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PART I. Financial Information

Item 1. Financial Statements.

SENIOR HOUSING PROPERTIES TRUST
CONDENSED CONSOLIDATED BALANCE SHEETS
(amounts in thousands, except share and per shte d

(unaudited)
June 30, December 31
2013 2012
ASSETS
Real estate propertie
Land $ 618,39. $ 615,62
Buildings and improvemen 4,583,35: 4,567,68
5,201,74! 5,183,30
Less accumulated depreciati (811,18) (750,909
4,390,56. 4,432,40.
Cash and cash equivalel 37,33¢ 42,38:
Restricted cas 12,40¢ 9,43
Deferred financing fees, n 27,22 29,41(
Acquired real estate leases and other intangilsletasne 111,92 115,83
Other asset 169,18: 118,53
Total asset $ 4,748,63. $ 4,748,00:
LIABILITIES AND SHAREHOLDERS' EQUITY
Unsecured revolving credit facilii $ 30,00 $ 190,00(
Senior unsecured notes, net of discc 1,092,69! 1,092,05
Secured debt and capital lea 720,23: 724,47
Accrued interes 15,69 15,751
Assumed real estate lease obligations 14,16* 13,69:
Other liabilities 63,62¢ 65,45t
Total liabilities 1,936,41. 2,101,43.
Commitments and contingenci
Shareholder equity:
Common shares of beneficial interest, $.01 parezal@9,700,000 shares authorized, 188,085,5
and 176,553,600 shares issued and outstandingat3d) 2013 and December 31, 2012,
respectively 1,88( 1,76t
Additional paid in capita 3,495,98. 3,233,35:
Cumulative net incom 1,084,65. 1,043,82.
Cumulative other comprehensive inco 8,841 4,56
Cumulative distribution (1,779,140 (1,636,939
Total shareholde’ equity 2,812,21 2,646,56!
Total liabilities and sharehold¢ equity $ 474863 $  4,748,00

See accompanying notes.
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SENIOR HOUSING PROPERTIES TRUST

CONDENSED CONSOLIDATED STATEMENTS OF INCOME AND CORREHENSIVE INCOME

(amounts in thousands, except per share data)

Revenues
Rental income
Residents fees and servic
Total revenue

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

Operating incom:

Interest and other incon
Interest expens
Loss on early extinguishment of de
Equity in earnings of an invest
Income before income tax exper
Income tax expens
Income from continuing operatiol
Discontinued operation
Income from discontinued operatic
Impairment of assets from discontinued operat
Net income

Other comprehensive incorr
Change in net unrealized gain / loss on investrr
Share of comprehensive income of an inve

Comprehensive incorn
Weighted average shares outstanc

Income from continuing operations per sh
(Loss) income from discontinued operations peres

Net income per shai

(unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2013 2012 2013 2012
$ 112,297 $ 108,40° $ 224,15( $ 215,43!
74,63 35,98¢ 149,68° 71,55¢
186,92¢ 144,39; 373,83 286,98
74,48¢ 39,81¢ 148,16: 78,30:
38,29¢ 34,62¢ 75,99¢ 67,39
8,16¢ 8,06¢ 16,81¢ 15,75
29z 1,82¢ 2,181 2,69¢
4,371 — 5,67t 3,071
125,61 84,33¢ 248,84( 167,21
61,31: 60,05¢ 124,99 119,77¢
397 227 57C 70¢
(29,56 (28,120) (59,13)) (57,009
(10%) — (10%) —
79 76 15E 121
32,12 32,23 66,48¢ 63,59:
(140 (43) (280) (247)
31,98: 32,19 66,20¢ 63,34«
1,513 1,057 2,52¢ 2,25¢
(27,89¢) — (27,896)
$ 559 $ 33,25, % 40,83. $ 65,60:
(4,409 (1,315 4,36( 91€
(73 ©) (89 &)
$ 1,121 % 31,93 $ 4511: $ 66,51¢
188,08 162,67( 186,35( 162,65
0.17 0.2C 0.3€ 0.3¢
(0.14) — (0.14) 0.01
$ 0.0 $ 0.2C $ 0.2z $ 0.4C

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

Cash flows from operating activitie
Net income

(amounts in thousands)
(unaudited)

Adjustments to reconcile net income to cash praViole operating activities

Depreciatior

Amortization of deferred financing fees and delstdunts

Straight line rental incom

Amortization of acquired real estate leases andratitangible asse

Loss on early extinguishment of de
Impairment of asse!
Equity in earnings of an invest
Change in assets and liabiliti¢
Restricted cas
Other asset
Accrued interes
Other liabilities
Cash provided by operating activiti

Cash flows from investing activitie
Real estate acquisitions and depc
Real estate improvemer
Principal payments on loan receiva

Cash used for investing activiti

Cash flows from financing activitie
Proceeds from issuance of common shares
Proceeds from borrowings on revolving credit fagi
Repayments of borrowings on revolving credit fagi
Redemption of senior not
Repayment of other de
Payment of deferred financing fe
Distributions to shareholde
Cash used for financing activiti

Decrease in cash and cash equival
Cash and cash equivalents at beginning of p¢
Cash and cash equivalents at end of pe
Supplemental cash flow informatic
Interest paic
Income taxes pai

Non-cash investing activitie:
Acquisitions funded by assumed di

Non-cash financing activities
Assumption of mortgage notes paya
Issuance of common shai

See accompanying notes.
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Six Months Ended

June 30,

2013 2012
40,83: $ 65,60:
76,79¢ 68,60

2,06¢ 3,02¢
(3,69¢) (6,067
1,93t (170)
10t —
33,57: 3,071
(155) (127)
(2,979 (2,916
1,13¢ 10,71¢
(63) (8,966
1,37¢ 13,74(
150,93 146,52¢
(76,000 (123,86)
(22,669 (20,015
— 38,00(
(98,675 (105,882
261,81: —
45,00( 434,00(
(205,000 (74,000
— (225,000
(16,66 (54,889
(249) (294)
(142,200 (123,619
(57,309 (43,805)
(5,046 (3,155
42,38: 23,56(
37,33¢  $ 20,40¢
57,12¢ $ 62,95
51€ 37¢
(12,266 (56,789
12,26¢ 56,78¢
92¢ 657




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

Note 1. Basis of Presentation

The accompanying condensed consolidated finantitdraents of Senior Housing Properties Trust andubsidiaries, or we, us, or our, are
unaudited. Certain information and disclosuresiiregl by U.S. generally accepted accounting priesipor GAAP, for complete financial
statements have been condensed or omitted. Wavbdlie disclosures made are adequate to makeftimmation presented not misleading.
However, the accompanying condensed consolidateddial statements should be read in conjunctidh thie consolidated financial
statements and notes contained in our Annual Repoform 10-K for the year ended December 31, 26daur Annual Report. In the
opinion of our management, all adjustments, whiauide only normal recurring adjustments, considerecessary for a fair presentation
have been included. All material intercompany semtions and balances among us and our consoligabsitliaries have been eliminated.
Operating results for interim periods are not nsagly indicative of the results that may be expddor the full year. Reclassifications have
been made to the prior year's financial statement®onform to the current year’'s presentation. seheclassifications were made to conform
the prior periods’ rental income, property opergéxpenses, discontinued operations, general anthadrative expenses, interest and other
income and impairment of assets to the currensifieation. These reclassifications had no eftechet income or shareholders’ equity.

Note 2. Recent Accounting Pronouncements

In January 2013, we adopted Financial Accountirag&ards Board, or FASB, Accounting Standards Update2013-02Reporting of
Amounts Reclassified Out of Accumulated Other Cehmrsive Incom. This update is the culmination of the FASB's betation on

reporting reclassification adjustments from acclwatad other comprehensive income, or AOCI. Thisddeshdoes not change the current
requirements for reporting net income or other cahpnsive income. However, it requires disclosdir@maounts reclassified out of AOCI in
their entirety, by component, on the face of tlaéeshent of operations or in the notes thereto. Arteothat are not required to be reclassified
in their entirety to net income must be cross efeed to other disclosures that provide additide#ail. This standard is effective
prospectively for annual and interim reporting pds beginning after December 15, 2012. This upldasenot caused any material changes to
the disclosures in, or the presentation of, oudensed consolidated financial statements.

Note 3. Real Estate Properties

At June 30, 2013, we owned 395 properties locatetistates and Washington, D.C.

Triple Net Senior Living Communities Acquisitions:

In January 2013, we acquired a senior living comitgdacated in Redmond, WA with 150 living unitsrfapproximately $22,350, excluding
closing costs. We funded this acquisition usinghaan hand, borrowings under our revolving creatiflity, and by assuming approximately
$12,266 of mortgage debt which was recorded air &ditue of $13,306. Details of this acquisitiae as follows:
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per sharealtaa otherwise stated)

Triple Net Senior Living Communities Acquisitiomsce January 1, 2013:

Number Premium
of Units/  Purchase Buildings and Intangible  Assumed on Assumed
Date Location Properties Beds Price Land Improvements  FF&E Assets Debt Debt
January 201®@ Redmond, WA 1 150 $22,35( $5,12( $ 16,56: $ 66¢ $ 1,03¢ $12,26¢ $ 1,04(

@) Purchase price includes the assumption of mortdageand excludes closing costs. The allocatigch@purchase price of our
acquisition shown above is based upon preliminatyrmates of the fair value of assets acquired mfuilities assumed.
Consequently, amounts preliminarily allocated tgets acquired and liabilities assumed could chaiggéficantly from those used
these condensed consolidated financial statements.

@ We leased this property to a subsidiary of St&kmior Living, LLC for an initial term expiring i2028 for initial rent of
approximately $1,732 per year. Percentage resgdan an increase in gross revenues at this pyopell commence in 2016.

Managed Senior Living Communities Acquisitic

In April 2013, we entered into an agreement to aequne senior living community for approximate®2$030, excluding closing costs. The
senior living community is located in Cumming, GAdaincludes 93 private pay assisted living unitsJuly 2013, we entered into an
agreement to acquire one senior living communityefgproximately $10,000, excluding closing costbe senior living community is locat
in Jefferson City, TN and includes 60 private pagisted living units. In July 2013, we entered imoagreement to acquire two senior living
communities for approximately $19,100, excludingsahg costs. The senior living communities arated in Canton and Ellijay, GA and
include 153 private pay assisted living units. WWpeet that a subsidiary of Five Star Quality Céme,, which together with its subsidiaries,
we refer to in this report as Five Star, will maedlgese communities for our account pursuant tm@ term management agreement. The
closings of these acquisitions are contingent ugmnpletion of our diligence and other customargiclg conditions; accordingly, we can
provide no assurance that we will purchase thesgepties, that our purchases will not be delayetthatrthe terms will not change. As of
June 30, 2013, we own 39 communities that are nehbyg Five Star. We use the taxable REIT subsid@ryf RS, structures authorized by
the Real Estate Investment Trust Investment Difieadion and Empowerment Act for our managed selnorg communities, which we
began acquiring in June 2011. See Note 11 for imdoemation regarding our management arrangemeitbshkive Star.

MOB Acquisitions

In February 2013, we acquired two properties ledsededical providers, medical related businesd@scs and biotech laboratory tenants
MOBs, with a total of 144,900 square feet locate®athell, WA for approximately $38,000, excludidigsing costs. We funded this
acquisition using cash on hand. In March 2013, egusied another MOB with 71,824 square feet locatddattiesburg, MS for
approximately $14,600, excluding closing costs. flfeled this acquisition using cash on hand. Detditbese acquisitions are as follows:
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per shareaitaa otherwise stated)

MOB Acquisitions since January 1, 20:

Acquired
Number Acquired Real Estate

of Square Purchase Buildings and Real Estate Lease
Date Location Properties Feet Price @ Land Improvements Leases Obligations
February 201: Bothell, WA 2 145 $ 38,000 $ 563¢ $ 2523¢ $ 8,44. $ 1,53¢
March 2012 Hattiesburg, M< 1 72 $ 14600 $ 126¢ $ 11,69: $ 2,32 $ 68%
3 217 $ 5260 $ 690t $ 36,93( $ 10,76 $ 2,22¢

@ Purchase price excludes closing costs. The aitotaf the purchase price of our acquisitions shalvave is based upon
preliminary estimates of the fair value of assetpu&red and liabilities assumed. Consequently,lartsopreliminarily allocated to
assets acquired and liabilities assumed could @haigpificantly from those used in these condersedolidated financial
statements.

In July 2013, we entered into an agreement to aequMOB for approximately $49,500, excluding ahgscosts. The MOB is located in
Boston, MA and includes 105,462 square feet. Thsir) of this acquisition is contingent upon contipte of our diligence and other
customary closing conditions; accordingly, we cavvjile no assurance that we will purchase this gntypthat our purchase will not be
delayed or that the terms will not change.

Impairment

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 ekitimated useful life and legislative, market
or industry changes that could permanently redoeesalue of a property. If indicators of impairmang present, we evaluate the carrying
value of the affected property by comparing ithte &xpected future undiscounted net cash flows tpemerated from that property. If the s
of these expected future net cash flows is less i@ carrying value, we reduce the net carryifdgevaf the property to its estimated fair
value. During the six months ended June 30, 20E32812, we recorded impairment of assets charfggs,804 and $3,071, respectively, to
reduce the carrying value of one of our propettes estimated net sale price.

As of June 30, 2013, we had 18 properties helddte, including 11 senior living communities withe8units and seven MOBs with 831,499
square feet. During the six months ended June@®IB,2ve recorded impairment of assets charges22$3 to reduce the carrying value of
11of these 18 properties to their aggregate estunadt sale price. These properties are includethier assets in our condensed consolidated
balance sheets and have a net book value (afteiriment) of approximately $42,551 at June 30, 2@&3of December 31, 2012, we had one
senior living community with 120 units held for edlvhich is included within the 11 senior livingnamunities held for sale as of June 30,
2013). This property is included in other assetsuncondensed consolidated balance sheets ana metdoook value (after impairment) of
approximately $850 at December 31, 2012. We dedidseéll these properties due to underlying coadgiin the markets where these
properties are located. We classify all propetties meet the criteria outlined in the Propertgritland Equipment Topic of tféASB
Accounting Standards Codificati, or the Codification, as held for sale in our censked consolidated balance sheets.

Results of operations for properties sold or heldstle are included in discontinued operatiormuincondensed consolidated statements of
operations once the criteria for discontinued ojp@ma in the Presentation of Financial Statemepsdof the Codification are met.
Summarized income statement




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

information for the seven MOBs that meet the ciatéor discontinued operations is included in digtmued operations as follows:

Three Months Ended Six Months Ended
June 30, June 30,
2013 2012 2013 2012
Rental income $ 257. % 257¢ % 5,09t $ 5,05¢
Property operating expens (862) (91€) (1,779 (1,58%)
Depreciation and amortizatic (199) (60€) (799) (1,210
Income from discontinued operatio $ 151§ 1,05i § 2,52 § 2,25¢

One of the 11 senior living communities, a skilledsing facility with 112 units, is held for salader an agreement to be sold for $2,600.
Completion of this sale is subject to customargiclg conditions and we can provide no assurandethkale of this community will occur, or
will be completed at all or that the terms for sade will not change.

Note 4. Unrealized Gain / Loss on Investments

As of June 30, 2013, we owned 250,000 common sledii@smmonWealth REIT, or CWH, and 4,235,000 comrsioares of Five Star, whi
are carried at fair market value in other assetsimcondensed consolidated balance sheets. Cuveutdher comprehensive income show
our condensed consolidated balance sheets inclbderet unrealized gain or loss on investmentsted as the net difference between the
value at quoted market prices of our CWH and Fitee Shares as of June 30, 2013 ($23.12 and $5r&hpee, respectively) and our
weighted average costs at the time we acquirea tslgares, as adjusted to reflect any share splisrobinations ($26.00 and $3.36 per st
respectively).

Note 5. Loan Receivable

In May 2011, we and Five Star entered into a Iggre@ment, or the Bridge Loan, under which we agtedeind Five Star up to $80,000 to
fund a portion of Five Star’'s purchase of a portfolf six senior living communities. By SeptemiB€;, 2011, Five Star had completed its
acquisition of these communities and had borrowke$88,000 of this Bridge Loan. By December 31120Five Star had repaid $42,000 of
those borrowings. In April 2012, Five Star paid temaining balance of $38,000, resulting in thmieation of this Bridge Loan. The Brid
Loan was secured by mortgages on three of thersi@nigy communities that Five Star acquired andaur other senior living communities
owned by Five Star. The Bridge Loan required igépayable to us at a rate equal to the annue cditinterest applicable to our borrowings
under our revolving credit facility, plus 1%. Wecognized interest income from this Bridge Loa$2® and $314 for the three and six
months ended June 30, 2012, respectively, whigictiaded in interest and other income in our coseéenconsolidated statements of income
and comprehensive income.

Note 6. Indebtedness

Our principal debt obligations at June 30, 2013ewét) outstanding borrowings under our $750,008auared revolving credit facility;
(2) four public issuances of unsecured senior natekiding: (a) $250,000 principal amount due 2@1&n annual interest rate of 4.30%,
(b) $200,000 principal amount due 2020 at an animiedest rate of 6.75%, (¢) $300,000 principal antaue 2021 at an annual interest
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per sharealtaa otherwise stated)

rate of 6.75% and (d) $350,000 principal amount 2042 at an annual interest rate of 5.625%; an§7{B)1,094 aggregate principal amount
of mortgages secured by 53 of our properties wigtunity dates from 2013 to 2043. The 53 mortggyegerties had a carrying value of
$977,692 at June 30, 2013. We also had two priepestibject to capital leases totaling $13,557iaé B0, 2013; these two properties had a
carrying value of $17,984 at June 30, 2013.

In connection with the acquisitions discussed ineNdabove, during the six months ended June 38,2@e assumed $12,266 of mortgage
debt, which was recorded at a fair value of $13,306is mortgage has a contractual interest ra@25% and matures in May 2015. We
recorded the assumed mortgage at its fair valushadxceeded its outstanding principal balanceh940. We determined the fair value of
the assumed mortgages using a market approach bpsed.evel 3 inputs (significant other unobsereahputs) in the fair value hierarchy.

In June 2013, we repaid mortgage notes that enawlbeur of our properties that had an aggregateipal balance of $10,377, a weighted
average interest rate of 6.1% and maturity dates ia 2013. As a result, we recognized a lossasty @xtinguishment of debt of $105 for the
three months ended June 30, 2013.

We have a $750,000 unsecured revolving creditifat¢iat is available for general business purposesuding acquisitions. The maturity
date of our revolving credit facility is June 24915 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 onegr 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 bdaterest at LIBOR plus a premium, which was 168i®aoints as of June 30, 2013. We
also pay a facility fee of 35 basis points per anran the total amount of lending commitments uraierrevolving credit facility. Both the
interest rate premium and the facility fee are sobjo adjustment based upon changes to our eegtligs. We can borrow, repay and
reborrow funds available under our revolving créadlity until maturity, and no principal repaymeas due until maturity. The weighted
average annual interest rate for borrowings underevolving credit facility was 1.85% for the sionths ended June 30, 2013. We incurred
interest expense and other associated costs rétated revolving credit facility of $74 and $30&r fthe three and six months ended June 30,
2013. As of June 30, 2013 and July 31, 2013, véed3®,000 and $10,000 outstanding and $720,006a40,000 available under our
revolving credit facility, respectively.

Note 7. ShareholdersEquity

On February 19, 2013, we paid a $0.39 per shai®68&857, distribution to our common shareholddth vespect to our operating results for
the quarter ended December 31, 2012. On May 2113,2@e paid a $0.39 per share, or $73,349, digtobdo our common shareholders with
respect to our operating results for the quartdedriMarch 31, 2013. On July 3, 2013, we declargdaaterly distribution of $0.39 per share,
or $73,353, to our common shareholders of recordubyn17, 2013, with respect to our operating fassfalr the quarter ended June 30, 2013;
we expect to pay this distribution on or about Astged, 2013.

In January 2013, we issued 11,500,000 common shaeepublic offering, raising net proceeds of appmately $262,068 after underwriting
discounts but before expenses. We used the netguiedrom this offering to repay borrowings outdtag under our revolving credit facility
and for general business




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

purposes, including the partial funding of the asitjions described above with the remainder to seduUfor general business purposes,
including possible future acquisitions.

Under the terms of our business management agréevitarReit Management & Research LLC, or RMR, oarkbh 27, 2013, we issued
21,968 common shares in payment of an incentivefepproximately $582 for services rendered tbyy®MR during 2012.

On May 9, 2013, we granted 2,000 common sharesméfirial interest, par value $.01 per share, \hate$28.64 per share, the closing price
of our common shares on the New York Stock Exchaogthe NYSE, on that day, to each of our fivestees.

Note 8. Fair Value of Assets and Liabilities

The following table presents certain of our asaetsliabilities that are measured at fair valueagcurring and non recurring basis at
June 30, 2013 categorized by the level of inpuésluis the valuation of each asset or liability.

Significant
Quoted Prices in Other Significant
Active Markets for Observable Unobservable

Identical Assets Inputs Inputs
Description Total (Level 1) (Level 2) (Level 3)
Assets held for sal® $ 4255, $ — 3 4255, $ —
Long-lived assets held and us® $ 65 $ — 65 $ —
Investments in available for sale securi® $ 29,53¢ $ 29,53¢ $ — 3 —
Unsecured senior not® $ 1,139,30; $ 1,139,30; $ — —
Secured del® $ 773,97: $ — % — $ 773,97

@) Assets held for sale consist of eighteen of ouperiies that we expect to sell that are reportddinvalue less costs to sell. We u
offers to purchase these properties made by tlairtigs or comparable sales transactions (Levep@t#) to determine the fair value
of these properties. We have recorded cumulatiygirments of approximately $38,005 to these pittgeein order to reduce their
book value to fair value.

@  Long-lived assets held and used consist of oneiopmperties. We used broker information and carabple sales transactions
(Level 2 inputs) to determine the fair value oktproperty. We have previously recorded impairnoértssets charges of $1,304 and
$3,071 for the six months ended June 30, 2013 8hd,Z2espectively, for this property in order tduee its carrying value to the
amount stated.

®  Our investments in available for sale securitieduide our 250,000 common shares of CWH and 4,2850thmon shares of Five
Star. The fair values of these shares are basgdated prices at June 30, 2013 in active marketsel1 inputs).

@ We estimate the fair values of our unsecured semites using an average of the bid and ask priceiothen outstanding four
issuances of senior notes (Level 1 inputs) on ougbBune 30, 2013. The fair values of these seate obligations exceed their
aggregate book values of $1,092,695 by $46,607usechese notes were trading at a premium to féxegramounts.

®)  We estimate the fair values of our secured dehtdiryg discounted cash flow analyses and curremdygiling market terms at
June 30, 2013 (Level 3 inputs). Because Levep8tmare unobservable, our estimated fair value difégr materially from the
actual fair value.




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

In addition to the assets and liabilities descrilrethe above table, our additional financial instents include rents receivable, cash and cash
equivalents, restricted cash, unsecured debt dre babilities. The fair values of these additibfiancial instruments approximate their
carrying values at June 30, 2013 based upon theidlty, short term maturity, variable rate prigior our estimate of fair value using
discounted cash flow analyses and prevailing isteies.

Note 9. Segment Reporting

We have four operating segments, of which threeepertable operating segments: (i) triple net@elnving communities that provide short
term and long term residential care and diningisesv/for residents, (i) managed senior living camities that provide short term and long
term residential care and dining services for rsisl and (iii) MOBs. Our triple net and managedardiving communities include
independent living communities and assisted lidoghmunities, skilled nursing facilities, or SNFadawo rehabilitation hospitals.
Properties in the MOB segment include medical effidinic and biotech laboratory buildings. Thdl*Bther” category in the following tab
includes amounts related to corporate busineseitiesiand the operating results of certain prapsrthat offer fithess, wellness and spa
services to members.
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per shareaitaa otherwise stated)

Revenues
Rental income
Residents fees and servic
Total revenue

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

Operating income (lost

Interest and other incon

Interest expens

Loss on early extinguishment of de

Equity in earnings of an invest

Income (loss) before income tax expe

Income tax expens

Income (loss) from continuing operatic

Discontinued operation
Income from discontinued operatic
Impairment of assets from discontinued operat

Net income (loss

Total asset

For the Three Months Ended June 30, 201

Triple Net Managed
Senior Living Senior Living All Other
Communities Communities MOBs Operations Consolidated
$ 56,957 $ — 3 50,89¢ $ 4,441 $ 112,29°
— 74,63 — — 74,63
56,95 74,63 50,89¢ 4,441 186,92¢
— 58,23: 16,25 — 74,48¢
17,01¢ 7,02¢ 13,30: 94¢ 38,29¢
— — — 8,16¢ 8,16¢
— — — 29z 29z
4,371 — — — 4,371
21,39( 65,25¢ 29,55¢ 9,40¢ 125,61:
35,56 9,37: 21,34¢ (4,967 61,317
— — — 397 397
(6,596) (3,079 (1,387) (18,517 (29,567
— — — (108) (108)
— — — 79 79
28,97 6,29¢ 19,95¢ (23,107 32,12
- - - (140 (140
28,97: 6,29¢ 19,95¢ (23,249 31,98
— — 1,51 — 1,51:
_ — (27,899 = (27,899
$ 2897. $ 6,29¢ $ 6,425 $  (23,24) $ 5,59¢
$ 182937 % 964,61( $ 1,742,121 $ 212,52¢ $ 4,748,63.
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SENIOR HOUSING PROPERTIES TRUST

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)

(dollar amounts in thousands, except per sharealtaa otherwise stated)

For the Three Months Ended June 30, 201

Triple Net Managed
Senior Living Senior Living All Other
Communities Communities MOBs Operations Consolidated
Revenues
Rental income $ 59,64: $ — $ 44.30¢ $ 4,45¢  $ 108,40°
Residents fees and servic 35,98¢ — — 35,98¢
Total revenue 59,64: 35,98¢ 44,30¢ 4,45¢ 144,39
Expenses
Property operating expens — 26,24+ 13,57 — 39,81¢
Depreciatior 17,19: 3,87¢ 12,61 94¢ 34,62«
General and administrati — — — 8,06¢ 8,06¢
Acquisition related cost — — — 1,82¢ 1,82¢
Total expense 17,19: 30,11¢ 26,18¢ 10,84 84,33¢
Operating income (los! 42 ,45; 5,86¢ 18,12: (6,387 60,05«
Interest and other incon — — — 227 227
Interest expens (10,167 (2,819 (381) (14,767 (28,120
Equity in earnings of an invest — — 76 76
Income (loss) before income tax expe 32,28¢ 3,05¢ 17,74 (20,847 32,23%
Income tax expens — — — (43) (43)
Income (loss) from continuing operatic 32,28¢ 3,05¢ 17,74 (20,890 32,19
Discontinued operation
Income from discontinued operatic — — 1,05 — 1,057
Net income (loss $ 32,28¢ $ 3,058 $ 18,797 $ (20,890 $ 33,25!

Total asset

$ 1,756,89 $ 623,65 $ 1,885,999 $ 200,010 $ 4,466,55
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per shareaitaa otherwise stated)

Revenues
Rental income
Residents fees and servic
Total revenue

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

Operating income (lost

Interest and other incon

Interest expens

Loss on early extinguishment of de

Equity in earnings of an invest

Income (loss) before income tax expe

Income tax expens

Income (loss) from continuing operatic

Discontinued operation
Income from discontinued operatic
Impairment of assets from discontinued operat

Net income (loss

Total asset

For the Six Months Ended June 30, 201

Triple Net Managed
Senior Living Senior Living All Other
Communities Communities MOBs Operations Consolidated
$ 113,72 $ — $ 101,58: $ 8,84t $ 224,15(
— 149,68 — — 149,68
113,72 149,68 101,58:. 8,84t 373,83
— 116,13! 32,02¢ — 148,16:
33,93¢ 13,87 26,29( 1,89¢ 75,99¢
— — — 16,81¢ 16,81¢
— — — 2,18i 2,18i
4,371 — 1,304 — 5,67¢
38,30: 130,01. 59,62: 20,89¢ 248,84(
75,41¢ 19,67¢ 41,96( (12,059 124,99°
— — — 57C 57C
(13,060 (6,147 (2,739 (37,199 (59,13))
— — — (108) (108)
— — — 15E 15E
62,35¢ 13,53« 39,22¢ (48,630 66,48¢
— — — (280) (280)
62,35¢ 13,53¢ 39,22¢ (48,910 66,20¢
— — 2,52 — 2,527
— — (27,896 — (27,896
$ 62,35¢ $ 13,63 $ 13,85 $ (48,910 $ 40,83:
$ 182937 % 964,61( $ 1,742,121 $ 212,52¢ $ 4,748,63.
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per sharealtaa otherwise stated)

For the Six Months Ended June 30, 201

Triple Net Managed
Senior Living Senior Living All Other
Communities Communities MOBs Operations Consolidated
Revenues
Rental income $ 118,467 $ — $ 88,09C $ 8,87¢ $ 215,43!
Residents fees and servic — 71,55¢ — — 71,55¢
Total revenue 118,46° 71,55¢ 88,09( 8,87¢ 286,98¢
Expenses
Property operating expens — 51,74 26,56 — 78,30¢
Depreciatior 34,38: 7,58( 23,53¢ 1,89¢ 67,397
General and administrati — — 15,75:¢ 15,75:¢
Acquisition related cost — — — 2,69¢ 2,69¢
Impairment of asse — — 3,071 — 3,071
Total expense 34,38: 59,32: 53,17( 20,34 167,21¢
Operating income (lost 84,08 12,23 34,92( (11,465 119,77(
Interest and other incon — — — 70¢ 70¢
Interest expens (20,287 (5,86¢€) (799 (30,067) (57,009
Equity in earnings of an invest — — — 121 121
Income (loss) before income tax expe 63,797 6,36¢ 34,12% (40,699 63,59
Income tax expens — — — (247) (247)
Income (loss) from continuing operatic 63,791 6,36¢ 34,12% (40,945 63,34«
Discontinued operation
Income from discontinued operatic — — 2,25¢ — 2,25¢
Net income (loss $ 63,79° $ 6,36t $ 36,38¢ $ (40,945H $ 65,60
Total asset $ 1,756,89. $ 623,65: $ 1,885,99 $ 200,01 $ 4,466,55.

Note 10. Significant Tenant

Five Star is our former subsidiary. Rental incdnoen Five Star represented 44.0% of our annualieetal income and the properties Five
Star leases from us represented 41.9% of our imeds, at cost, as of June 30, 2013. As of Jup2@®, Five Star also managed 39 senior

living communities for our account.
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per shareaitaa otherwise stated)

Additional financial information about Five Star ylae found on the Securities and Exchange Comnmissiothe SEC's, website by entering
Five Star’'s name at http://www.sec.gov/edgar/seatghr/companysearch.html. Reference to Five Stimdncial information on this exten
website is presented to comply with applicable aoting regulations of the SEC. Except for suclaficial information contained therein a
required to be included herein under such reguiafigive Star’s public filings and other informatilmcated in external websites are not
incorporated by reference into these financiakst&ints. See Note 11 for further information rafgto our leases and management
arrangements with Five Star.

Note 11. Related Person Transactions

Five Star was formerly our 100% owned subsididfive Star is our largest tenant, we are Five Starigest stockholder and Five Star
manages several senior living communities forlns2001, we distributed substantially all of Fiveu&s then outstanding common shares to
our shareholders. As of June 30, 2013, we own2854000 shares of common stock of Five Star, oraqmately 8.8% of Five Star’s
outstanding shares of common stock. One of ourdgimy Trustees, Mr. Barry Portnoy, is also a mamggirector of Five Star. RMR
provides management services to both us and Fare St

As of June 30, 2013, we leased 188 senior livingrooinities and two rehabilitation hospitals to Ftar. Under Five Star’s leases with us,
Five Star pays us rent consisting of minimum anneal amounts plus percentage rent based on ig@agross revenues at certain
properties. Five Star’s total minimum annual ngayable to us as of June 30, 2013 was $198,98lding percentage rent. We recognized
total rental income from Five Star of $49,595 an8,942 for the three months ended June 30, 2012@t2), respectively, and $99,027 and
$97,753 for the six months ended June 30, 20128048, respectively. As of June 30, 2013 and Deegr@b, 2012, our rents receivable
from Five Star were $17,804 and $17,680, respdgtiaad those amounts are included in other agsetsr condensed consolidated balance
sheets. We had deferred percentage rent undériveiStar leases of $1,268 and $1,201 for the tmaeths ended June 30, 2013 and 2012,
respectively, and $2,517 and $2,412 for the sixthmended June 30, 2013 and 2012, respectivelydéémine percentage rent due under
our Five Star leases annually and recognize ieat gnd when all contingencies are met. Duringthenonths ended June 30, 2013, purs
to the terms of our leases with Five Star, we paseld $15,901 of improvements made to propertisgteto Five Star, and, as a result, the
annual rent payable to us by Five Star increaseabpyoximately $1,272.

As of June 30, 2013, Five Star managed 39 sewimglicommunities for our account. We lease oui@diving communities that are
managed by Five Star that include assisted livimigsuo our TRSs, and Five Star manages these caoitigrupursuant to long term
management agreements on substantially similarsteimconnection with the management agreemertsnd Five Star have entered into
three pooling agreements: two pooling agreemenishwytool our management agreements for commurhgsinclude assisted living units,
or the AL Pooling Agreements, and a third pooliggement, which pools our management agreementefomunities consisting only of
independent living units, or the IL Pooling AgreetheWe entered into the initial AL Pooling Agreemhén May 2011 and the second AL
Pooling Agreement in October 2012. In connectidih wntering into the second AL Pooling Agreemeve,and Five Star amended and
restated the initial AL Pooling Agreement so thian¢ludes only the management agreements for @ftifiied communities. The second AL
Pooling Agreement includes the management agresmanthe remaining communities that include assliditving units that Five Star
currently manages (other than with respect to émios living community in New York described below)Ve entered into the IL Pooling
Agreement in August 2012 and that agreement cuyremtiludes management agreements for two comnasikiat have only independent
living units. Each of the AL Pooling Agreementsiahe IL Pooling Agreement aggregates the detertmimaf fees and expenses of

15




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

the various communities that are subject to thdiegdgle pooling agreement, including determinatiohsur return on our invested capital
Five Star’s incentive fees. We incurred managerfem of $2,281 and $4,576 for the three and sinth®ended June 30, 2013, respectively,
and $1,080 and $2,148 for the three and six marided June 30, 2012, respectively, with respettte@ommunities Five Star manages.
These amounts are included in property operatipg®@ses in our condensed consolidated statemeintsamie and comprehensive income.
We expect that we may enter into additional managgrarrangements with Five Star for senior liviognemunities that we may acquire in
future on terms similar to those management arraegés we currently have with Five Star. For examgab noted in Note 3, we have ente
into agreements to acquire five senior living comitias. If these acquisitions are completed, witledase these communities to one or more
of our TRSs and we expect to enter into long teramagement agreements with Five Star to manage tbes@unities on terms similar to
those management arrangements we currently hakieRivié Star for communities that include assisiéidg units and that these managen
agreements would be added to the second AL PoAljngement or a new pooling agreement after the mmrmbcommunities included in the
second AL Pooling Agreement equals 20. These aitipuis are subject to due diligence and other itimms$ and there can be no assurance
that these acquisitions will be completed, thay thél not be delayed or that their terms will raftange.

We own a senior living community in New York with@living units, a portion of which is managed bye-Star pursuant to a long term
management agreement with us with respect to ¥hglunits at this community that are not subjedthie requirements of New York
healthcare licensing laws. The terms of this man@nt agreement are substantially consistent Withieérms of our other management
agreements with Five Star for communities thatudelassisted living units, except the managementéepay is equal to 5% of the gross
revenues realized at that portion of the commuanity there is no incentive fee payable by us to Btae. In order to accommodate certain
requirements of New York healthcare licensing laovee of our TRSs subleases the portion of this conityithat is subject to those
requirements to an entity, D&R Yonkers LLC, whishowned by our President and Chief Operating Qfficel our Treasurer and Chief
Financial Officer. Five Star manages this portidthe community pursuant to a long term manageragréement with D&R Yonkers LLC.
Under the sublease agreement, D&R Yonkers LLC ligated to pay rent only from available revenueseagated by the subleased commu
and our TRS is obligated to advance any rent shitsrtio D&R Yonkers LLC.

As discussed above in Note 5, in May 2011, we ane Star entered into the Bridge Loan, under whiehlent to Five Star $80,000 to fund a
portion of Five Star's purchase of six senior lyicommunities. In April 2012, Five Star repaidufl the $38,000 principal amount then
outstanding under the Bridge Loan, resulting intdrenination of the Bridge Loan. We recognize@iast income from the Bridge Loan of
$39 and $314 for the three and six months endeel 30n2012, respectively.

We have no employees. Personnel and various ssrvie require to operate our business are provideds by RMR. We have two
agreements with RMR to provide management and aslrative services to us: (1) a business manageatgaement, which relates to our
business generally, and (2) a property managengeeément, which relates to the property level ajara of our MOBs.

Under our business management agreement with RMRcknowledge that RMR also provides managemewicssrto other companies,
which include Five Star. One of our Managing Teest Mr. Barry Portnoy, is Chairman, majority owaed an employee of RMR. Our
other Managing Trustee, Mr. Adam Portnoy, is the gbMr. Barry Portnoy, and an owner, Presidenie€Executive Officer and a director
of RMR. Each of our executive officers is alsoddificer of RMR, and our President and Chief Opa@tDfficer, Mr. David Hegarty, is a
director of RMR. Five Star's President and Chigé&utive Officer and its Chief Financial Officercamreasurer are officers of RMR. Our
Independent Trustees also
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per sharealtaa otherwise stated)

serve as independent directors or independenetsistf other public companies to which RMR providesagement services. Mr. Barry
Portnoy serves as a managing director or managistee of those companies, including Five Star,MndAdam Portnoy serves as a
managing trustee of a majority of those compartiesnot Five Star. In addition, officers of RMRn&e as officers of those companies.

Pursuant to our business management agreemenRMB), we recognized business management fees 03 $66d $6,367 for the three
months ended June 30, 2013 and 2012, respectamaty$13,241 and $12,727 for the six months ended 30, 2013 and 2012, respectively.
These amounts are included in general and adndtistrexpenses in our condensed consolidated staterof income and comprehensive
income. In March 2013, we issued 21,968 of ourmoam shares to RMR for an incentive fee payableNtiRRor 2012 services, in
accordance with the terms of our business managesgesement.

In connection with our property management agre¢mviéh RMR, we recognized aggregate property mamege and construction
supervision fees of $1,659 and $1,424 for the thmerths ended June 30, 2013 and 2012, respectamdy$3,259 and $2,770 for the six
months ended June 30, 2013 and 2012, respectifdélgse amounts are included in property operatipgmrses or have been capitalized, as
appropriate, in our condensed consolidated balsheets.

We, RMR, Five Star and five other companies to WHRMR provides management services each curremttyl®.5% of Affiliates Insurance
Company, or AIC, an Indiana insurance company.oftur Trustees, all of the trustees and direatbthe other publicly held AIC
shareholders and nearly all of the directors of R&dRently serve on the board of directors of AIRRMR provides management and
administrative services to AIC pursuant to a managd and administrative services agreement with. AIC

As of June 30, 2013, we have invested $5,209 in #\Ce its formation in November 2008. Although aven less than 20% of AIC, we use
the equity method to account for this investmermilise we believe that we have significant influemaer AIC because all of our Trustees
also directors of AIC. Our investment in AIC hadaarying value of $5,703 and $5,629 as of Jun&803 and December 31, 2012,
respectively, which amounts are include in otheetson our condensed consolidated balance shéetsecognized income of $79 and $76
for the three months ended June 30, 2013 and 284@ectively, and $155 and $121 for the six moatided June 30, 2013 and 2012,
respectively, related to our investment in AIC. Wl the other shareholders of AIC have purchasguepty insurance providing $500,000
of coverage pursuant to an insurance program agthhg AlIC and with respect to which AIC is a reireswf certain coverage amounts. This
program was modified and extended in June 2013 fare year term, and we paid a premium, inclucingg and fees, of $4,748 in
connection with that renewal, which amount may djested from time to time as we acquire or dispafgeroperties that are included in this
program. We periodically consider the possib#itier expanding our insurance relationships witkl &b include other types of insurance and
may in the future participate in additional inswrarmfferings AIC may provide or arrange. We maxest additional amounts in AIC in the
future if the expansion of this insurance businesgsiires additional capital, but we are not obkgatio do so. By participating in this
insurance business with RMR and the other compaaiefich RMR provides management services, we &xpat we may benefit
financially by possibly reducing our insurance exges or by realizing our pro rata share of anyisrof this insurance business.
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(dollar amounts in thousands, except per sharealtaa otherwise stated)

Note 12. Income Taxes

We have elected to be taxed as a real estate imgastrust, or REIT, under the Internal RevenueeCaid1 986, as amended, and as such, are
generally not subject to federal and most staterirectaxation on our operating income provided vegrithiute our taxable income to our
shareholders and meet certain organization andatpgrequirements. We do, however, lease certaimaged senior living communities to
our wholly owned TRSs that, unlike most of our sdiasies, file a separate consolidated federal @@ie income tax return and are subject to
federal and state income taxes. Our consolidaiteohie tax provision includes the income tax pravigielated to the operations of our TRSs
and certain state income taxes we incur despit&@&lif status. During the three and six months dnlime 30, 2013, we recognized current
income tax expense of $140 and $280, respectiielying the three and six months ended 2012, wegrézed current income tax expense of
$43 and $247, respectively.
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Item 2. Management’s Discussion and Analysis of Rancial Condition and Results of Operations.

The following discussion should be read in conjiorctvith our condensed consolidated financial shetets and notes thereto
included in this Quarterly Report on Form 10-Q and Annual Report. We are a REIT organized underyMad law.

PORTFOLIO OVERVIEW &

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

Number of Investment per
Number of Units/Beds or Investment % of Total Unit / Bed or Q22013 % of Q2 2013

(As of June 30, 2013 Properties Square Feet Carrying Value @ Investment Square Foot® NOI ¥ NOI
Eacility Type
Independent livin@® 62 15,17¢ $ 1,864,62: 35.6% $ 122,86° $ 33,22¢ 29.6%
Assisted living® 151 11,15¢ 1,284,41. 24.5% $ 115,11: 33,04( 29.4%
Nursing home® 48 5,02¢ 210,34t 40% % 41,86¢ 4,35¢ 3.9%
Rehabilitation hospital 2 364 78,38: 15% $ 215,33! 2,73( 2.4%

Subtotal senior living communitie 262 31,72. 3,437,77! 65.6% $ 108,37: 73,357 65.3%
MOBs 11& 7,714,001 sq. ft. 1,599,41 308% $ 207 34,64¢ 30.8%
Wellness center 1C 812,00( sq. ft. 180,01 36% $ 222 4,441 3.9%

Total 38¢€ $ 5,217,20. 100.0% $ 112,44 100.0%
Tenant / Operator / Managed Proper®
Five Star (Lease No. : 91 6,731 699,26¢ 133% $ 103,88t 14,71: 13.1%
Five Star (Lease No. : 53 7,56¢ 755,44( 14.4% $ 99,87: 17,73( 15.7%
Five Star (Lease No. . 17 3,281 350,99¢ 6.7% $ 106,97 8,51¢ 7.5%
Five Star (Lease No. ¢ 28 3,33t 387,36 7.4% $ 116,15( 8,63« 7.7%

Subtotal Five Sta 19C 20,91: 2,193,06: 41.8% $ 104,87¢ 49,59¢ 44.0%
Sunrise / Marriot® 4 1,61¢ 126,32¢ 2.4% $ 78,027 3,13 2.9%
Brookdale 18 894 61,12: 2%  $ 68,36¢ 1,75¢ 1.5%
6 private senior living companies (combini 12 1,62( 94,17( 18% $ 58,13( 2,47¢ 2.2%
Managed senior living communiti(? 39 6,67¢ 963,09( 184% $ 144,21¢ 16,40( 14.7%

Subtotal senior living communitie 262 31,72. 3,437,77! 65.6% $ 108,37: 73,35 65.3%
Multi-tenant MOBs 11& 7,714,001 sq. ft. 1,599,41 308% $ 207 34,64¢ 30.8%
Wellness center 1C 812,00( sq. ft. 180,01 3.6% $ 222 4,441 3.9%

Total 38¢ $ 5,217,20: 100.0% $ 112,44 100.0%

Tenant / Managed Property Operating Statisticg®

Rent Coverage Occupancy
2013 2012 2013 2012

Five Star (Lease No. : 1.21» 1.18» 84.7% 84.1%
Five Star (Lease No. : 1.17» 1.27» 81.2% 81.9%
Five Star (Lease No. « 1.67> 1.71» 88.8% 89.6%
Five Star (Lease No. « 1.18» 1.17» 85.7% 85.4%

Subtotal Five Sta 1.27» 1.30» 84.2% 84.4%
Sunrise / Marriot®) 1.89x 1.97x 93.2% 93.0%
Brookdale 2.48y 2.24y 95.2% 92.7%
6 private senior living companies (combin 2.12» 2.78> 83.6% 83.8%
Managed senior living communiti( NA NA 87.3% 86.6%

Subtotal senior living communitie 1.38» 1.41» 85.6% 85.4%
Multi-tenant MOBs NA NA 94.1% 93.9%
Wellness centet 2.21» 2.16» 100.0% 100.0%

Total 1.44> 1.46>
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3z

Excludes properties classified in discontinued apiens.

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

Represents investment carrying value divided byntimaber of living units, beds or leased squaredédtne 30, 2013.

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

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

Marriott International, Inc. guarantees the lesse@dligations under these leases.

These 39 managed senior living communities areetbesour TRSs and managed by Five Star. The aoaydor the twelve month
period ended, or, if shorter, from the date of dsitjans through June 30, 2013 was 87.3%.

Operating data for multi-tenant MOBs are preseatedf June 30, 2013 and 2012; operating data far groperties, tenants and
managers are presented based upon the operatiig ®vided by our tenants and managers for hmdnths ended March 31, 2013
and 2012, or the most recent prior period for wheant operating results are available to us.t B@rerage is calculated as operating
cash flow from our tenants’ operations of our prtips, before subordinated charges, if any, dividgdents payable to us. We have not
independently verified our tenants’ operating dafae table excludes data for periods prior to@mmnership of some of these properties.
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The following tables set forth information regamgliour lease expirations as of June 30, 2013 (doifathousands):

Percent of Cumulative
Annualized Rental Income® @) Total Percentage o
Triple Net Senior Annualized Annualized
Living Wellness Rental Income Rental Income
Year Communities MOBs Centers Total Expiring Expiring
2013 $ — 3 11,90 $ — 8 11,90¢ 2.6% 2.6%
2014 — 18,16 — 18,16 4.0% 6.6%
2015 3,03¢ 20,57: — 23,61( 5.1% 11.8%
2016 — 21,31 — 21,31 4.6% 16.4%
2017 44,39 25,59¢ — 69,98¢ 15.2% 31.6%
2018 14,47 20,60¢ — 35,08: 7.6% 39.2%
2019 59¢ 29,69 — 30,29( 6.6% 45.8%
2020 — 11,84¢ — 11,84¢ 2.6% 48.3%
2021 1,424 5,131 — 6,55¢ 1.4% 49.7%
Thereafte! 173,57. 39,28¢ 17,53¢ 230,39 50.3% 100.0%
Total $ 237,50 $ 204,11 $ 17,53t $ 459,15¢ 100.0¥%

Average remaining lease term for all propertiesigiveed by annualized rental income): 8.5 years

@ Annualized rental income is rents pursuant to axddeases as of June 30, 2013, including estimagecentage rents, straight |
rent adjustments, estimated recurring expense rggements for certain net and modified gross leasdexcluding lease value
amortization at certain of our MOBs and wellnessters. Excludes properties classified in discorthaperations.

@ Excludes rent received from our managed seniandiciommunities leased to our TRSs. If the NOI fiaum TRSs (three months
ended June 30, 2013, annualized) were includekifiaregoing table, the percent of total annualizedal income expiring
would be: 2013 — 2.3%; 2014 — 3.5%; 2015 — 4.5%46204.1%; 2017 — 13.3%; 2018 — 6.7%; 2019 — 53020 — 2.3%; 2021 —
1.2% and thereafter — 56.5%.
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Cumulative

Percent of Percentage
Total of Number
Number of Tenants @ Number of of
Senior Living Wellness Tenancies Tenancies
Year Communities @) MOBs Centers Total Expiring Expiring
2013 — 79 — 79 13.2% 13.2%
2014 — 107 — 107 17.9% 31.1%
2015 3 92 — 95 15.9% 47.0%
2016 — 71 — 71 11.9% 58.9%
2017 2 74 — 76 12.7% 71.6%
2018 1 60 — 61 10.2% 81.8%
2019 1 33 — 34 5.7% 87.5%
2020 — 22 — 22 3.7% 91.2%
2021 1 12 — 13 2.2% 93.4%
Thereaftel 4 34 2 40 6.6% 100.0%
Total 12 584 2 59¢ 99.7%

(1)
)

Excludes properties classified in discontinued apens.
Excludes our managed senior living communitiesddds our TRSs as tenants.
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Number of Living Units / Beds or Square Feet with leases Expiring ()

Living Units / Beds® Square Feel
Cumulative
Triple Net Percent of Percentage o Wellness Percent of Cumulative
Senior Living Total Living Living Units / Centers Total Percent of
Communities Units / Beds Beds MOBs (Square Total Square Square Feet Total Square
Year (Units / Beds) Expiring Expiring (Square Feet) Feet) Feet Expiring Feet Expiring
2013 — 0.0% 0.0% 407,45: — 407,45: 5.0% 5.0%
2014 — 0.0% 0.0% 548,24( — 548,24( 6.8% 11.8%
2015 427 1.7% 1.7% 832,48: — 832,48: 10.3% 22.1%
2016 — 0.0% 1.7% 913,40¢ — 913,40¢ 11.3% 33.4%
2017 4,22¢ 16.9% 18.6% 1,010,37! — 1,010,37! 12.5% 45.9%
2018 1,61¢ 6.5% 25.1% 599,26: — 599,26: 7.4% 53.3%
2019 17& 0.7% 25.8% 942,07¢ — 942,07¢ 11.7% 65.0%
2020 — 0.0% 25.8% 519,67: — 519,67: 6.4% 71.4%
2021 361 1.4% 27.2% 201,36( — 201,36( 2.6% 74.0%
Thereaftel 18,23; 72.8% 100.0% 1,286,86! 812,00( 2,098,86! 26.0% 100.0%
- 25,04« 100.0% 7,261,19. 812,00( 8,073,19. 100.0%

(1)
2

Excludes properties classified in discontinued apens.
Excludes 6,682 living units from our managed selinimg communities leased to our TRSs. If the nemaf living units include

in our TRS leases were included in the foregoifigtahe percent of total living units / beds ekmgirwould be: 2013, 2014 —
0.0%; 2015 — 1.3%; 2016 — 0.0%; 2017 — 13.3%; 2058.%; 2019 — 0.6%; 2020 — 0.0%; 2021 — 1.1% hackafter — 78.6%.

During the three months ended June 30, 2013, waraxhinto MOB lease renewals for 83,000 squarediegtnew leases for 18,000
square feet, at weighted average rental ratesvibr@ 2.9% above rents previously charged for theesspace. These leases produce average
net rent of $35.87 per square foot. Average léases for leases entered into during the secondejuaf 2013 were 3.6 years. Commitme
for tenant improvement, leasing commission costs@mcessions for leases we entered into duringebend quarter of 2013 totaled $0.7
million, or $7.02 per square foot on average (apipnately $1.95 per square foot per year of thedeasm).

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

We have four operating segments, of which threeepertable operating segments: (i) triple net@eliving communities that
provide short term and long term residential caie dining services for residents, (ii) manageda@eliring communities that provide short
term and long term residential care and diningises/for residents and (iii) MOBs. Our triple netdananaged senior living communities
include independent living communities, assisteithgj communities, SNFs and two rehabilitation htapi Properties in the MOB segment
include medical office, clinic and biotech laborgtbuildings. The “All Other” category in the follving table includes amounts related to
corporate business activities and the operatingjteesf certain properties that offer fitness, wells and spa services to members.
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Three Months Ended Six Months Ended

June 30, June 30,
2013 2012 2013 2012
Revenues
Triple net senior living communitie $ 56,957 $ 59,64: $ 113,720 $ 118,46
Managed senior living communiti 74,63 35,98t¢ 149,68 71,55¢
MOBs 50,89¢ 44,30¢ 101,58: 88,09(
All other operation: 4,441 4,45¢ 8,84 8,87¢
Total revenue $ 186,92 $ 144,39: $ 37383 % 286,98
Net income:
Triple net senior living communitie $ 28,97. $ 32,28¢ $ 62,35¢ $ 63,79’
Managed senior living communiti 6,29¢ 3,05¢ 13,53¢ 6,365
MOBs (6,425 18,797 13,85:¢ 36,38¢
All other operation: (23,247 (20,890 (48,910 (40,945
Net income $ 559 $ 33,25 $ 40,83 $ 65,60:

The following sections analyze and discuss theltestioperations of each of our segments for #réopls presented.

Three Months Ended June 30, 2013 Compared to Thredonths Ended June 30, 2012 (dollars in thousands):

Unless otherwise indicated, references in this@etd changes or comparisons of results, incomexpenses refer to comparisons of the
second quarter 2013 results against the compa2il2 period.

Triple net senior living communities

All Properties Comparable Properties ()
As of and for the Three Months As of and for the Three Months
Ended June 30 Ended June 30
2013 2012 2013 2012

Total propertie<? 224 22¢ 21¢ 21¢
# of units / bed: 25,04 26,85¢ 24,38: 24,38
Occupancy 85.6% 85.4% 85.2% 85.2%
Rent coverag® 1.38» 1.41» 1.38» 141

(M Consists of triple net senior living communities nsve owned continuously since April 1, 2012.

@  Reflects the transfer of ten communities previotisple net leased to Sunrise Senior Living, le.Sunrise, in the third and fourth
quarter of 2012 to our TRS and managed by Five Saatially offset by additional triple net leagaperties we acquired since
April 1, 2012.
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@)  All tenant operating data presented are based thoaperating results provided by our tenantster2 months ended March 31,
2013 and 2012 or the most recent prior period floictvtenant operating results are available toRsnt coverage is calculated as
operating cash flow from our triple-net lease tegapperations of our properties, before subordidatharges, if any, divided by
triple-net lease minimum rents payable to us. \Aemot independently verified our tenamiperating data. The table excludes
for periods prior to our ownership of some of thpeaperties.

Triple net senior living communities, all propesgtie

Three Months Ended June 30

2013 2012 Change % Change

Rental income $ 56,957 $ 59,64: $ (2,68¢6) (4.5%)
Net operating income (NO 56,95’ 59,64: (2,68€) (4.5%)
Depreciation expens (17,019 (17,19) 172 1.0%
Impairment of asse (4,37 — (4,37 (100.0%)
Operating incom: 35,56 42,45; (6,885 (16.2%)
Interest expens (6,596 (10,167 3,561 35.1%

Net income $ 28,97 $ 32,28¢ $ (3,319 (10.3%)

Except as noted below under “Rental income”, weshaot included a discussion and analysis of theltsesf our comparable properties data
for the triple net senior living communities segrnas we believe that a comparison of the resuitsdio comparable properties for our triple
net senior living communities segment is generadigsistent from quarter to quarter and a compaisont meaningful.

Rental income Rental income decreased due to the transfer ithtteeand fourth quarter of 2012 of ten commumifigeviously triple net
leased to our managed senior living communitiess @hcrease was partially offset by our acquisitbfour triple net leased communities
during the third quarter of 2012 for approximat®86,500 and one community acquired in January 201$22,350 which are leased by a
private tenant and our purchase of approximate®; B of improvements made to our properties whiehleased by Five Star since April 1,
2012. Rental income increased year over year amgarable property basis primarily as a resulhefimprovement purchases from Five
Star at certain of the 219 communities we have avwamatinuously since April 1, 2012.

Net operating income¢ NOI decreased because of the changes in rectahi@ described above. We do not incur propertyatipg expenses
at our triple net senior living communities, asshexpenses are paid by our tenants. Accordingtyakincome is the same as NOI. The
reconciliation of NOI to net income for our triphet senior living communities segment is showrhtable above. Our definition of NOI
and our consolidated reconciliation of NOI to metdme are included below in “Non-GAAP Financial Mekes”.

Depreciation expens: Depreciation expense decreased as a result tfahefer in the third and fourth quarter of 20£2em communities
previously triple net leased to our TRSs. This dase was partially offset as a
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result of our acquisition of five triple net leasssmmunities since April 1, 2012 and our purchdsenprovements made to our properties
which are leased by Five Star since April 1, 2012.

Impairment of assetDuring the three months ended June 30, 2013, warded impairment of assets charges of $4,371 taceethe carryin
value of four of our senior living communities teetr estimated net sale price.

Interest expensi Interest expense for our triple net senior livimgnmunities arises from mortgage debt secureceligia of these

properties. The decrease in interest expense iefult of the repayment of 17 mortgage loankeérnsecond quarter of 2012 that had a total
principal balance of $33,381 and a weighted avenatgeest rate of 6.89%, the prepayment of $199¢ifdur Federal National Mortgage
Association secured term loan in August 2012 tlaltdn interest rate of 6.4%, the prepayment of lfmams in the second quarter of 2013 that
had a total principal balance of $10,377 and a teidjaverage interest rate of 6.1%, as well asethpelarly scheduled amortization of our
mortgage debt, partially offset by mortgage debassumed in connection with our acquisition of ma@eiving community in January 2013
triple net leased to a privately owned operator.
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Managed senior living communities:

All Properties Comparable Properties (@)
As of and for the Three Months As of and for the Three Months
Ended June 30, Ended June 30,
2013 2012 2013 2012
Total properties 39 24 23 23
# of units / bed. 6,67¢ 3,48: 3,41¢ 3,41¢
Occupancy 87.4% 87.7% 91.5% 87.6%
Average monthly rat 4,21¢ 3,92¢ 3,951 3,927

(M Consists of managed senior living communities weet@vned continuously since April 1, 2012.

Managed senior living communities, all properties

Three Months Ended June 30

2013 2012 Change % Change

Residents fees and servic $ 7463. $ 3598t $ 38,64: 107.4%
Property operating expens (58,23)) (26,24¢) (31,989 (121.9%)
Net operating income (NO 16,40( 9,74z 6,65¢ 68.3%
Depreciation expens (7,02¢) (3,879 (3,159 (81.4%)
Operating incom: 9,372 5,86¢ 3,50¢ 59.7%
Interest expens (3,079 (2,813 (260) (9.2%)

Net income $ 6,29¢ $ 3,068 $ 3,24¢ 106.2%

Residents fees and servic Residents fees and services are the revenuesiesiroar managed senior living communities. We gacte
these revenues as services are provided. Theageie residents fees and services primarily rétatiee acquisition of six managed senior
living communities since April 1, 2012 and the newes earned at the ten senior living communitiaswrere formerly leased to Sunrise wt
the leaseholds were transferred to our TRS duhiaghird and fourth quarters of 2012.

Property operating expense Property operating expenses include expensesré@ttat our managed senior living communities duey t
consist of management fees, real estate taxeity etipense, salaries and benefits of propertyl lpgesonnel, repairs and maintenance
expense, cleaning expense and other direct cotie®d operating properties. The increase in ptpp@erating expenses primarily relates to
the acquisition of six managed senior living comitias since April 1, 2012 and the expenses incuatdtie ten senior living communities
that were formerly leased to Sunrise where theelsalsls were transferred to our TRS during the third fourth quarters of 2012.
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Net operating income NOI increased because of the changes in resiflsggsand services and property operating expefesesibed above.
The reconciliation of NOI to net income for our raged senior living communities segment is showthéntable above. Our definition of
NOI and our consolidated reconciliation of NOI &t income are included below“Non-GAAP Financial Measures”.

Depreciation expens: Depreciation expense increased primarily as @trefacquisitions of managed senior living comiities since
April 1, 2012 and the transfer of ten senior livc@mmunities that were formerly triple net lease&tinrise to one of our TRSs in the third
and fourth quarters of 2012.

Interest Expensdnterest expense for our managed senior living canities arises from mortgage debt secured by ceofaihese propertie:
The increase in interest expense is the resultiodssumption of $41,814 of mortgage debt with mykted average interest rate of 5.8% in
connection with our acquisition of three commumsitsince April 1, 2012.

Managed senior living communities, comparable priige (managed senior living communities we hava@svcontinuously since April 1,

2012):

Three Months Ended June 30

2013 2012 Change % Change

Residents fees and servic $ 37,45¢ % 3573 % 1,72¢ 4.8%
Property operating expens (26,985 (26,02€) (959) (3.7%)
Net operating income (NO 10,47 9,70¢ 77C 7.9%
Depreciation expens (3,849 (3,827) (27) (0.7%)
Operating incom: 6,62°¢ 5,88 743 12.6%
Interest expens (2,739 (2,79%) 61 2.2%

Net income $ 3,891 $ 3,08 $ 804 26.0%

Residents fees and servic We recognize residents fees and services as ssraie provided. Our residents fees and servicesased year
over year on a comparable property basis becausgaofges in occupancy mix and an increase in agamathly rates charged to residen
the 23 communities we have owned continuously shpd 1, 2012.

Property operating expense Property operating expenses consist of propeaiyagement fees, real estate taxes, utility expeasajes and
benefit costs of property level personnel, repaimd maintenance expense, cleaning expense andditbetrcosts of operating properties.
Property operating expenses increased principaltgabse of an increase in utility expenses, reateeixes, insurance, and other direct costs
of operating properties.

Net operating income NOI increased because of the changes in resiflsggsand services and property operating expelesesibed above.
The reconciliation of NOI to net income for our raged senior living communities segment, comparpiiperties, is shown in the table
above. Our definition of NOI and our consolidatedonciliation of NOI to net income are includeddvein “Non-GAAP Financial
Measures”.
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Depreciation expens Depreciation expense increased as a result giunehase of improvements made to our properties.

Interest expensinterest expense for our managed senior living canities arises from mortgage debt secured by ceofathese properties
Interest expense decreased as a result of regslargduled amortization of our mortgage debt.
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MOBs:

All Properties ()

Comparable Properties () )

As of and for the Three Months
Ended June 30,

As of and for the Three Months
Ended June 30,

2013 2012 2013 2012
Total properties 11t 10t 9¢ 99
Total square fee® 7,714 7,23t 6,65¢ 6,65¢
Occupancy® 94.1% 93.9% 93.6% 95.3%

C

Excludes properties classified in discontinued afiens.

3

Consists of MOBs we have owned continuously sinpglA, 2012. One MOB which was sold in July 201#lane MOB which

was vacated in February 2012 that is scheduleddorolition are excluded.

3

occupied or is being offered for sublease by temant

Prior periods exclude space remeasurements maohgydbe periods presented.
MOB occupancy includes (i) space being fitted autdccupancy pursuant to existing leases andp@ts which is leased, but is not

MOBSs, all propetrties:
Three Months Ended June 30
2013 2012 Change % Change

Rental income $ 50,89¢ $ 44.30¢ $ 6,59¢ 14.9%
Property operating expens (16,257 (13,579 (2,679 (19.7%)
Net operating income (NO 34,64¢ 30,73: 3,91¢ 12.7%
Depreciation / amortization exper (13,30 (12,617 (690) (5.5%)
Operating incom: 21,34¢ 18,12 3,22¢ 17.8%
Interest expens (1,387) (38)) (1,006) (264.0%)

Income from continuing operatiol 19,95¢ 17,74( 2,21¢ 12.5%
Discontinued operation

Income from discontinued operatia 1,51: 1,057 45¢€ (43.1%)

Impairment of assets from discontinued operat (27,896 — (27,896 (100.0%)
Net (loss) incomi $ (6,425 $ 18,790 $ (25,22) 134.2%

Rental income Rental income increased because of rents from @88Me acquired for approximately $278,295 sincelAp 2012,
partially offset by the sale of one MOB for appmxgitely $1,100 in July 2012. Rental income includes-cash straight line rent adjustments
totaling $1,645 and $1,659 and amortization of apipnately $(971) and $753 of acquired in place esthte leases and obligations for the

three months ended June 30, 2013 and 2012, resggcti
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Property operating expense Property operating expenses consist of propeaiyagement fees, real estate taxes, utility expeasajes and
benefit costs of property level personnel, repaimd maintenance expense, cleaning expense andditbetrcosts of operating properties.
Property operating expenses increased primarilgleee of our MOB acquisitions since April 1, 2012rtilly offset by the sale of one MOB
in July 2012.

Net operating income¢ NOI increased because of the changes in rergaiie and property operating expenses describedabide
reconciliation of NOI to net income for our MOB segnt is shown in the table above. Our definitibiN®I and our consolidated
reconciliation of NOI to net income are includeddvein “Non-GAAP Financial Measures”.

Depreciation / amortization expens Depreciation / amortization expense increasatamily because of our MOB acquisitions since Afril
2012, partially offset by the sale of one MOB iyJ2012.

Interest expensi Interest expense for our MOBs arises from morgdept secured by certain of these properties. chhage in interest
expense is the result of our assumption of $73gf@8ortgage debt in connection with our acquisitddnhree MOBs since April 1, 2012 with
a weighted average interest rate of 5.9%, partéfiset by the repayment of one mortgage loan inl/&R012 that had a principal balance of
approximately $2,330 and an interest rate of 6.38Bththe regularly scheduled amortization of ourtgame debt.

Income from discontinued operatiollncome from discontinued operations relates testheen MOBs classified as held for sale as of JOne 3
2013. The increase in income is due to no longpretgating the assets as of the date they metetaefr sale criteria established under
GAAP.

Impairment of assets from discontinued operatiDuring the three months ended June 30, 2013, weded impairment of assets charge
$27,896 to reduce the carrying value of seven olMDBs to their estimated net sale price.

MOBSs, comparable properti¢®IOBs we have owned continuously since April 1, 209 :

Three Months Ended June 30

2013 2012 Change % Change

Rental income $ 4267¢ $ 43,60. $ (921) (2.1%)
Property operating expens (13,446 (13,340 (10€) (0.8%)
Net operating income (NO 29,23: 30,26! (1,02¢) (3.4%)
Depreciation / amortization

expenst (10,577 (12,18)) 1,61( 13.2%
Operating incom: 18,66 18,08( 582 3.2%
Interest expens (282) (375) 93 24.9%

Net income $ 18,37¢ $ 17,70¢ $ 67E 3.8%

(O Excludes properties classified in discontinued afiens.
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Rental income Rental income decreased as a result of a reduictismme store occupancy from 95.3% at June 3@ &0%93.6% at June 30,
2013, mainly caused by the termination of certaimant leases.

Property operating expense Property operating expenses consist of propeayagement fees, real estate taxes, utility expeasarjes and
benefit costs of property level personnel, repaimd maintenance expense, cleaning expense andditbetrcosts of operating properties.
Property operating expenses increased principaltpbse of an increase in utility expenses, reateeixes, insurance, and other direct costs
of operating properties.

Net operating income¢ NOI decreased because of the changes in rectahi@ and property operating expenses describeckabidwe
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 Meastire

Depreciation /amortization expens Depreciation / amortization expense decreasedapily because of a reduction in amortization af\ab
and below market lease adjustments that we amartigethe respective lease terms, partially offsean increase in the amortization of
leasing costs.

Interest expensi Interest expense for our MOBs arises from morgagpt secured by certain of these properties. chibage in interest
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% and the regularly scheduled amoitimaif our mortgage debt.

All other operations

Three Months Ended June 30

2013 2012 Change % Change
Rental income $ 4,441 $ 4,45¢ $ (17) -0.4%
Expenses
Depreciatior 94¢ 94¢ — —
General and administrati 8,16¢ 8,06¢ 10C 1.2%
Acquisition related cost 292 1,82¢ (1,537 (84.0%)
Total expense 9,40¢ 10,84 (1,439 -13.3%
Operating los! (4,967) (6,387 1,42C 22.2%
Interest and other incon 397 227 17¢ 74.9%
Interest expens (18,51) (14,767 (3,749 (25.4%)
Loss on early extinguishment of d¢ (10%) — (10%) (100.0%)
Equity in earnings of an invest 79 76 3 3.9%
Loss before income tax exper (23,107 (20,84%) (2,260 (10.8%)
Income tax expens (140 (43) (97) (225.6%)
Net loss $ (23,24) $ (20,890 $ (2,357) (11.3%)

@) All other operations includes our wellness cenferations that we do not consider a significargasately reportable segment of
business and corporate business activities, andpmnating expenses that are not attributablesgeaific reportable segment.
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Rental income Rental income includes non-cash straight line aglfiistments totaling approximately $365 and arpatittn of approximately
$55 of acquired real estate leases and obligatiohsth the three months ended June 30, 2013 ah2l 20

Depreciation expens: Depreciation expense remained consistent as wealichake any wellness center acquisitions nortahpi
improvements for the three months ended June 3@ aAd 2012 and we generally depreciate our loamagl iwellness center assets on a
straight line basis.

General and administrative expens&eneral and administrative expenses consistesfd@ad expenses of our trustees, fees pursuaut to o
business management agreement with RMR, equity ensgtion expense, legal and accounting fees aed otists relating to our status as a
publicly traded company. General and administeatixpenses increased principally as a result choguisitions of senior living
communities and MOBs since April 1, 2012, partialffset by the sale of one MOB in July 2012.

Acquisition related cost: Acquisition related costs represent legal anddiligence costs incurred in connection with ougjusition activity
during the three months ended June 30, 2013 a2l 28dquisition related costs decreased as a resléss senior living and MOB
acquisition activity during the three months endade 30, 2013 than the prior year period.

Interest and other incom The decrease in interest and other income isgifyndue to the elimination of interest receiveoni our Bridge
Loan with Five Star that was repaid in April 2012terest and other income also includes interesiw investable cash and dividend income
related to the 250,000 common shares of CWH thadwre

Interest expens: Interest expense increased because of our iss@fi$850,000 of unsecured senior notes with arést rate of 5.625% in
July 2012, partially offset by lower amounts outstiag under our revolving credit facility. Our wghited average balance outstanding and
interest rate under our revolving credit facilitpsv$11,538 and 2.6%, and $273,835 and 1.8%, fadhtee months ended June 30, 2013 and
2012, respectively.

Loss on early extinguishment of de In June 2013, we prepaid four mortgage loansmabeuning four of our properties for $10,377 that had
maturity dates in 2013. The loss is a result ofgfemium paid to prepay these mortgages priorad thaturity dates.

Equity in earnings of an investe Equity in earnings of an investee representgoaportionate share of earnings from AIC.
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Six Months Ended June 30, 2013 Compared to Six Mom$é Ended June 30, 2012 (dollars in thousands):

Triple net senior living communities:

All Properties Comparable Properties @)
As of and for the Six Months As of and for the Six Months
Ended June 30 Ended June 30
2013 2012 2013 2012

Total propertied® 224 22¢ 21¢ 21¢
# of units / bed. 25,04 26,85¢ 24,38 24,38
Occupancy 85.6% 85.4% 85.2% 85.2%
Rent coverag® 1.38» 1.41» 1.38» 1.41>

() Consists of triple net senior living communities e owned continuously since January 1, 2012.

@ Reflects the transfer of ten communities previotispie net leased to Sunrise in the third and ttogquarter of 2012 to our TRS and
managed by Five Star, partially offset by additidniale net leased properties we acquired sindg Ju2012.

@  All tenant operating data presented are based thgooperating results provided by our tenantsHerl2 months ended March 31,
2013 and 2012 or the most recent prior period floictvtenant operating results are available toRsnt coverage is calculated as
operating cash flow from our triple-net lease teésamperations of our properties, before subordidatharges, if any, divided by
triple-net lease minimum rents payable to us. \Alemot independently verified our tenamperating data. The table excludes
for periods prior to our ownership of some of thpegperties.
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Triple net senior living communities, all propestie

Six Months Ended June 30

2013 2012 Change % Change

Rental income $ 113,72 $ 118,46 $ (4,749 (4.0%)
Net operating income (NO 113,72: 118,46 (4,749 (4.0%)
Depreciation expens (33,93¢) (34,387 447 1.3%
Impairment of asse (4,37)) (4,37 (100.0%)
Operating incom: 75,41¢ 84,08¢ (8,669 (10.3%)
Interest expens (13,060) (20,287 7,22 35.6%

Net income $ 62,35¢ $ 63,797 $ (1,44 (2.3%)

Except as noted below under “Rental income”, weshast included a discussion and analysis of theltseef our comparable properties data
for the triple net senior living communities segihas we believe that a comparison of the resuitedio comparable properties for our triple
net senior living communities segment is generediysistent from period to period and a comparisamt meaningful.

Rental income Rental income decreased due to the transfer ithtteeand fourth quarter of 2012 of ten commusifpeeviously triple net
leased to our managed senior living communitiess @hcrease was partially offset by our acquisitibfour triple net leased communities
during the third quarter of 2012 for approximat®86,500 and one community acquired in January 201822,350 which are leased by a
private tenant and our purchase of approximate;421 of improvements made to our properties whiehleased by Five Star since
January 1, 2012. Rental income increased yeary@aron a comparable property basis primarily gesalt of the improvement purchases
from Five Star at certain of the communities weséeto Five Star that we have owned continuouslgesianuary 1, 2012,

Net operating income NOI decreased because of the changes in rectahi@ described above. We do not incur propertyatipg expenses
at our triple net senior living communities, asshexpenses are paid by our tenants. Accordingtyakincome is the same as NOI. The
reconciliation of NOI to net income for our triphet senior living communities segment is showrhmtable above. Our definition of NOI
and our consolidated reconciliation of NOI to metdme are included below in “Non-GAAP Financial Mees”.

Depreciation expens Depreciation expense decreased as a result triath&fer in the third and fourth quarter of 20£2em communities
previously triple net leased to our TRSs. This dase was partially offset as a result of our adtipnsof five triple net leased communities
since January 1, 2012 and our purchase of impromtnmeade to our properties which are leased by &ige since January 1, 2012.

Impairment of assetDuring the six months ended June 30, 2013, we decbimpairment of assets charges of $4,371 to eethecarrying
value of four of our senior living communities diied as held for sale as of June 30, 2013 to #&timated net sale price.
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Interest expensi Interest expense for our triple net senior livimgnmunities arises from mortgage debt securecligia of these

properties. The decrease in interest expense ieegult of the repayment of 17 mortgage loankeénsecond quarter of 2012 that had a total
principal balance of $33,381 and a weighted aveiatgeest rate of 6.89%, the prepayment of $199¢f%ur Federal National Mortgage
Association secured term loan in August 2012 thaltdn interest rate of 6.4%, the prepayment of lfmams in the second quarter of 2013 that
had a total principal balance of $10,377 and a teidjaverage interest rate of 6.1%, as well asethpalarly scheduled amortization of our
mortgage debt, partially offset by mortgage del#18,306 with an interest rate of 6.25% we assuimednnection with our acquisition of a
senior living community in January 2013 triple fedsed to a privately owned operator.
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Managed senior living communities:

All Properties

Comparable Properties @

As of and for the Six Months

As of and for the Six Months

Ended June 30, Ended June 30,
2013 2012 2013 2012
Total properties 39 24 22 22
# of units / bed 6,67¢ 3,48: 3,32¢ 3,32¢
Occupancy 87.2% 87.4% 91.5% 87.5%
Average monthly rat 4,25¢ 3,94¢ 3,961 3,95:

(M Consists of managed senior living communities weet@vned continuously since January 1, 2012.

Managed senior living communities, all properties

Six Months Ended June 30

2013 2012 Change % Change

Residents fees and servic 149,68 $ 71,55 $ 78,13t 109.2%
Property operating expens (116,139 (51,749 (64,397) (124.4%)
Net operating income (NO 33,55: 19,81 13,74: 69.4%
Depreciation expens (13,87)) (7,580) (6,297) (83.1%)
Operating incom: 19,67¢ 12,23 7,44 60.9%
Interest expens (6,147 (5,86¢) (275) (4.7%)

Net income 13,53‘ $ 6,365 $ 7,165 112.6%

Residents fees and servic Residents fees and services are the revenuesiesiroar managed senior living communities. We gacte

these revenues as services are provided. Theageie residents fees and services primarily rétatiee acquisition of seven managed senior
living communities since January 1, 2012 and tlvemaes earned at the ten senior living commuriitiaswere formerly leased to Sunrise
where the leaseholds were transferred to our TRiaglthe third and fourth quarters of 2012.

Property operating expense Property operating expenses include expensesré@ttat our managed senior living communities duey t
consist of management fees, real estate taxeity etipense, salaries and benefits of propertyl lpgesonnel, repairs and maintenance
expense, cleaning expense and other direct cosite®d operating properties. The increase in ptpp@erating expenses primarily relates to
the acquisition of seven managed senior living camities since January 1, 2012 and the expenserducat the ten senior living
communities that were formerly leased to Sunriserelthe leaseholds were transferred to our TRSigltihie third and fourth quarters of
2012.
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Net operating income NOI increased because of the changes in resiflsggsand services and property operating expefesesibed above.
The reconciliation of NOI to net income for our raged senior living communities segment is showthéntable above. Our definition of
NOI and our consolidated reconciliation of NOI &t income are included below“Non-GAAP Financial Measures”.

Depreciation expens: Depreciation expense increased primarily as @trefacquisitions of managed senior living comiities since
January 1, 2012 and the transfer of ten seniardicommunities that were formerly triple net lease&unrise to one of our TRSs in the third
and fourth quarters of 2012.

Interest Expensdnterest expense for our managed senior living canities arises from mortgage debt secured by ceofaihese propertie:
The increase in interest expense is the resultiodssumption of $41,814 of mortgage debt with mykted average interest rate of 5.8% in
connection with our acquisition of three commusitie 2012, partially offset by the repayment of amartgage loan in February 2012 that
a principal balance of approximately $12,400.

Managed senior living communities, comparable priigxe (managed senior living communities we haveedvcontinuously since January 1,

2012):

Six Months Ended June 30

2013 2012 Change % Change

Residents fees and servic $ 72,790 $ 69,89: $ 2,90( 4.1%
Property operating expens (52,25%) (50,387) (1,874 (3.7%)
Net operating income (NO 20,53¢ 19,51: 1,02¢ 5.3%
Depreciation expens (7,417 (7,202) (217) (2.9%)
Operating incom: 13,12¢ 12,31( 81t 6.6%
Interest expens (5,456 (5,729 273 4.8%

Net income $ 7,66¢ $ 6,581 $ 1,08¢ 16.5%

Residents fees and servic We recognize residents fees and services as ssraie provided. Our residents fees and servicesased year
over year on a comparable property basis becausgaoiges in occupancy mix and an increase in teemge monthly rates charged to
residents at the 22 communities we have ownedmamtisly since January 1, 2012.

Property operating expense Property operating expenses consist of propeaiyagement fees, real estate taxes, utility expeasajes and
benefit costs of property level personnel, repaimd maintenance expense, cleaning expense andditbetrcosts of operating properties.
Property operating expenses increased principaltpbse of an increase in utility expenses, reateeixes, insurance, and other direct costs
of operating properties.

Net operating income NOI increased because of the changes in resiflsggsand services and property operating expelesesibed above.
The reconciliation of NOI to net income for our raged senior living communities segment, comparpiiperties, is shown in the table
above. Our definition of NOI and our consolidatedonciliation of NOI to net income are includeddvein “Non-GAAP Financial
Measures”.
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Depreciation expens Depreciation expense increased as a result giunehase of improvements made to our properties.

Interest expensinterest expense for our managed senior living canities arises from mortgage debt secured by ceofathese properties
Interest expense decreased as a result of themepdawf one mortgage loan in February 2012 thatehpdncipal balance of approximately

$12,400 and an interest rate of 6.03% and regutathgeduled amortization of our mortgage debt.

MOBs:
All Properties @ Comparable Properties )
As of and for the Six Months As of and for the Six Months
Ended June 30 Ended June 30
2013 2012 2013 2012
Total properties 11¢F 10t 99 9¢
Total square fee® 7,714 7,23t 6,65¢ 6,65¢
Occupancy® 94.1% 93.9% 93.6% 95.3%

E

Excludes properties classified in discontinued afiens.

Consists of MOBs we have owned continuously sireeidry 1, 2012. One MOB which was sold in July 284& one MOB which
was vacated in February 2012 that is scheduleddorolition are excluded.

Prior periods exclude space remeasurements matgydbe periods presented.

MOB occupancy includes (i) space being fitted @mutdccupancy pursuant to existing leases andp@¥s which is leased, but is not
occupied or is being offered for sublease by tenant

3

cpc
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MOBSs, all properties:

Six Months Ended June 30

2013 2012 Change % Change

Rental income $ 101,58: $ 88,09( $ 13,49: 15.3%
Property operating expens (32,029 (26,567) (5,467 (20.6%)
Net operating income (NO 69,55¢ 61,52¢ 8,02t 13.0%
Depreciation / amortization exper (26,290 (23,539 (2,757) (11.7%)
Impairment of asse (1,304 (3,077 1,761 57.5%
Operating incom: 41,96( 34,92( 7,04( 20.2%
Interest expens (2,739 (799 (1,947 (244.8%)

Income from continuing operatiol 39,22¢ 34,12% 5,09¢ 14.9%
Discontinued operation

Income from discontinued operatic 2,52 2,25¢ 264 (11.7%)

Impairment of assets from discontinued operat (27,89¢) — (27,89¢) (100.0%)
Net income $ 13,85! $ 36,38t $ (22,539 61.9%

Rental income Rental income increased because of rents from @88Mve acquired for approximately $278,295 sinceidey 1, 2012,
partially offset by the sale of one MOB for appmoately $1,100 in July 2012 and the loss of remedime at another MOB where the lease
expired in February 2012 and has remained vaddental income includes non-cash straight line agijiistments totaling $3,184 and $3,644
and amortization of approximately $(1,945) and $8fldcquired real estate leases and obligationthéosix months ended June 30, 2013 and
2012, respectively.

Property operating expense Property operating expenses consist of propeayagement fees, real estate taxes, utility expeasajes and
benefit costs of property level personnel, repaimd maintenance expense, cleaning expense andditbetrcosts of operating properties.
Property operating expenses increased primarilgleee of our MOB acquisitions since January 1, 2pagjally offset by the sale of one
MOB in July 2012.

Net operating income¢ NOI increased because of the changes in rerdaiie and property operating expenses describedabide
reconciliation of NOI to net income for our MOB segnt is shown in the table above. Our definitibiN®I and our consolidated
reconciliation of NOI to net income are includeddvein “Non-GAAP Financial Measures”.

Depreciation / amortization expens Depreciation / amortization expense increasatamily because of our MOB acquisitions since
January 1, 2012, partially offset by the sale af OB in July 2012.

Impairment of assetsDuring the six months ended June 30, 2013, we decban impairment of assets charge of $1,304 tetatene
property to reduce the carrying value of this progpto its estimated net sale price. During thersonths ended June 30, 2012, we recorded
an impairment of assets charge of $3,071 relatedi¢oproperty to reduce the carrying value of phaperty to its estimated net sale price.
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Interest expensi Interest expense for our MOBs arises from morgagpt secured by certain of these properties. chibage in interest
expense is the result of our assumption of $73¢f@Bortgage debt in connection with our acquisitidrthree MOBs in 2012 with a weighted
average interest rate of 5.9%, partially offsethwy repayment of one mortgage loan in April 201 tiad a principal balance of
approximately $2,330 and an interest rate of 6.aB&bthe regularly scheduled amortization of ourtgame debt.

Income from discontinued operatiollncome from discontinued operations relates tsstheen MOBs classified as held for sale as of JOne 3
2013. The increase in income is due to no longpretgating the assets as of the date they metettokftr sale criteria established under
GAAP.

Impairment of assets from discontinued operatiDuring the three months ended June 30, 2013, weded impairment of assets charge
$27,896 to reduce the carrying value of seven ofM@OBs to their estimated net sale price.

MOBs, comparable properti¢sIOBs we have owned continuously since Januar@12p® :

Six Months Ended June 30

2013 2012 Change % Change

Rental income $ 85,44¢ $ 87,13( $ (1,689 (1.9%)
Property operating expens (26,809 (26,25¢) (559 (2.1%)
Net operating income (NO 58,63’ 60,87+ (2,237) (3.7%)
Depreciation / amortization exper (21,319 (22,719 1,40(C 6.2%
Operating incom: 37,31¢ 38,15¢ (837) (2.2%)
Interest expens (569) (786€) 217 27.6%

Net income $ 36,74¢ $ 37,36¢ $ (620) (1.7%)

(M Excludes properties classified in discontinued afiens.

Rental income Rental income decreased as a result of a reduictismme store occupancy from 95.3% at June 3@ &023.6% at June 30,
2013, mainly caused by the termination of certaimant leases.

Property operating expense Property operating expenses consist of propeayagement fees, real estate taxes, utility expeasajes and
benefit costs of property level personnel, repaimd maintenance expense, cleaning expense andditbetrcosts of operating properties.
Property operating expenses increased principaltpbse of an increase in utility expenses, reateeixes, insurance, and other direct costs
of operating properties.

Net operating income NOI decreased because of the changes in restahi@ and property operating expenses describedkabidwe
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 Meastire
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Depreciation / amortization expens Depreciation / amortization expense decreasedgrily because of a reduction in amortization af\ad
and below market lease adjustments that we amantieethe respective lease terms, partially offsean increase in the amortization of
leasing costs.

Interest expensi Interest expense for our MOBs arises from morgdept secured by certain of these properties. chhage in interest
expense is the result of the repayment of one ragedoan in April 2012 that had a principal balaotapproximately $2,330 and an interest
rate of 6.73% and the regularly scheduled amoitiraif our mortgage debt.

All other operations @

Six Months Ended June 30

2013 2012 Change % Change
Rental income $ 8,84t $ 8,87¢ $ (39 (0.4%)
Expenses
Depreciatior 1,89¢ 1,89¢ — —
General and administratiy 16,81¢ 15,75 1,06: 6.7%
Acquisition related cost 2,18 2,69 (507) (18.8%)
Total expense 20,89¢ 20,34 55€ 2.7%
Operating los! (12,059 (11,465 (589 (5.1%)
Interest and other incon 57C 70¢ (139 (19.6%)
Interest expens (37,19¢) (30,067 (7,139 (23.7%)
Loss on early extinguishment of de (10%) — (10%) (100.0%)
Equity in earnings of an invest 15t 121 34 28.1%
Loss before income tax exper (48,63() (40,699 (7,939 (19.5%)
Income tax expens (280 (2479) (33 (13.4%)
Net loss $ (48,910 $ (40,949 $ (7,965 (19.5%)

@ All other operations includes our wellness cenfmrations that we do not consider a significandasately reportable segment of
business and corporate business activities, andprnating expenses that are not attributablesizeaific reportable segment.

Rental income Rental income includes non-cash straight line aglfiistments totaling approximately $729 and arpatittn of approximately
$110 of acquired real estate leases and obligatiobsth the six months ended June 30, 2013 and.201

Depreciation expens Depreciation expense remained consistent as tieneno wellness center acquisitions nor capit@rovement
funding for the six months ended June 30, 20132811® and we generally depreciate our long livediesk center assets on a straight line
basis.
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General and administrative expens&eneral and administrative expenses consistesfd@ad expenses of our trustees, fees pursuaut to o
business management agreement with RMR, equity ensgtion expense, legal and accounting fees aed otists relating to our status as a
publicly traded company. General and administeatixpenses increased principally as a result choguisitions of senior living
communities and MOBs since January 1, 2012, phridiset by the sale of one MOB in July 2012.

Acquisition related cost: Acquisition related costs represent legal anddiligence costs incurred in connection with ougsition activity
during the six months ended June 30, 2013 and 28t4uisition related costs decreased as a rekldss senior living and MOB acquisition
activity during the six months ended June 30, 2048 the prior year period.

Interest and other incom The decrease in interest and other income isgiiyndue to the elimination of interest receiveadnh our Bridge
Loan with Five Star that was repaid in April 2012terest and other income also includes interesiw investable cash and dividend income
related to the 250,000 common shares of CWH thadwre

Interest expenst Interest expense increased because of our iss@i$850,000 of unsecured senior notes with arést rate of 5.625% in
July 2012, partially offset by lower amounts outstiag under our revolving credit facility and redddnterest expense because of our
redemption in January 2012 of all $225,000 of a62B8% unsecured senior notes. Our weighted avdragace outstanding and interest rate
under our revolving credit facility was $32,793 d@nf%, and $247,951 and 1.8%, for the six montldeérdune 30, 2013 and 2012,
respectively.

Loss on early extinguishment of de In June 2013, we prepaid four mortgage loansmabeuning four of our properties for $10,377 that had
maturity dates in 2013. The loss is a result ofgfemium paid to prepay these mortgages priorad thaturity dates.

Equity in earnings of an investe Equity in earnings of an investee representgoaportionate share of earnings from AIC.
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Non-GAAP Financial Measures (dollars in thousandsgxcept per share amounts)

We provide below calculations of our funds from @tens, or FFO, Normalized FFO and NOI for theethand six months ended
June 30, 2013 and 2012. We believe that thismatafacilitate an understanding of our consoliddtistorical operating results. These
measures should be considered in conjunction véthintome, operating income and cash flow from aiieg activities as presented in our
condensed consolidated statements of income andrebensive income and condensed consolidated statsmf cash flows. These
measures do not represent cash generated by mgesativities in accordance with GAAP and shouldb®considered as alternatives to net
income, operating income or cash flow from opertntivities, determined in accordance with GAAPas indicators of our financial
performance or liquidity, nor are these measuresssarily indicative of sufficient cash flow to fliall of our needs. Other REITs and real
estate companies may calculate FFO, Normalized &H@DI differently than we do.

Funds From Operations and Normalized Funds Fromr@jens

We calculate FFO and Normalized FFO as shown baté\@ is calculated on the basis defined by theddatiAssociation 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 asseis,rphl estate depreciation and amortization, disss@ther adjustments currently not
applicable to us. Our calculation of Normalized Féliflers from NAREIT’s definition of FFO because welude estimated percentage rent
in the period to which we estimate that it relatgbter than when it is recognized as income in @zswe with GAAP and exclude acquisition
related costs, gain or loss on early extinguishroédebt, gain or loss on lease terminations aed ém impairment of intangible assets, if ¢
We consider FFO and Normalized FFO to be appraprisasures of operating performance for a REITigaith net income, operating
income and cash flow from operating activities. Bédieve that FFO and Normalized FFO provide usiefiokmation to investors because by
excluding the effects of certain historical amoustsch as depreciation expense, FFO and NormdfE& may facilitate a comparison of our
operating performance between periods and betweand other REITs. FFO and Normalized FFO are arttfuméactors considered by our
Board of Trustees when determining the amountsifidutions to our shareholders. Other factorsuide| but are not limited to, requirements
to maintain our status as a REIT, limitations im myolving credit facility agreement and publidtleovenants, 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 FFO forttiree and six months ended June 30, 2013 and 2@il&eonciliations of net
income, the most directly comparable financial rmeasinder GAAP reported in our condensed conse@l@ifihancial statements, to FFO and
Normalized FFO appear in the following tak
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Three Months Ended

June 30, Six Months Ended June 30

2013 2012 2013 2012
Net income $ 559t $ 3325, % 40,83: $ 65,601
Depreciation expense from continuing operati 38,29¢ 34,62« 75,99¢ 67,39"
Depreciation expense from discontinued operat 19¢ 60€ 79¢ 1,21(
Impairment of asse’ 4,371 — 5,67¢ 3,071
Impairment of assets from discontinued operat 27,89¢ — 27,89¢ —
FFO 76,36( 68,48 151,20: 137,28:
Acquisition related costs from continuing operasi 292 1,82¢ 2,187 2,69/
Loss on early extinguishment of de 10t — 10t —
Percentage rent adjustm¢? 2,30( 2,90( 4,50( 5,80(
Normalized FFC $ 79,057 $ 73,21C $ 157,99: $ 145,77!
Weighted average shares outstanc 188,08: 162,67( 186,35( 162,65!
FFO per shar $ 041 % 04z $ 081 $ 0.84
Normalized FFO per sha $ 04z $ 0.4t % 088 $ 0.9¢
Net income per shal $ 0.0 $ 0.2C $ 02z $ 0.4(
$ 03¢ $ 03¢ $ 0.7¢ $ 0.7¢€

Distributions declared per she

@ In calculating net income in accordance with GAMR, recognize percentage rental income receivethéofirst, second and third
quarters in the fourth quarter, which is when alitingencies are met and the income is earnechoAdth we defer recognition of
this revenue until the fourth quarter for purposgsalculating net income, we include these esem@mounts in our calculation of
Normalized FFO for each quarter of the year. Thath quarter Normalized FFO calculation excludesamounts included during
the first three quarters.

Property Net Operating Income (NC

We calculate NOI as shown below. We define NOInasine from our real estate less our property operaixpenses. NOI excludes
amortization of capitalized tenant improvement s@std leasing commissions. We consider NOI to bepanopriate supplemental measur
net income because it may help both investors amthgement to understand the operations of our grepeWe use NOI internally to
evaluate individual and company wide property lgatformance, and we believe that NOI providesulseformation to investors regarding
our results of operations because it reflects tmdge income and expense items that are incurrds giroperty 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 topoaperties’ results of operations.

The calculation of NOI by reportable segment iduided above in this Item 2. The following tablelirdes the reconciliation of our
consolidated NOI to net income, the most directinparable financial measure under GAAP reportezliincondensed consolidated finan
statements, for the three and six months ended 32013 and 2012.
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Three Months Ended

June 30, Six Months Ended June 30
2013 2012 2013 2012

Reconciliation of NOI to Net Income:
Triple net communities NC $ 56,957 $ 59,64: $ 113,72 $ 118,46
Managed communities N( 16,40( 9,74z 33,55 19,81:
MOB NOI 34,64¢ 30,73 69,55¢ 61,52¢
All other operations NO 4,441 4,45¢ 8,84¢ 8,87¢

Total NOI 112,44. 104,57! 225,67: 208,68!
Depreciation expens (38,296 (34,629 (75,999 (67,397
General and administrative expel (8,16¢) (8,06¢) (16,816 (15,759
Acquisition related cost (292) (1,829 (2,187) (2,699
Impairment of asse (4,37)) — (5,675 (3,079

Operating incom:i 61,317 60,05« 124,99° 119,771
Interest and other incon 397 227 57C 70¢
Interest expens (29,567 (28,120 (59,13) (57,009
Loss on early extinguishment of d¢ (20%) — (20%) —
Equity in earnings of an invest 79 76 15¢E 121

Income before income tax exper 32,12 32,23% 66,48¢ 63,59:
Income tax expens (140 (43) (280) (247)

Income from continuing operatiol 31,98 32,19 66,20¢ 63,34«
Income from discontinued operatic 1,51z 1,057 2,52 2,25¢
Loss on impairment from discontinued operati (27,896) — (27,89¢) —

Net income $ 559 $ 33,25 $ 40,83 $ 65,60:

LIQUIDITY AND CAPITAL RESOURCES

Rental income and residents fees and servicesuesdom our leased and managed properties andviiags under our revolving
credit facility are our principal sources of furtdspay operating expenses, debt service and disiifts to shareholders. We believe that our
operating cash flow will be sufficient to meet ayrerating expenses and debt service and pay distnits on our shares for the next 12
months and for the foreseeable future thereaffen future cash flows from operating activitieslwiépend primarily upon our ability to:

e maintain or improve the occupancy of, and the ecumental rates at, our properties;
»  control operating cost increases at our properdied;

» purchase additional properties which produce clastsfin excess of our cost of acquisition capitad @roperty operating expenses.
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Our Operating Liquidity and Resources

We generally receive minimum rents monthly or gerdytfrom our tenants, we receive percentage rfeois our triple net senior
living community tenants monthly, quarterly or aatty and we receive residents fees and servicenes, net of expenses, from our
managed senior living communities monthly. Durihg six months ended June 30, 2013 and 2012, werated $150.9 million and $146.5
million, respectively, of cash from operations. eTihcrease in our cash from operations over tha ggar primarily resulted from our
property acquisitions, as further described below.

Our Investment and Financing Liquidity and Resosirce

At June 30, 2013, we had $37.3 million of cash emgh equivalents and $720.0 million available toda@ under our revolving
credit facility. We expect to use cash balances;dwings under our revolving credit facility, mabceeds from offerings of equity or debt
securities and the cash flow from our operatiorfsital our operations, debt repayments, distrib@idature property acquisitions,
expenditures related to the repair, maintenanceravation of our properties and for other genkusiness purposes. We believe such
amounts will be sufficient to fund these activitfes the next 12 months and the foreseeable fuhereafter.

In order to fund acquisitions and to meet cash si¢leat may result from timing differences betweanreceipts of rents and our
desire or need to make distributions or pay opegatr capital expenses, we maintain a $750.0 milliosecured revolving credit facility with
a group of institutional lenders. The maturityedaf our revolving credit facility is June 24, 2045, subject to the payment of an extension
fee and meeting certain other conditions, we havepion to extend the stated maturity date ofremplving 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 LIBRplus a premium, which was 160 basis
points as of June 30, 2013. We also pay a fadéiyof 35 basis points per annum on the total amofulending commitments under our
revolving credit facility. Both the interest rateemium and the facility fee are subject to adjustnimsed upon changes to our credit ratings.
We can borrow, repay and reborrow funds availabl#eun our revolving credit facility until maturitgnd no principal repayment is due until
maturity. As of June 30, 2013, the interest ratgable on borrowings under our revolving crediilfgewas 1.77%. The weighted average
interest rate for borrowings under our revolvingdit facility was 2.56% and 1.85% for the three aixdmonths ended June 30, 2013,
respectively. As of June 30, 2013 and July 31320& had $30.0 million and $10.0 million outstargdand $720.0 million and $740.0
million available under our revolving credit fatylj respectively.

When significant amounts are outstanding undereulving credit facility or as the maturity datafsour revolving credit facility
and term debts approach, we intend to explorergities for the repayment of amounts due. Suehratives may include incurring
additional debt, issuing new equity securitieseagtng the maturity date of our revolving crediifidy and entering into a new credit facilit
We currently have an effective shelf registratitatement that allows us to issue public securiiean expedited basis, but it does not assure
that there will be buyers for such securities.

We are currently in discussions with our lendemualpossibly amending our revolving credit facility among other things, extend
the maturity date and lower the borrowing coststhid time, these discussions are preliminary aagl not result in any change to our
revolving credit facility.

In June 2013, we repaid mortgage notes with a vieiaverage interest rate of 6.1% encumberingdbour properties for
approximately $10.5 million that had maturity daite@013.
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During the six months ended June 30, 2013, we eadjfiour properties located in two states for agragate purchase price of
approximately $75.0 million, excluding closing castAt the time of acquisition, these propertiesegated property NOI which yielded
approximately 8.6% of the aggregate gross purcphase, based on estimated GAAP revenue, excludifigsements for above and below
market lease value amortization, less propertyaiper expenses, on the date of closing.

In April 2013, we entered into an agreement to aequne senior living community for approximate®2million, excluding closing
costs. The senior living community is located im@ning, GA and includes 93 private pay assistdddiwnits. In July 2013, we entered into
an agreement to acquire one senior living commuoitgpproximately $10 million, excluding closingsts. The senior living community is
located in Jefferson City, TN and includes 60 pevaay assisted living units. In July 2013, we eddnto an agreement to acquire two se
living communities for approximately $19.1 millioexcluding closing costs. The senior living comiities are located in Canton and Ellijay,
GA and include 153 private pay assisted livingaiiih July 2013, we entered into an agreementdaieea MOB for approximately $49.5
million, excluding closing costs. This MOB is loedtin Boston, MA and includes 105,462 square fHeis MOB is a “state of the art”
biotech laboratory building which will be long tefgased to an investment grade rated tenant. Tdoegésitions are contingent upon
customary closing conditions; accordingly, we caovjle no assurance that we will purchase thesgepties, that our purchases will not be
delayed or that the terms will not change.

As of June 30, 2013, we had 18 properties helddte, including 11 senior living communities withe8units and seven MOBs with
831,499 square feet. We decided to sell these pgiepdecause of underlying conditions in the merkéhere these properties are located. In
aggregate, the 11 senior living communities thatreald for sale receive a majority of their revenfrem Medicare/Medicaid reimburseme
All 11 of these communities are leased to Five Stak our rents from Five Star will be reduced ifl @s these sales occur, as determined
pursuant to our leases with Five Star. The seve®®®ere 99.3% occupied for a weighted (by rentsyaye lease term of 1.0 years as of
June 30, 2013, and they generated annualized N§8.8fmillion based on the three months ended 30n2013. During the three months
ended June 30, 2013, we recorded impairment ofsaskarges of $32.3 million to reduce the carryiatye of 11 of these 18 properties to
their aggregate estimated net sale price. Thegeepies have a net book value (after impairmen$4#.6 million as of June 30, 2013.

We are in the process of offering these 18 propefbr sale, but we can provide no assurance &hed sf these properties will occ
One of the 11 senior living communities, a skilledsing facility with 112 units, is held for salader an agreement to be sold for $2.6
million. We expect the sale of this community t@achefore the end of 2013, but completion of aike is subject to customary closing
conditions and we can provide no assurance thalieao$ this community will occur before the end26f13 or will be completed at all or that
the terms for the sale will not change. For mofermation about these completed and pending adiprisiand potential sales, see Note 3 to
our condensed consolidated financial statementsapyy in ltem 1 above.

During the three and six months ended June 30,,Z0frSuant to the terms of our existing leases Witle Star, we purchased $7.7
million and $15.9 million, respectively, of imprawents made to our properties leased to Five Stdr,as a result, the annual rent payable to
us by Five Star increased by approximately $6544@@0$1.3 million, respectively. We used cash amdhto fund these purchases.
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During the three and six months ended June 30, 26d2012, amounts capitalized for leasing costshariiding improvements at
our MOBs and our capital expenditures at our matiagaior living communities were as follows (dddlam thousands):

Three Months Ended

June 30, Six Months Ended June 30

2013 2012 2013 2012
MOB tenant improvemen® $ 73¢ % 97t $ 971 $ 1,771
MOB leasing cost® 534 851 84¢€ 1,55:¢
MOB building improvement® @) 1,72¢ 662 2,361 1,64¢
Managed senior living communities capital improveis 2,97¢ 1,54(C 5,71¢ 2,37¢
Development, redevelopment and other activ® 3,99¢ 1,12¢ 6,632 1,152
Total capital expenditure $ 9,977 §$ 515/ % 16,52¢ $ 8,50¢

C

Excludes expenditures at properties classifieddoahtinued operations.

MOB building improvements generally include: (i)nstruction costs and expenditures to replace otesblglding components that
extend the useful life of existing assets, andn@in-recurring expenditures or expenditures thabel&ve increase the value of our
existing properties.

@ Development, redevelopment and other activitieeraly include (i) major capital expenditures theg identified at the time of a
property acquisition and incurred within a shontipe after acquiring the property; and (ii) majapdal expenditure projects that
reposition a property or result in new sourceswknue.

3

During the three months ended June 30, 2013, cameniis made for expenditures, such as tenant imprents and leasing costs in
connection with leasing space, were as followslédeland square feet in thousands, except per sdosiramounts):

New

Leases Renewals Total
Square feet leased during the qua 18 83 101
Total leasing costs and concession commitm® $ 41z $ 297 $ 70¢
Total leasing costs and concession commitmentsqeare foo® $ 22.8¢ $ 3.5¢ $ 7.0z
Weighted average lease term (yei? 5.1 3.4 3.€
Total leasing costs and concession commitmentsqeare foot per ye $ 44¢ 3 1.0t $ 1.9¢

@ Includes commitments made for leasing expenditanesconcessions, such as tenant improvementsideesinmissions, tena
reimbursements and free rent. Excludes expendiairpsoperties classified in discontinued operation

@ Weighted based on annualized rental income purgoaxisting leases as of June 30, 2013, includirajght line rent
adjustments, estimated recurring expense reimbunsenand excluding lease value amortization.

In January 2013, we issued 11,500,000 common shaeepublic offering, raising net proceeds of apimately $262.1 million afte
underwriting discounts but before expenses. Wd tlse net proceeds of this offering to repay bomgs outstanding under our revolving
credit facility and for general business purpogésch included funding in part acquisitions of peofies described in this Item 2, with the
remainder to be used for general business purpmsdsding possible future acquisitions.
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On May 21, 2013, we paid a $0.39 per share, or3883 distribution to our common shareholders obréon April 17, 2013 with
respect to our operating results for the quartdedrMarch 31, 2013. On July 3, 2013, we declargdaaterly distribution of $0.39 per share,
or $73,353, to our common shareholders of recordubyn17, 2013, with respect to our operating fssialr the quarter ended June 30, 2013;
we expect to pay this distribution on or about Astge(l, 2013 using cash on hand and borrowings ungtetevolving credit facility.

We believe we will have access to various typefinaicings, including equity or debt offerings,fomd our future acquisitions and
to pay our debts and other obligations as theyeatue. Our ability to complete and the costs offowre debt transactions will depend
primarily upon market conditions and our creditrrgs. We have no control over market conditions: €adit ratings depend upon
evaluations by credit rating agencies of our bugsn@actices and plans and, in particular, whetleeappear to have the ability to maintain
our earnings and service our debt funding obligestido space our debt maturities and to balancesipf equity and debt capital so that our
financial performance and leverage ratios afforflessbility to withstand any reasonably anticipbliiaadverse changes. We intend to conduct
our business activities in a manner which will @omé to afford us reasonable access to capitahf@stment and financing activities.
However, there can be no assurance that we wiblieto complete any equity or debt offerings att thur cost of any future public or private
financings will not increase.

Off Balance Sheet Arrangements

As of June 30, 2013, we had no off balance sheahgements that have had or that we expect woutddsonably 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 June 30, 2013awét) outstanding borrowings under our $750.0iamilinsecured revolving credit
facility; (2) four public issuances of unsecuredisenotes, including: (a) $250.0 million principahount due 2016 at an annual interest rate
of 4.30%, (b) $200.0 million principal amount dug2P at an annual interest rate of 6.75%, (c) $360ldn principal amount due 2021 at an
annual interest rate of 6.75% and (d) $350.0 nmilpoincipal amount due 2042 at an annual inteastof 5.625%; and (3) $701.1 million
aggregate principal amount of mortgages securesBlyf our properties with maturity dates from 2@842043. We had $30.0 million
outstanding under our unsecured revolving creditifga as of June 30, 2013. We also have two prigeencumbered by capital leases
totaling $13.6 million at June 30, 2013. Our unsed senior notes are governed by an indentureirifl@ature for our unsecured senior ni
and related supplements and our revolving credilitiacontain a number of covenants which restoigt ability to incur debts, including de
secured by mortgages on our properties in excesalaflated amounts, require us to maintain a mininmet worth, restrict our ability to
make distributions under certain circumstancesgarerally require us to maintain certain otherritial ratios. As of June 30, 2013, we
believe we were in compliance with all of the comets under our indenture and related supplemeatsegolving credit facility and our
other debt obligations.

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

Our public debt indenture and related supplememnisain cross default provisions, which are gengtaijgered upon default of any
of our other debts of at least $10.0 million orthwiespect to certain notes under such indentwtesapplements, higher amounts. Similarly,
our revolving credit facility contains a cross défa
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provision that is triggered upon default of anyestebts of $25.0 million or more that are recoulslets and to any other debts of $75.0
million or more that are norecourse debts. Termination of our business manageand property management agreements with RMRd\
cause a default under our revolving credit facilitynot approved by a majority of our lenders.

Related Person Transactions

We have relationships and historical and contintiiagsactions with our Trustees, our executivecef, RMR, Five Star, AIC and
other companies to which RMR provides managemenwices and others affiliated with them. For exampye have no employees and
personnel and various services we require to opemat business are provided to us by RMR purswamanagement agreements; and RV
owned by our Managing Trustees. Also, as a furtixample, we have relationships with other compatuevhich RMR provides
management services and which have trustees, aliseanhd officers who are also trustees, directodfacers of ours or RMR, including: Fi
Star is our former subsidiary, our largest tenawt @ manager of certain of our senior living comities, and we are Five Star’s largest
stockholder; D&R Yonkers LLC is owned by our exéeeitofficers and one of our TRSs subleases a podi@ senior living community we
own to it in order to accommodate certain requinetmef New York healthcare licensing laws; and RBIR, Five Star and five other
companies to which RMR provides management sereael currently own 12.5% of AIC, and we and threepshareholders of AIC have
property insurance in place providing $500.0 millief coverage pursuant to an insurance programg@echby AIC and with respect to which
AIC is a reinsurer of certain coverage amountst. feigher information about these and other suddtimnships and related person
transactions, please see Note 11 to our condemsslidated financial statements included in Pdtem 1 of this Quarterly Report on
Form 10-Q, which is incorporated herein by refeeeni addition, for more information about thesasactions and relationships, please see
elsewhere in this Quarterly Report on Form 10-Qluding “Warning Concerning Forward Looking Statensé in Part |, and our Annual
Report, definitive Proxy Statement for the Annuadiing of Shareholders held on May 9, 2013, ooy Statement, and our other filings
with the SEC, including Note 5 to our consolidafiséncial statements included in our Annual Repibwt, sections captioned “Business,”
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operations—Related Pefsansactions” and “Warning
Concerning Forward Looking Statements” of our ArriR@port and the section captiond®iglated Person Transactions and Company Re
of Such Transactions” and the information regarding Trustees and executive officers in our Protate®nent. In addition, please see the
section captioned “Risk Factors” of our Annual Reor a description of risks that may arise assutt of these and other related person
transactions and relationships. Our filings with S8EC, including our Annual Report and our Protgténent, are available at the SEC’s
website at www.sec.gov. Copies of certain of @reaments with these related parties, includingboiginess management agreement and
property management agreement with RMR, our ledseas of management agreements and related poagiregments and former Bridge
Loan with Five Star, our agreements with D&R Yorket.C and its owners and our shareholders agreewigm®AlC and its shareholders,
are publicly available as exhibits to our publimfis with the SEC and accessible at the SEC's iteebs

We believe that our agreements with RMR, Five S3&R Yonkers LLC and its owners and AIC are on coanally reasonable
terms. We also believe that our relationships RilMR, Five Star, D&R Yonkers LLC and its owners &I and their affiliated and related
persons and entities benefit us and, in fact, piuis with competitive advantages in operatinggaoging our business.

Impact of Government Reimbursement

As of June 30, 2013 , approximately 94% of our M@k generated from properties where a majorith@fNOI is derived from
private resources, and the remaining 6% of our W&d generated from properties
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where a majority of the NOI was derived from Med&and Medicaid reimbursements. We and our tersardsnanager operate facilities in
many states and participate in federal and statkhoare payment programs, including the federallivhee and state Medicaid programs for
services in SNFs, hospitals and other similar ifizedl, state Medicaid programs for services inssdliliving communities and other federal
and state healthcare payment programs. Becauke ofitrent federal budget deficit and other fedgpahding priorities and continued
challenging state fiscal conditions, there havenliaemerous recent legislative and regulatory astmmproposed actions with respect to
federal Medicare rates and state Medicaid ratedetetal payments to states for Medicaid progrdimamples of these, and other
information regarding such programs, are providedien the caption “Business—Government Regulati@ghReimbursement” in our Annual
Report. Each year, The Centers for Medicare & MadiServices, or CMS, issues updated Medicare polisge payment system, or PPS,
rates based on facility type. PPS is a methoeiaflsursement by which CMS makes Medicare paymentsdrvices based on a
predetermined, fixed payment amount based on #ssification system of that service, in contrast toaditional fee-for-service model. CMS
estimates that its updated PPS rates for fedaclfiyear 2013 will result in a net increase ofrapjmately 1.8% in aggregate Medicare
payments for SNFs and a 2.1% aggregate incred®@3rates for inpatient rehabilitation facilitisach as our two rehabilitation hospitals.
Due to a prior reduction of 11.1% in Medicare pagtrates for federal fiscal year 2012, however, Mdaa PPS rates for SNFs are lower for
federal fiscal year 2013 than they were in fedisahl year 2011.

In addition, the Budget Control Act of 2011 allofes automatic reductions in federal spending by mseaf a process called
sequestration, which has reduced Medicare payngri?&o since April 1, 2013. Sequestration could ltéaueductions to our and our
tenants’ revenues from Medicare and certain oth@eral health programs over the next decade. Tdfeseges may have a material adverse
effect on the ability of our tenants to pay us yém profitability of our managed senior livingnamunities and the values of our properties.

Although Medicaid is exempt from the sequestraporcess, some of the states in which we and oantsroperate either have not
raised Medicaid rates by amounts sufficient toeiffacreasing costs or have frozen or reducedieoexdpected to freeze or reduce, Medicaid
rates. In addition, certain temporary increasdederal payments to states for Medicaid prograrashiad been in effect since October 1, Z
ended as of June 30, 2011. According to the 20t@akial Report on the Financial Outlook for Med@:diledicaid enrollment is projected to
increase at an average annual rate of 3.4% thrd@gh, due in part to the expansion in Medicaidilelity under the Patient Protection and
Affordable Care Act, as amended by the Health @aceEducation Reconciliation Act, or collectivehetACA, beginning in 2014. Under the
ACA, the federal government would pay for 100% ctaes expansion in the Medicaid program to groups natently covered by Medica
for the first three years and gradually reducsutssidy to 90% by 2020. As of June 30, 2013, hanewore than 20 states have elected r
broaden Medicaid eligibility and, instead, to fottfpe federal funds that would otherwise be ava@ldbl Medicaid expansion. We are unable
to predict the impact of recent legislative andutatpry actions or proposed actions including thogh respect to state Medicaid rates anc
payments to states for Medicaid programs on us.

The ACA includes various provisions affecting Medie and Medicaid providers, including expanded iputisclosure requirements
for SNFs and other providers, enforcement reforntsiacreased funding for Medicare and Medicaid paogintegrity control initiatives. Th
ACA has resulted in several changes to existindtlese fraud and abuse laws, established additenfarcement tools and funding for
enforcement, and provided for increased cooperdttween agencies by establishing mechanisms éoinghinformation relating to legal
compliance by healthcare providers. Furthermore AGA provides for enhanced criminal and admintsteapenalties for noncompliance.
We are unable to predict the impact on our tenamdisour manager of the insurance reforms, payneémtns, and healthcare delivery
systems reforms contained in and to be
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developed pursuant to the ACA. Expanded insurana#adility could provide more paying customerta tenants and manager. On the
other hand, if the changes to be implemented utimdeACA result in reduced payments for the servibas our tenants or our manager
provide or the failure of Medicare, Medicaid orungnce payment rates to cover our tenants’ and geahsenior living communities’ costs,
including the rents our tenants pay and the minimeturns and possible additional returns payablestaith respect to our managed senior
living communities, our future financial resultsutth be adversely and materially affected.

We cannot estimate the type and magnitude of paglatory changes that may affect our businessthayt may have a material
adverse effect on the ability of our tenants to payent, the profitability of our managed seniging communities and the values of our
properties. The changes implemented or to be imgitéed could result in the failure of Medicare, Medlil or private payment rates to cover
our tenants’ and managed senior living communitests of providing required services to residantseductions in payments or other
circumstances that could have a material advefsetafn the ability of our tenants to pay rent $p the profitability of our managed senior
living communities and the values of our properties

ltem 3. Quantitative and Qualitative Disclosures Aout Market Risk.

We are exposed to risks associated with marketggsaim interest rates. We manage our exposubasontarket risk by monitoring
available financing alternatives. Our strategy nage exposure to changes in interest rates hasatetially changed since December 31,
2012. Other than as described below, we do noentlyrforesee any significant changes in our exposufluctuations in interest rates or in
how we manage this exposure in the near future.
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At June 30, 2013, our outstanding fixed rate detiuided the following (dollars in thousands):

Annual Annual
Principal Interest Interest Interest
Debt Balance® Rate ) Expense Maturity Payments Due
Unsecured senior not $ 350,00( 5.625% $ 19,68t¢ 2042 Quarterly
Unsecured senior not 300,00 6.75% 20,25( 2021 Sem-Annually
Unsecured senior not 250,00( 4.30% 10,75( 2016 Sem-Annually
Unsecured senior not 200,00( 6.75% 13,50( 2020 Sem-Annually
Mortgages 294,53( 6.71% 19,76: 2019 Monthly
Mortgages 89,28 5.924% 5,28¢ 2016 Monthly
Mortgages 52,00( 5.64% 2,93: 2016 Monthly
Mortgages 46,26. 6.54% 3,02¢ 2017 Monthly
Mortgages 36,52¢ 5.83% 2,13( 2014 Monthly
Mortgages 30,56¢ 6.015% 1,83¢ 2015 Monthly
Mortgages 13,62/ 6.91% 941 2013 Monthly
Mortgages 12,91 5.66% 731 2015 Monthly
Mortgages 12,45 6.25% 77¢ 2016 Monthly
Mortgages 12,18¢ 6.25% 762 2015 Monthly
Mortgages 11,53¢ 6.37% 734 2015 Monthly
Mortgages 11,33 6.15% 697 2017 Monthly
Mortgages 9,53¢ 6.73% 642 2018 Monthly
Mortgages 9,42: 5.95% 561 2038 Monthly
Mortgages 6,68 5.81% 38¢ 2015 Monthly
Mortgages 6,42( 5.97% 383 2016 Monthly
Mortgages 5,76¢ 5.86% 33¢ 2017 Monthly
Mortgages 5,071 5.65% 287 2015 Monthly
Mortgages 4,71( 4.38% 20€ 2043 Monthly
Mortgages 4,55( 5.81% 264 2015 Monthly
Mortgages 3,49( 6.25% 21¢ 2033 Monthly
Mortgages 3,141 7.31% 23C 2022 Monthly
Mortgages 2,841 5.88% 167 2015 Monthly
Mortgages 1,54¢ 7.85% 121 2022 Monthly
Bonds 14,70( 5.88% 864 2027 Sem-Annually
$ 1,801,009 $ 108,47

@ The principal balances and interest rates arerttmiats stated in the applicable contracts. Inm@tzowe with GAAP, our
carrying values and recorded interest expense Iiffey ftom these amounts because of market conuitat the time we
assumed these debts. This table does not incll@gmtibns under capital leases.

No principal repayments are due under our unseaquséss or bonds until maturity. Our mortgages negjprincipal and interest
payments through maturity pursuant to amortizasicmedules. Because these debts bear interefikatiaate, changes in market interest
rates during the term of these debts will not affec
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our interest obligations. If these debts werenggiced at interest rates which are 100 basis ploiglter or lower than shown above, our
annual interest cost would increase or decreasgpsoximately $18.0 million.

Changes in market interest rates would affectdlvevilue of our fixed rate debt obligations; ireses in market interest rates
decrease the fair value of our fixed rate debt)emitécreases in market interest rates increadaithealue of our fixed rate debt. Based on
balances outstanding at June 30, 2013, and disedweash flow analyses through the respective ntatdates and assuming no other changes
in factors that may affect the fair value of owefil rate debt obligations, a hypothetical immedi&@ basis point change in interest rates
would change the fair value of those obligationsapproximately $30.5 million.

Our unsecured senior notes and mortgages eachircpni@isions that allow us to make repaymentsieatthan the stated maturity
date. In some cases, we are not allowed to makeregayment prior to a cutoff date and we are gaheallowed to make prepayments only
at a premium equal to a make whole amount, aseatifiwhich is generally designed to preserve adtatdd to the noteholder. Also, we he
in the past repurchased and retired some of ostanding debts and we may do so again in the fullmese prepayment rights and our ak
to repurchase and retire outstanding debt maydfisropportunities to mitigate the risk of refinengcour debts at maturity at higher rates by
refinancing prior to maturity.

Our only current floating rate obligations are under $750.0 million unsecured revolving creditifiéc and we had $30.0 million of
borrowings outstanding as of June 30, 2013 unasrcttedit facility. Our revolving credit facility atures in June 2015, and, subject to our
meeting certain conditions, including our paymerdaim extension fee, we have the option to exterdstated maturity date by one year to
June 2016. We are currently in discussions withieaders about possibly amending our revolvingitfedility to, among other things,
extend the maturity date and lower the borrowingt&0At this time, these discussions are prelinyimad may not result in any change to our
revolving credit facility. No principal repaymerdge required under our revolving credit facilitygerto maturity, and prepayments may be
made, and redrawn subject to conditions, at ang tinthout penalty. Borrowings under our revolvingdit facility are in U.S. dollars and
bear interest at LIBOR plus a premium that is stiifie adjustment based upon changes to our cregitigs. Accordingly, we are vulnerable
changes in U.S. dollar based short term ratesjfgiadly LIBOR. There have been recent governmeirtgqliries regarding the setting of
LIBOR, which may result in changes to the procksas tould have the effect of increasing LIBOR. didiion, upon renewal or refinancing
our revolving credit facility, we are vulnerableit@reases in interest rate premiums due to madkaditions or our perceived credit risk.
Generally, a change in interest rates would nacafthe value of our floating rate debt but wouleée our operating results. The following
table presents the impact a 100 basis point inergaisiterest rates would have on our annual figatate interest expense at June 30, 2013:

Impact of Changes in Interest Rate: Annual
Outstanding Total Interest Earnings per
Interest Rate @ Debt Expense Per Yeal Share Impact®
At June 30, 201 1.85% $ 30,00 $ 55t $ —
100 basis point increa: 2.85% $ 30,00 $ 85t $ —

@) Weighted based on the outstanding borrowings dsmé 30, 2013.
@ Based on weighted average number of shares ouistpfudt the three months ended June 30, 2013.
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The following table presents the impact a 100 basist increase in interest rates would have onaomual floating rate interest expense at
June 30, 2013 if we had fully drawn our credit fiac{dollars in thousands):

Impact of Changes in Interest Rate:

Outstanding Total Interest Annual Earnings

Interest Rate @) Debt Expense Per Year per Share Impact®)
At June 30, 201 1.85% $ 750,000 $ 13,87 $ 0.07
100 basis point increa: 2.85% % 750,000 $ 21,378 $ 0.12

(1) Weighted based on the outstanding borrowings dsié 30, 2013 assuming we were fully drawn on ewnlving credit
facility.
@ Based on weighted average number of shares ouistpfudt the three months ended June 30, 2013.

The foregoing two tables show the impact of an imiate change in floating interest rates. If interages were to change gradually over ti
the impact would be spread over time. Our exposufiictuations in floating interest rates will nease or decrease in the future with
increases or decreases in the outstanding amownir sévolving credit facility and term loan or ettfloating rate debt.

Iltem 4. Controls and Procedures.

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

There have been no changes in our internal coowen financial reporting during the quarter endedel30, 2013 that have
materially affected, or are reasonably likely totenally affect, our internal control over finantiaporting.
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WARNING CONCERNING FORWARD LOOKING STATEMENTS

THIS QUARTERLY REPORT ON FORM 10-Q CONTAINS STATEMHS 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 SUCFHSABELIEVE”, “EXPECT", “ANTICIPATE”, “INTEND”, “PLA N7,
“ESTIMATE” OR SIMILAR EXPRESSIONS, WE ARE MAKING FBWARD 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 TENAN®ES EFFECTIVELY,

* OUR ABILITY TO RAISE EQUITY OR DEBT CAPITAL,

* OUR ABILITY TO PAY INTEREST ON AND PRINCIPAL OF OURERBT,

* 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 AND RIANCINGS,

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

* OUR TAX STATUS AS A REIT,

* OUR BELIEF THAT FIVE STAR, OUR FORMER SUBSIDIARY, WICH IS OUR LARGEST TENANT AND WHICH
MANAGES SEVERAL OF OUR SENIOR LIVING COMMUNITIES FR OUR ACCOUNT, HAS ADEQUATE FINANCIAL
RESOURCES AND LIQUIDITY TO MEET ITS OBLIGATIONS T@S AND TO MANAGE OUR MANAGED
COMMUNITIES SUCCESSFULLY,

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

» OTHER MATTERS.

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

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

* THE IMPACT OF THE ACA AND OTHER RECENTLY ENACTED, BOPTED OR PROPOSED LEGISLATION OR
REGULATIONS ON US AND ON OUR TENANTS AND MANAGER AR THEIR ABILITY TO PAY OUR RENTS AND

RETURNS,

* ACTUAL AND POTENTIAL CONFLICTS OF INTEREST WITH OURMANAGING TRUSTEES, FIVE STAR, RMR, AIC,
D&R YONKERS LLC AND THEIR RELATED PERSONS AND ENTIES,

» COMPLIANCE WITH, AND CHANGES TO, FEDERAL, STATE ANDOCAL 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 ESTATENDUSTRIES, AND

* ACTS OF TERRORISM, OUTBREAKS OF SO CALLED PANDEMIGC3R OTHER MANMADE OR NATURAL
DISASTERS BEYOND OUR CONTROL.

FOR EXAMPLE:

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

» CHANGES IN MEDICARE AND MEDICAID PAYMENTS, INCLUDING THOSE THAT MAY RESULT FROM

THE ACA AND OTHER RECENTLY ENACTED OR PROPOSED LES&IATION OR REGULATIONS, WHICH
COULD RESULT IN REDUCED RATES OR A FAILURE OF SUCRATES TO COVER FIVE STAR'S COSTS,

* CHANGES IN REGULATIONS AFFECTING FIVE STAR’S OPERADNS,

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

* INCREASES IN INSURANCE AND TORT LIABILITY AND OTHERCOSTS, AND
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. INEFFECTIVE INTEGRATION OF NEW ACQUISITIONS,

IF FIVE STAR'S OPERATIONS BECOME UNPROFITABLE, FIVETAR MAY BECOME UNABLE TO PAY OUR
RENTS AND WE MAY NOT RECEIVE OUR EXPECTED RETURN OBUR 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 REVQVING CREDIT FACILITY IS SUBJECT TO
OUR SATISFYING CERTAIN FINANCIAL COVENANTS AND MEETNG OTHER CUSTOMARY CREDIT FACILITY
CONDITIONS,

ACTUAL COSTS UNDER OUR REVOLVING CREDIT FACILITY WIL BE HIGHER THAN LIBOR PLUS A PREMIUM
BECAUSE OF OTHER FEES AND EXPENSES ASSOCIATED WITWR 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 AND SALES AGREEMERNs MAY CAUSE OUR FUTURE ACQUISITIONS
AND SALES NOT TO OCCUR OR TO BE DELAYED OR THE TERMIO BE CHANGED,

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

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

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

OUR ABILITY TO GROW OUR BUSINESS AND INCREASE OURIBTRIBUTIONS DEPENDS IN LARGE PART UPO
OUR ABILITY TO BUY PROPERTIES AND ARRANGE FOR THEIRROFITABLE OPERATION OR LEASE THEM FOR
RENTS THAT EXCEED OUR CAPITAL COSTS. WE MAY BE UNAEE TO IDENTIFY PROPERTIES THAT WE WANT
TO ACQUIRE OR TO NEGOTIATE ACCEPTABLE PURCHASE PHES, ACQUISITION FINANCING, MANAGEMENT
CONTRACTS OR LEASE TERMS FOR NEW PROPERTIES,
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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 DE@IE BECAUSE OF CHANGING MARKET
CONDITIONS OR OTHERWISE,

THIS QUARTERLY REPORT ON FORM 10-Q STATES THAT WERE CURRENTLY IN DISCUSSIONS WITH OUR
LENDERS TO AMEND OUR REVOLVING CREDIT FACILITY TOAMONG OTHER THINGS, EXTEND THE
MATURITY DATE AND LOWER BORROWING COSTS. HOWEVERJHERE CAN BE NO ASSURANCE THAT WE
WILL BE ABLE TO NEGOTIATE TERMS THAT ARE ACCEPTABLE O US OR THAT WILL RESULT IN AN
EXTENDED MATURITY DATE OR LOWER BORROWING COSTS,

THIS QUARTERLY REPORT ON FORM 10-Q STATES THAT WEXBECT THAT WE MAY ENTER INTO
ADDITIONAL MANAGEMENT AGREEMENTS WITH FIVE STAR SIMLAR TO THOSE CURRENTLY IN EFFECT FOR
FIVE STAR TO MANAGE ADDITIONAL SENIOR LIVING COMMUNTIES WE MAY ACQUIRE IN THE FUTURE.
HOWEVER, THERE CAN BE NO ASSURANCE THAT WE WILL ACQIRE OTHER COMMUNITIES OR THAT WE
AND FIVE STAR WILL ENTER INTO ANY ADDITIONAL MANAGEMENT AGREEMENTS,

THIS QUARTERLY REPORT ON FORM 10-Q STATES THAT WEANE ENTERED INTO AGREEMENTS TO
ACQUIRE A MOB AND FOUR SENIOR LIVING COMMUNITIES. HESE TRANSACTIONS ARE SUBJECT TO
VARIOUS TERMS AND CONDITIONS TYPICAL OF COMMERCIAIREAL ESTATE TRANSACTIONS. THEIR TERMS
AND CONDITIONS MAY NOT BE MET. AS A RESULT, THESERANSACTIONS MAY NOT OCCUR OR MAY BE
DELAYED OR THEIR TERMS MAY CHANGE,

THIS QUARTERLY REPORT ON FORM 10-Q STATES THAT WEANE EIGHTEEN PROPERTIES CLASSIFIED AS
HELD FOR SALE AS OF JUNE 2013. WE MAY NOT BE ABLEO SELL THESE PROPERTIES ON TERMS
ACCEPTABLE TO US OR OTHERWISE, AND THE SALE OF ANOR ALL OF THESE PROPERTIES MAY NOT
OCCUR,

THIS QUARTERLY REPORT ON FORM 10-Q STATES THAT WEANE ONE SENIOR LIVING COMMUNITY UNDER

AGREEMENT TO BE SOLD FOR $2.6 MILLION AND THAT THEALE IS EXPECTED TO CLOSE BEFORE THE END
OF 2013. THIS SALE AGREEMENT IS SUBJECT TO CUSTORX CLOSING CONDITIONS AND WE CAN PROVIDE
NO ASSURANCE THAT THE SALE WILL BE COMPLETED BEFOREHE END OF 2013 OR WILL BE COMPLETED A
ALL, OR THAT THE TERMS OF THE SALE WILL NOT CHANGEAND

THIS QUARTERLY REPORT ON FORM 10-Q STATES THAT WEBIEVE THAT OUR CONTINUING
RELATIONSHIPS WITH FIVE STAR, RMR, AIC, D&R YONKERELC AND THEIR AFFILIATED AND RELATED
PERSONS AND ENTITIES MAY BENEFIT US AND PROVIDE U¥ITH COMPETITIVE ADVANTAGES IN
OPERATING AND GROWING OUR BUSINESS. IN FACT, THE AIANTAGES WE BELIEVE WE MAY REALIZE
FROM THESE RELATIONSHIPS MAY NOT MATERIALIZE.

THESE RESULTS COULD OCCUR DUE TO MANY DIFFERENT GIRIMSTANCES, SOME OF WHICH ARE BEYOND

OUR CONTROL, SUCH AS CHANGED MEDICARE AND MEDICAIRATES, NEW LEGISLATION, REGULATIONS OR RULE
MAKING AFFECTING OUR BUSINESS OR THE BUSINESSES @R TENANTS OR MANAGER, CHANGES IN OUR TENANTS’
OR MANAGER’S REVENUES OR COSTS, CHANGES IN OUR TENAS’' OR MANAGER'S FINANCIAL CONDITIONS, CHANGES
IN CAPITAL MARKETS OR THE ECONOMY GENERALLY OR NATRAL DISASTERS.
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THE INFORMATION CONTAINED ELSEWHERE IN THIS QUARTERY REPORT ON FORM 10-Q OR IN OUR FILINGS
WITH THE SEC, INCLUDING UNDER THE CAPTION “RISK FATORS”, OR INCORPORATED HEREIN OR THEREIN, IDENTIFIE
OTHER IMPORTANT FACTORS THAT COULD CAUSE DIFFERENGEHROM OUR FORWARD LOOKING STATEMENTS. OUR
FILINGS WITH THE SEC ARE AVAILABLE ON THE SEC'S WEBITE AT WWW.SEC.GOV.

YOU SHOULD NOT PLACE UNDUE RELIANCE UPON OUR FORWARLOOKING STATEMENTS.

EXCEPT AS REQUIRED BY LAW, WE DO NOT INTEND TO UPDF:= 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, &8.ED WITH THE STATE DEPARTMENT OF ASSESSMENTS
AND TAXATION OF MARYLAND, PROVIDES THAT NO TRUSTEEOFFICER, SHAREHOLDER, EMPLOYEE OR AGENT OF
SENIOR HOUSING PROPERTIES TRUST SHALL BE HELD TO XNPERSONAL LIABILITY, JOINTLY OR SEVERALLY, FOR

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

Other Information

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

As previously reported, on May 9, 2013 we grant@®@ of our common shares, valued at $28.64 peestiee closing price of our
common shares on the NYSE on that day, to eachrdive Trustees. We made these grants pursuaart Bxemption from registration
contained in Section 4(a)(2) of the Securities éfct933, as amended.

Iltem 6.

3.1

3.2

3.8

3.4

4.1

4.2

4.4

4.€

4.7

4.8

10.1

Exhibits.

Composite Copy of Amended and Restated Declarafidmust, dated September 20, 1999, as amendeat¢o @dincorporated by
reference to the Compa’'s Quarterly Report on Form -Q for the quarter ended September 30, 2C

Articles Supplementary dated May 11, 2000. (Incoafed by reference to the Company’s Quarterly RepofForm 10-Q for the
guarter ended March 31, 200

Articles Supplementary dated March 10, 2004. (Ipocated by reference to the Company’s RegistreéBimmement on Form 8-A
dated March 18, 2004

Certificate of Correction dated March 29, 2004cdrporated by reference to the Company’s Quarteyort on Form 10-Q for
the quarter ended March 31, 20C

Amended and Restated Bylaws of the Company, addfgbduary 14, 2012. (Incorporated by referencééodompanys Curren
Report on Form-K dated June 29, 201:

Form of Common Share Certificate. (Incorporateddfgrence to the Company’s Current Report on Foithdaited January 22,
2013))

Indenture, dated as of December 20, 2001, betwee@dmpany and State Street Bank and Trust Comyacyrporated by
reference to the Compé’'s Registration Statement on Fori-3, File No. 33-76588.)

Supplemental Indenture No. 4, dated as of Aprd(®,0, between the Company and U.S. Bank Nationsbeéiation, related to
6.75% Senior Notes due 2020, including form therfatorporated by reference to the Company’s QuirReport on Form 10-
Q for the quarter ended March 31, 201

Supplemental Indenture No. 5, dated as of Janu&rgall, between the Company and U.S. Bank Natissbciation, related
to 4.30% Senior Notes due 2016, including formebér(Incorporated by reference to the Company’aush Report on
Form 1(-K for the year ended December 31, 20:

Supplemental Indenture No. 6, dated as of Dece®\li2d11, between the Company and U.S. Bank Natiéssbciation, related
to 6.75% Senior Notes due 2021, including formebér(Incorporated by reference to the Company’aush Report on
Form 1(-K for the year ended December 31, 20:

Supplemental Indenture No. 7, dated as of July2@02, between the Company and U.S. Bank Nationsbéiation, related to
5.625% Senior Notes due 2042, including form thie(e@orporated by reference to the Company’s Regfion Statement on
Form ¢-A dated July 20, 2012

Rights Agreement, dated as of March 10, 2004, bertviee Company and EquiServe Trust Company, Nnkogporated by
reference to the Compé’'s Current Report on Forn-K dated March 10, 2004

Appointment of Successor Rights Agent, dated d3eaember 13, 2004, between the Company and WelipMRank, National
Association. (Incorporated by reference to the Camy's Current Report on Forn-K dated December 13, 200:

Summary of Trustee Compensation. (Incorporateceisrence to the Company’s Current Report on Fondgited May 9,
2013.)

62




12.1 Computation of Ratio of Earnings to Fixed ChardE#ed herewith.’

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

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

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

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

32.1 Section 1350 Certification. (Furnished herewi

101.1 The following materials from the Company’s QuasteRleport on Form 10-Q for the quarter ended Jun@G03 formatted in

XBRL (eXtensible Business Reporting Language)th® Condensed Consolidated Balance Sheets, (i tinelensed
Consolidated Statements of Income and Comprehehsteee, (iii) the Condensed Consolidated Statemveh€ash Flows and

(iv) related notes to these financial statementggéd as blocks of text and in detail. (Filed hétte\
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SIGNATURES

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

SENIOR HOUSING PROPERTIES TRUE

By: /s/ David J. Hegart

David J. Hegart

President and Chief Operating Offic
Dated: July 31, 201

By: /s/ Richard A. Doyle

Richard A. Doyle
Treasurer and Chief Financial Offic

(principal financial and accounting office
Dated: July 31, 201
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Exhibit 12.1

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

Six Months Ended Year Ended December 31
June 30, 201: 2012 2011 2010 2009 2008
Earnings:
Income from continuing operations bef
income tax expens $ 66,33. $ 13164 $ 148,12t $ 116,37 $ 109,61t $ 106,47
Fixed charge 59,13: 117,24( 98,26: 80,01’ 56,40 40,15¢
Adjusted earning $ 125,46. $ 248,88 $ 246,39( $ 196,39( $ 166,02( $ 146,63

Fixed charges
Interest expens $ 59,13 $ 117,24 $ 9826: $ 80017 $ 5640 $ 40,15

Ratio of earnings to fixed charg 2.1x 2.1x 2.5x 2.5x 2.9x 3.7x




Exhibit 31.1

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

[, Barry M. Portnoy, certify that:

1.

2.

Date:

| have reviewed this Quarterly Report on Form 18f@enior Housing Properties Trust;

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

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

The registrant’s other certifying officer(s) andrke responsible for establishing and maintainisgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1B{d)) and internal control over financial repogtias 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 informmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

b) Designed such internal control over financial réjpgr, or caused such internal control over finahi@aorting to be
designed under our supervision, to provide readeradsurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbd report our conclusio
about the effectiveness of the disclosure conints procedures, as of the end of the period coveyehis report based on
such evaluation; and

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

The registrant’s other certifying officer(s) antidve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee 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 affectriagistrant’s ability to record, process, summasiad report financial
information; and

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

July 31, 2013 /s/ Barry M. Portnoy
Barry M. Portnoy
Managing Truste




Exhibit 31.2

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

I, Adam D. Portnoy, certify that:

1.

2.

Date:

| have reviewed this Quarterly Report on Form 18f@enior Housing Properties Trust;

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

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

The registrant’s other certifying officer(s) andrke responsible for establishing and maintainisgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1B{d)) and internal control over financial repogtias 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 informmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

b) Designed such internal control over financial réjpgr, or caused such internal control over finahi@aorting to be
designed under our supervision, to provide readeradsurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbd report our conclusio
about the effectiveness of the disclosure conints procedures, as of the end of the period coveyehis report based on
such evaluation; and

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

The registrant’s other certifying officer(s) antidve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee 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 affectriagistrant’s ability to record, process, summasiad report financial
information; and

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

July 31, 2013 /s/ Adam D. Portho
Adam D. Portnoy
Managing Truste




Exhibit 31.3

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

I, David J. Hegarty, certify that:

1.

2.

Date:

| have reviewed this Quarterly Report on Form 18f@enior Housing Properties Trust;

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

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

The registrant’s other certifying officer(s) andrke responsible for establishing and maintainisgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1B{d)) and internal control over financial repogtias 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 informmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

b) Designed such internal control over financial réjpgr, or caused such internal control over finahi@aorting to be
designed under our supervision, to provide readeradsurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbd report our conclusio
about the effectiveness of the disclosure conints procedures, as of the end of the period coveyehis report based on
such evaluation; and

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

The registrant’s other certifying officer(s) antidve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee 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 affectriagistrant’s ability to record, process, summasiad report financial
information; and

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

July 31, 2013 /s/ David J. Hegart

David J. Hegart
President and Chief Operating Offic




Exhibit 31.4

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

I, Richard A. Doyle, certify that:

1.

2.

Date:

| have reviewed this Quarterly Report on Form 18f@enior Housing Properties Trust;

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

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

The registrant’s other certifying officer(s) andrke responsible for establishing and maintainisgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1B{d)) and internal control over financial repogtias 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 informmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

b) Designed such internal control over financial réjpgr, or caused such internal control over finahi@aorting to be
designed under our supervision, to provide readeradsurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbd report our conclusio
about the effectiveness of the disclosure conints procedures, as of the end of the period coveyehis report based on
such evaluation; and

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

The registrant’s other certifying officer(s) antidve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee 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 affectriagistrant’s ability to record, process, summasiad report financial
information; and

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

July 31, 2013 /s/ Richard A. Doyle

Richard A. Doyle
Treasurer and Chief Financial Offic




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

In connection with the filing by Senior Housing Pesties Trust (the “Company”) of the Quarterly Regmm Form 10-Q for the
period ended June 30, 2013 (the “Report”), each®lindersigned hereby certifies, to the bestokhbwledge:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh1934; and

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

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

Barry M. Portnoy David J. Hegart

Managing Truste President and Chief Operating Offic
/sl Adam D. Portno /sl Richard A. Doyle

Adam D. Portnoy Richard A. Doyle

Managing Truste Treasurer and Chief Financial Offic

Date:  July 31, 2013




