 2013 termination dat
these Sunrise leases, and we began leasing thertith@Gnities to our TRS. Five Star is managing th€afhmunities pursuant to long term
management agreements. As a result of these keasmations, we recorded a gain on lease termimaind approximately $375 during the
year ended December 31, 2012. Pursuant to the @perd ransfer Agreement, we paid Sunrise $1,0Q@utchase the inventory and cert
improvements owned by Sunrise at these 10 Comnesnitthich were transferred to our TRS.

In July 2012, we sold one MOB located in Massactisiseth approximately 18,900 square feet for & gamice of approximately $1,100 and
recorded a loss on the sale of this property of@pmately $101. In May and June 2011, we sold sqreperties, including four skilled
nursing facilities, one assisted living communitgddawo MOBs, for combined sales prices totaling,489, excluding closing costs, and
recognized a gain on sale of these properties mioapmately $21,315. At December 31, 2012, oneuwfsenior living communities located
Pennsylvania is classified as held for sale. Thigerty is included in real estate properties inaansolidated balance sheets and has a net
book value of approximately $850 at both Decemler2B12 and December 31, 2011.

We amortize capitalized above market lease vainelifled in acquired real estate leases and atitengible assets in our consolidated
balance sheets) as a reduction in rental incometbegemaining non-cancelable terms of the respeltases. We amortize capitalized
below market lease values (presented as acquiaddstate lease obligations in our consolidatedriza sheets) as an increase in rental
income over the nonancelable periods of the respective leases. Suoltization resulted in a reduction in rental in@aof $1,597 during tt
year ended December 31, 2012, an increase in lientahe of $93 during the year ended December @11 2and a reduction in rental inco
of $891 during the year ended December 31, 2010airtize the value of in place leases exclusivih@fvalue of above market and below
market in place leases to expense over the rengamin-cancelable periods of the respective le&ssh amortization included in
depreciation and amortization totaled $19,340, %14, $4,468 during the years ended December 32,2011 and 2010, respectively. If a
lease is terminated prior to its stated expiratiha,unamortized amount relating to that leaseridem off.

At December 31, 2012 and 2011, we had recordedditite lease assets of $161,419, including $45%@pitalized above market lease
values and $116,129 of the value of in place leas®s $130,153, including $39,075 of capitalizedvabmarket lease values and $91,078 of
the value of in place leases, and intangible I&abdities of $21,978 and $25,487, respectivelye Yécorded intangible lease assets of $4:
and $52,210 and intangible lease liabilities of B&rAd $3,770 for properties acquired in 2012 aridl 2€espectively. Accumulated
amortization of capitalized above market leaseeslas $13,675 and $9,612 at December 31, 2012Crid respectively. The weighted
average amortization period of capitalized aboveketdease values is approximately 6.7 years. Actgatad amortization of capitalized
below market lease values was $8,286 and $7,7D@@mber 31, 2012 and 2011, respectively. The weighverage amortization period of
capitalized below market lease values is approxiyat.5 years. Accumulated amortization of the gadfiin place leases exclusive of the
value of above and below market in place leasesp®a®907 and $20,306 at December 31, 2012 and 2€4fiectively. The weighted aver:
amortization period of the value of in place leasedusive of the
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value of above and below market in place leasappsoximately 6.3 years. We expect to recognizdutate amortization of these intangible
lease assets and liabilities in the amounts ofagmately $24,419 in 2013, $19,098 in 2014, $14,532015, $12,411 in 2016, $10,255 in
2017 and $21,430, thereafter.

We periodically evaluate our properties for impants. Impairment indicators may include decliniagant occupancy, weak or declining
tenant profitability, cash flow or liquidity, ouredision to dispose of an asset before the end ektimated useful life and legislative, market
or industry changes that could permanently redoee/alue of a property. If indicators of impairman¢ present, we evaluate the carrying
value of the affected property by comparing itlte &xpected future undiscounted net cash flowe tpemerated from that property. If the <

of these expected future net cash flows is legs tte carrying value, we reduce the net carryirigevaf the property to its estimated fair
value. During 2012, we recorded an impairment sétsscharge of $3,071 to reduce the carrying vaflo@e of our properties to its estimated
sale price less costs to sell. During 2011, wendsmbimpairment of assets charges of $1,990 toceethe carrying value of four of our
properties to their estimated sales prices lests ¢osell. During 2010, we recorded impairmenassets charges of $5,965 to reduce the
carrying value of seven of our properties to tlesitimated fair value or sales price less costslto s

During 2012 and 2011, pursuant to the terms ofeaisting leases with Five Star, we purchased $806%21 $33,269, respectively, of
improvements made to our properties leased to &igg and, as a result, the annual rent payahle by Five Star increased by approxima
$2,456 and $2,665, respectively.

We committed $6,599 for expenditures related to®3® square feet of leases executed during 20Tan@ibed but unspent tenant related
obligations based on executed leases as of Decegiih@012, were $6,033.

Note 4. Shareholders' Equity

We have common shares available for issuance uwhdeerms of our equity compensation plan, as theffect, or our Share Award Plan.
We awarded 78,492 common shares with an aggregateetvalue of $1,775, 72,450 common shares withggmegate market value of
$1,732 and 66,850 common shares with an aggregateetrvalue of $1,625 to our officers and certanplyees of Reit Management &
Research LLC, or RMR, pursuant to our Share Awdad Buring the years ended December 31, 2012, 2a8d 010, respectively. In
addition, we awarded each of our Trustees 2,000mamshares in each of 2012, 2011 and 2010 witlggregate market value of $205 ($41
to each Trustee), $234 ($47 to each Trustee) aP? &4 to each Trustee), respectively, pursuantutdShare Award Plan as part of their
annual fees. Shares awarded to the Trustees vestdiately. The shares awarded to our officers anthin employees of our manager ves
five equal annual installments beginning on the dditgrant. We include the value of awarded shiargeneral and administrative expense
our consolidated income statement at the timewwseds vest. At December 31, 2012, 2,911,508 otomrmon shares remain available for
issuance under our Share Award Plan.
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A summary of shares granted and vested under ims t&f our Share Award Plan from January 1, 201Ddoember 31, 2012 is as follows:

Weighted Average

Grant Date

Number of Shares Fair Value
Unvested shares at December 31, 2 102,52( $ 20.0¢
Shares granted in 20: 76,85( $ 24.0¢
Shares vested in 20: (60,700 $ 23.8¢
Unvested shares at December 31, 2 118,67( $ 21.8:
Shares granted in 20: 82,45( $ 23.8¢
Shares vested in 20: (68,500 $ 23.3¢
Unvested shares at December 31, 2 132,62( $ 22.8¢
Shares granted in 20: 87,09: $ 22.3¢
Shares vested in 20: (79,679 $ 22.1¢
Unvested shares at December 31, 2 140,03 $ 23.0:

The 140,034 unvested shares as of December 31,826kZheduled to vest as follows: 53,548 shar@®13, 41,838 shares in 2014, 29,249
shares in 2015 and 15,399 shares in 2016. As oféker 31, 2012, the estimated future compensatiothé unvested shares was $3,310
based on the closing share price of $23.64 on DeeeBi, 2012. The weighted average period overiwttie compensation expense will be
recorded is approximately 1.8 years. We recordadeshased compensation expense of $1,827 in 20165%in 2011 and $1,445 in 2010.

On January 10, 2013, we declared a quarterly bigidn of $0.39 per share, or $68,857, to our comstmreholders of record on January 22,
2013, with respect to our operating results forgharter ended December 31, 2012; we expect tahimgistribution on or about February
2013, using cash on hand and borrowings underematving credit facility. Our cash distributionsa@ar common shareholders for the years
ended December 31, 2012, 2011 and 2010, were $ersshare, $1.49 per share and $1.45 per shapectely. The characterization of the
distributions made in 2012, 2011 and 2010 was 82,68%.64% and 68.33% ordinary income, respectiv@ly35%, 27.48% and 31.67%
return of capital, respectively; 0%, 2.59% and Gfpital gain, respectively; and 0%, 4.29% and 0%cayptured Section 1250 gain,
respectively.

In January 2013, we issued 11,500,000 common shaeepublic offering, raising net proceeds of apgmately $262,068, before expenses.
In July 2012, we issued 13,800,000 common sharagimlic offering, raising net proceeds of appmuadely $287,052. In July and October
2011, we issued 11,500,000 and 9,200,000 commaeshatwo public offerings, raising net proceetlagproximately $247,498 and
$184,735, respectively. We used the net proceeds finese offerings to repay borrowings outstandimder our revolving credit facility and
for general business purposes, including the pdutieling of the acquisitions described above.
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We have adopted written Governance Guidelinesatidtess the consideration and approval of anyaklaérson transactions. Under these
Governance Guidelines, we may not enter into amysiction in which any Trustee or executive offieey member of the immediate family
of any Trustee or executive officer or any othéatexl person, has or will have a direct or indiraeterial interest unless that transaction has
been disclosed or made known to our Board of Taesséad our Board of Trustees reviews and appravesgtifies the transaction by the
affirmative vote of a majority of the disinterestedistees, even if the disinterested Trustees itotestess than a quorum. If there are no
disinterested Trustees, the transaction must bewed and approved or ratified by both (1) theraffitive vote of a majority of our entire
Board of Trustees and (2) the affirmative vote afigority of our Independent Trustees. The GoveradBuidelines further provide that, in
determining whether to approve or ratify a transagtour Board of Trustees, or disinterested Test@ Independent Trustees, as the case
may be, shall act in accordance with any applicpbd&isions of our declaration of trust, considéoéthe relevant facts and circumstances
and approve only those transactions that are fairaasonable to us. All related person transasd@scribed below were reviewed and
approved or ratified by a majority of the disintgszl Trustees or otherwise in accordance with olicips described above. In the case of
transactions with us by RMR employees (other thanToustees and executive officers) subject to@anle of Business Conduct and Ethics,
the employee must seek approval from an execuffimowho has no interest in the matter for whagdproval is being requested.

We have no employees. Personnel and various ssmwiegequire to operate our business are provinled by RMR. We have two
agreements with RMR to provide management and dslirdtive services to us: (1) a business manageaggeement, which relates to our
business generally, and (2) a property managengeeement, which relates to the property level ajpmra of our MOBs.

RMR has approximately 820 employees. One of ourddamg Trustees, Mr. Barry Portnoy, is Chairman,arigj owner and an employee of
RMR. Our other Managing Trustee, Mr. Adam Portrisythe son of Mr. Barry Portnoy, and an owner, iélerst, Chief Executive Officer and
a director of RMR. Each of our executive officesaiso an officer of RMR, and our President anceBperating Officer, Mr. David
Hegarty, is a director of RMR. Five Star's Presiderd Chief Executive Officer and its Chief Finaaldfficer and Treasurer are officers of
RMR and all of CWH's officers are officers of RMBur Independent Trustees also serve as indepedileators or independent trustees of
other public companies to which RMR provides managy& services. Mr. Barry Portnoy serves as a magadjrector or managing trustee of
those companies, including Five Star and CWH, andAdam Portnoy serves as a managing trustee @jarity of those companies,
including CWH, but not Five Star. In addition, a#rs of RMR serve as officers of those companies.uderstand that further information
regarding those relationships is provided in thgliapble periodic reports and proxy statementsifilg those other companies with the
Securities and Exchange Commission, or SEC.

Our Board of Trustees has given our Compensatianr@ittee, which is comprised exclusively of our Ipdadent Trustees, authority to act
on our behalf with respect to our management ageaeswith RMR. The charter of our Compensation Catemrequires the Committee
annually to review the terms of these agreementduate RMR's performance under the agreementsesmglv, amend, terminate or allow to
expire the management agreements.
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Our business management agreement with RMR profagmyment to RMR of a business management fae ahnual rate equal to the
sum of (a) 0.5% of the book value of the assetsealoy us or our subsidiaries as of October 12, 1888 (b) 0.7% of the historical cost of
our other real estate investments, as describttkibusiness management agreement, up to th&256;000 of such investments, and 0.5%
thereafter. In addition, RMR receives an incenfeeequal to 15% of the product of (i) the weighdedrage of our common shares
outstanding on a diluted basis during a fiscal et (ii) the excess, if any, of the FFO Per Shasalefined in the business management
agreement, for such fiscal year over the FFO PareStor the preceding fiscal year. The incentiveifepaid in our common shares and in any
year shall not exceed $0.02 multiplied by the weidraverage of our common shares outstanding datioly year. Our common shares
these purposes are valued at the average closoesf our common shares as reported on the NaWw Stmck Exchange, or NYSE, during
the month of December of the fiscal year to whleh incentive fee pertains. In determining the besirmanagement fee payable by us to
RMR under the business management agreement,stoeital cost of any assets we acquire from and®tgi to which RMR provides
business management or property management sereicas RMR Managed REIT, will be the applicabl#isg RMR Managed REIT's
historical costs for those properties, determimethé manner specified in our business managengee¢m@ent, rather than our acquisition
costs for those properties. In such an acquisittompusiness management fee we pay to RMR ineeepehe acquired properties would be
expected to correspond to the reduction in thelairbusiness management fee that the selling RMRaged REIT pays to RMR, such that
RMR would not be expected to receive an increasledrbusiness management fees payable in aggiegateand the selling RMR Managed
REIT in respect of the acquired properties. Thermss management agreement also provides thatceiithin exceptions, if we determine to
offer for sale or other disposition any real prapéhat, at such time, is of a type within the istreent focus of another RMR Managed REIT,
we will first offer that property for purchase dsplosition to that RMR Managed REIT and negotiatgaod faith for such purchase or
disposition. The business management fees we p&dtR for 2012, 2011 and 2010 were $25,372, $20:811$17,166, respectively. These
amounts are included in general and administratiyeenses in our consolidated financial statemémtglarch 2012 and 2011, we issued
20,462 and 8,939 of our common shares to RMR iirthentive fees for 2011 and 2010, respectiveld,in March 2013 we expect to issue
21,968 of our common shares to RMR for the incenfiae for 2012.

Our property management agreement with RMR proviolemanagement fees for our MOB properties equal®% of gross rents and
construction supervision fees on those propertieggleto 5.0% of construction costs. The aggregaipgyty management and construction
supervision fees we paid to RMR for 2012, 2011 200 were $5,791, $4,455 and $2,353, respectifélgse amounts are included in
property operating expenses or have been capifalzzeappropriate, in our consolidated financiaeshents.

RMR also provides internal audit services to useinirn for our pro rata share of the total interuadit costs incurred by RMR for us and o
publicly owned companies managed by RMR and iifia#s, which amounts are subject to approval iny@ompensation Committee. Our
Audit Committee appoints our Director of Internaldit. Our share of RMR's costs of providing thiemal audit function was $193, $240
and $211 for 2012, 2011 and 2010, respectivelycivamounts
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are included in general and administrative expeimsear consolidated financial statements. Thelealed costs are in addition to the
business and property management fees we paid ®.RM

We are generally responsible for all of our opagtxpenses, including certain expenses incurredRNWR on our behalf. We are not
responsible for payment of RMR's employment, oficedministration expenses incurred to provide agament services to us, except for
the employment and related expenses of RMR empsoybe provide on-site property management sendoesour pro rata share of the staff
employed by RMR who perform our internal audit ftime. Pursuant to our business management agregRIgiR may from time to time
negotiate on our behalf with certain third partyaers and suppliers for the procurement of servicess. As part of this arrangement, we
may enter agreements with RMR and other compaaiegich RMR provides management services for thpgae of obtaining more
favorable terms from such vendors and suppliers.

Both our business management agreement with RMRangroperty management agreement with RMR autioait renew for successive
one year terms unless we or RMR give notice of morewal before the end of an applicable term. WRMR may terminate either
agreement upon 60 days' prior written notice, antRRnay also terminate the property management aggaeupon five business days'
notice if we undergo a change of control, as definehe property management agreement. On Decebih@012, we entered amendments
to these agreements, which extended the term dfitbimess management agreement until Decembef33, 2larified certain currently
existing policies in the business management ageaeand changed certain procedures for the aribitraf disputes pursuant to these
agreements.

Under our business management agreement with RMRycknowledge that RMR also provides managemewicesrto other companies,
which include Five Star and CWH, and will not bguieed to present us with opportunities to invegpioperties that are primarily of a type
that are within the investment focus of anotheiidess now or in the future managed by RMR and thahe event of conflict between us ¢
any such other company, RMR shall in its discretletermine on which party's behalf it shall act.

RMR also leased from us approximately 4,100 sqfemeof office space for one of its regional offamtil that lease was terminated in
December 2012. We earned approximately $186, $48&69 in rental income from RMR in 2012, 2011 aAdO0, respectively, which we
believe was commercially reasonable rent for this®space.

Under our Share Award Plan, we typically grantrietgd shares to certain employees of RMR, somehaim are our officers. In 2012, 2011
and 2010, respectively, we granted a total of 7B48tricted shares with an aggregate value of7$],72,450 restricted shares with an
aggregate value of $1,732 and 66,850 restrictexbsheith an aggregate value of $1,625, respectitelguch persons, based upon the closing
price of our common shares on the NYSE on the d#tgsants. One fifth of those restricted sharested on the grant dates and one fifth \

on each of the next four anniversaries of the giatgs. These share grants to RMR employees addition to the fees we pay to RMR. On
occasion, we have entered into arrangements withdbemployees of RMR in connection with the temion of their employment with

RMR, providing for the acceleration of vesting e$tricted shares previously granted to them undeSbare Award Plan.
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Five Star was formerly our 100% owned subsidiaiye IStar is our largest tenant, we are Five Skamgest stockholder and Five Star
manages several senior living communities for m£0d01, we distributed substantially all of FivaiSt then outstanding common shares to
our shareholders. As of December 31, 2012, we owi&®b,000 shares of common stock of Five Stardwhicludes the 1,000,000 common
shares we purchased from the underwriters as parpablic offering by Five Star in June 2011 f&;®0), or approximately 8.8% of Five
Star's outstanding shares of common stock. Onerdflanaging Trustees, Mr. Barry Portnoy, is alsnanaging director of Five Star. RMR
provides management services to both us and Fare Atcordingly, the transactions between us and Btar entered after Five Star became
a separate public company and that are descritrethheere approved by our Independent Trustees-aredStar's independent directors who
are not trustees or directors of the other compbmgrder to effect the spin off and to govern tielas after the spin off, Five Star entered into
agreements with us and others, including RMR. Sihea Five Star has entered into various leasdsugitand other agreements that include
provisions that confirm and modify these undertgkilAmong other matters, these agreements praviade t

. so long as we remain a REIT, Five Star may rentve/ithe share ownership restrictions in its cmamtethe ability of any person
or group to acquire more than 9.8% of any cladsivé Star's equity shares without our consent;

. so long as Five Star is our tenant or manager, &ige will not permit nor take any action thatpimr reasonable judgment,
might jeopardize our tax status as a REIT;

. we have the option to cancel all of Five Star'stsginder the leases and management agreemeassyitith us upon the
acquisition by a person or group of more than 98%ive Star's voting stock and upon other changsntrol events affectin
Five Star, as defined in those documents, incluthiegadoption of any shareholder proposal (othem thprecatory proposal)
the election to Five Star's board of directorsrof eadividual if such proposal or individual wastrapproved, nominated or
appointed, as the case may be, by vote of a mairEive Star's directors in office immediatelygorto the making of such
proposal or the nomination or appointment of sunchividual;

. the resolution of disputes arising from FiverStéeases and other agreements with us may blveddoy binding arbitration;
and
. so long as Five Star is a tenant of ours or manfagers or so long as Five Star has a business geamant agreement with

RMR, Five Star will not acquire or finance any reatate of a type then owned or financed by usiprcampany managed by
RMR without first giving us or such company managgdRMR, as applicable, the opportunity to acquoiréinance real estate
of the type in which we or such company invests.

As of December 31, 2012, we leased 188 seniordigmmmunities and two rehabilitation hospitals ieeFStar and Five Star managed 39
senior living communities for our account. Underd=5tar's leases with us, Five Star pays us rerdisting of minimum annual rent amounts
plus percentage rent based on increases in gressues at certain properties. Five Star's totalrmim annual rent payable to us as of
December 31, 2012 was $197,688, excluding percemtag. We recognized total rental income from Star of $200,912, $195,409 and
$189,682 for the years ended December 31, 2012, @0d 2010, respectively. As of December 31, 20i2Recember 31, 2011, our rents
receivable from Five
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Star were $17,680 and $17,313, respectively, anskthmounts are included in due from affiliateun consolidated balance sheets. During
the years ended December 31, 2012, 2011 and 20d$)gnt to the terms of our leases with Five Starpurchased $30,520, $33,269 and
$31,894, respectively, of improvements made to @nigs leased to Five Star, and, as a result,rthea rent payable to us by Five Star
increased by approximately $2,456, $2,665 and $2 &Spectively.

Five Star began managing communities for our actioubune 2011 in connection with our acquisitidrcertain senior living communities at
that time. We have since acquired additional comitiagithat are being managed by Five Star. We leassenior living communities that
managed by Five Star that include assisted livimitsito our TRSs. With the exception of the managetnagreement for the senior living
community in New York described below, the managenagreements for the communities Five Star manfgesir account provide Five
Star with a management fee equal to 3% of the geamnues realized at the communities, plus reisdent for Five Star's direct costs and
expenses related to the communities and an inaefaasequal to 35% of the annual net operatingnmecof the communities after we realize
an annual return equal to 8% of our invested chfite management agreements generally expire cereer 31, 2031, and are subject to
automatic renewal for two consecutive 15 year teumiess earlier terminated or timely notice of rorewal is delivered. The management
agreements provide that we and Five Star eachthaveption to terminate the contracts upon the iaiteqpn by a person or group of more
than 9.8% of the other's voting stock and uponrathange in control events affecting the otherypas defined in those documents,
including the adoption of any shareholder propéstier than a precatory proposal) or the electioté board of directors or board of trus
of any individual if such proposal or individual svaot approved, nominated or appointed, as theroagebe, by vote of a majority of the
board of directors or board of trustees in officeriediately prior to the making of such proposahernomination or appointment of such
individual.

In connection with the management agreements, wé-asme Star have entered into three pooling agre¢snévo pooling agreements which
pool our management agreements for communitiedriblaide assisted living units, or the AL Poolingr@ements, and a third pooling
agreement, which pools our management agreemantsifamunities consisting only of independent livingts, or the IL Pooling
Agreement. We entered into the initial AL PoolingrAement in May 2011 and the second AL Pooling Agrent in October 2012. In
connection with entering into the second AL Poolkgyeement, we and Five Star amended and restaeditial AL Pooling Agreement so
that it includes only the management agreement&fadentified communities. The second AL Poolingrédement includes the management
agreements for the remaining communities that ahelassisted living units that Five Star currenthniages (other than with respect to the
senior living community in New York described be)owe entered into the IL Pooling Agreement in Asig2012 and that agreement
currently includes management agreements for twanonities that have only independent living uritach of the AL Pooling Agreements
and the IL Pooling Agreement aggregates the detation of fees and expenses of the various commarihiat are subject to such pooling
agreement, including determinations of our retdrouw invested capital and Five Star's incentivesféJnder each of the pooling agreements,
we have the right, after the period of time spedifin the agreement has elapsed and subject tdSEws cure rights, to terminate all, but not
less than all, of the management agreements thatsject to the agreement if we do not receivendanimum return in each of three
consecutive years. In addition, under each of twipg agreements, Five Star
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has a limited right to require the sale of undeigrening communities. Also, under each of the paplgreements, any nonrenewal notice
given by Five Star with respect to a communitydemed a nonrenewal with respect to all the comnagriihat are the subject of the
agreement. Special committees of each of our Bo&fdustees and Five Star's board of directors amag solely of our Independent
Trustees and Five Star's independent directorsasdmot also trustees or directors of the othetlymard who were represented by separate
counsel reviewed and approved the terms of thesagement agreements and pooling agreements.

We incurred management fees of $5,582 and $83hiéoyears ended December 31, 2012 and 2011, resecivith respect to the
communities Five Star manages for our account. & hesounts are included in property operating exggemsour consolidated statements of
income and comprehensive income. We expect thamayeenter additional management arrangements wwith$tar for senior living
communities that we may acquire in the future emgesimilar to those management arrangements wertly have with Five Star.

In 2010 and 2011 there were additional transacti@teeen us and Five Star. A further descriptiothefterms of certain of those transacti
is included in our annual reports to shareholdatcsaur Annual Reports on Form 10-K filed with tHe(§ in each case for the years ended
December 31, 2011 and December 31, 2010. Sincadahu2012, we engaged in additional transactiatts Five Star, including:

. In February 2012, we acquired a senior living comityuin Alabama with 92 living units for approxinedy $11,300, excludin
closing costs and entered into a long term manageaggeement with Five Star to manage this commamitterms
substantially consistent with the terms of our othanagement agreements with Five Star for comnesritat include assist
living units. The management agreement for thisroamity is included in the second AL Pooling Agreeine

. In May 2012, we acquired a senior living communifth 59 living units in South Carolina for approxately $8,059, excludir
closing costs and entered into a long term manageaggeement with Five Star to manage this commiymitsuant to a long
term management agreement, on terms substantaikistent with the terms of our other managemergeagents with Five
Star for communities that include assisted livimits1 The management agreement for this commusitycluded in the secot
AL Pooling Agreement.

. Also in May 2012, we and Five Star entered into@peerations Transfer Agreement with Sunrise. Puntsteathe Operations
Transfer Agreement, we and Sunrise agreed to aatelthe December 31, 2013 termination date off Hupleases with
Sunrise, which terminations were completed duridg2 As of December 31, 2012, we were leasing (h€dmmunities to
our TRS and Five Star is operating these 10 Comtiesras our manager, pursuant to long term manageageeements, on
terms substantially consistent with the terms efaber management agreements with Five Star fomzenities that include
assisted living units. These management agreeraemiacluded in the second AL Pooling Agreement.

. In July 2012, we acquired a senior living comityam South Carolina with 232 living units for amximately $37,273,

excluding closing costs, and entered into a long tmanagement agreement with Five Star to managiedmmunity on term
substantially consistent with the
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terms of our other management agreements with $iaefor communities that include assisted livimis: This management
agreement is included in our second AL Pooling &grent.

. In August 2012, we acquired a senior living commity in Missouri with 87 living units for approxiately $11,280, excluding
closing costs, and entered into a long term manageagreement with Five Star to manage this comtyioni terms
substantially consistent with the terms of our othanagement agreement with Five Star for a comiytimait includes only
independent living units. In connection with thegjaisition, we entered into the IL Pooling Agreemeith Five Star describe
above.

. Also in August 2012, we acquired a senior livaggmmunity in New York with 310 living units for ppoximately $99,000,
excluding closing costs. In connection with ourwsiion of this community, we entered into a Idegn management
agreement with Five Star to manage the portiomisfcommunity consisting of living units not sulijéz the requirements of
New York healthcare licensing laws on terms sulistiy consistent with the terms of our other mag@agnt agreements with
Five Star for communities that include assistemhjwinits, except the management fee we pay isl égq&do of the gross
revenues realized at that portion of the commuaity there is no incentive fee payable by us utidemanagement
agreement. In order to accommodate certain regeinesrof New York healthcare licensing laws, our T¥R8leased the
portion of this community that is subject to suefuirements to an entity, D&R Yonkers LLC, whicloisned by our Preside
and Chief Operating Officer and our Treasurer ah@fJFinancial Officer. In August 2012, D&R YonkdrkC entered into a
long term management agreement with Five Star toag this community for its account. That manageragreement
expires on August 31, 2017, and is subject to rahéw nine consecutive five year terms, unlesfiexaerminated or timely
notice of nonrenewal is delivered. Under the sisdesgreement, D&R Yonkers LLC is obligated to payt only from
available revenues generated by the subleased coitymQur TRS is obligated to advance any rent ghlts to D&R
Yonkers LLC, and D&R Yonkers LLC is obligated tpeg our TRS only from available revenues generhyetthe subleased
community. Further, we have entered into an indéoation agreement with the owners of D&R Yonketdd, pursuant to
which we have agreed to indemnify them for cosissés and expenses they may sustain by reasomgféomember, director
or officer of D&R Yonkers LLC or in connection witmy costs, losses or expenses under our TRSsasgblvith D&R
Yonkers LLC or the management agreement between Dé&fkers LLC and Five Star.

. In December 2012, we acquired a senior living comitgun Tennessee with 90 living units for approxitaly $11,550,
excluding closing costs, and entered into a long teanagement agreement with Five Star to manageammunity on term
substantially consistent with the terms of our othanagement agreements with Five Star for comrnesriihat include assist
living units. This management agreement is incluideaur second AL Pooling Agreement.

. Also in December 2012, we acquired a senior lidognmunity in Texas with 78 living units for apprmately $9,000,
excluding closing costs, and entered into a long teanagement agreement with Five Star to manageammunity on term
substantially consistent with the terms of our othanagement agreements with Five Star for comrnegrithat include assist
living units. This management agreement is incluideaur second AL Pooling Agreement.
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. As discussed in Note 6—Loan Receivable, in May1X2 we and Five Star entered into a bridge loatheBridge Loan, under
which we lent Five Star $80,000. In April 2012, &i8tar repaid in full the $38,000 principal amailmein outstanding under t
Bridge Loan, resulting in the termination of thadge Loan. We recognized interest income from thdd® Loan of $314 and
$593 for the years ended December 31, 2012 andniiere31, 2011, respectively.

. As discussed in Note 7#debtedness, in August 2012, we prepaid approxin®99,197 of the outstanding principal bale
of our FNMA secured term loan. As a result of ghispayment, 11 of the 28 properties securing tahat dere released from
the mortgage and, in connection with this releaseentered into amendments to the related mastdit @agreement and our
leases with Five Star so that these 11 propertége vemoved from the lease created to accommduiatENMA debt and wel
added to our other multi-property leases with FSar.

CWH was formerly our parent. We were spun off to Ii@®/shareholders in 1999. As of the date of thi®re we own 250,000 common
shares of CWH. Our two Managing Trustees, Mr. B&woytnoy and Mr. Adam Portnoy, are also managinsi¢ées of CWH, and Mr. Adam
Portnoy is also the President of CWH. In additiome of our Independent Trustees, Mr. Frederick @ayjian, is also an independent trustee
of CWH. RMR provides management services to botangsCWH. Accordingly, the right of first refusahihsaction agreements between us
and CWH described below were negotiated and apgrbyespecial committees of each company's boatdistees comprised solely of
Independent Trustees who were not also Indeperidestees of the other company.

At the time of our spin off from CWH, we and CWHtered into a transaction agreement pursuant tohyhimong other things, we and C\
agreed that so long as CWH owns 10% or more otommon shares, we and CWH engage the same manmageramd CWH have any
common managing trustees: (1) CWH will not make iargstment in senior apartments, congregate contimsinassisted living properties,
nursing homes or other healthcare properties, aitiding MOBs, without the prior approval of a mityp of our Independent Trustees, and
(2) we will not make any investment in office buiids, warehouses or malls, including MOBs, withiht prior approval of a majority of
CWH's independent trustees.

Between November 2010 and January 2011, we purdi2¥sproperties (approximately 2,803,000 squarederental space), which were
majority leased as MOBs from CWH for total salecps of $470,000, excluding closing costs. In cotioeavith this transaction, CWH
agreed to amend the transaction agreement entettegl time of the spin off from CWH to (i) prohibltwWH from acquiring MOBs and

(ii) allow us to purchase MOBs. At the same tim&/i€ granted us a right of first refusal to purchesgain MOB properties owned by CWH
if CWH sought to sell them. ISeptember 2011, we acquired from CWH 13 additipnaperties (approximately 1,310,000 square fedi)ch
were majority leased as MOBs for total sale prime$167,000, excluding closing costs. In connectidth our September 2011 purchase of
the 13 properties from CWH, we and CWH terminatedexisting right of first refusal, as we have fhased substantially all of the proper
that were subject to that right of first refusalir@urchase agreements with CWH include arbitrapimvisions for the resolution of disputes.

We, RMR, Five Star, CWH and four other companiewlich RMR provides management services each dlyrewn 12.5% of AIC, an
Indiana insurance company. All of our Trusteespfithe
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trustees and directors of the other publicly hel@ shareholders and nearly all of the directorRMIR currently serve on the board of
directors of AIC. RMR provides management and adstrative services to AIC pursuant to a manageraadtadministrative services
agreement with AIC. Our Governance Guidelines methat any material transaction between us andshill be reviewed, authorized and
approved or ratified by the affirmative votes otlba majority of our entire Board of Trustees amdajority of our Independent Trustees. The
shareholders agreement among us, the other shdeebaf AIC and AIC includes arbitration provisidios the resolution of disputes.

As of December 31, 2012, we have invested $5,2@9@nsince its formation in November 2008. Althougk own less than 20% of AIC, we
use the equity method to account for this investrbenause we believe that we have significant énfe over AIC because all of our
Trustees are also directors of AIC. Our investniertIC had a carrying value of $5,629 and $5,29bfd3ecember 31, 2012 and 2011,
respectively, which amounts are included in otlesess on our consolidated balance sheets. For 2012,and 2010, we recognized income
of $316 and $139 and a loss of $1, respectivelgtad to our investment in AIC. We and the othersholders of AIC have purchased
property insurance providing $500,000 of coveragespant to an insurance program arranged by AlCnatidrespect to which AIC is a
reinsurer of certain coverage amounts. This progras modified and extended in June 2012 for a @ae term, and we paid a premium,
including taxes and fees, of $4,438 in connectiith that renewal, which amount may be adjusted ftione to time as we acquire or dispose
of properties that are included in this programr @unual premiums for this property insurance ih2and 2010 were $1,600 and $275,
respectively. We are also currently investigatimg possibilities to expand our insurance relatigpsstvith AIC to include other types of
insurance. We may invest additional amounts in il@e future if the expansion of this insurancsibess requires additional capital, but we
are not obligated to do so. By participating irstimsurance business with RMR and the other corepaniwhich RMR provides management
services, we expect that we may benefit financiajlypossibly reducing our insurance expenses oedalzing our pro rata share of any prc

of this insurance business.

Note 6. Loan Receivable

In May 2011, we and Five Star entered into the @¥idoan under which we agreed to lend Five Stao80,000 to fund a portion of Five
Star's purchase of a portfolio of six senior livc@mmunities. By September 30, 2011, Five Starduewpleted its acquisition of these
communities and had borrowed all $80,000 of thisl@ Loan. By December 31, 2011, Five Star hadidep42,000 of those borrowings. In
April 2012, Five Star paid the remaining balanc&®8,000, resulting in the termination of this BygdLoan. The Bridge Loan was secured by
mortgages on three of the senior living communitied Five Star acquired and on four other semiimd communities owned by Five Star.
The Bridge Loan bore interest at a rate equaleéatimual rates of interest applicable to our boimgs/under our revolving credit facility, pl
1%. We recognized interest income from this Brilgan of $314 for the year ended December 31, 2025893 for the year ended
December 31, 2011, which are included in interedt@her income in our consolidated statementaaifrne and comprehensive income.
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Our principal debt obligations at December 31, 2@&2e: our $750,000 unsecured revolving credififgcfour public issuances of unsecu
senior notes, including: $250,000 principal amadut 2016 at an annual interest rate of 4.30%, $200principal amount due 2020 at an
annual interest rate of 6.75%, $300,000 principadant due 2021 at an annual interest rate of 6.&586$3350,000 principal amount due 2!
at an annual interest rate of 5.625%; and $705a@gegate principal amount of mortgages securesblnf our properties with maturity da
from 2013 to 2043. The 56 mortgaged propertiesehaalrying value of $992,645 at December 31, 2R also have two properties subject
to capital leases totaling $13,792 at DecembeR@12; these two properties had a carrying valu&l6f602 at December 31, 2012.

In connection with the acquisitions discussed ineNdabove, during the year ended December 31, 204 2ssumed $121,793 of mortgage
debt, which was recorded at an aggregate fair vafl$d27,722. These mortgages have a weighted gevémgerest rate of 5.84% and a
weighted average maturity of 4.7 years. We recotdecdaissumed mortgages at their fair value, whideeded their outstanding principal
balances by $5,929. We determined the fair valub@hssumed mortgages using a market approact bpsa Level 2 inputs (significant
other observable inputs) in the fair value hiergrch

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

In February 2012, we paid in full a mortgage loanwnbering one of our properties that had a praddyjalance of approximately $12,386, an
interest rate of 6.03% and a maturity date in M&@h2. In April 2012, we paid in full 17 mortgagehs encumbering 17 of our properties
that had an aggregate principal balance of $32wéhted average interest rate of 6.95% and ntgtdates in June and July 2012. In June
2012, we paid in full a mortgage loan encumbering of our properties that had a principal balarf@pproximately $3,140, an interest rate
of 6.07% and a maturity date in September 2012 dtober 2012, we paid in full a mortgage loan eroairimg one of our properties that had
a principal balance of approximately $4,152, arnest rate of 6.50% and a maturity date in Janata.

In July 2012, we sold $350,000 of unsecured serotes. The notes require interest at a fixed rBfeG25% per annum and are due in 2042.
The notes can also be prepaid at par at any timmmiag in July 2017. Net proceeds from this sdlthe notes, after underwriting discounts,
fees and other expenses were approximately $338a@test on the notes is payable quarterly inas. We used a part of the net proceeds
of this offering to repay borrowings outstandinglenour revolving credit facility and we used tkenaining net proceeds from this offering
to prepay a part of our FNMA secured term loan fandjeneral business purposes, which included fumdipart of our recent acquisitions of
properties discussed in Note 3 above.

In August 2012, we prepaid approximately $199,1Bthe outstanding principal balance of our FNMAwed term loan that had an interest
rate of 6.4% at August 31, 2012 and a maturity dafeptember 2019, using, among other funds, megeds from our July 2012 debt
offering. As a result of this prepayment, 11 of 8&eproperties securing this loan were released the related mortgage. Also, as a result of
this prepayment, we recorded a loss on early evisignent of debt of approximately $6,349 consistihg debt prepayment premium, legal
fees and the write off of unamortized deferredritiag fees.
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We have a $750,000 unsecured revolving creditifpt¢iat is available for general business purposetuding acquisitions. The maturity
date of our revolving credit facility is June 2915 and, subject to the payment of an extensiomarfieemeeting certain other conditions,
includes an option for us to extend the stated ritgtdate of our revolving credit facility by onear to June 24, 2016. In addition, our
revolving credit facility includes a feature undenich maximum borrowings may be increased to up1t&00,000 in certain circumstances.
Borrowings under our revolving credit facility baaterest at LIBOR plus a spread, which was 16G@shaaints as of December 31, 2012. We
also pay a facility fee of 35 basis points per anran the total amount of lending commitments uraerrevolving credit facility. Both the
interest rate spread and the facility fee are sittjeadjustment based upon changes to our ciadigs. We can borrow, repay and reborrow
funds available under our revolving credit facilitytil maturity, and no principal repayment is durgil maturity. As of December 31, 2012,
the interest rate payable on borrowings under ewnlving credit facility was 1.8% and the weightadrage interest rate for borrowings
under our revolving credit facility was 1.8% and@%.for the years ended December 31, 2012 and 284dectively. As of December 31,
2012 and February 19, 2013, we had $190,000 amdazaounts, respectively outstanding under our xéwglcredit facility. We incurred
interest expense and other associated costs rétated revolving credit facility of $5,733, $2,748d $1,606 for the years ended
December 31, 2012, 2011 and 2010, respectively.

Our credit facility agreement provides for accdieraof payment of all amounts due thereunder uperoccurrence and continuation of
certain events of default, including a change oftied of us and the termination of our business ag@ment agreement with RMR.

Our public debt indentures and related supplenmemdsour credit facility agreement contain a nunmdddiancial and other covenants,
including covenants that restrict our ability teum indebtedness or to make distributions undeatecircumstances and require us to
maintain financial ratios and a minimum net worth.

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

In December 2011, we sold $300,000 of senior unreelcniotes. The notes require interest at a fixedlah6.75% per annum and are due in
2021. Net proceeds from this sale of the notesr aftiderwriting discounts, fees and other expensee approximately $292,126. Interest on
the notes is payable semi-annually in arrears. fiipal payments are due until maturity. We udesinet proceeds of this offering to repay
$70,000 in borrowings under our revolving creddility and for general business purposes, includingling in part the acquisitions
described in Note 3 above.
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At December 31, 2012 and 2011, our additional anting debt consisted of the following:

December 31, 201,

December 31, 201

Face Unamortized Face Unamortized

Unsecured Debt Coupon Maturity Amount Discount Amount Discount
Senior note: 8.625% 201z $ — 3 — $ 225,000 $ —
Senior note! 4.300% 201¢ 250,00( 1,62( 250,00( 2,15¢
Senior note! 6.750% 202( 200,00( 1,56: 200,00( 1,77
Senior note! 6.750% 2021 300,00 4,764 300,00( 5,29¢
Senior note! 5.625% 204z 350,00( — — —
Total unsecured

debt $ 1,100,000 $ 7,947 $ 975,000 $ 9,23(
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Principal Balance as of Net Book Value of

December 31, Nur(;]fber Collateral
Properties Initial
Interest as Cost of

Secured and Other Deb 2012 2011() Rate  Maturity Collateral Collateral 2012 2011

Mortgage® $ —$ 12,40 6.03% Mar 12 —3$ 17,15¢$ —$ 17,07¢
Mortgage® —  2,35¢ 6.73% Jun 1 — 4,45( — 3,69¢
Mortgages? — 30,58 6.97% Jul 1z — 70,11« — 61,54
Mortgage® (3) — 3,177 6.07% Sep 1 —  22,14: — —
Mortgage® —  422¢ 650% Janl: — 7,56( — 7,40¢€
Mortgages 10,56¢ 10,92( 6.11% Dec 1: 4 17,03¢ 14,88: 14,81«
Mortgages 13,75¢ 14,00¢ 6.91% Dec 1: 2 36,35¢ 33,057 33,70z
Mortgages 36,90¢ 37,61¢ 5.83% Jun 1: 2 79,00( 78,59¢ 79,10¢
Mortgage 30,94 — 6.015% Mar 1t 1 99,00( 98,34¢ —
Mortgage® 5,121 5,21¢ 5.65% Jun 1! 1 — 21,43t 21,83¢
Mortgage 11,61: 11,747 6.365% Jul 1t 1 14,84¢ 14,43: 14,69:
Mortgages 13,05. 13,31( 5.66% Jul 1t 3 26,60¢ 25,86¢ 26,377
Mortgage 2,87¢ 2,94¢ 5.88% Jul 1t 1 15,39° 14,77 15,17:
Mortgage 6,792 — b5.81% Oct 1t 1 9,65( 9,66¢ —
Mortgage 459 4,68/ 5.81% Oct 1t 1 8,60( 8,391 8,53:
Mortgages 52,00( — 5.64% Jan L 1 70,49¢ 66,12: —
Mortgage 6,47¢ 6,581 5.97% Apr 1€ 1 10,27: 10,05: 10,19«
Mortgages 90,607 93,137 5.924% Nov 1€ 2 157,500 154,69. 157,64(
Mortgage 12,537 12,69¢ 6.25% Nov 1€ 1 22,10: 21,96¢ 21,98«
Mortgage 5,81( 5.86% Mar 17 1 11,28( 11,56: —
Mortgages 46,75! 47,68¢ 6.54% May 17 8 62,50( 56,34 57,87
Mortgage 11,41¢ — 6.15% Aug 17 1 16,40( 15,50° —
Mortgage 9,641 — 6.73% Apr 18 1 15,10( 11,52¢ —
Mortgage® 296,43 300,66¢ 6.71% Sep 1! 17 617,16, 260,27: 505,21«
Mortgage(® — 200,07¢ 6.39% Sep 1 — — — —
Mortgage® 3,27C  3,51¢ 7.31% Jan 2 1 18,82: 16,83¢ 17,24
Mortgage(® 1,60¢ 1,72t 7.85% Jan 2; — — — —
Mortgage 3,63¢ 3,61¢ 6.25% Feb 3! 1 5,20( 4,69¢ 4,807
Mortgage 9,49: 9,62¢ 5.95% Sep 3 2 11,42¢ 9,29¢ 19,58¢
Mortgage 4,747 — 4.375% Sep 4. 1 8,05¢ 7,76¢ —
Bonds 14,70C 14,70( 5.875% Dec 2i 1 34,30" 26,55¢ 27,50
Capital lease 13,79: 14,21 7.70% Apr 2€ 2 28,60: 15,60: 16,02:
Total securel $719,04 $861,42- 58 $1,517,14'$1,008,241$1,142,03!

(1) The principal balances are the amounts siatéte contracts. In accordance with GAAP, ouryiag values and
recorded interest expense may be different beaafus@rket conditions at the time we assumed cedhihese debts.
As of December 31, 2012 and 2011, the unamortizé@memiums on certain of these mortgages were8$5ad $191,
respectively.

(2) In 2012 we repaid this debt.

(3) These two mortgages are collateralized by one ptyppequired in June 2011. One of these mortgagesrepaid in
2012,

(4) These two mortgages were closed in August 20@Boriginally collateralized by 28 propertiespart of this loan
requires interest at a fixed rate of 6.71% andragdahe loan required interest at a variable.riteAugust 2012, we
repaid the variable rate portion of the mortgage Bh properties were released from the collateral.

(5) These two mortgages are collateralized by one M@pgrty acquired in July 200
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Note 7. IndebtednesgContinued)

We include amortization of capital lease assetiepreciation expense. Assets encumbered by céates had a net book value of $13,792
and $14,211 at December 31, 2012 and 2011, resphcti

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

Required principal payments on our outstanding dsliif December 31, 2012, are as follows:

2013 $ 36,10¢
2014 48,02:
2015 272,35t
2016 410,13t
2017 65,38:
Thereaftel 1,177,04.

Note 8. Fair Value of Assets and Liabilities

The following table presents certain of our asaetsliabilities that are measured at fair valueaacurring and non recurring basis at
December 31, 2012 categorized by the level of mpsed in the valuation of each asset or liability.

Quoted Prices in Active Significant Other Significant
Markets for Identical Observable Inputs Unobservable Inputs
Description Total Assets (Level 1 (Level 2) (Level 3)

Assets held for sal

(2) $ 85C $ — % 85C $ —
Long-lived assets

held and use®  $ 1,966 $ — 3 1,96¢ $ —
Investments in

available for sale

securities®) $ 25170 $ 25177 $ — 3 —
Unsecured senior

notes® $ 1,185,08!
Secured ded®) $ 814,59

&

1,185,08 $ —
— 3 —

&

(1) Assets held for sale consist of one of our propsitiiat we expect to sell that is reported atvaline. We used offers to
purchase the property made by third parties or @oaipe sales transactions (Level 2 inputs) to deter the fair value
of this property. We have previously recorded cuativé impairments of approximately $5,738 to thisgerty in order
to reduce its book value to fair value.

(2) Long-lived assets held and used consist ofodreir properties. We used broker information eadhparable sales
transactions (Level 2 inputs) to determine thevalue of this property and recognized an impaimnoémssets charge
$3,071 during the year ended December 31, 201@dtace its carrying value to the amount stated.

) Our investments in available for sale securitietliide our 250,000 common shares of CWH and 4,28506hmon

shares of Five Star. The fair values of these shae based on quoted prices at December 31, AGi@ive markets
(Level 1 inputs)
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Note 8. Fair Value of Assets and LiabilitiegContinued)

(4) We estimate the fair values of our unsecussiios notes using an average of the bid and ask pffiour then
outstanding four issuances of senior notes (Lewep(its) on or about December 31, 2012. The fdirasmof these
senior note obligations exceed their book valueblgd92,053 by $93,032 because these notes welirgrat a premiur
to their face amounts.

(5)  We estimate the fair values of our secured dehtdiiyg discounted cash flow analyses and curremélygiling market

terms as of the measurement date (Level 3 inpBé&jause our inputs are unobservable, our estinfaitedalue may
differ materially from the actual fair valu

In addition to the assets and liabilities descrilvethe above table, our additional financial instents include rents receivable, cash and cash
equivalents, restricted cash, unsecured debt dred babilities. The fair values of these additibfi@ancial instruments approximate their
carrying values at December 31, 2012 based upanligugdity, short term maturity, variable rateiging or our estimate of fair value using
discounted cash flow analyses and prevailing isteies.

Note 9. Concentration of Credit Risk

The assets included in these financial statemeatpramarily income producing senior housing andltieare related real estate located
throughout the United States. The following is mmary of the assets leased and rents earned frosignificant lessee as of and for the
years ended December 31, 2012 and 2

At At
December 31, 2012 December 31, 2011
Investment () % of Total Investment () % of Total
Five Star $ 2,181,33 42% $ 2,150,72 46%
All others 3,001,96! 58% 2,570,86! 54%
$ 5,183,30 100% $ 4,721,59. 100%
Year Ended Year Ended
December 31, 2012 December 31, 2011
Rental income % of Total Rental income % of Total
Five Star $ 200,91: 44% $ 195,40¢ 46%
All others 259,89¢ 56% 226,75 54%
$ 460,81 100% $ 422,16t 100%
Q) Represents real and personal property leased tieioants at historical cost after impairment logses before

depreciation

As discussed above, Five Star is our former sudnsidRental income from Five Star represented 4i®upannualized rental income and the
properties Five Star leases from us represent 428Granvestments, at cost, as of December 31, 2882f December 31, 2012, Five Star
also manages a portfolio of 39 senior living comities. These properties leased and managed byStareare included in our short and long
term residential care communities segment. Thewalig tables present summary financial informafimmFive Star for the years ended
December 31, 2012, 2011 and 2010, as reported Aniual Report on Form 10-K for the year endedebdwer 31, 2012.
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Note 9. Concentration of Credit Risk(Continued)

Summary Financial Information of Five Star Quality Care, Inc.

For the Year Ended December 31

2012 2011 2010
Operations
Total revenue $ 1,350,87: $ 1,205,15 $ 1,133,97
Operating incom 20,85¢ 17,11 25,97¢
Income from continuing operatiol 13,42¢ 67,48" 25,35«
Net income 24,94¢ 64,20: 23,49:
For the Year Ended December 31
2012 2011 2011
Cash Flows
Cash provided by operating activiti $ 56,75¢ $ 40,298 $ 106,90t
Net cash (used in) provided by discontinued opena (6,01¢) 3,41 662
Cash used in investing activiti (3,265 (126,75¢) (37,277
Cash (used in) provided by financing activit (51,209 90,64¢ (54,539
Change in cash and cash equivals (3,736 7,60¢ 15,75
Cash and cash equivalents at beginning of p¢ 28,37« 20,77( 5,017
Cash and cash equivalents at end of pe 24,63¢ 28,37« 20,77(

As of December 31

2012 2011
Financial Position
Current assel $ 137,31« $ 148,25:
Non-current assel 434,04 435,22}
Total indebtednes 71,13: 122,71
Current liabilities 183,96( 189,33:
Non-current liabilities 80,59: 113,95:
Total shareholders' equi 306,80! 280,19:

The summary financial information of Five Star regented to comply with applicable accounting ratiohs of the SEC. References in these
financial statements to the Annual Report on FobaKIfor Five Star are included to show the sourcthe information only, and the other
information in Five Star's Annual Report on FormKL@s not incorporated by reference into theserfoial statements. See Note 5 for further
information regarding our leases with Five Star.

F-34




Table of Contents

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

Note 10. Segment Reporting

We have three operating segments, of which twoegrertable operating segments. The two reportgideating segments are: (i) short term
and long term residential care communities thagradining for residents and (i) MOBs. Propertiedhie short term and long term residential
care communities segment include leased and mamadependent living communities, assisted livinghoounities, skilled nursing facilities
and rehabilitation hospitals. We earn rental incoevenues from the tenants that lease and oparateased communities and we earn fees
and services revenues from the residents of oualglesth Communities. Five Star began managing our yegh@&ommunities for our account
in June 2011. Properties in the MOB segment incthdee leased to medical providers, medical relatesihesses, clinics and biotech
laboratory tenants. We earn rental income revefroestenants of our MOBs. The "All Other Operatiboategory in the following table
includes amounts related to corporate businessitéesiand the operating results of certain prapsithat offer fitness, wellness and spa
services to members.

For the Year Ended December 31, 201

Short and
Long Term
Residential All Other
Care Communities MOBs Operations Consolidated
Revenues
Rental income $ 246,94t $ 196,100 $ 17,75¢ $ 460,81:
Residents fees and servic 184,03: — — 184,03:
Total revenue 430,97¢ 196,10° 17,75¢ 644,84.
Expenses
Depreciatior 87,85¢ 49,80¢ 3,79: 141,45t
Property operating expens 138,81¢ 62,44 — 201,26:
General and administrati\ — — 31,517 31,517
Acquisition related cost — — 9,39/ 9,394
Impairment of asse’ — 3,071 — 3,071
Total expense 226,67! 115,32: 44,70: 386,70:
Operating income (los! 204,30« 80,78¢ (26,94°) 258,14
Interest and other incon — — 1,113 1,117
Interest expens (47,299 (3,255 (66,68¢) (117,240
Loss on early extinguishment of d¢ — — (6,349) (6,349)
Gain on lease terminatiol 37t — — 37¢
Loss on sale of propertis — (201) — (207)
Equity in earnings of an invest — — 31¢€ 31¢€
Income (loss) before income tax
expenst 157,38 77,42¢ (98,549 136,25¢
Income tax expens — — (375) (375)
Net income (loss $ 157,38( $ 77,428 $ (98,929 $ 135,88
Total asset $ 2,767,22° $ 1,684,43 $ 296,34: $ 4,748,00:.
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Note 10. Segment ReportingContinued)

For the Year Ended December 31, 201

Short and
Long Term
Residential All Other
Care Communities MOBs Operations Consolidated
Revenues
Rental income $ 24265. $ 161,80¢ $ 17,70f $ 422,16t
Residents fees and servic 27,85 — — 27,85:
Total revenue 270,50 161,80¢ 17,70t 450,01
Expenses
Depreciatior 71,02( 38,45 3,79: 113,26!
Property operating expens 21,63¢ 47,32¢ — 68,96°
General and administrati\ — — 26,04: 26,04:
Acquisition related cost — — 12,23¢ 12,23¢
Impairment of asse’ 1,02¢ 962 — 1,99(
Total expense 93,68 86,74 42,07 222,50:
Operating income (los! 176,81t 75,06¢ (24,36°) 227,51!
Interest and other incon — — 1,451 1,451
Interest expens (43,867) (99€) (53,409 (98,267)
Loss on early extinguishment of d¢ — — (427) (427)
Gain on sale of properti¢ 21,23t 79 — 21,31t
Equity in earnings of an invest — — 13¢ 13¢
Income (loss) before income tax
expense 154,19( 74,14¢ (76,609 151,73:
Income tax expens — — (312) (312)
Net income (loss $ 154,19 $ 74,14¢ $ (76,92() $ 151,41
Total asset $ 2,461,533 $ 1,487,36 $ 434,15. $ 4,383,04
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Note 10. Segment ReportingContinued)

For the Year Ended December 31, 201

Short and
Long Term
Residential All Other
Care Communities MOBs Operations Consolidated
Rental income $ 23757¢ $ 8515. $ 17,38 $ 340,11:
Expenses
Depreciatior 66,17: 20,44¢ 3,79 90,40¢
Property operating expens — 20,16¢ — 20,16¢
General and administratiy — — 21,67: 21,67.
Acquisition related cost — — 3,61( 3,61(
Impairment of asse 1,09t 4,87( — 5,96¢
Total expense 67,267 45,48« 29,07¢ 141,83l
Operating income (los! 170,31: 39,66¢ (11,696 198,28:
Interest and other incon — — 844 844
Interest expens (41,076 (862) (38,079 (80,017
Loss on early extinguishment of de — — (2,439 (2,439
Gain on sale of properti¢ 10¢ — — 10¢
Equity in losses of an invest — — (@)} Q)
Income (loss) before income tax
expense 129,34 38,80¢ (51,36Y 116,78!
Income tax expens — — (300 (300
Net income (loss $ 129,34: $ 38,80¢ $ (51,665 $ 116,48!
Total asset $ 1,905,993 $ 1,167,99- $ 318,72 $ 3,392,65
Note 11. Income Taxes
Our provision for income taxes consists of thedwihg:
For the year ended December 3!
2012 2011 2010
Current:
Federa $ — 3 — $ —
State 37t 312 30C
37t 312 30C
Deferred:
Federal — — —
State — — —
Income tax provisiol $ 37t % 312 % 30C
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Note 11. Income Taxeg$Continued)

A reconciliation of our effective tax rate and eS. federal statutory income tax rate is as folow

For the year ended December 3!

2012 2011 2010

Taxes at statutory U.S. federal income tax

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

tax benefil 0.3% 0.2% 0.3%
Change in valuation allowan 2.4% 0.4% —
Other differences, ni (2.4)% (0.4)% —
Effective tax rate 0.3% 0.2% 0.3%

Deferred income tax balances reflect the net tiecef of temporary differences between the carrgimpunts of assets and liabilities on our
consolidated balance sheets and the amounts useddme tax purposes and are stated at enactadtxexpected to be in effect when
taxes are actually paid or recovered. Significambponents of our deferred tax assets and lialsilagie as follows:

For the year ended December 3.

2012 2011
Deferred tax asset

Deferred revenu $ 2,16¢ $ 48¢
Tax loss carryforward 1,751 241
3,92( 73C
Valuation allowanct (3,819 (617)
10€ 11z

Deferred tax liabilities
Depreciable asse (10€) (119
Net deferred income taxi $ — % —

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

Because of our TRSs' short operating history aaditicertainty surrounding our ability to realize thture benefit of these assets, we have
provided a 100% valuation allowance as of Decer8tte2012 and 2011. If and when we believe it iserlikely than not that we will recov
our deferred tax assets, we will reverse the vadnatllowance as an income tax benefit in our cbdated statement of operations. As of
December 31, 2012, our consolidated TRSs had rehtipg loss carry forwards for federal incomepaxrposes of approximately $4,502,
which if unused, begin to expire in 2031.
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Note 12. Selected Quarterly Financial Data (unaudéd)

The following is a summary of our unaudited qudytezsults of operations for 2012 and 2011:

2012
First Second Third Fourth
Quarter Quarter Quarter Quarter
Revenue: $ 145,07 $ 146,97 $ 158,63! $ 194,16-
Net income 32,35: 33,25 25,64¢ 44,63¢
Per share dati
Net income $ 0.2C % 0.2C $ 0.1t $ 0.2t
Common distributions declaréd $ 0.3¢ $ 03¢ $ 03¢ $ 0.3¢
2011
First Second Third Fourth
Quarter Quarter Quarter Quarter
Revenue! $ 98,55 $ 101,16: $ 113,70 $ 136,60:
Net income 31,77¢ 51,04¢ 29,99¢ 38,59¢
Per share dati
Net income $ 02 % 03¢ $ 0.2C $ 0.2¢4
Common distributions declaré $ 037 $ 037 $ 0.3¢ $ 0.3¢

(1)  Amounts represent distributions declared with respethe periods shown. Distributions are gengiadlid in the
quarterly period following the quarterly periodwtich they relate

Note 13. Pro Forma Information (unaudited)

During 2012, we purchased 11 senior living commesiand 13 MOBs for $449,657 and assumed $121 f78®xgage debt at a weighted
average interest rate of 5.84% related to certhoun2012 acquisitions. In July 2012, we issue@@8,000 common shares in a public
offering, raising net proceeds of approximately H282. In July 2012, we sold $350,000 unsecuretbsantes due 2042 at a fixed rate of
5.625% per annum.

During 2011, we purchased 28 senior living commasiand 28 MOBs for $991,618 and assumed $217 Bfibdgage debt at a weighted
average interest rate of 5.94% related to certhoun2011 acquisitions. In January 2011, we s@80$000 unsecured senior notes due 2016
at a fixed rate of 4.30% per annum. In July anco®et 2011, we issued 11,500,000 and 9,200,000 consimares in two public offerings,
raising net proceeds of approximately $247,498%k&#,735, respectively. In December 2011, we sB@DFO0 unsecured senior notes due
2021 at a fixed rate of 6.75% per annum.

The following table presents our pro forma resafteperations as if all of these 2011 and 201%aiets were completed on January 1, 2011.
This pro forma data is not necessarily indicatif’@/bat actual results of operations would have feethe periods presented, nor does it
represent the results
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Note 13. Pro Forma Information (unaudited)(Continued)

of operations for any future period. Differencesldaresult from, but are not limited to, additiomabperty sales or investments, changes in
interest rates and changes in our equity or dedttsire.

For the Year Ended
December 31

2012 2011
Total revenue: $ 689,70 $ 664,04
Net income $ 140,84t $ 151,33¢
Per common share dat

Net income $ 0.8C $ 0.8¢

During the year ended December 31, 2012, we rezednmevenues of $26,840, property operating exppenis®l15,957 and interest expens
$2,354 arising from our acquisitions completed@®2 During the year ended December 31, 2011, ueagrézed revenues of $60,395,
property operating expenses of $29,604 and intesgetnse of $2,915 arising from our acquisitionsgleted in 2011.
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City
Birminghan
Birminghan
Cullman
Madison
Priceville
Sheffield
Peoria
Phoenix
Phoenix
Scottsdale
Scottsdale
Sun City
Sun City
West
Tucson
Yuma
Yuma
Anaheim
Encinitas
Fremont
Fremont
Fremont
Fresnc
Fresnc
Laguna
Hills
Lancaste
Los Angele
Los Angele

SENIOR HOUSING PROPERTIES TRUST

SCHEDULE 1lI

REAL ESTATE AND ACCUMULATED DEPRECIATION

DECEMBER 31, 2012

(Dollars appearing in the table below are in thousads)

Initial Cost to Company

Cost at December 31, 201

Buildings, Cost Capitalized Buildings, Accumulated Date Original

Improvements &  Subsequent to Improvements & Construction
State  Land Equipment Acquisition Impairment  Land Equipment Total ®  Depreciation® Acquired ©) Date
AL §$ 58C $ 5,98( $ 12z $ —$ 58C $ 6,10z $ 6,682 $ 66€ 8/1/200¢ 2001
AL 60C 7,57¢ 457 — 60C 8,031 8,631 87( 8/1/200¢ 200(
AL 281 3,41¢ 28¢ — 287 3,70¢ 3,991 86€ 11/19/200 199¢
AL 334 3,981 42¢ — 334 4,41( 4,744 99:  11/19/200 199¢
AL 1,30( 9,441 72 — 1,30¢ 9,51¢ 10,81¢ 234 2/1/201: 200¢
AL 394 4,68¢ 454 — 394 5,13¢ 5,53: 1,132 11/19/200 199¢
AZ 2,68 15,84: 2,58¢ — 2,681 18,42¢ 21,11¢ 5,882  1/11/200: 199(
AZ 3,82( 6,711 (45) — 3,82( 6,66¢ 10,48¢ 332 12/22/201 1982
AZ 1,38( 6,34¢ 304 — 1,38( 6,65 8,03 21C  9/30/201: 1981
AZ 941 8,801 26€ — 941 9,07t 10,01¢ 4,168  5/16/199 199(
AZ 2,31¢ 13,65( 3,66( — 2,31¢ 17,31( 19,62¢ 5,12¢  1/11/200: 198¢
AZ 1,18¢ 10,56¢ 26€ — 1,18¢ 10,83° 12,02¢ 4,97¢  6/17/199 199(
AZ 39t 3,301 1 — 39t 3,30¢ 3,708 927  2/28/200: 199¢
AZ 4,42¢ 26,11¢ 3,23¢ — 4,42¢ 29,35¢ 33,781 9,45¢  1/11/200: 198¢
AZ 22: 2,10C 2,131 — 22t 4,231 4,45¢ 1,70:  6/30/199: 198¢
AZ 102 604 194 — 10 79¢ 901 41z  6/30/199: 198¢
CA 2,85( 6,964 734 — 2,85( 7,69¢ 10,54¢ 78¢ 7/9/200¢ 1992
CA 1,51( 18,04: 30€ — 1,51( 18,34¢ 19,85¢ 2,21(  3/31/200t 199¢
CA 4,58( 10,37( 83t — 4,58( 11,20¢ 15,78t 33:  9/30/201: 1991
CA 3,75( 12,65¢ — — 3,75(C 12,65¢ 16,40¢ 39€  9/30/201: 198t
CA 3,20( 10,177 — — 3,20 10,177 13,377 31€  9/30/201: 199(
CA 73¢ 2,571 18¢ — 73¢ 2,76¢ 3,50¢ 1,612 12/28/199 196:
CA 88( 12,75: 244 — 88( 12,99t 13,87t 1,551  3/31/200i 199¢
CA 3,17: 28,18 64: — 3,17z 28,827 31,99¢ 13,09: 9/9/199¢ 197¢
CA 601 1,85¢ 2,92¢ — 601 4,78¢ 5,38¢ 2,00: 12/28/199 196¢
CA 24,64( 88,27" 82t — 24,64( 89,10: 113,74 4,631 11/22/201! 197¢
CA 24,64( 90,35: 1,08z — 24,64( 91,43¢ 116,07: 4,748 11/22/2011 197¢
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City
Redlands
Roseville
San
Bernardi
San Diegc
San Diegc
San Diegc
San Diegc
Stockton

Stockton(®)
Stockton
Thousand
Oaks
Van Nuys
Walnut
Creek
Canon City
Colorado
Springs
Colorado
Springs
Delta
Grand
Junction
Grand
Junction
Lakewood
Littleton
Littleton
Thornton
Thornton
Wheat
Ridge
Cromwell
Wallingford
Washingtol
Washingtol

SENIOR HOUSING PROPERTIES TRUST

Initial Cost to Company

SCHEDULE IlI
REAL ESTATE AND ACCUMULATED DEPRECIATION (Continued )
DECEMBER 31, 2012
(Dollars appearing in the table below are in thousads)

Cost at December 31, 201

Buildings, Cost Capitalized Buildings, Accumulated Date Original

Improvements &  Subsequent to Improvements & 1 s ) 3 Construction
State Land Equipment Acquisition Impairment  Land Equipment Total @ Depreciation®  Acquired ) Date
CA 1,77¢ 9,982 18¢€ — 1,77C 10,16¢ 11,93¢ 1,21 3/31/200¢ 199¢
CA 1,62( 10,26 26& — 1,62( 10,521 12,147 1,25 3/31/200t 199¢
CA 1,25( 9,06¢ 682 — 1,25( 9,751 11,00: 1,731  8/31/200t 198¢
CA 9,142 53,90¢ 9,441 — 9,14 63,34¢ 72,481 19,36¢  1/11/200: 1987
CA 2,46¢€ 46,47: — — 2,46¢€ 46,47¢ 48,93¢ 3,97C 8/6/200¢ 198¢
CA 1,22t 23,077 1 — 1,22¢ 23,07¢ 24,30¢ 1,971 8/6/200¢ 198¢
CA 1,50¢ 28,75¢ — — 1,50¢ 28,75¢ 30,26: 2,45¢€ 8/6/200¢ 198¢
CA 382 2,75( 502 — 382 3,25% 3,63t 1,79¢  6/30/199: 196¢
CA 1,17¢ 11,17: 5,111 — 1,17¢ 16,28: 17,45¢ 4,002 9/30/200: 198¢
CA 67C 14,41¢ 28¢ — 67C 14,70¢ 15,37¢ 1,75¢  3/31/200t 199¢
CA 622 2,522 2,45¢ — 622 4,97¢ 5,59¢ 2,142 12/28/199! 196t
CA 71¢ 37¢ 69€ — 71€ 1,07¢ 1,792 55C 12/28/199 196¢
CA 2,01C 9,29( 76E — 2,01C 10,05¢ 12,06¢ 284  12/1/201: 199¢
Cco 29z 6,22¢ 1,01¢ (3,519 29z 3,731 4,02t 1,328 9/26/199° 197C
CcO 24E 5,23¢€ 1,66¢ (3,03)) 24t 3,871 4,11¢€ 1,27¢  9/26/199 197:
CcoO 1,38( 8,89/ 45 — 1,38( 8,93¢ 10,31¢ 11z 7/31/201: 1977
CcO 167 3,57C 764 — 167 4,33¢ 4,501 1,73C  9/26/199 196:
Co 204 3,87t 1,43¢ — 204 5,30¢ 5,51t 2,56¢ 12/30/199: 196¢
(ele} 17z 2,58: 2,081 — 17z 4,664 4,831 2,281 12/30/199: 197¢
CcoO 23z 3,76¢€ 2,85( — 23z 6,61¢€ 6,84¢ 3,08 12/28/199 197:
(ele} 18t 5,04: 2,31 — 18t 7,35¢ 7,541 3,66¢ 12/28/199! 196t
Cco 40C 3,507 — — 40C 3,50i 3,907 98z  2/28/200: 199¢
CcO 961 10,867 — — 961 10,867 11,82¢ — 12/28/201. 1987
Co 47t 90¢ 1 — 47t 91( 1,38¢ — 12/28/201. 1987
CcO 47C 3,37 — — 47C 3,37% 3,84: 232 4/1/201( 200¢
CT 57C 5,304 — — 57C 5,304 5,874 265 12/22/201 199¢
CT 43C 3,13¢ 27 — 43C 3,162 3,59¢ 157 12/22/201! 198¢
DC 13,70( 8,40( 1,042 — 13,70( 9,44 23,14: 95z  12/22/200: 196¢€
DC 13,60( 24,88( 1,882 — 13,60( 26,76 40,36: 2,52¢  5/20/200¢ 197¢
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City
Newark
Newark
Wilmington
Wilmington
4
Wilmington
Wilmington
Alachua
Alachua
Alachua
Alachua
Alachua

Alachua®
Alachua
Boca Ratol
Boca Ratol
)
Boynton
Beach
Boynton
Beach
Cape Cora
Coral
Springs
Deerfield
Beach
Deerfield
Beach
Fort Myers
Fort Myers
Holly Hill
(]
Hollywood
Naples
Orlando
Orlando
Orlando

SENIOR HOUSING PROPERTIES TRUST

Initial Cost to Company

SCHEDULE IlI
REAL ESTATE AND ACCUMULATED DEPRECIATION (Continued )
DECEMBER 31, 2012
(Dollars appearing in the table below are in thousads)

Cost at December 31, 201

Buildings, Cost Capitalized Buildings, Original

Improvements &  Subsequent to Improvements & 1 Accurr_lul_atedz Déte 3 Construction

State _Land Equipment Acquisition Impairment___ Land Equipment Total ' Depreciation® ~ Acquired Date
DE 2,01C 11,85: 2,77C — 2,01C 14,62: 16,63: 4,41C  1/11/200: 198:
DE 1,50( 19,44 95( — 1,50( 20,39' 21,897 2,36¢  3/31/200i 199¢
DE 4,36t 25,73¢ 2,14¢ — 4,36t 27,881 32,25: 8,58t  1/11/200: 198¢
DE 1,17¢ 6,95( 1,28¢ — 1,17¢ 8,23¢ 9,415 2,78¢  1/11/200: 197¢
DE 38 227 1,07¢ — 38 1,30t 1,34: 352 1/11/200: 196t
DE 86¢ 5,12¢ 3,25¢ — 86¢ 8,381 9,25( 2,56  1/11/200: 198¢
FL 512 4,93t — — 512 4,93t 5,44 19t 6/6/201: 200¢
FL 512 4,941 — — 512 4,941 5,457 19¢ 6/6/201: 200¢
FL 1,08( 1,67¢ 28 — 1,08( 1,70¢ 2,78% 66 6/6/201: 198t
FL 16% — — — 16% — 165 — 6/6/201: N/A
FL 331 — — — 331 — 331 — 6/6/201: N/A
FL 57C 4,27¢ — — 57C 4,27¢ 4,84¢ 151  7/26/201: 2007
FL 4,00( — — — 4,00( — 4,00( —  8/30/201: N/A
FL 4,16¢€ 39,63¢ 72¢ — 4,16¢€ 40,36: 44,52¢ 18,79 5/20/199: 1994
FL 3,20C 46,80( 1,181 — 3,20C 47,98: 51,18: 1,41¢ 12/15/201. 199(
FL 2,39( 14,76¢ 322 — 2,39( 15,09( 17,48( 601 8/9/201: 1994
FL 1,62( 5,341 — — 1,62( 5,341 6,961 56  7/27/201: 198t
FL 40C 2,901 — — 40C 2,907 3,307 817  2/28/200: 199¢
FL 3,41( 20,10« 22,48¢ — 3,41( 42,58¢ 45,99¢ 8,76  1/11/200: 198¢
FL 1,69( 14,97: 53¢ — 1,69( 15,50¢ 17,19¢ 7,10:  5/16/199: 198¢
FL 3,19¢ 18,84¢ 14,47: — 3,19¢ 33,32. 36,51¢ 8,04t 1/11/200: 199(
FL 2,38t 21,13 71€ — 2,38t 21,85! 24,23¢ 9,89¢  8/16/199: 198¢
FL 36¢ 2,174 2,274 — 36¢ 4,44¢ 4,817 1,066  1/11/200: 199(
FL 90C 21,20: 781 — 90C 21,98 22,88 91t 7/22/201: 192¢
FL 4,50( 40,50( 2,18¢ — 4,50( 42,68t 47,18¢ 1,27¢ 12/15/201. 198¢
FL 3,20C 2,89¢ 12,39: — 3,20C 15,28¢ 18,48¢ 2,18C  8/31/200¢ 198¢
FL 13t 532 28 — 13t 56( 69t 55 12/22/200: 1997
FL 51¢ 1,79¢ 31¢ — 51¢ 2,115 2,63¢ 187 12/22/200: 1997
FL 1,94¢ 7,197 351 — 1,94¢ 7,54¢ 9,494 731 12/22/200: 1997
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City
Palm
Harbor
Palm
Harbor
4
Plantation
4
Pompano
Beach
Pompano
Beach
Port
Charlott
Port
St. Luci
Port
St. Luci
Tampa
West Palrr
Beach
Alpharetta
Athens

Atlanta®)
Atlanta
Columbus
Conyers
Conyers
Dalton

Decatur
Decatur
Evans
Gainesville
Jonesbort
Macon
Roswell
Savannal
Savannal
Savannah

(©]
Snellville

SENIOR HOUSING PROPERTIES TRUST

Initial Cost to Company

SCHEDULE IlI
REAL ESTATE AND ACCUMULATED DEPRECIATION (Continued )
DECEMBER 31, 2012
(Dollars appearing in the table below are in thousads)

Cost at December 31, 201

Buildings, Cost Capitalized Buildings, Original
Improvements &  Subsequent to Improvements & 1 Accurr_lul-atedz Déte 3 Construction

State Land Equipment Acquisition Impairment  Land Equipment Total M Depreciation®  Acquired & Date
FL 3,37¢ 29,94t 814 — 3,37¢ 30,75¢ 34,13¢ 14,19¢  5/16/199: 1997
FL 3,44¢ 20,33¢ 4,99( — 3,44¢ 25,32¢ 28,77% 7,62¢  1/11/200: 198¢
FL 4,70( 24,30( 661 — 4,70( 24,96 29,66 83%  12/15/201. 198¢
FL 7,70C 2,125 34,41¢ — 7,70( 36,54¢ 44,24¢ 5,421  8/31/200¢ 198t
FL 2,50( 15,50( 38C — 2,50( 15,88( 18,38( 527 12/15/201 1991
FL 40C 11,93¢ 35(C — 40C 12,28« 12,68« 531  7/22/201: 199¢
FL 1,242 11,00¢ 32¢ — 1,242 11,33t 12,577 5,22:  5/20/199: 199¢
FL 89C 9,34 29z — 89( 9,631 10,527 407  7/22/201: 2007
FL 4,85( 6,34¢ 7 — 4,85( 6,35¢€ 11,20¢ 82¢ 10/30/200° 198¢
FL 2,061 12,15! 9,31t — 2,06! 21,46¢ 23,52¢ 5,71z 1/11/200: 198¢
GA 5,39( 26,71: — — 5,39( 26,71: 32,10: 2,92  8/21/200¢ 200€
GA 337 4,00¢ 39¢ — 337 4,402 4,73¢ 97€  11/19/200. 199¢
GA 5,80( 9,30¢ 8 — 5,80( 9,30¢ 15,10¢ 1,19¢ 11/30/200 197¢
GA 4,98( 11,26¢ 26C — 4,98( 11,52¢ 16,50¢ 541  1/26/201: 200z
GA 294 3,50¢ 132 — 292 3,631 3,931 82%  11/19/200. 199¢
GA 34z 4,06¢ 821 — 34z 4,88¢ 5,231 1,02t 11/19/200. 1997
GA 75C 7,79¢ ©)] — 75C 7,78¢ 8,53¢ 43¢ 9/30/201( 200¢
GA 262 3,11¢ 34z — 262 3,46: 3,72¢ 747 11/19/200. 1997
GA 3,10( 4,43¢ 447 — 3,10( 4,88¢ 7,98¢ 571 7/9/200¢ 198¢
GA 3,50( 13,17¢ — — 3,50( 13,17¢ 16,67¢ 19z  5/30/201: 1992
GA 23C 2,66 347 — 23C 3,01C 3,24( 68t 11/19/200. 199¢
GA 26€ 3,18¢ 191 — 26¢ 3,37i 3,64¢ 76€  11/19/200. 199¢
GA 1,80C 20,66« 36¢ — 1,80( 21,03¢ 22,83 94 6/20/201: 2007
GA 18z 2,17¢ 284 — 18: 2,46 2,64¢ 55¢  11/19/200. 199¢
GA 1,08C 6,13¢ 25 — 1,08( 6,16% 7,248 10z 5/7/201: 2007
GA 1,20C 19,09( 3,847 — 1,20( 22,93 24,137 3,55(  10/1/200¢ 19817
GA 40C 5,67( 794 — 40C 6,464 6,86 1,15  11/1/200t 198¢
GA 80C 7,80C 152 — 80C 7,95% 8,75¢ 36z  6/23/201: 200t
GA 87C 4,03( 121 — 87C 4,151 5,021 35t 12/10/200! 1997
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City
Tucker
Honolulu®
Clarinda
Des Moines
Glenwood
Mediapolis
Pacific
Junction
Winterset
Coeur
d'Alene
Idaho Falls
Arlington
Heights
Buffalo
Grove
Rockford
Romeoville
Springfield
Waukegar
Waukegar

Auburn®

Avon )
Bloomingtor
Greenwooc
Indianapolis

4
Kokomo®)
La Porte®®
Marion )
Shelbyville

(©]

South Benc
Terra Haute

(©]
Vincennes

()]

SENIOR HOUSING PROPERTIES TRUST

Initial Cost to Company

SCHEDULE IlI
REAL ESTATE AND ACCUMULATED DEPRECIATION (Continued )
DECEMBER 31, 2012
(Dollars appearing in the table below are in thousads)

Cost at December 31, 201

Buildings, Cost Capitalized Buildings, Original

Improvements &  Subsequent to Improvements & 1 Accunjul-atedz D-ate 3 Construction
State Land Equipment Acquisition Impairment  Land Equipment Total ©  Depreciation® Acquired ®) Date
GA 69C 6,21( 711 — 69C 6,921 7,611 1,431 6/3/200! 1997
HI 11,20( 55,61¢ — — 11,20( 55,61¢ 66,81¢ 69t 6/18/201: 1981
1A 77 1,45% 90€ — 77 2,35¢ 2,43¢ 1,22¢  12/30/199 196¢
1A 122 627 89¢ — 12¢ 1,52( 1,64: 567 7/1/200( 196t
1A 322 2,09¢ 1,572 — 322 3,67C 3,992 1,27 7/1/200( 196¢
1A 94 1,77¢ 70¢ — 94 2,48 2,57¢ 1,30¢ 12/30/199 197:
1A 32 30€ 90 — 32 39€ 42¢ 18C 4/1/199! 197¢
1A 111 2,09¢ 1,31: (314 111 3,097 3,20¢ 1,61 12/30/199 197:
ID 91C 7,17C 44 — 91C 7,214 8,12« 92  7/31/201: 199:
ID 51C 6,64( 55 — 51C 6,69¢ 7,20¢ 85  7/31/201. 197¢
IL 3,66¢ 32,581 69€ — 3,66¢ 33,28! 36,94¢ 15,13: 9/9/199: 198¢
IL 3,80( 11,45¢ 162 — 3,80( 11,61¢ 15,41¢ 654  9/16/201( 200¢
IL 20C 7,30C 14 — 20C 7,31« 7,51« 33¢ 5/1/201: 199¢
IL 1,12( 19,58: — — 1,12( 19,58: 20,702 2,14 8/21/200¢ 200t
IL 30C 6,744 1,01¢ — 30C 7,75¢ 8,05¢ 1,31«  8/31/2001 199C
IL 2,42( 9,382 — — 2,42( 9,38 11,80: 29z 9/30/201: 199¢
IL 2,70( 9,59( 152 — 2,70( 9,74 12,44: 30C  9/30/201: 199C
IN 38( 8,24¢ 40 — 38( 8,28¢ 8,66¢€ 951 9/1/200¢ 199¢
IN 85( 11,88t¢ 152 — 85( 12,04( 12,89( 1,372 9/1/200¢ 199¢
IN 5,400 25,12¢ 2,99: — 5,40( 28,12: 33,52% 2,71« 11/1/200¢ 198:
IN 1,83( 14,30: 85 — 1,83( 14,38t 16,21¢ 39C  12/1/201: 2007
IN 2,78t 16,39¢ 4,79t — 2,78t 21,19: 23,97¢ 6,147  1/11/200: 198¢
IN 22C 5,89¢ 162 — 22( 6,062 6,28 70E 9/1/200¢ 199¢
IN 77C 5,55( 35 — 77C 5,58¢ 6,35¢ 67C 9/1/200¢ 199¢
IN 41C 5,40¢ 20¢ — 41C 5,61¢ 6,02¢ 65¢ 9/1/200¢ 200(¢
IN 19C 5,32¢ 79 — 19C 5,407 5,597 63t 9/1/200¢ 199¢
IN 40C 3,107 — — 40C 3,100 3,501 87z  2/28/200: 199¢
IN 30C 13,11t 46 — 30C 13,16: 13,46: 1,53¢ 9/1/200¢ 200¢
IN 11C 3,60: 34C — 11c 3,94: 4,05: 464 9/1/200¢ 198t
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SENIOR HOUSING PROPERTIES TRUST

Initial Cost to Company

SCHEDULE IlI
REAL ESTATE AND ACCUMULATED DEPRECIATION (Continued )
DECEMBER 31, 2012
(Dollars appearing in the table below are in thousads)

Cost at December 31, 201

Buildings, Cost Capitalized Buildings, Original
Improvements &  Subsequent to Improvements & Accumulated Date Construction

City State  Land Equipment Acquisition Impairment  Land Equipment Total @ Depreciation®  Acquired & Date
Ellinwood KS 13C 1,137 49C — 13C 1,627 1,757 73€ 4/1/199: 197z
Lawrence KS 1,60( 18,56¢ 122 — 1,60( 18,68: 20,281 1,72¢  10/1/200¢ 198¢
Overland

Park KS 1,274 1,12¢ 12,36: — 1,274 13,481 14,76 3,79 1/11/200: 198¢
Overland

Park® ks 2,56¢ 15,14( 3,451 — 2,56 1859: 21,15 5,59¢  10/25/200; 198¢
Bowling

Green KY 36E 4,34% 487 — 36¢ 4,83: 5,191 1,04¢ 11/19/200. 199¢
Frankfort KY 56C 8,28: 1,18( — 56( 9,46: 10,02: 1,57¢ 8/31/200¢ 198¢
Hopkinsville

@ KY 31€ 3,761 18t — 31¢€ 3,94¢ 4,262 884 11/19/200. 199¢
Lafayette® Ky — 10,84¢ 10,98t — — 21,83: 21,83t 9,67¢  1/11/200: 198¢
Lexington(5) KY — 6,39¢ 2,144 — — 8,53¢ 8,53¢ 5,08¢ 1/11/200: 198(
Louisville ) KY 3,524 20,77¢ 5,537 — 3,52¢ 26,31¢ 29,84( 8,11¢ 1/11/200: 1984
Mayfield KY 26¢& 2,73( 73€ — 26¢ 3,46¢ 3,73¢ 77C 11/19/200 199¢
Paducat KY 45C 5,35¢ 81z — 45( 6,17( 6,62( 1,308  11/19/200. 200C
Somerse KY 20C 4,91¢ 257 — 20C 5,17¢ 5,37¢€ 784  11/6/200t 200(
Auburn MA 1,51( 7,00( 31C — 1,51( 7,31( 8,82( 817 8/8/200¢ 19717
Boston MA 7,60( 18,14( — — 7,60( 18,14( 25,74( 86¢  1/26/201: 199:
Braintree MA 3,19: 16,65: 15,99t — 3,19¢ 32,64 35,84( 10,82( 1/1/200: 197t
Fitchburg MA 33C 3,361 32 — 33C 3,39¢ 3,728 372 8/8/200¢ 1994
Leominster MA 1,52( 8,70: 71¢ — 1,52( 9,421 10,94 1,01: 8/8/200¢ 196¢€
Lexington MA 3,60( 15,55¢ 1,87¢ (7,25%) 3,60( 10,17 13,77¢ 1,202 12/22/200: 1994
Mansfield MA 1,19( 5,731 — — 1,19( 5,731 6,927 287 12/22/201 198¢
Mansfield MA 1,36( 7,32¢ 10€ — 1,36( 7,43¢ 8,79« 37z 12/22/201 198¢
Mansfield MA 2,09( 8,21t — — 2,09( 8,21t 10,30¢ 411  12/22/201 200z
Milford MA 51C 3,03¢ 59t — 51C 3,63¢ 4,144 482 8/8/200¢ 198¢
Millbury MA 16C 767 — — 16C 767 927 85 8/8/200¢ 195C
Reading(“) MA 1,44: 14,15! — — 1,44: 14,15! 15,59¢ 88 9/27/201: 198¢
Spence MA 27C 2,607 47€ — 27C 3,08:¢ 3,358 34z 8/8/200¢ 199z
Westboroug MA 92C 6,95¢ 12¢€ — 92( 7,08 8,002 77E 8/8/200¢ 198¢
Westboroug MA 23C 13E — — 23C 13t 36E 16 8/8/200¢ 190C
Winchester  MA 3,21¢ 18,98¢ 10,07¢ — 3,21¢ 29,06 32,27¢ 7,15¢  1/11/200: 1991
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City.
Woburn

Worcestel
Worcestel
Worcestel
Worcestel
Worcestel
Annapolis

Bel Air )
Bowie
Chevy

Chasd¥
Columbia
Eastor
Ellicott

City @
Frederick
Frederick
Hagerstow
Pikesville
Severna

Park
Silver
Spring
Silver
Spring
Silver
Spring
Hampton
Monroe
Portage
Portage
Saginaw
Blaine®

Eagar
Eagar

SENIOR HOUSING PROPERTIES TRUST

Initial Cost to Company

SCHEDULE IlI
REAL ESTATE AND ACCUMULATED DEPRECIATION (Continued )
DECEMBER 31, 2012
(Dollars appearing in the table below are in thousads)

Cost at December 31, 201

Buildings, Cost Capitalized Buildings, Accumulated Date Original

Improvements &  Subsequent to Improvements & 1 o ) 3 Construction

State _ Land Equipment Acquisition Impairment __Land Equipment Total () Depreciation®  Acquired ) Date
MA 3,80¢ 19,86: 16,34: — 3,80¢ 36,20¢ 40,017 11,99 1/1/200: 196¢
MA 191 2,13t 112 (889) 191 1,357 1,54¢ 174 8/8/200¢ 1992
MA 865 10,91: 1,13¢ — 865 12,04¢ 12,91 1,23¢ 8/8/200¢ 198¢
MA 73C 3,63¢ 42 — 73C 3,67¢ 4,40¢ 40z 8/8/200¢ 198¢
MA 1,20( 6,17¢€ 101 — 1,20C 6,271 7470 69C 8/8/200¢ 198¢
MA 77C 10,40¢ 52¢ — 77C 10,93¢ 11,70¢ 1,23¢ 8/8/200¢ 199(
MD 1,29( 12,37 51¢ — 1,29C 12,88t 14,17¢ 1,52t  3/31/200: 2001
MD 4,75( 16,50¢ 2 — 4,75( 16,50¢ 21,25¢ 2,11 11/30/200 198(
MD 40€ 3,421 41€ — 40€ 3,831 4,24t 1,13¢ 10/25/200: 200(
MD 15,17( 92,83( 63¢ — 15,17( 93,46¢ 108,63¢ 2,621 12/15/201 199(
MD 1,39( 10,30 154 — 1,39C 10,45’ 11,847 1,25¢  3/31/200: 2001
MD 388 4,55¢ 2,961 — 388 7,51¢ 7,89¢ 1,63¢ 10/25/200: 200(
MD 1,40¢ 22,69: 6,13t — 1,40¢ 28,82t 30,23¢ 6,84¢ 3/1/200: 1997
MD 38t 3,444 42¢ — 38t 3,87C 4,25¢ 1,15¢ 10/25/200: 199¢
MD 1,26( 9,46 184 — 1,26( 9,64¢ 10,90¢ 1,158 3/31/200! 199¢
MD 1,04( 7,471 22t — 1,04( 7,69¢ 8,73¢ 91€  3/31/200: 199¢
MD 2,00¢ 4,974 231 — 2,00C 5,20¢ 7,208 515 12/22/200: 1987
MD 22¢ 9,79¢ 1,62¢ — 22¢ 11,42¢ 11,65¢ 3,20z 10/25/200: 199¢
MD 3,301 29,06t 714 — 3,301 29,77¢ 33,08( 13,74.  7/25/199: 1992
MD 1,20( 9,28¢ 6,017 — 1,200 15,30¢ 16,50¢ 3,99 10/25/200: 199¢
MD 1,90¢ 12,85¢ 18€ — 1,90C 13,04« 14,94« 161  6/27/201: 197¢
M 30C 2,40¢ — — 30C 2,40¢ 2,70¢ 67€  2/28/200: 199¢
MmI 40C 2,60¢ — — 40C 2,60¢ 3,00¢ 737 2/28/200: 199¢
Ml 30C 2,20¢ — — 30C 2,20¢ 2,50¢ 621  2/28/200: 199¢
MmI 60C 5,212 — — 60C 5,212 5,812 1,462  2/28/200: 199¢
M 30C 2,50¢ — — 30C 2,50¢ 2,80¢ 70€  2/28/200: 199¢
MN 2,774 9,27¢ 1 — 2,77¢ 9,27 12,05: — 12/21/201 2007
MN 40C 2,50¢ — — 40C 2,50¢ 2,90¢ 787  2/28/200: 199¢
MN 2,30C 13,10¢ 40 — 2,30C 13,14t 15,44¢ 657 12/22/201 198¢
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City
Mendota

Heights
Rogers
Roseville
Shoreview
West

St. Paul
Joplin®
St. Josepl
Oxford
Southaver
Burlington

4

cary®
Chapel Hill
Charlotte
Charlotte
Charlotte
Durham
Kings
Mountair
4
Mooresville
4
New Bern
4

Pineville
Pineville

Wilson @
Ashland
Blue Hill
Central
City
Columbus
Grand
Island
Gretna
Milford

Initial Cost to Company

SCHEDULE IlI

REAL ESTATE AND ACCUMULATED DEPRECIATION (Continued )
DECEMBER 31, 2012

(Dollars appearing in the table below are in thousads)

SENIOR HOUSING PROPERTIES TRUST

Cost at December 31, 201

Buildings, Cost Capitalized Buildings, Original

Improvements &  Subsequent to Improvements & 1 Accurr_lul-atedz Déte 3 Construction
State  Land Equipment Acquisition Land Equipment Total ' Depreciation®  Acquired ®)
MN 1,22( 10,20¢ 6C 1,22( 10,26¢ 11,48t¢ 49C  1/25/201: 198¢
MN 2,76( 45,78¢ 26¢ 2,76( 46,05° 48,81" 5,81% 3/1/200¢ 199¢
MN 59C 70z — 59C 70z 1,29: 22 9/30/201: 1991
MN 1,30( 4,547 5E 1,30( 4,60z 5,902 181  5/20/201: 198¢
MN 40C 3,60¢ 10c¢ 40C 3,70¢ 4,10¢ 1,147 2/28/200: 199¢
MO 26C 11,38: 3¢ 26C 11,42: 11,68: 11¢  8/31/201: 200z
MO 111 1,021 1,35¢ 111 2,382 2,49% 1,03t 6/4/199: 197¢
MS 45(C 5,791 27C 45(C 6,067 6,511 97¢  10/1/200t 200(
MS 45(C 5,79¢ 32¢ 45(C 6,12¢ 6,574 97¢  10/1/200t 200(¢
NC 57t 9,697 20¢ 57t 9,90( 10,47¢ 424 6/23/201: 199¢
NC 71% 4,62¢ 1,79¢ 71% 6,422 7,13¢ 1,92¢ 10/25/200: 199¢
NC 80C 6,41¢ — 80C 6,41¢ 7,214 1,79¢  2/28/200: 199¢
NC 50C 13,96( 3€ 50C 13,99¢ 14,49¢ 1,22: 11/17/200 199¢
NC 82( 7,79( 3¢ 82( 7,82¢ 8,64¢ 68¢ 11/17/200 2001
NC 2,47 11,45: 267 2,47 11,71¢ 14,19: 514  6/20/201: 199¢
NC 59t 5,200 82 59t 5,28: 5,87¢ 23z  6/20/201: 198¢
NC 65E 8,28¢ 8t 65E 8,36¢ 9,02t 365 6/23/201: 199¢
NC 59t 7,30¢ 19C 59t 7,49t 8,09( 31¢  6/23/201: 199¢
NC 1,24¢ 20,89¢ 162 1,24¢ 21,06( 22,30¢ 86S  6/20/201: 2001
NC 63C 15,23( 7 63C 15,23 15,867 1,33 11/17/200 199¢
NC 55(C 7,57( 14C 55(C 7,71C 8,26( 664 11/17/200: 199¢
NC 61C 14,78 14 61C 14,80: 15,41: 637  6/20/201: 2004
NE 28 1,82¢ 1,26 28 3,08t 3,11: 1,15¢ 7/1/200( 196t
NE 56 1,06¢ 80¢ 56 1,87: 1,92¢ 67¢ 7/1/200( 1967
NE 21 91¢ 65( 21 1,56¢ 1,59( 65 7/1/200( 196¢
NE 88 561 462 88 1,02: 1,111 421 7/1/200( 195¢
NE 11¢ 1,44¢ 1,40¢ 11¢ 2,85( 2,96¢ 1,17¢ 4/1/199¢ 196:
NE 237 67 89C 237 1,56: 1,80( 58 7/1/200( 197:
NE 24 88( 64¢ 24 1,52¢ 1,552 63€ 7/1/200( 1967
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City
North Platte
Omahe
Omahe
Sutherlanc
Utica
Waverly
Mancheste
Cherry Hill
Lakewood

6)
Mt.
Arlington
TeanecK?
Albuquerqu
(]
Albuquerqu
Albuquerqu
Albuquerqur
Albuquerqu
Albuquerqui
Albuquerqui
Albuquerqu
Albuquerqu
Albuquerqur
Reno
Brooklyn
Dewitt
East
Syracuse
4
East
Syracuse
Mineola
White Plain:

Yonkers®

SENIOR HOUSING PROPERTIES TRUST

Initial Cost to Company

SCHEDULE IlI
REAL ESTATE AND ACCUMULATED DEPRECIATION (Continued )
DECEMBER 31, 2012
(Dollars appearing in the table below are in thousads)

Cost at December 31, 201

Buildings, Cost Capitalized Buildings, Original
Improvements &  Subsequent to Improvements & Accumulated Date Construction
State  Land Equipment Acquisition Impairment  Land Equipment Total W Depreciation®  Acquired Date
NE 37C 8,96¢ 362 — 37C 9,33( 9,70( 1,11¢  2/17/200i 198¢
NE 65C 5,85( 37C — 65C 6,22( 6,87( 1,30¢ 6/3/200! 199z
NE 4,68( 22,02: — — 4,68( 22,02: 26,70: 2,40¢  8/21/200: 2007
NE 19 1,251 46C — 19 1,711 1,73( 65C 7/1/200( 197(¢
NE 21 56¢ 431 — 21 1,00C 1,021 37¢€ 7/1/200( 196¢
NE 52¢ 68€ 60¢ — 52¢ 1,298 1,82¢ 597 7/1/200( 198¢
NH 1,54( 22,11¢ — — 1,54( 22,11¢ 23,65¢ 1,06( 1/26/201. 197¢
NJ 1,001 8,17¢ 40C — 1,001 8,57t 9,57¢ 2,017  12/29/200: 199¢
NJ 4,88¢ 28,80: 2,53: — 4,88¢ 31,33¢ 36,22: 9,66: 1/11/200: 1987
NJ 1,37¢ 11,23: 741 — 1,37¢ 11,97¢ 13,34¢ 2,81t 12/29/200: 2001
NJ 4,95( 44,55( 55€ — 4,95( 45,10¢ 50,05¢ 1,38: 12/15/201 198¢
NM 3,82¢ 22,57: 5,00( — 3,82¢ 27,57. 31,40( 7,93¢ 1/11/200: 198¢
NM 54C 10,10¢ 8 — 54C 10,11¢ 10,65 1,317 10/30/200 1977
NM 1,66( 9,17: 8 — 1,66( 9,181 10,84: 1,198 10/30/200 198:
NM 1,06( 9,87 8 — 1,06( 9,88: 10,94¢ 1,287 10/30/200 197:
NM 3,48( 25,24¢ 1,532 — 3,58¢ 26,66¢ 30,257 1,40z 12/22/201 197¢
NM 1,43C 2,60¢ 46 — 1,47¢ 2,611 4,08t 131 12/22/201 197¢
NM 1,47C 1,581 12C — 1,47C 1,707 3,177 81 12/22/201 198¢
NM 95¢ 2,06t 86 — 95¢ 2,151 3,11( 104 12/22/201 198¢
NM 362 26€ 46 — 362 31z 67t 14 12/22/201 198¢
NM 1,99¢ 1,07C — — 1,99¢ 1,07C 3,06¢ 54 12/22/201 198¢
NV 2,42( 49,58( 35€ — 2,42( 49,93¢ 52,35¢ 1,431 12/15/201 198¢
NY 3,87( 8,54 6 — 3,87( 8,551 12,42 93t 8/8/200¢ 1971
NY 60C 5,00 8 — 60C 5,012 5,612 15€  9/30/201: 1991
NY 42C 18,40 65 — 42C 18,47. 18,89 2,05:¢ 7/9/200¢ 199¢
NY 72C 17,08 96 — 72C 17,18( 17,90( 1,84C  9/30/200i 2001
NY 4,92( 24,05¢ 79C — 4,92( 24,84¢ 29,76¢ 755 9/30/201: 1971
NY 4,90( 13,59¢ — — 4,90( 13,59« 18,49:¢ 1,34¢ 1/26/200! 1957
NY 8,46( 90,56 37t — 8,46¢ 90,93( 99,39¢ 96€  8/31/201: 200(
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City
Columbus
()]

Grove City
Solon
Solon
Midwest
City
Oklahoma
City
Oklahoma
City
Oklahoma
City
Beaver
Falls
Canonsbur
Clarks
Summit
Elizabeth
Exton
Fort
Washing
Fort
Washing
Glen Mills
Greensbur
Horsham
King of
Prussie
King of
Prussie
Murrysville
New
Britain
(Chalfon
Penn Hills
Pittsburgh
Pittsburgh
Pittsburgh
Plymouth
Meeting
South Parl
Tiffany
Court
(Kingstol

SENIOR HOUSING PROPERTIES TRUST

SCHEDULE IlI
REAL ESTATE AND ACCUMULATED DEPRECIATION (Continued )
DECEMBER 31, 2012
(Dollars appearing in the table below are in thousads)

Initial Cost to Company Cost at December 31, 201
Buildings, Cost Capitalized Buildings, Original
Improvements &  Subsequent to Improvements & 1 Accurr_lul-atedz D-ate 3 Construction
State  Land Equipment Acquisition Impairment  Land Equipment Total @ Depreciation®  Acquired ®) Date
OH 3,62: 27,77¢ 6,51¢ — 3,62 34,29: 37,917 10,42(  1/11/200: 198¢
OH 33z 3,081 791 — 33z 3,872 4,204 1,67¢ 6/4/199: 196¢
OH 45(C 2,30t 164 — 45C 2,46¢ 2,91¢ 121 12/22/201 197«
OH 55(C 2,147 55 — 55C 2,20z 2,752 67  9/30/201: 197¢
OK 41C 2,97( — — 41C 2,97(C 3,38( 247 9/1/200¢ 198t
OK 50C 19,04¢ — — 50C 19,04¢ 19,54¢ 1,587 9/1/200¢ 197¢
OK 43C 2,95¢ — — 43C 2,95¢ 3,38t 24¢ 9/1/200¢ 199z
OK 48( 1,54¢ — — 48C 1,54¢ 2,02¢ 12¢ 9/1/200¢ 1991
PA 1,50( 13,50( 381 — 1,50( 13,88: 15,38: 2,84t 10/31/200! 1997
PA 1,51¢ 13,49: 587 — 1,51¢ 14,08( 15,59¢ 10,22¢ 3/1/199: 198t
PA 1,001 8,23: 30C — 1,001 8,563: 9,53¢ 2,04 12/29/200: 2001
PA 69€ 6,304 68¢ — 69€ 6,992 7,68¢ 1,42( 10/31/200! 198¢
PA 1,001 8,23: 1,01¢ — 1,001 9,24¢ 10,25( 2,10z 12/29/200: 200(
PA 3,100 6,82¢ (4) (7,91%) 652 1,35¢ 2,007 4C  6/25/200i 1997
PA 1,01( 4,831 62 — 1,01( 4,89¢ 5,90¢ 15z  9/30/201: 199¢
PA 1,001 8,23: 46¢ — 1,001 8,70z 9,70% 2,121 12/29/200: 2001
PA 45(C 12,47¢ 14 — 45C 12,49: 12,94: 59¢  1/26/201: 1997
PA 1,01( 4,45¢ 292 — 1,01( 4,74¢ 5,75¢ 22:  12/22/201 198:
PA 1,54( 4,74% (12) — 1,54( 4,73: 6,272 51¢ 8/8/200¢ 1997
PA 88( 2,871 — — 88C 2,871 3,751 13¢  1/26/201: 199¢
PA 30C 2,50¢ — — 30C 2,50€ 2,80¢ 778 2/28/200: 199¢
PA 97¢ 8,052 484 — 97¢ 8,53¢ 9,51¢ 2,07¢  12/29/200: 199¢
PA 20C 904 — — 20C 904 1,10¢ 28z  2/28/200: 1997
PA 644 5,85¢ 497 (5,73¢) 644 614 1,25¢ 40¢  10/31/200! 1981
PA 3,00¢ 11,82¢ 644 — 3,00( 12,47: 15,47: 1,465  6/11/200: 1991
PA 2,48( 6,39¢ 54¢ — 2,48( 6,94( 9,42( 331 12/22/201 199¢
PA 1,68( 9,181 83 — 1,68( 9,27( 10,95( 28¢  9/30/201: 199¢
PA 89¢ 8,10z 23t — 89¢ 8,331 9,23t 1,731 10/31/200! 199t
PA — 5,68: 1,42( — — 7,102 7,102 1,58( 12/29/200: 1997
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City
Whitehall
Lincoln
Anderson
Beaufort
Beaufort
Camder
Charleston
()]
Charleston
(]
Columbia
Columbia
Columbia
Columbia
Greenville
Greenwool
Hartsville
Lexington
Little River
()]
Mt.
Pleasan
Myrtle
Beach
Orangebur
Rock Hill
Senec:
West
Columbi
Huron
Huron
Sioux Falls
Brentwood
Clarksville
Clarksville

SENIOR HOUSING PROPERTIES TRUST

Initial Cost to Company

SCHEDULE IlI
REAL ESTATE AND ACCUMULATED DEPRECIATION (Continued )
DECEMBER 31, 2012
(Dollars appearing in the table below are in thousads)

Cost at December 31, 201

Buildings, Cost Capitalized Buildings, Accumulated Date Original
Improvements &  Subsequent to Improvements & Construction
State  Land Equipment Acquisition Impairment  Land Equipment Total ®  Depreciation®  Acquired ® Date
PA 1,59¢ 14,40: 1,177 — 1,59¢ 15,57¢ 17,17: 3,17¢  10/31/200! 1981
RI 52(C 10,077 1 — 52( 10,07¢ 10,59¢ 1,14«  6/25/200t 1997
SC 29t 3,50¢ 21z — 29t 3,722 4,011 83€ 11/19/200. 199¢
SC 18¢ 2,23¢ 58¢ — 18¢ 2,82( 3,00¢ 73¢  11/19/200. 199¢
SC 1,20( 10,81( 19¢ — 1,20( 11,00¢ 12,20¢ 48€  6/20/201: 200t
SC 322 3,691 83z — 32z 4,52¢ 4,851 1,041 11/19/200. 199¢
SC 84¢ 14,00( 187 — 84¢ 14,187 15,03t 602 6/20/201: 199¢
SC 1,09: 6,60¢ 187 — 1,09: 6,792 7,88¢ 11€  5/29/201: 199¢
SC 30C 1,90t — — 30C 1,90¢ 2,20t 53t 2/28/200: 199¢
SC 61C 7,90( 27 — 61C 7,921 8,531 694 11/17/200: 200z
SC 39C 4,65¢ 43 — 39C 4,70z 5,09: 23:  12/22/201 198¢
SC 1,58( 4,52( 54 — 1,58( 4,57¢ 6,15¢ 14z 9/30/201: 199(
SC 70C 7,24( 85 — 70C 7,32¢ 8,02t 64E  11/17/200! 200z
SC 31C 2,79( 192 — 31C 2,98: 3,29: 641 6/3/200¢ 199¢
SC 401 477" 571 — 401 5,34¢ 5,741 1,187 11/19/200. 199¢
SC 362 4,32 40z — 362 4,72¢ 5,081 1,082 11/19/200. 199¢
SC 75C 9,01¢ 51 — 75C 9,06¢ 9,81¢ 381  6/23/201: 200(
SC 3,89¢ 31,61: 44¢ — 3,89¢ 32,05¢ 35,95¢ 40t 7/1/201: 1981
SC 54¢ 3,20z 3,40( — 543 6,60z 7,14¢ 1,68¢  1/11/200: 198(
SC 30 3,601 68€ — 303 4,29: 4,59¢ 971  11/19/200. 199¢
SC 30C 1,70t — — 30C 1,70¢ 2,00t 514  2/28/200: 199¢
SC 39¢ 4,71 47C — 39¢ 5,18¢ 5,58( 1,141  11/19/200. 200(
SC 52(C 3,831 — — 52(C 3,831 4,351 192 12/22/201 200(
SD 144 3,10¢ 4 — 144 3,11z 3,25¢ 1,67¢  6/30/199: 196¢
SD 45 96¢ 1 — 4t 96¢ 1,01« 521  6/30/199: 196¢
SD 25¢ 3,06z 4 — 25¢ 3,06€ 3,31¢ 1,65  6/30/199: 196(
TN 1,52¢ 6,031 — — 1,52¢ 6,031 7,56t 12 11/30/201: 201C
TN 32(C 2,99/ 611 — 32C 3,60t 3,92¢ 565 12/31/200! 1997
TN 80C 10,32: 12 — 80C 10,33¢ 11,13¢ 12 12/19/201 200t
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City
Clevelanc
Cookeville

Franklin®)
Gallatin
Goodlettsville

Jacksorf4

Knoxville 4)
Maryville
Nashville
Allen

Austin
Austin
Austin
Austin
Bellaire
Boerne
Conroe
Dallas
Dallas

El Pasc
Fredericksbur
Heath
Houston
Houston
Irving
Kerrville
Lubbock
Marble Falls
North Garlanc

SENIOR HOUSING PROPERTIES TRUST

Initial Cost to Company

SCHEDULE IlI
REAL ESTATE AND ACCUMULATED DEPRECIATION (Continued )
DECEMBER 31, 2012
(Dollars appearing in the table below are in thousads)

Cost at December 31, 201

Buildings, Cost Capitalized Buildings, Original

Improvements &  Subsequent to Improvements & Accumulated Date Construction
State Land Equipment Acquisition Impairment  Land Equipment Total ) Depreciation®  Acquired ® Date
TN 30E 3,621 677 — 30E 4,30 4,60¢ 93€ 11/19/200: 199¢
TN 32z 3,82¢ 574 — 32z 4,40z 4,72¢ 93z 11/19/200 199¢
TN 32z 3,83: 55¢ — 32z 4,391 4,71 93t 11/19/200 1997
TN 28C 3,321 244 — 28C 3,571 3,851 80C 11/19/200 199¢
TN 30C 3,201 10C — 30C 3,301 3,601 927  2/28/200: 199¢
TN 29k 3,50¢ 311 — 29k 3,817 4,112 87C 11/19/200 199¢
TN 304 3,61¢ 1,63¢ — 304 5,251 5,561 1,07¢ 11/19/200. 199¢
TN 40C 3,501 — — 40C 3,501 3,901 98z  2/28/200: 199¢
TN 75C 6,75( 4,071 — 75C 10,821 11,57: 1,89( 6/3/200! 197¢
TX 2,59( 17,91: — — 2,59( 17,91: 20,50: 1,95¢  8/21/200: 200¢
TX 40C 21,02: 21z — 40C 21,23¢ 21,63¢ 2,411  6/25/200¢ 197¢
TX 1,54( 27,46° 32¢ — 1,54( 27,79t 29,33t 2,95z 10/31/200: 199:
TX 30C 4,551 — — 30C 4,557 4,851 22€  12/22/201 199¢
TX 76C 5,18¢ 25¢ — 76C 5,44t 6,20¢ 25z  1/26/201: 198(
TX 1,23¢ 11,01( 27C — 1,23¢ 11,28( 12,51¢ 5,20t 5/16/199: 1991
TX 22C 4,92¢ 87 — 22C 5,012 5,23: 614 2/7/200¢ 199(C
TX 62C 14,07 — — 62C 14,07« 14,69¢ 75¢  10/26/201 200¢
TX 4,70¢ 27,76¢ 4,657 — 4,70¢ 32,42 37,13( 9,84¢  1/11/200: 1987
TX 2,30( 25,20( 20z — 2,30( 25,40: 27,70: 76C 12/15/201. 198¢
TX 2,301 13,56° 1,547 — 2,301 15,11« 17,41¢ 4,702 1/11/200: 198¢
TX 28C 4,86¢ 9t — 28C 4,961 5,241 611 2/7/200¢ 199¢
TX 1,13t 7,89: — — 1,13t 7,891 9,02¢ — 12/31/201: 200¢
TX 5,531 32,64’ 6,33 — 5,531 38,97¢ 44,51¢ 12,14:  1/11/200: 198¢
TX 99C 13,887 — — 99C 13,881 14,87: 145 7/17/201. 2007
TX 2,83( 15,08: 1C — 2,83( 15,09: 17,92: 1,712 6/25/200: 199¢
TX 25C 5,30( 34¢€ — 25C 5,64¢ 5,89¢ 47C  11/17/200' 2001
TX 1,11¢( 9,80« (6) — 1,11¢( 9,79¢ 10,90¢ 632 6/4/201( 200¢
TX 1,44( 7,12¢ 14 — 1,44( 7,13¢ 8,57¢ 8 12/19/201: 199¢
TX 1,981 8,54¢ — — 1,981 8,54¢ 10,52¢ — 12/31/201: 200¢
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San Antonio
()]

San Antonic

San Antonic

Woodland<*)
Arlington
Charlottesuville
Charlottesville
()]
Chesapeak
Chesapeak
Fairfax
Fredericksbur
4
Midlothian
Newport New
4
Norfolk
Norfolk
Norfolk
Poquosor
Richmond
Richmond

Richmond®

Richmond®

Virginia
Beach

Williamsburg

Kent®
Seattle
Brookfield
Clintonville
Clintonville
Glendale

SENIOR HOUSING PROPERTIES TRUST

Initial Cost to Company

SCHEDULE IlI
REAL ESTATE AND ACCUMULATED DEPRECIATION (Continued )
DECEMBER 31, 2012
(Dollars appearing in the table below are in thousads)

Cost at December 31, 201

Buildings, Cost Capitalized Buildings, Original

Improvements &  Subsequent to Improvements & 1 Accunjul-atedz Déte 3 Construction
State Land Equipment Acquisition Impairment  Land Equipment Total ¥ Depreciation®  Acquired ® Date
X 4,28 25,25¢ 5,52¢ — 4,28 30,78 35,067 9,17¢  1/11/200: 198¢
X 1,10( 13,90( 37t — 1,10( 14,27¢ 15,37¢ 1,23t 11/17/200! 200z
X 1,20( 6,50C 24 — 1,20( 6,524 7,72¢ 577 11/17/200 200:
X 3,694 21,78: 3,732 — 3,694 25,51+ 29,20¢ 8,34:  1/11/200: 198¢
VA 1,88t 16,73« 26¢ — 1,88t 17,00 18,88t 7,84¢  7/25/199: 1992
VA 2,97¢ 26,42 43z — 2,97¢ 26,85¢ 29,83( 12,447 11/19/200. 199¢
VA 641 7,63 770 — 641 8,41( 9,051 1,89:  6/17/199: 1991
VA 16C 1,49¢ 74C — 16C 2,23¢ 2,39¢ 59€  5/30/200: 1987
VA 2,37C 23,70¢ 9t — 2,37( 23,80( 26,17( 99¢  6/20/201: 200€
VA 2,50C 7,145 47¢ — 2,50( 7,628 10,12t 871 12/22/200: 199(
VA 287 8,48( 1,25¢ — 287 9,73¢ 10,02t 2,75¢ 10/25/200: 199¢
VA 1,10¢ 13,12¢ 1,32¢ — 1,10t 14,45¢ 15,557 3,19 11/19/200 199¢
VA 581 6,921 38€ — 581 7,30 7,88¢ 1,637 11/19/200. 199¢
VA 1,53( 9,531 17: — 1,53( 9,704 11,23¢ 1,01« 12/22/200: 199¢
VA 1,78( 8,35¢ 652 — 1,78( 9,00¢ 10,78t 86t  5/20/200! 1981
VA 1,92( 16,53¢ 3C — 1,92( 16,56¢ 18,48t 71€  6/20/201: 200¢
VA 22(C 2,041 65€ — 22( 2,691 2,915 707  5/30/200: 1987
VA 134 3,191 541 — 134 3,732 3,86¢ 1,13¢ 10/25/200: 199¢
VA 73z 8,711 68€ — 732 9,402 10,13t 2,065 11/19/200 199¢
VA 32¢ 3,16¢ — — 32€ 3,16¢ 3,492 8€ 11/22/201 200¢
VA 604 5,432 — — 604 5,432 6,03¢€ 147 11/22/201. 200t
VA 89: 7,92¢ 24€ — 89: 8,17 9,06t 3,75:  5/16/199: 199(
VA 27¢ 2,46¢ 94( — 27C 3,40¢ 3,67¢ 83¢  5/30/200: 1987
WA 1,30¢ 8,45¢ 1z — 1,30( 8,471 9,771 10€  7/31/201: 1971
WA 25€ 4,86¢ 6¢ — 25€ 4,937 5,416k 2,627  11/1/199: 196¢
Wi 832 3,84¢ 4,087 — 832 7,93¢ 8,76¢ 3,115 12/28/199 1964
Wi 30 1,62¢ 45¢ — 3C 2,084 2,114 1,13¢ 12/28/199! 196t
Wi 14 1,69¢ 772 — 14 2,46 2,481 1,25¢ 12/28/199! 196(
Wi 25(C 3,791 — — 25( 3,791 4,047 30¢  9/30/200! 196¢
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SENIOR HOUSING PROPERTIES TRUST

Initial Cost to Company

SCHEDULE IlI
REAL ESTATE AND ACCUMULATED DEPRECIATION (Continued )
DECEMBER 31, 2012
(Dollars appearing in the table below are in thousads)

Cost at December 31, 201

Buildings, Cost Capitalized Buildings, Accumulated Date Original

Improvements &  Subsequent to Improvements & 1 o I Construction
City State Land Equipment Acquisition Impairment Land Equipment Total @ Depreciation®  Acquired ® Date
Glendale Wi 1,50(C 33,747 — — 1,50C 33,747 35,247 2,74z  9/30/200¢ 196:
Grafton Wi 50C 10,05¢ — — 50C 10,05¢ 10,55¢ 817  9/30/200¢ 200¢
Kenoshe Wi 75C 7,66¢ 47 — 75C 7,71¢ 8,46¢ 95¢ 1/1/200¢ 200(
Madison Wi 144 1,63 1,70C (75)) 144 2,582 2,72¢ 1,33¢  12/28/199 192(
Madison Wi 70C 7,461 33 — 70C 7,49¢ 8,19/ 93C 1/1/200¢ 200(
Mequon(“) Wi 80C 8,38¢ 39¢€ — 80C 8,78¢ 9,58¢ 1,09¢ 1/1/200¢ 199¢
Oak Creel  WI 65C 18,39¢ 217 — 65C 18,61¢ 19,26:¢ 2,32¢ 1/1/200¢ 2001
Pewauket  WI 984 2,43 1,21¢€ — 984 3,64¢ 4,632 1,77¢  9/10/199i 196:
Pewauket  WI 3,90( 41,14( — — 3,90( 41,14( 45,04( 3,34:  9/30/200¢ 199/
Racine Wi 1,15(C 22,43t — — 1,15C 22,43¢ 23,58¢ 1,822 9/30/200! 198¢
Sheboygar Wi 1,400 35,16¢ — — 1,40C 35,16¢ 36,56¢ 2,857  9/30/200¢ 198¢
Sheboygar Wi 12C 4,01« — — 12C 4,01¢ 4,13¢ 32€  9/30/200! 1987
Sheboygar  WI 30C 97t — — 30C 97t 1,27¢ 79  9/30/200¢ 1987
Waukeshe  WI 68 3,45 2,98 — 68 6,43¢ 6,502 3,27¢  12/28/199 195¢
Wauwatos WI 2,30( 6,24¢ — — 2,30( 6,24 8,54¢ 507  9/30/200¢ 196¢
West Allis ~ WI 1,60( 20,37" 86E — 1,60(C 21,24: 22,84: 2,61¢ 1/1/200¢ 2001
Laramie wy 191 3,63 78€ — 191 4,41¢ 4,60¢ 2,321 12/30/199: 196¢
Worland wy 132 2,507 1,00¢ — 132 3,51¢ 3,64¢ 1,81C 12/30/199: 197
Total $ 617,91. $ 4,172,83 $ 421,97( $ (29,409 $ 615,620 $ 4,567,68 $ 5,183,30 $ 750,90:
(1) Aggregate cost for federal income tax purposepjsaimately $5.2 billion.
) We depreciate buildings and improvements over gerianging up to 40 years and equipment over periaaging up to 12 years.
3) For assets transferred to us upon our spin off {fBmmmonWealth REIT, or CWH, indicates the datesimed by CWH, our predecessor.
4) These properties are collateral for our $690.5iomlbf mortgage notes.
(5) These properties are subject to our $13.8 millibcapital leases.
(6) This property is collateral for our $14.7 milliohmortgage bonds.
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SENIOR HOUSING PROPERTIES TRUST

SCHEDULE IlI
REAL ESTATE AND ACCUMULATED DEPRECIATION
DECEMBER 31, 2012
(Dollars in thousands)

Analysis of the carrying amount of reabéstand equipment and accumulated depreciationglthie period:

Real Estate Accumulated

and Equipment Depreciation

Balance at December 31, 20 $ 3,317,98 $ 454,31
Additions 452,38: 85,78¢
Disposals (2,687) (1,239
Impairment (5,965 —
Balance at December 31, 20 3,761,71; 538,87
Additions 989,63 101,27:
Disposals (27,540 (9,65%)
Impairment (2,219 (228)
Balance at December 31, 20 4,721,59 630,26:
Additions 466,15! 121,17:
Disposals (84¢€) 8
Impairment (3,599 (522
Balance at December 31, 20 $ 5,183,330 $ 750,90
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SIGNATURES

Pursuant to the requirements of SectioorlB5(d) of the Securities Exchange Act of 1934, ribgistrant has duly caused this report t
signed on its behalf by the undersigned, theredatyp authorized.

SENIOR HOUSING PROPERTIES TRUS

By: /sl DAVID J. HEGARTY

David J. Hegarty
President and Chief Operating Offic

Dated: February 19, 20:

Pursuant to the requirements of the Seeariixchange Act of 1934, this report has beeresidoelow by the following persons on bel
of the registrant and in the capacities and ord#tes indicated.

Signature Title Date

I/s/ DAVID J. HEGARTY

President and Chief Operating Offi ~ February 19, 2013
David J. Hegart

/s/ RICHARD A. DOYLE Treasurer and Chief Financial Offic
(principal financial officer and February 19, 2013
Richard A. Doyle principal accounting officel

/s/ JOHN L. HARRINGTON

Independent Trustee February 19, 2013
John L. Harringtor
/s/ ADAM D. PORTNOY
Managing Trustee February 19, 2013
Adam D. Portnoy
/sl BARRY M. PORTNOY
Managing Trustee February 19, 2013
Barry M. Portnoy
/s/ JEFFREY P. SOMERS
Independent Trustee February 19, 2013
Jeffrey P. Somer
/s FREDERICK N. ZEYTOONJIA!
Independent Trustee February 19, 2013

Frederick N. Zeytoonjia







Exhibit 8.1

SULLIVAN®® Sullven & Worcast
WORCESTER Boston, MA 02109 e s i

February 19, 201

Senior Housing Properties Trust
Two Newton Place

255 Washington Street, Suite 300
Newton, Massachusetts 024

Ladies and Gentlemen:

The following opinion is furnished to Senior HougiRroperties Trust, a Maryland real estate investrirast (the “Company”}o be
filed with the Securities and Exchange Commissthe (SEC”) as Exhibit 8.1 to the Company’s AnnuajpRrt on Form 10-K for the year
ended December 31, 2012 (the “Form 10-K”) underSbeurities Exchange Act of 1934, as amended.

We have acted as counsel for the Company in coiomegith the preparation of the Form 10-K. We haseiewed originals or
copies of such corporate records, such certificaglsstatements of officers of the Company andubfip officials, and such other documents
as we have considered relevant and necessaryén tarurnish the opinion hereinafter set forttn doing so, we have assumed the
genuineness of all signatures, the legal capa€itatural persons, the authenticity of all docursesutbmitted to us as originals, the
conformity to original documents of all documentbmitted to us as copies, and the authenticithefdriginals of such documents.
Specifically, and without limiting the generality the foregoing, we have reviewed: (i) the Compargihended and restated declaration of
trust, as amended and supplemented, and its amande@stated bylaws; and (ii) the Form 10-K.

The opinion set forth below is based upon the h@eRevenue Code of 1986, as amended, the TreRagylations issued
thereunder, published administrative interpretatitvereof, and judicial decisions with respectebmrall as of the date hereof (collectively,
“Tax Laws”"), and upon the Employee Retirement Ineddecurity Act of 1974, as amended, the Departofloabor regulations issued
thereunder, published administrative interpretatitvereof, and judicial decisions with respectebmrall as of the date hereof (collectively,
“ERISA Laws”). No assurance can be given that Taws or ERISA Laws will not change. In preparihg tiscussions with respect to Tax
Laws matters and ERISA Laws matters in the sectidiitem 1 of the Form 10-K captioned “Federal ImmTax Considerations” and
“ERISA Plans, Keogh Plans and Individual Retirem@&otounts”, we have made certain assumptions themail expressed certain conditions
and qualifications therein, all of which assumpsipoonditions and qualifications are incorporatetein by reference. With respect to all
questions of fact on which our opinion is based vwee assumed the initial and continuing truthpeacy and completeness of: (i) the
information set forth in the Form 10-K and in thénibits thereto; and (ii) representations madesttyi officers of the Company or contained
in




Senior Housing Properties Trust
February 19, 2013
Page 2

the Form 10-K and in the exhibits thereto, in esigth instance without regard to qualifications saslito the best knowledge of” or “in the
belief of”. We have not independently verified Bucformation.

We have relied upon, but not independently verjfted foregoing assumptions. If any of the foragaassumptions are inaccurate
incomplete for any reason, or if the transactioescdbed in the Form 10-K or the exhibits theretgehbeen consummated in a manner that is
inconsistent with the manner contemplated theminopinion as expressed below may be adversetgtafi and may not be relied upon.

Based upon and subject to the foregoing: (A) weoétbe opinion that the discussions with respedidx Laws matters and ERISA
Laws matters in the sections of Iltem 1 of the F&f¥K captioned “Federal Income Tax Consideraticargd “ERISA Plans, Keogh Plans and
Individual Retirement Accounts”, in all materiabpects are, subject to the limitations set fordraém, the material Tax Laws consequences
and the material ERISA Laws consequences relevamihers of the securities of the Company discudsain (the “Securities”), and (B)
we hereby confirm that the opinions of counselmrefé to in said sections represent our opinionthersubject matter thereof.

Our opinion above is limited to the matters speaifiy covered hereby, and we have not been askaddess, nor have we
addressed, any other matters or any other transactiFurther, we disclaim any undertaking to aslyisu of any subsequent changes of the
matters stated, represented or assumed hereiry @uBsequent changes in Tax Laws or ERISA Laws.

This opinion is rendered to you in connection vtith filing of the Form 10-K. This opinion may rw¢ relied upon for any other
purpose, or furnished to, quoted or relied upomty other person, firm or corporation for any pwgawvithout our prior written consent,
except that (A) this opinion may be furnished ootgal to judicial or regulatory authorities havingigdiction over you, and (B) this opinion
may be relied upon by purchasers and owners dbdeerrities currently entitled to rely on it pursumapplicable provisions of federal
securities law. Purchasers and owners of the Siesuare urged to consult their own tax advisarsaunsel, particularly with respect to their
particular tax consequences of acquiring, owning)@diesposing of the Securities, which may vary forestors in different tax situations. We
hereby consent to the filing of a copy of this épinas an exhibit to the Form 10-K, which is inaangted by reference in the Company’s
Registration Statement on Form S-3 (File No. 332488) under the Securities Act of 1933, as amel(ithed'Act”), and to the references to
our firm in the Form 10-K and such Registrationt&taent. In giving such consent, we do not theihyit that we come within the category
of persons whose consent is required under Settadrthe Act or under the rules and regulationthefSEC promulgated thereunder.
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Very truly yours,
/sl Sullivan & Worcester LLI

SULLIVAN & WORCESTER LLP
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Senior Housing Properties Trust

Computation of Ratios of Earnings to Fixed Charges
(dollars in thousands)

Earnings;
Income before income tax
expense
Fixed charge

Adjusted earning
Fixed charges
Interest expens

Ratio of earnings to fixed
charges

Year Ended December 31

2012

2011

2010

2009

2008

$ 136,25!
117,241

$ 151,73:
98,26:

$ 116,78¢
80,01"

$ 110,02°
56,40¢

$ 106,74
40,15/

$ 253,49¢

$ 249,99:

$ 196,80:

$ 166,43:

$ 146,89¢

$ 117,241

$ 98,26:

$ 80,01%

$ 56,40

$ 40,15¢

2.2x

2.5x

2.5x

2.9x

3.7x

Exhibit 12.1
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Exhibit 21.1

SENIOR HOUSING PROPERTIES TRUST

SUBSIDIARIES OF THE REGISTRANT

State of Formation,
Organization

Name or Incorporation
CCC Alpha Investments Tru Maryland
CCC Delaware Trus Maryland
CCC Financing | Trus Maryland
CCC Financing Limited, L.P Delaware
CCC Investments I, L.L.C Delaware
CCC Leisure Park Corporatic Delaware
CCC of Kentucky Trus Maryland
CCC Ohio Healthcare Tru Maryland
CCC Pueblo Norte Tru: Maryland
CCC Retirement Communities II, L. Delaware
CCC Retirement Partners Trt Maryland
CCC Retirement Tru: Maryland
CCC Senior Living Corporatio Delaware
CCCP Senior Living LLC Delaware
CCDE Senior Living LLC Delaware
CCFL Senior Living LLC Delaware
CCOP Senior Living LLC Delaware
CCSL Senior Living LLC Delaware
Crestline Ventures LL( Delaware
CSL Group, Inc. Indiana
Ellicott City Land |, LLC Delaware
HRES1 Properties Tru Maryland
HRES2 Properties Tru Maryland
Legacy Portfolio Holding Trus Maryland
Leisure Park Venture Limited Partners Delaware
Lexington Office Realty Trust (Nominee Tru Massachusett
LTJ Senior Communities LL( Delaware
MSD—Beaufort, LLC Maryland
MSD—Bowling Green, LLC Maryland
MSD—Camden, LLC Maryland
MSD—Cleveland, LLC Maryland
MSD—Conyers, LLC Maryland
MSD—Cookeville, LLC Maryland
MSD—Cullman, LLC Maryland
MSD—Franklin, LLC Maryland
MSD—Gainesville, LLC Maryland
MSD—Hartsville, LLC Maryland
MSD—Hopkinsville, LLC Maryland
MSD—Jackson, LLC Maryland
MSD—Knoxuville, LLC Maryland
MSD—Lexington, LLC Maryland
MSD—Macon, LLC Maryland
MSD—Madison, LLC Maryland
MSD—Orangeburg, LLC Maryland
MSD—Paducah, LLC Maryland
MSD—Seneca, LLC Maryland
MSD—Sheffield, LLC Maryland

State of Formation,
Organization

Name or Incorporation
MSD Pool 1 LLC Maryland
MSD Pool 2 LLC Maryland

O.F.C. Corporatiol Indiana



Panther GenPar Tru

Panther Holdings Level I, L.F
RSA Healthcare, Inc

Savannah Square, In
SHOPCC(-SD, LLC

SNH 30 Newcrossing Inc

SNH ALT Leased Properties TrL
SNH ALT Mortgaged Properties Tru
SNH Ashton Gables LL¢

SNH Blaine Inc.

SNH BRFL Properties LL(

SNH BRFL Tenant LLC

SNH CALI Tenant LLC

SNH Capital Trust Holding

SNH Capital Trust

SNH Capital Trust |

SNH Capital Trust Il

SNH CCMD Properties LL(

SNH CCMD Properties Borrower LL
SNH CCMD Tenant LLC

SNH CHS Properties Tru

SNH Clear Creek Properties Trt
SNH FM Financing LLC

SNH FM Financing Trus

SNH IL Joplin Inc.

SNH IL Properties Trus

SNH Independence Park LL

SNH Kent Properties LL(

SNH Knight Properties Tru:

SNH Lakeview Estates LL!

SNH LTF Properties LL(

SNH Medical Office Properties LL
SNH Medical Office Properties Tru

SNH Medical Office Realty Trust (Nominee Tru

SNH Northeast Medical Arts Center LL
SNH NS Mtg Properties 2 Tru

SNH NS Mtg Properties 3 Tru

SNH NS Mtg Properties 4 Tru

SNH NS Properties Tru

SNH PLFL Properties LL(

SNH PLFL Tenant LLC

SNH Redmond Properties LL

SNH RMI Fox Ridge Manor Properties LL
SNH RMI Jefferson Manor Properties L1
SNH RMI McKay Manor Properties LL!
SNH RMI Northwood Manor Properties LL
SNH RMI Oak Woods Manor Properties L1
SNH RMI Park Square Manor Properties L
SNH RMI Properties Holding Company LL

Maryland
Delaware
Tennesse
Georgia
Delaware
Maryland
Maryland
Maryland
Maryland
Maryland
Delaware
Delaware
Delaware
Maryland
Maryland
Maryland
Maryland
Delaware
Delaware
Delaware
Maryland
Maryland
Delaware
Maryland
Maryland
Maryland
Delaware
Maryland
Maryland
Maryland
Maryland
Delaware
Maryland
Massachusetf
Delaware
Maryland
Maryland
Maryland
Maryland
Delaware
Delaware
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland

Name

SNH RMI Smith Farms Manor Properties LI
SNH RMI Sycamore Manor Properties LI
SNH SE Ashley River LL(C

SNH SE Ashley River Tenant LL

SNH SE Barrington Boynton LL!

SNH SE Barrington Boynton Tenant LL
SNH SE Burlington LLC

SNH SE Burlington Tenant LLt

SNH SE Daniel Island LL(

SNH SE Daniel Island Tenant LL

SNH SE Habersham Savannah L

SNH SE Habersham Savannah Tenant |
SNH SE Holly Hill LLC

SNH SE Holly Hill Tenant LLC

State of Formation,
Organization

or Incorporation
Maryland

Maryland
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware



SNH SE Kings Mtn LLC

SNH SE Kings Mtn Tenant LL¢
SNH SE Mooresville LLC

SNH SE Mooresville Tenant LL
SNH SE N. Myrtle Beach LL(

SNH SE N. Myrtle Beach Tenant LL

SNH SE Properties LLt¢

SNH SE Properties Tru

SNH SE SG LLC

SNH SE SG Tenant LLI

SNH SE Tenant 2 TRS, Inc
SNH SE Tenant TRS, Inc

SNH Somerford Properties Trt
SNH Teaneck Properties LL
SNH Teaneck Tenant LL

SNH Tellico Village Property LLC
SNH TRS, Inc.

SNH Ward Ave. Properties I Inc
SNH Ward Ave. Properties Il Inc
SNH Well Properties G-MD LLC
SNH Well Properties Trus

SNH Yonkers Properties Tru
SNH Yonkers Tenant Inc
SNH/CSL Properties Tru:
SNH/LTA Properties GA LLC
SNH/LTA Properties Trus

SNH/LTA SE Home Place New Bern LL
SNH/LTA SE McCarthy New Bern LL(

SNH/LTA SE Wilson LLC
Somerford Corp.
SPTGEN Properties Tru
SPTIHS Properties Tru
SP1-Michigan Trust
SPTMISC Properties Tru
SPTMNR Properties Tru:
SPTMRT Properties Tru:
SPTSUN Properties Tru
SPTSUN Il Properties Tru

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Maryland
Delaware
Delaware
Maryland
Maryland
Maryland
Delaware
Delaware
Maryland
Delaware
Maryland
Maryland
Delaware
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Delaware
Delaware
Delaware
Delaware
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
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Exhibit 23.1
Consent of Independent Registered Public Accountingirm

We consent to the incorporation by refeecincthe Registration Statement (Form S-3 No. 383468) of Senior Housing Properties
Trust and in the related Prospectus of our reatsd February 19, 2013, with respect to the cafeield financial statements and schedu
Senior Housing Properties Trust, and the effecegsrof internal control over financial reportingSeior Housing Properties Trust, included
in this Annual Report (Form 10-K) for the year edd#ecember 31, 2012.

/sl Ernst & Young LLP

Boston, Massachusetts
February 19, 2013
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Exhibit 31.1
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-14 (a) AND 15d-14(a)
[, Barry M. Portnoy, certify that:
1. | have reviewed this Annual Report on Form 10fkSenior Housing Properties Trust;
2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortdnstate a material fact necessary to

make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the
period covered by this report;

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

4, The registrant's other certifying officer(sdrare responsible for establishing and maintgimisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingpared;

b) Designed such internal control over financial répgr, or caused such internal control over finahi@gorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuoce with generally accepted accounting princijples

C) Evaluated the effectiveness of the registrati$slosure controls and procedures and presentesi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

d) Disclosed in this report any change in the regigisanternal control over financial reporting tloatturred during the
registrant's most recent fiscal quarter (the regig's fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeadtf, the registrant's internal control over finahceéporting; and

5. The registrant's other certifying officer(spdrhave disclosed, based on our most recent eN@tuaf internal control over financial
reporting, to the registrant's auditors and thataumanmittee of the registrant's board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknes#gethe design or operation of internal contratiofinancial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize ambrt financial information;
and

b) Any fraud, whether or not material, that invedumanagement or other employees who have a sigmiifiole in the registrant's
internal control over financial reporting.

Date: February 19, 2013 /s/ BARRY M. PORTNOY

Barry M. Portnoy
Managing Truste:
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Exhibit 31.2
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-14 (a) AND 15d-14(a)
I, Adam D. Portnoy, certify that:
1. | have reviewed this Annual Report on Form 10fkSenior Housing Properties Trust;
2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortdnstate a material fact necessary to

make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the
period covered by this report;

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

4, The registrant's other certifying officer(sdrare responsible for establishing and maintgimisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingpared;

b) Designed such internal control over financial répgr, or caused such internal control over finahi@gorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuoce with generally accepted accounting princijples

C) Evaluated the effectiveness of the registrati$slosure controls and procedures and presentesi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

d) Disclosed in this report any change in the regigisanternal control over financial reporting tloatturred during the
registrant's most recent fiscal quarter (the regig's fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeadtf, the registrant's internal control over finahceéporting; and

5. The registrant's other certifying officer(spdrhave disclosed, based on our most recent eN@tuaf internal control over financial
reporting, to the registrant's auditors and thataumanmittee of the registrant's board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknesgethe design or operation of internal contratiofinancial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize ambrt financial information;
and

b) Any fraud, whether or not material, that invedumanagement or other employees who have a sigmiifiole in the registrant's
internal control over financial reporting.

Date: February 19, 2013 /s ADAM D. PORTNOY

Adam D. Portnoy
Managing Truste:
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Exhibit 31.3
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-14 (a) AND 15d-14(a)
I, David J. Hegarty, certify that:
1. | have reviewed this Annual Report on Form 10fkSenior Housing Properties Trust;
2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortdnstate a material fact necessary to

make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the
period covered by this report;

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

4, The registrant's other certifying officer(sdrare responsible for establishing and maintgimisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingpared;

b) Designed such internal control over financial répgr, or caused such internal control over finahi@gorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuoce with generally accepted accounting princijples

C) Evaluated the effectiveness of the registrati$slosure controls and procedures and presentesi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

d) Disclosed in this report any change in the regigisanternal control over financial reporting tloatturred during the
registrant's most recent fiscal quarter (the regig's fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeadtf, the registrant's internal control over finahceéporting; and

5. The registrant's other certifying officer(spdrhave disclosed, based on our most recent eN@tuaf internal control over financial
reporting, to the registrant's auditors and thataumanmittee of the registrant's board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknes#gethe design or operation of internal contratiofinancial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize ambrt financial information;
and

b) Any fraud, whether or not material, that invedumanagement or other employees who have a sigmiifiole in the registrant's
internal control over financial reporting.

Date: February 19, 2013 /s/ DAVID J. HEGARTY

David J. Hegarty
President and Chief Operating Offic
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CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-(&) AND 15d-14(a)
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Exhibit 31.4
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-14 (a) AND 15d-14(a)
I, Richard A. Doyle, certify that:
1. | have reviewed this Annual Report on Form 10fkSenior Housing Properties Trust;
2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortdnstate a material fact necessary to

make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the
period covered by this report;

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

4, The registrant's other certifying officer(sdrare responsible for establishing and maintgimisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingpared;

b) Designed such internal control over financial répgr, or caused such internal control over finahi@gorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuoce with generally accepted accounting princijples

C) Evaluated the effectiveness of the registrati$slosure controls and procedures and presentesi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

d) Disclosed in this report any change in the regigisanternal control over financial reporting tloatturred during the
registrant's most recent fiscal quarter (the regig's fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeadtf, the registrant's internal control over finahceéporting; and

5. The registrant's other certifying officer(spdrhave disclosed, based on our most recent eN@tuaf internal control over financial
reporting, to the registrant's auditors and thataumanmittee of the registrant's board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknes#gethe design or operation of internal contratiofinancial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize ambrt financial information;
and

b) Any fraud, whether or not material, that invedumanagement or other employees who have a sigmiifiole in the registrant's
internal control over financial reporting.

Date: February 19, 2013 /s/ RICHARD A. DOYLE

Richard A. Doyle
Treasurer and Chief Financial Offic




QuickLinks
Exhibit 31.4
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Exhibit 32.1
CERTIFICATION PURSUANT TO 18 U.S.C. SEC. 1350

In connection with the filing by Senior Hing Properties Trust (the "Company") of the AnrRRaport on Form 10-K for the period
ended December 31, 2012 (the "Report"), each ofitikersigned hereby certifies, to the best of hiakedge:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities ExchangeoA1934; and

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

/sl BARRY M. PORTNOY /s/ DAVID J. HEGARTY

Barry M. Portnoy David J. Hegarty

Managing Truste: President and Chief Operating Offic
/sl ADAM D. PORTNOY /sl RICHARD A. DOYLE

Adam D. Portnoy Richard A. Doyle

Managing Truste: Treasurer and Chief Financial Offici

Date: February 19, 201
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