Use these links to rapidly review the document
Table of Contents
PART IV

Table of Contents

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

FORM 10-K

[x] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2013

or

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

Commission file number 1-15319

SENIOR HOUSING PROPERTIES TRUST

(Exact Name of Registrant as Specified in its Glraurt

Maryland 04-3445278
(State of Organizatior (IRS Employer Identification No

Two Newton Place, 255 Washington Street, Suite 3!

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

617-796-8350
(Registrant's Telephone Number, Including Area Gode

Securities registered pursuant to Section 12(b) ¢fie Act:

Securities registered pursuant to Sect(g) of the ActNone
Indicate by check mark if the registraniwell-known seasoned issuer, as defined in Rifeof the Securities Act. Yel No O
Indicate by check mark if the registranhot required to file reports pursuant to Secti8ror Section 15(d) of the Act. Yed No

Indicate by check mark whether the regist(1) has filed all reports required to be filsdSection 13 or 15(d) of the Securities Exchangech 1934 during
the preceding 12 months (or for such shorter petiatithe registrant was required to file such rep)pand (2) has been subject to such filing nements for the
past 90 days. Yef No O

Indicate by check mark whether the regigthas submitted electronically and posted oodtporate Web site, if any, every Interactive Diita required to
be submitted and posted pursuant to Rule 405 ofilgggn S-T (§ 232.405 of this chapter) during pineceding 12 months (or for such shorter periodttie
registrant was required to submit and post suelsXilYesX No O

Indicate by check mark if disclosure ofimiguent filers pursuant to Item 405 of Regulat® (§ 229.405) is not contained herein, and will be contained,
to the best of registrant's knowledge, in defimitproxy or information statements incorporatedéfgnence in Part 11l of this Form 10-K or any ameaht to this
Form 10-K. X

Indicate by check mark whether the regidtis a large accelerated filer, an accelerated i non-accelerated filer, or a smaller repgriompany. See the
definitions of "large accelerated filer", "acceledfiler" and "smaller reporting company" in Rd2t-2 of the Exchange Act. (Check On



Large accelerated filek Accelerated filerO Non-accelerated filed Smaller reporting companid
(Do not check if a
smaller reporting compan’

Indicate by check mark whether the regidtis a shell company (as defined in Rule 12bthefAct). YesO No X

The aggregate market value of the votimgpmon shares of beneficial ownership, $.01 parejalu common shares, of the registrant held byaféiliates
was $4.9 billion based on the $25.93 closing ppieecommon share on the New York Stock Exchangéuae 28, 2013. For purposes of this calculation, an

aggregate of 534,085 common shares held directlptlyy affiliates of, the trustees and the officef the registrant have been included in the nurabeommon
shares held by affiliates.

Number of the registrant's common shaumtstanding as of March 3, 2014: 188,177,954.
DOCUMENTS INCORPORATED BY REFERENCE

Certain information required by Items 1@, 12, 13 and 14 of Part Il of this Annual RepamtForm 10K is incorporated by reference to our definitive®r
Statement for the 2014 Annual Meeting of Sharehsider our definitive Proxy Statement, to be filgith the Securities and Exchange Commission within
120 days after the close of the fiscal year endeceimber 31, 2013.




Table of Contents

non

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

WARNING CONCERNING FORWARD LOOKING STATEMENTS

THIS ANNUAL REPORT ON FORM 10-K CONTAINS STEMENTS THAT CONSTITUTE FORWARD LOOKING STATEMENTSVITHIN THE
MEANING OF THE PRIVATE SECURITIES LITIGATION REFORMCT OF 1995 AND OTHER SECURITIES LAWS. ALSO, WHENER WE USE
WORDS SUCH AS "BELIEVE", "EXPECT", "ANTICIPATE", 'WTEND", "PLAN", "ESTIMATE" OR SIMILAR EXPRESSIONSWE ARE MAKING
FORWARD LOOKING STATEMENTS. THESE FORWARD LOOKINGTATEMENTS ARE BASED UPON OUR PRESENT INTENT, BELIEFOR
EXPECTATIONS, BUT FORWARD LOOKING STATEMENTS ARE NDGUARANTEED TO OCCUR AND MAY NOT OCCUR. FORWARD LOKING
STATEMENTS IN THIS REPORT RELATE TO VARIOUS ASPECTH OUR BUSINESS, INCLUDING:

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 DISTRIBUTIONS TO OUR SHAREHOLDER AND THE AMOUNT OF SUCH DISTRIBUTIONS,

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

. THE CREDIT QUALITIES OF OUR TENANTS,

. OUR POLICIES AND PLANS REGARDING INVESTMENTS ANBINANCINGS,

. THE FUTURE AVAILABILITY OF BORROWINGS UNDER OURREVOLVING CREDIT FACILITY,

. OUR ABILITY TO PAY INTEREST ON AND PRINCIPAL OFOUR DEBT,

. OUR TAX STATUS AS A REAL ESTATE INVESTMENT TRUSTOR REIT,

. OUR BELIEF THAT FIVE STAR QUALITY CARE, INC., OFFIVE STAR, OUR FORMER SUBSIDIARY, WHICH IS OUR LABEST
TENANT AND WHICH MANAGES SEVERAL OF OUR SENIOR LIMNG COMMUNITIES FOR OUR ACCOUNT, HAS ADEQUATE
FINANCIAL RESOURCES AND LIQUIDITY TO MEET ITS OBLIGTIONS TO US AND TO MANAGE OUR SENIOR LIVING
COMMUNITIES SUCCESSFULLY,

. OUR EXPECTATION THAT WE WILL BENEFIT FINANCIALLY BY PARTICIPATING IN AFFILIATES INSURANCE COMPANY, ORAIC,
WITH REIT MANAGEMENT & RESEARCH LLC, OR RMR, AND C®PANIES TO WHICH RMR PROVIDES MANAGEMENT SERVICES,
AND

. OTHER MATTERS.

OUR ACTUAL RESULTS MAY DIFFER MATERIALLY FROM THOSE CONTAINED IN OR IMPLIED BY OUR FORWARD LORING
STATEMENTS AS A RESULT OF VARIOUS FACTORS. FACTORSAT COULD HAVE A MATERIAL ADVERSE EFFECT ON OUR FAWARD
LOOKING STATEMENTS AND UPON OUR BUSINESS, RESULTFF@PERATIONS, FINANCIAL CONDITION, FUNDS FROM OPERAONS, OR FFO
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NORMALIZED FUNDS FROM OPERATIONS, OR NORMALIZED FEQNET OPERATING INCOME, OR NOI, CASH FLOWS, LIQUIDY AND
PROSPECTS INCLUDE, BUT ARE NOT LIMITED TO:

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

. THE IMPACT OF THE PATIENT PROTECTION AND AFFORDABLEARE ACT, AS AMENDED BY THE HEALTHCARE AND
EDUCATION RECONCILIATION ACT, OR COLLECTIVELY, THEACA, AND OTHER RECENTLY ENACTED, ADOPTED OR PROPOBI
LEGISLATION OR REGULATIONS ON US AND ON OUR TENANTSND MANAGERS AND 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 ENTITIES,

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

. LIMITATIONS IMPOSED ON OUR BUSINESS AND OUR ABIOTY TO SATISFY COMPLEX RULES IN ORDER FOR US TO QUUAFY AS
A REIT FOR U.S. FEDERAL INCOME TAX PURPOSES,

. COMPETITION WITHIN THE HEALTHCARE AND REAL ESTAE INDUSTRIES, AND

. ACTS OF TERRORISM, OUTBREAKS OF SO CALLED PANDHE®S OR OTHER MANMADE OR NATURAL DISASTERS BEYOND OR
CONTROL.

FOR EXAMPLE:

. FIVE STAR IS OUR LARGEST TENANT AND MANAGES SEVERADF OUR SENIOR LIVING COMMUNITIES FOR OUR ACCOUNT
AND FIVE STAR MAY EXPERIENCE FINANCIAL DIFFICULTIESAS A RESULT OF A NUMBER OF FACTORS, INCLUDING, BUNOT
LIMITED TO:

. CHANGES IN MEDICARE AND MEDICAID PAYMENTS, INCLWDING THOSE THAT MAY RESULT FROM THE ACA AND
OTHER RECENTLY ENACTED OR PROPOSED LEGISLATION ORERULATIONS, WHICH COULD RESULT IN REDUCED
RATES OR A FAILURE OF SUCH RATES TO COVER FIVE STARCOSTS,

. 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 OHER COSTS, AND
. INEFFECTIVE INTEGRATION OF NEW ACQUISITIONS,
. IF FIVE STAR'S OPERATIONS BECOME UNPROFITABLEIVFE STAR MAY BECOME UNABLE TO PAY OUR RENTS AND WEBMAY

NOT RECEIVE OUR EXPECTED RETURN ON OUR INVESTED CARL OR ADDITIONAL AMOUNTS FROM OUR SENIOR LIVING
COMMUNITIES THAT ARE MANAGED BY FIVE STAR,

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




Table of Contents

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

. ACTUAL COSTS UNDER OUR REVOLVING CREDIT FACILITYWILL BE HIGHER THAN LIBOR PLUS A PREMIUM BECAUSE 6
OTHER FEES AND EXPENSES ASSOCIATED WITH OUR REVOING CREDIT FACILITY,

. INCREASING THE MAXIMUM BORROWINGS UNDER OUR REVDVING CREDIT FACILITY IS SUBJECT TO OBTAINING
ADDITIONAL COMMITMENTS FROM LENDERS, WHICH MAY NOTOCCUR,

. CONTINGENCIES IN OUR ACQUISITION AND SALES AGREEMERS MAY CAUSE OUR FUTURE ACQUISITIONS AND ANY
RELATED MANAGEMENT AGREEMENTS AND OUR FUTURE SALESIOT TO OCCUR OR TO BE DELAYED OR THE TERMS TO BE
CHANGED,

. THIS ANNUAL REPORT ON FORM 10-K DESCRIBES CERTRAIEXPECTED TERMS OF AN $800 MILLION TERM LOAN WHICRVE
MAY INCUR IN CONNECTION WITH THE ACQUISITION OF ONBBIOTECH MEDICAL OFFICE (TWO BUILDINGS.) THE
COMMITMENTS WHICH WE RECEIVED FOR THE TERM LOAN ARBUBJECT TO VARIOUS CONDITIONS, INCLUDING MUTUALLY
SATISFACTORY DOCUMENTATION. THERE CAN BE NO ASSURABE THAT ALL THE CONDITIONS WILL BE SATISFIED, THAT
THE TERMS OF THE TERM LOAN WILL NOT CHANGE, OR THATHE TERM LOAN WILL BE AVAILABLE TO US TIMELY OR AT
ALL. WE ARE NOT COMMITTED TO INCUR THE ENTIRE TERM.OAN OR ANY PORTION THEREOF, AND MAY UTILIZE OTHER
DEBT OR EQUITY FINANCING FOR ALL OR A PORTION OF THACQUISITION,

. THIS ANNUAL REPORT ON FORM 10-K STATES THAT THE INBREST RATE UNDER THE TERM LOAN WILL BE LIBOR PLUS4D
BASIS POINTS. THIS INTEREST RATE IS BASED ON OUR ®RENT DEBT RATINGS AND THE INTEREST RATE MAY BE HIBER
OR LOWER THAN LIBOR PLUS 140 BASIS POINTS IN THE FWRE DEPENDING ON OUR FUTURE DEBT RATINGS. THIS INEREST
RATE IS ALSO SUBJECT TO CONTRACTUAL PROVISIONS THAWOULD ADJUST THE LENDERS' YIELD TO MARKET CONDITI®S
AT THE TIME OF SYNDICATION,

. THIS ANNUAL REPORT ON FORM 10-K STATES THAT WE CURENTLY EXPECT TO COMPLETE THE ACQUISITION OF ONE
BIOTECH MEDICAL OFFICE (TWO BUILDINGS) IN THE FIRSTIX MONTHS OF 2014. HOWEVER, THE PURCHASE AGREEMEN
CONTAINS VARIOUS CLOSING CONDITIONS AND THE CLOSIN®OULD BE DELAYED OR MAY NOT OCCUR AT ALL. FURTHER,
THE TERMS OF THIS ACQUISITION COULD CHANGE,

. THIS ANNUAL REPORT ON FORM 10-K STATES THAT WE HAD4 PROPERTIES (17 BUILDINGS) CLASSIFIED AS HELD FCBALE
AS OF DECEMBER 31, 2013, AND THAT WE SOLD ONE OF DISE PROPERTIES (ONE BUILDING) IN JANUARY 2014. WEAY NOT
BE ABLE TO SELL THE REMAINDER OF THESE PROPERTIESNOERMS ACCEPTABLE TO US OR OTHERWISE,

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

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

. OUR ABILITY TO GROW OUR BUSINESS AND INCREASE OURIBTRIBUTIONS DEPENDS IN LARGE PART UPON OUR ABILITYO
BUY PROPERTIES AND ARRANGE FOR THEIR PROFITABLE ORETION OR LEASE THEM FOR RENTS, LESS PROPERTY
EXPENSES, THAT EXCEED OUR CAPITAL COSTS, BUT WE MABE UNABLE TO IDENTIFY PROPERTIES THAT WE WANT TO
ACQUIRE OR TO NEGOTIATE ACCEPTABLE PURCHASE PRICESCQUISITION FINANCING, MANAGEMENT CONTRACTS OR
LEASE TERMS FOR NEW PROPERTIES,

. SOME OF OUR TENANTS MAY NOT RENEW EXPIRING LEASEBND WE MAY BE UNABLE TO LOCATE NEW TENANTS TO
MAINTAIN OR INCREASE THE HISTORICAL OCCUPANCY RATE®F, OR RENTS FROM, OUR PROPERTIES,

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

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

. THIS ANNUAL REPORT ON FORM 10-K STATES THAT SPE&L COMMITTEES OF EACH OF OUR BOARD OF TRUSTEES ANBIVE
STAR'S BOARD OF DIRECTORS COMPOSED SOLELY OF OURDIRPENDENT TRUSTEES AND FIVE STAR'S INDEPENDENT
DIRECTORS WHO ARE NOT ALSO TRUSTEES OR DIRECTORS TffE OTHER PARTY AND WHO WERE REPRESENTED BY
SEPARATE COUNSEL REVIEWED AND APPROVED THE TERMS AHE INITIAL MANAGEMENT AGREEMENTS AND POOLING
AGREEMENT BETWEEN US AND FIVE STAR AND THAT THE TERS OF THE SUBSEQUENT MANAGEMENT AGREEMENTS AND
POOLING AGREEMENTS WERE APPROVED BY OUR INDEPENDENRUSTEES AND BOARD OF TRUSTEES AND BY THE
INDEPENDENT DIRECTORS AND BOARD OF DIRECTORS OF FE\STAR. AN IMPLICATION OF THESE STATEMENTS MAY BE
THAT THESE TERMS ARE AS FAVORABLE TO US AS TERMS WEOULD OBTAIN FOR SIMILAR ARRANGEMENTS FROM
UNRELATED THIRD PARTIES. HOWEVER, DESPITE THESE PREDURAL SAFEGUARDS, WE COULD STILL BE SUBJECTED TO
CLAIMS CHALLENGING THESE TRANSACTIONS OR OUR ENTRWTO THESE TRANSACTIONS BECAUSE OF THE MULTIPLE
RELATIONSHIPS AMONG US, FIVE STAR AND RMR AND THEIRELATED PERSONS AND ENTITIES, AND DEFENDING EVEN
MERITLESS CLAIMS COULD BE EXPENSIVE AND DISTRACTING O MANAGEMENT,

. THIS ANNUAL REPORT ON FORM 10-K STATES THAT WEAVE ENTERED INTO AN AGREEMENT TO ACQUIRE ONE MOB WO
BUILDINGS). THIS TRANSACTION IS SUBJECT TO VARIOUSERMS AND CONDITIONS TYPICAL OF COMMERCIAL REAL ESATE
TRANSACTIONS. THESE TERMS AND CONDITIONS MAY NOT BEIET. AS A RESULT, THIS TRANSACTION MAY NOT OCCUR R
MAY BE DELAYED OR ITS TERMS MAY CHANGE, AND
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. THIS ANNUAL REPORT ON FORM 10-K STATES THAT WE BEEVE THAT OUR CONTINUING RELATIONSHIPS WITH FIVE STR,
CWH, RMR, AIC, D&R YONKERS LLC AND THEIR AFFILIATEDAND RELATED PERSONS AND ENTITIES MAY BENEFIT US AN
PROVIDE US WITH COMPETITIVE ADVANTAGES IN OPERATING\ND GROWING OUR BUSINESS, BUT THE ADVANTAGES WE
BELIEVE WE MAY REALIZE FROM THESE RELATIONSHIPS MAWOT BE REALIZED.

THESE RESULTS COULD OCCUR DUE TO MANY DIFRENT CIRCUMSTANCES, SOME OF WHICH ARE BEYOND OUR GROL, SUCH AS
CHANGED MEDICARE AND MEDICAID RATES, NEW LEGISLATION OR REGULATIONS AFFECTING OUR BUSINESS OR THE BUMHSSES OF
OUR TENANTS OR MANAGERS, CHANGES IN OUR TENANTS' ORANAGERS' REVENUES OR COSTS, CHANGES IN OUR TENASTOR
MANAGERS' FINANCIAL CONDITIONS, CHANGES IN CAPITALMARKETS OR THE ECONOMY GENERALLY OR NATURAL DISASTRS.

THE INFORMATION CONTAINED ELSEWHERE IN THIANNUAL REPORT ON FORM 10-K OR IN OUR FILINGS WITHHE SECURITIES AND
EXCHANGE COMMISSION, OR SEC, INCLUDING UNDER THE GA'ION "RISK FACTORS", OR INCORPORATED HEREIN OR TREIN,
IDENTIFIES OTHER IMPORTANT FACTORS THAT COULD CAUSBIFFERENCES FROM OUR FORWARD LOOKING STATEMENTSUR FILINGS
WITH THE SEC ARE AVAILABLE ON THE SEC'S WEBSITE AWWW.SEC.GOV.

YOU SHOULD NOT PLACE UNDUE RELIANCE UPON (RIFORWARD LOOKING STATEMENTS.

EXCEPT AS REQUIRED BY LAW, WE DO NOT INTENDO UPDATE OR CHANGE ANY FORWARD LOOKING STATEMENT8S A RESULT OF
NEW INFORMATION, FUTURE EVENTS OR OTHERWISI

STATEMENT CONCERNING LIMITED LIABILITY

THE AMENDED AND RESTATED DECLARATION OF TRUST ESTABSHING SENIOR HOUSING PROPERTIES TRUST, DATED SEHRMBER 20,
1999, AS AMENDED AND SUPPLEMENTED, AS FILED WITH THSTATE DEPARTMENT OF ASSESSMENTS AND TAXATION OFARYLAND,
PROVIDES THAT NO TRUSTEE, OFFICER, SHAREHOLDER, EMPYEE OR AGENT OF SENIOR HOUSING PROPERTIES TRUSHALL BE HELD
TO ANY PERSONAL LIABILITY, JOINTLY OR SEVERALLY, FOR ANY OBLIGATION OF, OR CLAIM AGAINST, SENIOR HOUSNG PROPERTIES
TRUST. ALL PERSONS DEALING WITH SENIOR HOUSING PRERTIES TRUST IN ANY WAY SHALL LOOK ONLY TO THE ASSES OF SENIOR
HOUSING PROPERTIES TRUST FOR THE PAYMENT OF ANY SUBR THE PERFORMANCE OF ANY OBLIGATION.

Vv
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Item 1. Business.

The Company.

We are a real estate investment trust,EITRthat was organized under the laws of the SiaMaryland in 1998. As of December 31, 2013, wned 375
properties (401 buildings) located in 40 states\Wagshington, D.C (including 14 properties (17 bing) classified as held for sale). On that ddte, t
undepreciated carrying value of our properties ofi@npairment losses, was $5.3 billion, excludprgperties classified as held for sale. Our padfiicludes: 26
senior living communities with 31,627 living unitdeds, with an undepreciated carrying value of $8lion; 100 properties (126 buildings) leasedrtedical
providers, medical related businesses, clinicskaoidch laboratory tenants, or MOBs, with 8.7 roiflisquare feet of space and an undepreciated mgwvgiue of
$1.7 billion; and 10 wellness centers with apprcdiefy 812,000 square feet of interior space pludanr developed facilities with an undepreciatedyiag value
of $180.0 million.

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

We believe that the aging of the U.S. papah will increase demand for existing independiig communities, assisted living communitiegysing
homes, MOBs, wellness centers and other medicahaalihcare related properties. We plan to prdditf this demand by purchasing additional propeseies
entering into leases and management agreementsgjuattiied tenants and operators which generatenstto us that exceed our operating and capitbco
including structuring leases that provide or peffimitperiodic rental increases.

Our business plan contemplates investmentglependent living communities, assisted livaggnmunities, nursing homes, MOBs and wellness cgnte
Some properties combine more than one type of@®imia single building or campus. Our Board ofstees establishes our investment, financing argbsison
policies and may change them at any time withoatedtolder approval.

Short and Long Term Residential Care Facilities.

Independent Living CommunitiesIndependent living communities, or congregatecommunities, also provide high levels of prvazresidents and
require residents to be capable of relatively ldghrees of independence. Unlike a senior apartpreperty, an independent living community usualiydles
several services as part of a regular monthly ehdfgr example, an independent living community inajude one or two meals per day in a centralrdjmioom,
daily or weekly maid service or a social directothie base charge. Additional services are gegeaadiilable from staff employees on a fee for serbasis. In
some of our independent living communities, segaparts of the property are dedicated to assisted)land/or nursing services.

Assisted Living Communities.Assisted living communities typically have dmdroom units which include private bathrooms dfidiency kitchens.
Services bundled within one charge usually inclimlee meals per day in a central dining room, dailysekeeping, laundry, medical reminders and 24 ho
availability of assistance with the activities @ilgt living, such as dressing and bathing. Professii nursing and healthcare services are usuatlifadle at the
property on call or at regularly scheduled timaesséme of our assisted living communities, sepgrates of the property are dedicated to indepenldeng and/or
nursing services.

Nursing Homes. Nursing homes generally provide extensive mgrsind healthcare services similar to those availathospitals, without the high costs
associated with operating theaters, emergency raoriméensive care units. A typical purpose builtsing home includes mostly rooms with one or

1
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two beds, a separate bathroom and shared diniflgiésc Licensed nursing professionals staff nmgshomes 24 hours per day.

Rehabilitation Hospitals (through DecemBér 2013). We previously owned two rehabilitation hosttilat we sold during the fourth quarter of 2013.
These rehabilitation hospitals are also known patient rehabilitation facilities, or IRFs, and yhgrovide intensive physical therapy, occupatighatapy and
speech language pathology services beyond the itiipaltustomarily available in nursing homes. @uo rehabilitation hospitals had beds availableifipatient
services and provided outpatient services fromhtigpitals' premises.

Properties Leased to Medical Providers, Medicahiel Businesses, Clinics and Biotech Laboratonamen(MOBSs).

MOBs are office or commercial buildings stracted for use or operated as medical officeesparcphysicians and other health personnel, aherot
businesses in medical related fields, includingict and laboratory uses. Some of our MOBs aremedias back office facilities for healthcare comipa, such ¢
hospitals and healthcare insurance companies.

Wellness Centers.

Wellness centers typically have gymnasiwstrength and cardiovascular equipment areas,demui racquet sports facilities, pools, spas aildreh's
centers. Professional sport training and theragistices are often available. Wellness centersiaftarket themselves as clubs for which memberspagy
monthly fees plus additional fees for specific s&s.

Other Types of Real Estate.

In the past, we have considered investingal estate different from our existing propeyyes, including age restricted apartment buildiaigd some
properties located outside the United States. e eRrplore these or other alternative investmentiénfuture.

Lease Terms.

Our leases of senior living communities amainess centers are so-called "triple-net” leagaish generally require the tenants to pay renpdy all
operating expenses of the properties, to indemrsffrom liability which may arise by reason of @wnership of the properties, to maintain the legmegerties &
their expense, to remove and dispose of hazarddastances in compliance with applicable law anah&intain insurance for their own and our benefitthe ever
of partial damage, condemnation or taking, thesartts are required to rebuild with insurance oeogiroceeds, if any; in the case of total destouncti
condemnation or taking, we receive all insurancetber proceeds and these tenants are requirea/ttopus any shortfall in the amount of those pedseversus
our historical investments in the affected propsttin the event of material destruction or condation, some of these tenants have a right to peectiee affected
property for amounts at least equal to our histdiilcvestment in the affected property.

Our leases of MOBs include both triple-leeises, as described above, and some net and edbglifiss leases where we are responsible to oerdte
maintain the properties and we charge tenantsofmesor all of the property operating costs. A smalicentage of our MOB leases are so-called "&rilise"”
leases where we receive fixed rent from our tenamdsno reimbursement for our property operatirgixo

Events of Default. Under our leases, events of default generatijute:

. failure of the tenant to pay rent or any other nyomaen due;
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. failure of the tenant to provide periodic finanaigports when due;

. failure of the tenant to maintain required insuenoverages;

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

. failure of the tenant to perform other terms, cargn or conditions of its lease and the continuaineeeof for a specified period after written netic

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

. terminate the affected lease and accelerate the ren

. terminate the tenant's rights to occupy and useffieeted property, rent the property to anotheate and recover from the tenant the difference
between the amount of rent which would have beenuhder the lease and the rent received undeekbitimg;

. make any payment or perform any act requirdeetperformed by the tenant under its lease;
. exercise our rights with respect to any collaitsecuring the lease; and
. require the defaulting tenant to reimburse usafbpayments made and all costs and expenses@tcin connection with any exercise of the

foregoing remedies.

For more information about our leases Witle Star Quality Care, Inc., or Five Star, seed\®to our Consolidated Financial Statements apygear Item 15
below.

Management Contracts.

Because we are a REIT for U.S. federalimedax purposes, we generally may not operate@ununities. For certain of our managed senior ¢jvin
communities, we use the taxable REIT subsidiary,R®, structure authorized by the REIT InvestmeneBification and Empowerment Act. Under this stuue,
we lease certain of our communities to our TRSsteadlRSs enter into long term management agreemétit third parties for the operation of such
communities. The management agreements for the coities managed for our account provide the managhra management fee, which is a percentageeof th
gross revenues realized at the communities, plotorgsement for the manager's direct costs andnsgserelated to the communities and generally desvihe
manager with an incentive fee equal to a percentgfee annual net operating income of the comnmemafter we realize an annual return equal toregmeage of
our invested capital. Our currently effective magragnt agreements generally expire on December0®1L,, 2nd are subject to automatic renewal for two
consecutive 15 year terms, unless earlier terminatéimely notice of nonrenewal is delivered. bngral, we have the right to terminate the manageme
agreements upon certain manager events of deffalliding without limitation, a change in contrdltbe manager, as defined and our manager hagtheto
terminate the management agreements upon certairisesf default applicable to us.

Although we have various rights as ownetarthe management agreements, we rely on the resi@grsonnel, good faith, expertise, historiemfgrmance
technical resources and information systems, petany information and judgment to manage our mashageaior living communities efficiently and effaetly.
We also rely on the manager to set resident feg otrerwise operate those properties in compliaviteour management agreements. For more informatimu
our management agreements with Five Star and taedepooling agreements, see Note 5 to our Categelil Financial Statements appearing in Iltem 1&wel
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Investment Policies.

Acquisitions. Our present investment goals are to acquiréiaddl properties primarily for income and secorilgefor appreciation potential. In
implementing this acquisition strategy, we consiaeange of factors relating to each proposed aitpn, including:

. use and size of the property;

. proposed acquisition price;

. existing or proposed lease or management terms;

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

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

. estimated replacement cost of the property;

. design, physical condition and age of the property;

. competitive market environment of the property;

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

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

We have no policies which specifically lirtie percentage of our assets which may be indésteny individual property, in any one type obperty, in
properties leased to any one tenant or in propele@sed to an affiliated group of tenants.

Form of Investments. We prefer wholly owned investments in fee iasts. However, circumstances may arise in whiclmay invest in leaseholds, joint
ventures, mortgages and other real estate intek&stsnay invest in real estate joint ventures ifasaclude that by doing so we may benefit fromghgicipation
of co-venturers or that our opportunity to part&#in the investment is contingent on the usejoird venture structure. We may invest in partatipg,
convertible or other types of mortgages if we cadelthat by doing so, we may benefit from the dimsk or appreciation in the value of a property @his not
available for purchase.

Mergers and Strategic Combinations.

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

Disposition Policies.

From time to time, we consider the salerwd or more properties or investments. Dispositiecisions are made based on a number of factdrsling, but
not limited to, the following:

. our ability to lease the affected property amig acceptable to us or have the affected propeatyaged with our realizing acceptable returns;
. our tenant's or manager's desire to purchasaftbeted property;

. our tenant's or manager's desire to cease apggdtthe affected property;

. proposed sale price;

. strategic fit of the property or investment witte trest of our portfolio; and

. existence of alternative sources, uses or needsfutal.
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Financing Policies.

There are no limitations in our organizatibdocuments on the amount of indebtedness weimsay. Our revolving credit facility and our senioote
indenture contain financial covenants which, amottger things, restrict our ability to incur indethteess and require us to maintain financial rati@saminimum
net worth. However, we may seek to amend thesenemie or seek replacement financings with lessicége covenants. In the future, we may decidedek
changes in the financial covenants which curremsgrict our debt leverage based upon then cuestiomic conditions, the relative availability asubts of debt
versus equity capital and our need for capitahlke tadvantage of acquisition opportunities or atfes.

We may also determine to seek additiongitabthrough equity offerings, debt financingsergion of cash flows in excess of distributionskbareholders, or
a combination of these methods. To the extent welddo obtain additional debt financing, we maysdoon an unsecured basis or a secured basis. Weeaah tc
obtain lines of credit or to issue securities setomur common shares, including preferred shareebt securities, some of which may be convertitio
common shares or be accompanied by warrants thv@seccommon shares. We may also finance acquisitipassuming debt, through an exchange of pregerti
or through the issuance of equity or other se@giti

We currently have a $750.0 million unseduevolving credit facility that we use for workimgpital and general business purposes and foisiibop
funding on an interim basis until we may refinamgth equity or long term debt. In some instances,may assume outstanding mortgage debt in conneetid
our acquisition of properties. For more informatregarding our financing sources and activitiesape see "Management's Discussion and Analysisiané&ial
Condition and Results of Operations—Liquidity anap@al Resources—Our Investment and Financing dityaand Resources" of this Annual Report on
Form 10-K.

Manager.

Our day to day operations are conducteRd&iy Management & Research LLC, or RMR. RMR origsaand presents investment and divestment
opportunities to our Board of Trustees and providesagement and administrative services to us. RMRDelaware limited liability company beneficiaiwned
by Barry M. Portnoy and Adam D. Portnoy, our Mamagi rustees. RMR has a principal place of busiaeé3svo Newton Place, 255 Washington Street, St
Newton, Massachusetts 02-1634, and its telephone number is (617) 796-8BMR also acts as the manager to CommonWealth REITWH, Government
Properties Income Trust, or GOV, Hospitality Prajgsr Trust, or HPT, and Select Income REIT, or SR provides management and other services to othe
public and private companies, including Five Staaf@y Care, Inc., or Five Star, TravelCenters ofidsica LLC, or TA, and Sonesta International Hotels
Corporation, or Sonesta. Barry M. Portnoy is thai@han of RMR, and its other directors are AdanPbrtnoy, Gerard M. Martin, formerly one of our Mairay
Trustees, and David J. Hegarty, our President dnef ©perating Officer. The executive officers d¥IR are: Adam D. Portnoy, President and Chief Exgeut
Officer; David M. Blackman, Executive Vice Presitiefennifer B. Clark, Executive Vice President &eheral Counsel; David J. Hegarty, Executive Vice
President and Secretary; Mark L. Kleifges, Exeautfice President; Bruce J. Mackey Jr., Executivee\Rresident; John G. Murray, Executive Vice Persid
Thomas M. O'Brien, Executive Vice President; Joh®@peo, Executive Vice President; William J. SkeeeliExecutive Vice President; Ethan S. Bornsteemi@
Vice President; Richard A. Doyle, Senior Vice Pdesit; Paul V. Hoagland, Senior Vice President; Ma#t P. Jordan, Senior Vice President, TreasureCimef
Financial Officer; David M. Lepore, Senior Vice Bigent; Andrew J. Rebholz, Senior Vice Presidemd; Blark R. Young, Senior Vice President. David éghirty
and Richard A. Doyle are our executive officers attter executive officers of RMR also serve asceffs of other companies to which RMR provides mansnt
services.
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Employees.

We have no employees. Services which wotlldrwise be provided by employees are provideRIR and by our Managing Trustees and officers. As o
March 3, 2014, RMR had approximately 850 full tisvaployees, including a headquarters staff and negioffices and other personnel located througttoeit
United States.

Government Regulation and Reimbursement.

The senior living and healthcare industaes subject to extensive, frequently changingrigdstate and local laws and regulations. Althoogist of these
laws and regulations affect the manner in whichtenants and managers operate our properties, gbthem also impact the values of our propertiesn& of the
laws that impact or may impact us or our tenant®@nagers include: state and local licensure léamss protecting consumers against deceptive pestiaws
relating to the operation of our properties and lawtenants and managers conduct their operasoeh, as fire, health and safety laws and privaas] federal
and state laws affecting assisted living commusiitieat participate in Medicaid and skilled nursfagilities, or SNFs; federal and state laws affegtiospitals,
clinics and other healthcare facilities that paptte in both Medicaid and Medicare that manddtanalble costs, pricing, reimbursement procedures an
limitations, quality of services and care, foodvies and physical plants; resident rights lawsl(idmg abuse and neglect laws) and fraud laws:ldakiback and
physician referral laws; the Americans with Disalgis Act, or the ADA, and similar state and lotzal/s; and safety and health standards set by terde
Occupational Safety and Health Administration. Medll funding is available in some, but not alltesaor assisted living services. State licenstardards for
assisted living communities, SNFs, hospitals, cfrand other healthcare facilities typically addriegility policies, staffing, quality of servicasd care, resident
rights, fire safety and physical plant matters, egldted matters. We are unable to predict thedutourse of federal, state and local legislatioregulation.
Changes in the regulatory framework could have teriz adverse effect on the ability of our tenaotpay us rent, the profitability of our managedisr living
communities and the values of our properties.

State and local health and social serviEneies and other regulatory authorities regulateli@ense many senior living communities. Stataltheauthorities
regulate and license hospitals, clinics and otleatthcare facilities. In most states in which wenqwoperties, we and our tenants and managerseahéijed fromr
providing certain services without first obtainiagpropriate licenses. In addition, most statesiregucertificate of need, or CON, before an entigy open a SN
or hospital or expand services at an existingitgcin some states, CON requirements also apphstisted living communities and some other heaféhc
facilities. In addition, some states (such as Gatifa and Texas) that have eliminated CON laws maisned other means of limiting development ofFSN
including moratoria, licensing laws and limitatiomgon participation in the state Medicaid progr&®nior living facilities, hospitals and other hbalre facilities
must also comply with applicable state and locdlding, zoning, fire and food service codes befi@ensing or Medicare and Medicaid certificatioe granted.
These laws and regulatory requirements could affecability and that of our tenants and manageexpand into new markets or to expand commurnities
existing markets. In addition, the operation of properties outside of the scope of applicablenke&l authority can result in us, our tenants oragers being
subject to penalties and sanctions, including ckosi facilities.

In addition, governmental authorities heen subjecting healthcare facilities such as thwaewe own to increasing numbers of inspectisasyeys,
investigations, audits and other potential enforeenactions. We and our tenants and managers expasitierable resources to respond to such actions.
Unannounced inspections or surveys may occur alynorabiannually, or even more regularly, such@tofving a regulatory body's receipt of a complahbut a
facility. From time to time in the ordinary courskbusiness, we and our tenants and managers eegeficiency reports
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from state regulatory bodies resulting from thespéections and surveys. We and our tenants andgaemnseek to resolve most inspection deficientierigh a
plan of corrective action relating to the affectadility's operations. If we or our tenants or mgea fail to comply with any applicable legal reguaients, or are
unable to cure deficiencies, certain sanctions beaynposed and, if imposed, may adversely affectthility of our tenants to pay their rent to Une profitability
of our managed senior living communities and theesof our properties. In addition, governmentareies typically have the authority to take okseether
action against a licensed or certified facilityclimding the ability to impose civil money penalt@sfines; suspend, modify, or revoke a licensedicare or
Medicaid participation; suspend or deny admissifmgsidents; deny payments in full or in parttituge state oversight, temporary management aivecship;
and impose criminal penalties. Loss, suspensionatfification of a license or certification or threposition of other sanctions or penalties couldeasiely affect
the values of our properties, the ability of ouraets to pay their rents and the profitability af smanaged senior living communities.

The Centers for Medicare and Medicaid S&wjor CMS, of the United States Department oftHeand Human Services, or HHS, has increasedsgssght
of state survey agencies in recent years, focutsrgnforcement efforts on nursing homes and chafimsirsing home operators with findings of subdtad care ¢
repeat and continuing deficiencies and violati@relS has also sought to provide consumers with mahdit information relating to nursing homes. Moren\state
Attorneys General typically enforce consumer priddeclaws relating to senior living services, haals, clinics and other healthcare facilities. tidiéion, state
Medicaid fraud control agencies may investigate pradecute assisted living communities and nurfaniities, hospitals, clinics and other healthctaelities
under fraud and patient abuse and neglect laws.

Current state laws and regulations allofoe@ment officials to make determinations as t@thkr the care provided by or on behalf of ourtémat our
healthcare facilities exceeds the level of carenfoich a particular facility is licensed. A findirigat a facility is delivering care beyond the se@p its license can
result in the immediate discharge and transfeesidents, which could adversely affect the abdityhe tenant to pay rent to us, the profitabifyour managed
senior living communities and the values of ourpenties. Furthermore, some states and the fedevargment allow certain citations of one facilityimpact
other facilities operated by the same entity aglated entity, including facilities in other stat®evocation of a license or certification at oaeility could therefor
impact our or a tenant's or manager's ability t@iobnew licenses or certifications or to maintairrenew existing licenses at other facilities, ethtould adverse
affect the ability of that tenant to pay rent tooughe profitability of that manager. In additiam adverse finding by state officials could sease¢he basis for
lawsuits by private plaintiffs and may lead to istigations under federal and state laws, whichaceegult in civil and/or criminal penalties agaittst facility as
well as a related individual or entity.

As of December 31, 2013, approximately 35%ur current net operating income, or NOI, asrd=f in Item 7 of this Annual Report on Form 10f6m our
properties came from properties where a majoritthefNOI is derived from private resources, andrémeaining 5% of our NOI from our properties camanf
properties where a majority of the NOI is dependgrdn Medicare and Medicaid programs. Our tenapgsatie facilities in many states and participatfederal
and state healthcare payment programs, includiadettteral Medicare and state Medicaid benefit @ogr for services in SNFs, hospitals and other amil
facilities and state Medicaid programs for serviceassisted living communities. In light of ther@nt federal budget deficit and challenging stiseal conditions
there have been numerous recent legislative andat®gy actions or proposed actions with respef¢deral Medicare rates and state Medicaid ratd<eareral
payments to states for Medicaid programs, eachhi¢twcould have a material adverse effect on thi&abf our tenants to pay us
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rent, the profitability of our managed senior liginommunities and the values of our propertiesniptas include:

. The Patient Protection and Affordable Care Actaended by the Health Care and Education RecaimmiliAct, or collectively, the ACA, signed
into law in March 2010, has resulted in changaadarance, payment systems and healthcare debystgms. The ACA is intended to expand
access to health insurance coverage and reduggdivwth of healthcare expenditures while simultaspmaintaining or improving the quality of
healthcare. Some of the provisions of the ACA teffkct immediately, whereas others will take effaclater dates. The ACA reduced the Medicare
prospective payment system, or PPS, annual maslsieb adjustments for IRFs by 0.25% for federakfiyears 2010 and 2011, 0.1% for federal
fiscal years 2012 and 2013, and 0.3% for fedesahfiyear 2014. As previously noted, in the foautlrter of 2013, we sold our two IRFs.
Beginning in federal fiscal year 2012, the ACA ateduced both the SNF PPS and IRF PPS annual adjntst for inflation by a productivity
adjustment based on national economic productatayistics. We are unable to predict the impa¢he$e reductions on Medicare rates for SNFs,
but they could have a material adverse effect erathility of our tenants to pay their rent, thefiability of our managed senior living communities
and the values of our properties.

. The ACA establishes an Independent Payment AdviBogrd to submit legislative proposals to Congersstake other actions with a goal of
reducing Medicare spending growth and includesowsrother provisions affecting Medicare and Medigabviders, including enforcement refor
and increased funding for Medicare and Medicaidymm integrity control initiatives. In June 2018etU.S. Supreme Court upheld two major
provisions of the ACA—the individual mandate, whiglyuires most Americans to maintain health insteaor to pay a penalty, and the Medicaid
expansion, which requires states to expand thediddéd programs by 2014 to cover all individualslenthe age of 65 with incomes not exceeding
133% of the federal poverty level. In upholding Medicaid expansion, the Supreme Court held thablated the U.S. Constitution as drafted but
remedied the violation by modifying the expansiomteclude the Secretary of HHS from withholdingsérg federal Medicaid funds from states
that fail to comply with the Medicaid expansionstead allowing the Secretary only to deny new Maidiexpansion funding. Under the ACA, the
federal government will pay for 100% of a statesditaid expansion costs for the first three ye2044 - 2016) and gradually reduce its subsidy to
90% for 2020 and future years. As of December 813219 states have elected not to broaden Medétitility and six remain undecided; those
states that ultimately choose not to participatelédicaid expansion will forgo the federal fundattlvould otherwise be available for that purpose.
We are unable to predict the impact of these ogratbcent legislative and regulatory actions oppsed actions with respect to state Medicaid rates
and payments to states for Medicaid programs on us.

. Medicare reimburses SNFs under a PPS providingea foayment for each day of care provided to a badibeneficiary. The PPS requires SNFs
to assign each resident to a care group dependitigad resident's medical characteristic and seméeds. These care groups are known as
Resource Utilization Groups, or RUGs. The PPS paysneover substantially all Medicare Part A sersittee beneficiary receives. Capital costs are
part of the PPS rate and are not facility-specMany states have similar Medicaid PPSs. CMS impleied the PPS for SNFs pursuant to the
Balanced Budget Act of 1997, or the BBA, and upsl&BS payments for SNFs each year by a marketthgstkate to account for inflation.

. Effective October 1, 2010, CMS adopted rules lmplemented a new PPS case mix classificatiotesy&nown as RUG-IV. Following the

implementation of RUG-1V, Medicare billing increaseationally, partially because of the unexpectdailge proportion of patients grouped in the
highest-paying RUG therapy categories. CMS didimteind for the
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implementation of RUG-IV to increase Medicare hifjj however, and on October 1, 2011, CMS adopfethbrule designed to recalibrate
Medicare PPS rates for SNFs. The rule resultedr@daction in aggregate Medicare payments for SiFspproximately 11.1%, or $3.87 billion,
federal fiscal year 2012. CMS updated Medicare paymates for SNFs effective October 1, 2012, wiicheased aggregate Medicare payment
rates for SNFs by 1.8%, or $670 million, for feddiscal year 2013. On October 1, 2013, CMS updaedicare payments to SNFs for federal
fiscal year 2014, which CMS estimates will increpagments to SNFs by 1.3%, or approximately $470ani Due to the previous reduction of
approximately 11.1% discussed above, however, Meeipayment rates will be lower for federal fispadr 2014 than they were in federal fiscal
year 2011. In addition, the Middle Class Tax Retiefl Job Creation Act of 2012, enacted in Febr@@f?, incrementally reduces the SNF
reimbursement rate for Medicare bad debt from 100%5% by federal fiscal year 2015 for beneficiamgeially eligible for Medicare and Medicaid.
Because nearly 90% of SNF bad debt is related ab eligible beneficiaries, this rule has a substhmegative effect on SNFs. The Middle Class
Tax Relief and Job Creation Act of 2012 also redubte SNF Medicare bad debt reimbursement rat®éaticare beneficiaries not eligible for
Medicaid from 70% to 65% in federal fiscal year 2@ihd going forward. The changes to the reimburse¢nag¢es for bad debt may have a material
adverse effect on our tenants' ability to pay s, tae profitability of our managed senior livingmmunities and the values of our properties.

. Medicare reimburses IRFs under a PPS implement2@02 pursuant to the BBA. As previously notiecthe fourth quarter of 2013, we sold our
two IRFs.
. The federal government is also seeking to slowgtioe/th of Medicare and Medicaid payments to SNFseweral ways, including pursuant to the

Deficit Reduction Act of 2005, or the DRA. In 20@6e government implemented limits on Medicare pewyts for outpatient therapies but, purst
to the DRA, created an exception process underhwbeneficiaries could request an exemption froncpeand be granted the amount of services
deemed medically necessary by Medicare. Subsetpwestemporarily extended the Medicare outpatieetapy cap exception process through
March 31, 2014. Without further extensions, theiton of the Medicare outpatient therapy cap exioa process may result in a reduction in our
tenants' outpatient therapy revenues in 2014.

. The DRA increased the "look-back" period for proteid asset transfers that disqualify individuatsrfrMedicaid nursing home benefits from three
to five years. The period of Medicaid ineligibilibegins on the date of the prohibited transfeherdate an individual has entered the nursing home
and would otherwise be eligible for Medicaid coggawhichever occurs later, rather than on the ofatiee prohibited transfer, effectively
extending the Medicaid penalty period. This inces8ook-back” period effectively places an additibburden on our tenants and managers to
collect charges directly from their residents ameirttransferees.

. Our tenants' Medicare Part B outpatient therapgmae rates are tied to the Medicare Physician Ebedsile, or MPFS. Although the MPFS had
previously been scheduled to be reduced by more26&6 in 2013, MPFS rates remained fixed at the228tel throughout 2013, increased 0.5%
for the period between January 1, 2014 and Mar¢t2@14, and are scheduled to be reduced by 20.feXtiee April 1, 2014. Unless the cut is once
again delayed, it will likely result in a reductitmour tenants' Medicare Part B rates for outpatieerapy services and could be materially adverse
to their ability to pay us rent.

. The Budget Control Act of 2011 and the Bipami&udget Act of 2013 allow for automatic reductiom$ederal spending by means of a process
called sequestration, which reduced Medicare paymates by 2% starting in March 2013. Medicaidxsrapt from the automatic
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reductions, as are certain Medicare benefits. Wainable to predict the long-term financial impatus and our tenants of the automatic payment
cuts; however, such impact may be adverse and ialatiour tenants' ability to pay rent to us amdtloe value of our properties.

. The DRA and the ACA also include provisions that@irage states to provide long term care servitesine and community based settings rather
than in nursing homes or other inpatient facilitiesluding increased federal Medicaid spendingsfame states through the use of several progi
One such program, the Community First Choice, erGFC Option, grants states that choose to paatiim the program a 6% increase in federal
matching payments for related medical assistanpereditures. California was the only state to immatthe CFC Option in fiscal year 2012,
followed by Oregon in 2013, but at least six otsiates have reported that they are consideringeim@hting it in 2014. We are unable to predict the
effect of the implementation of the CFC Option atider similar programs.

. The ACA extended and expanded eligibility fggragram to award competitive grants to states émnahstration projects to provide home and
community based long term care services to qudlifidividuals relocated from SNFs, providing certaicreased federal medical assistance for
each qualifying beneficiary. States are also péeahito include home and community based serviceptisnal services under their Medicaid state
plans, and states opting to do so may establisle stongent needs based criteria for nursing haendces than for home and community based
services. The ACA also expanded the services thwssmay provide and limited their ability to saps on enrollment, waiting lists or geographic
limitations on home and community based servicésnges under the ACA that have resulted, or wsllilte in reduced payments for services, o
failure of Medicare, Medicaid or insurance paynmetés to cover increasing costs, could adversalynaaierially affect the ability of our tenants to
pay rent to us, the profitability of our managediseliving communities and the values of our pndjes.

. CMS establishes standards that facilities must mmeatder to be classified as IRFs under the Medigaogram. We believe that our tenants' IRFs
operated in compliance with those standards duhiageriod in which our tenants operated them; lveweve can provide no assurance that CMS
will not make a determination that our tenants wese-compliant during this period. As previouslytet) in the fourth quarter of 2013, we sold our
two IRFs.

. Some of the states in which our tenants and masagerate have not raised Medicaid rates by amauiffisient to offset increased costs or have
frozen or reduced such rates. Effective June 301 20ongress ended certain temporary increaseslerdl payments to states for Medicaid
programs that had been in effect since 2008. Desipése freezes, Medicaid expenditures are praojeotscrease by 12.2% in 2014 and by an
average annual rate of 7.9% in 2015 and 2016, alerdsely due to the expansion in Medicaid elitiipiunder the ACA beginning in 2014. From
2017 through 2022, Medicaid spending is expectegtda by an average annual rate of 6.6% per yeainlyndriven by spending for aged and
disabled beneficiaries. We expect that the endfribese temporary payments, combined with the goatied slow recovery of state revenues, may
result in increases in state budget deficits, paldily in those states that are not participaiimiledicaid expansion. As a result, certain statay
continue to reduce Medicaid payments to healthsareice providers including some of our tenants part of an effort to balance their budgets.

We are unable to predict the impact of ¢h@sother recent legislative and regulatory astionproposed actions with respect to state Medlices and
federal Medicare rates and federal payments testat Medicaid programs on those of our tenargsdirive a portion of their revenues from MedicMedicaid
and other governmental programs, or those of ouragers that provide management services to suaent®rirhe changes implemented or to be implemersted
result of
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such actions could result in the failure of Medé;avledicaid or private payment reimbursement rete®ver increasing costs, in a reduction in paysienother
circumstances that could have a material advefeetain the ability of some of our tenants to pamtrto us, the profitability of affected managediseliving
communities and the values of our properties.

Federal and state efforts to target falagns, fraud and abuse and violations of anti-kak physician referral and privacy laws by providender
Medicare, Medicaid and other public and privategpaos have increased in recent years, as havemivietary penalties, treble damages, repaymenirezgents
and criminal sanctions for noncompliance. The fabEalse Claims Act, as amended and expanded Hyréhel Enforcement and Recovery Act of 2009 and the
ACA, provides significant civil monetary penaltiasd treble damages for false claims and authonim®giduals to bring claims on behalf of the federa
government for false claims. The federal Civil Mtarg Penalties Law authorizes the Secretary of ltHigpose substantial civil penalties, treble daessand
program exclusions administratively for false claior violations of the federal Anti-Kickback stautn addition, the ACA increased penalties unedefal
sentencing guidelines between 20% and 50% for lheske fraud offenses involving more than $1 milli@overnmental authorities are devoting increasing
attention and resources to the prevention, detectiod prosecution of healthcare fraud and abugs Entractors are also expanding the retroactindits of
Medicare claims submitted by IRFs, SNFs and othevigers, and recouping alleged overpayments firicges determined by auditors not to have been cadlgi
necessary or not to meet Medicare coverage crigarizlled. State Medicaid programs and other thady payers are conducting similar medical nateasd
compliance audits. The ACA facilitates the Deparitra Justice's, or the DOJ's, ability to investégallegations of wrongdoing or fraud at SNFs, ant ppecause
increased cooperation and data sharing among CMS,@OJ and the states. In addition, the ACA reemiiall states to terminate the Medicaid particgpatf any
provider that has been terminated under MedicasnypMedicaid state plan. Our tenants and manapgesnd significant resources to comply with thesesland
regulations, and any findings of noncompliance byeggnmental authorities may have a material an@@@veffect on their ability to pay rent to us.

Federal and state laws designed to prtitectonfidentiality and security of individuallyddtifiable information apply to us, our tenants amd managers.
Under the federal Health Insurance Portability Asdountability Act of 1996, or HIPAA, and the Healinformation Technology for Economic and Clini¢éaltr
Act, we, our tenants and our managers that areeteolventities" or "business associates" withinnieaning of HIPAA must comply with rules adoptedHiyS
governing the privacy, security, use and disclosdiiedividually identifiable information, includimfinancial information and protected health infatian, or PHI.
and also with security rules for electronic PHIefédnmay be both civil monetary penalties and crahganctions for noncompliance with such fedenabklaOn
January 17, 2013, HHS released the HIPAA Omnibue,Ru the Omnibus Rule, which went into effectdarch 26, 2013 and required compliance with most
provisions by September 23, 2013. Pursuant to theibus Rule, "covered entities" were required td&eneertain modifications to any business associate
agreements that they have in place with their 'ess associates" within the meaning of HIPAA. Iditiain, the Omnibus Rule required "covered entities
modify and redistribute their notices of privacygtices to include certain provisions relatingtte tise of PHI. Further, the Omnibus Rule modiffesistandard
for providing breach notices, which was previousiyperform an analysis of the harm of any discledaora more objective analysis relating to whe#rer PHI
was actually acquired or viewed as a result obtteach. In addition to HIPAA, many states have tgththeir own security and privacy laws relating to
individually identifiable information. In some sést these laws are more stringent than HIPAA, amdour tenants and our managers must comply witlicable
federal and state standards.

We require our tenants and managers to lyowigh all laws that regulate the operation of @enior living communities. Although we do not ek that the
costs to comply with these laws will
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have a material adverse effect on us directly,gfamsts may adversely affect the profitability af managed senior living communities and the abidftour
tenants to pay their rent to us. If we or any af ®mants or managers were subject to an actiegiafj violations of such laws or to any adverseeination
concerning any of our or our tenants' licensedigibdity for Medicare or Medicaid reimbursement any substantial penalties, repayments or sarstibese
actions could materially and adversely affect thiéitg of our tenants to pay rent to us, the pfitity of our managed senior living communitiesldhe values of
our properties. If any of our tenants or managenes unable to operate our properties, or ifodiryr tenants becomes unable to pay its rent lsecihas
violated government regulations or payment lawsnvag experience difficulty in finding a substituemant or manager or selling the affected propierty fair
and commercially reasonable price, and the valubeo&ffected property may decline materially.

Federal, state and local agencies regolat&OB tenants that provide healthcare serviceanystates require medical clinics, ambulatory sxyrgenters,
clinical laboratories and other outpatient healtddacilities to be licensed and inspected for climmge with licensure regulations concerning prsi@sal staffing,
services, patient rights and physical plant reqoéets, among other matters. Our tenants must cowifiiythe ADA and similar state and local lawste extent
that such facilities are "public accommodationstiafined in those statutes. The obligation to cgmyith the ADA and similar laws is an ongoing olaligpn, and
our tenants expend significant resources to comyily such laws.

Healthcare providers and suppliers, ineigddhysicians and other licensed medical practtisnthat receive federal or state reimbursemeaéruiedicare,
Medicaid or other federal or state programs mustpg with the requirements for their participationthose programs. Our tenants that are healthmareders
are subject to reimbursement rates that are inaglgssubject to cost control pressures and masedaced or may not be increased sufficiently toecakeir
increasing costs, including our rents.

The U.S. Food and Drug Administration, lee £DA, and other federal, state and local autiesriéxtensively regulate our biotechnology labasatenants
that develop, manufacture, market or distribute dewgs, biologicals or medical devices for humag. 0$he FDA and such other authorities regulatectinécal
development, testing, manufacture, quality consafety, effectiveness, labeling, storage, receebkng, advertising and promotion of those prodiefore a
new pharmaceutical product or medical device masmnhaeketed and distributed in the United StatesFib& must approve it as safe and effective for hamse.
Preclinical and clinical studies and documentaiiboonnection with FDA approval of new pharmacealcor medical devices involve significant timeperse
and risks of failure. Once a product is approvhd,RDA maintains oversight of the product and @sedoper and can withdraw its approval, recall pats or
suspend their production, impose or seek to impogkor criminal penalties on the developer oregakher actions for the developer's failure to clgmth
regulatory requirements, including anti-fraud, éat$aims, anti-kickback or physician referral laisher concerns affecting our biotechnology labmratenants
include the potential for subsequent discoveryabéty concerns and related litigation, ensuring the product qualifies for reimbursement under Mack,
Medicaid or other federal or state programs, coastrol initiatives of payment programs, the potehfior litigation over the validity or infringemenf intellectual
property rights related to the product, the evergpiration of relevant patents and the need iseradditional capital. The cost of compliance titase
regulations and the risks described in this paggramong others, could adversely affect the ghilfitour biotechnology laboratory tenants to paytte us.

Competition.

Investing in senior living facilities, waktss centers, MOBs and other real estate is ayhiginhpetitive business. We compete against othéF ®Bumerous
financial institutions, individuals and
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public and private companies who are actively eeddg this business. Also, we compete for investsibased on a number of factors including ratesnitings
offered, underwriting criteria and reputation. @uility to successfully compete is also impactecdbgnomic and population trends, availability ofemtable
investment opportunities, our ability to negotibemneficial investment terms, availability and cofstapital and new and existing laws and regulati@ome of ou
competitors are dominant in selected geographmaperty markets, including in markets we operitany of our competitors have greater financial atteer
resources than we have. We believe the geographecsity of our investments, the experience antitas of our management, our affiliation with RMiRe
quality of our assets and the financial strengtimahy of our tenants and operators affords us sTmpetitive advantages which have and will allovtaieperate
our business successfully despite the competit@era of our business.

The tenants and managers that operateealthicare facilities compete on a local and redibaais with operators of facilities that providengparable
services. Operators compete for residents andmpatEased on quality of care, reputation, physipglearance of properties, services offered, fapréyerences,
physicians, staff, price and location. We and eaahts and managers also face competition front b#wthcare facilities for tenants, such as pligagEand other
healthcare providers that provide comparable tasliand services.

For additional information on competitiomdethe risks associated with our business, plesséRisk Factors" of this Annual Report on FormKLO-

Environmental and Climate Change Matters.

Under various laws, owners as well as tenand operators of real estate may be requiret/éstigate and clean up or remove hazardous sulestgresent
at or migrating from properties they own, leaseperate and may be held liable for property danuageersonal injuries that result from hazardoustarires.
These laws also expose us to the possibility tleaimay become liable to reimburse governments ot ffarties for damages and costs they incur in ection
with hazardous substances. We reviewed environmeuottaitions surveys of the properties we own ptiotheir purchase. Based upon those surveys wedo
believe that there are environmental conditiorsngtof our properties that have had or will haveagerial adverse effect on us. However, no assesacan be
given that conditions are not present at our priggeor that costs we may be required to incuhéftiture to remediate contamination will not havaaterial
adverse effect on our business or financial comdiéind results of operations.

The current political debate about globmhate change has resulted in various treatiess kwd regulations which are intended to limit carbmissions. We
believe these laws being enacted or proposed mese@nergy costs at our properties to increasayduaio not currently expect the direct impact efsthincrease
to be material to our results of operations, beeaus expect the increased costs either would beefponsibility of our tenants directly or in langart may be
passed through by us to our tenants as additieaaklpayments. Although we do not believe it isljikn the foreseeable future, laws enacted togaié climate
change may make some of our buildings obsoletause us to make material investments in our prigsenthich could materially and adversely affect our
financial condition. For more information regardiclgnate change matters and their possible advergact on us, please see "Management's Discussibn a
Analysis of Financial Condition and Results of Gggems—Impact of Climate Change."

Insurance.

We generally provide insurance coveragetormanaged senior living communities, and ousdsaf other properties generally provide thattenants are
responsible for the costs of insurance coveragthfoproperties we lease to them, including fouedy, liability, fire, extended coverage
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and rental or business interruption loss. Excephiéncase of our managed senior living communitieseither purchase the insurance ourselves antépants
reimburse us, or the tenants buy the insurancettlirend are required to list us as an insuredypémtaddition, we participate with RMR and othempanies to
which RMR provides management services in a conebiimgurance program through AIC, and with respeettiich AIC is a reinsurer of certain coverage
amounts. For more information, see "ManagemenssuBision and Analysis of Financial Condition anduRs of Operations—Related Person Transactions."

Internet Website.

Our internet website address is www.snlo@ih. Copies of our governance guidelines, codmisiness conduct and ethics, or Code of Conducpalicy
outlining procedures for handling concerns or caimts about accounting, internal accounting costoolauditing matters and the charters of our audit
compensation and nominating and governance conegittee posted on our website and may be obtaieedfrcharge by writing to our Secretary, Seniousiog
Properties Trust, Two Newton Place, 255 Washin@weet, Suite 300, Newton, Massachusetts 02458-6é6a%our website. We make available, free of gbar
on our website, our Annual Reports on Form 10-Kacerly Reports on Form 10-Q, Current Reports omR8-K and amendments to these reports filed or
furnished pursuant to Section 13(a) or 15(d) ofSkeurities Exchange Act of 1934, as amended eExthange Act, as soon as reasonably practicébletlaese
forms are filed with, or furnished to, the Secestand Exchange Commission, or SEC. Any sharehofdather interested party who desires to commu@iadth
our non-management Trustees, individually or asoa may do so by filling out a report on our wigdasOur Board of Trustees also provides a protass
security holders to send communications to the@®oard of Trustees. Information about the proéessending communications to our Board of Trustezn be
found on our website. Our website address is iredugkveral times in this Annual Report on Form 18ska textual reference only and the informatiothén
website is not incorporated by reference into Ansual Report on Form 10-K.

Seament Reporting.

As of December 31, 2013, we have four apegasegments. The first operating segment includele net senior living communities that provisteort term
and long term residential care and dining servioesesidents. Properties in this segment incledséd independent living communities, assisteddivi
communities and skilled nursing facilities. We eegntal income revenues from the tenants that leadeoperate our leased communities. The secorrdtoge
segment includes managed senior living communtitiasprovide short term and long term residen@aband dining services for residents. Propentidbis
segment include managed independent living comnesrdind assisted living communities. We earn feessarvices revenues from the residents of our getha
senior living communities. We began our managedibséiming communities business in June 2011. Thiedtoperating segment includes properties wherdicaé
related activities occur but where residential aigitt stays and dining services are not providedpé&rties in this segment include MOBs. The foulerating
segment includes the operating results of certaipgrties that offer fitness, wellness and spaisesvto members, which we do not consider to bicgerftly
material as to constitute a separate reporting sagréee "Management's Discussion and Analysisnafif€ial Condition and Results of Operations" and o
consolidated financial statements included in "Bitkiand Financial Statement Schedules" of thisuahReport on Form 10-K for further financial infioation on
our operating segments.
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FEDERAL INCOME TAX CONSIDERATIONS

The following summary of United States fedéncome tax considerations is based on exidéimg and is limited to investors who own our shags
investment assets rather than as inventory orgsepty used in a trade or business. The summary miotediscuss all of the particular tax consequeiticat might
be relevant to you if you are subject to speciswnder federal income tax law, for example ifi yoe:

. a bank, insurance company or other financialtirtfon;

. a regulated investment company or REIT;

. a subchapter S corporation;

. a broker, dealer or trader in securities orifpreurrency;

. a person who marks-to-market our shares;

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

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

. a person subject to alternative minimum tax;

. a person who owns our shares as part of a $&rauedging transaction, constructive sale tramsactonstructive ownership transaction or

conversion transaction;
. a United States expatriate; or

. except as specifically described in the followingmsnary, a trust, estate, tax-exempt entity or fprgierson.

The sections of the United States InteRmlenue Code of 1986, as amended, or the IRCgtivatrn the federal income tax qualification andtmeent of a
REIT and its shareholders are complex. This presentis a summary of applicable IRC provisionatesl rules and regulations and administrativejaditial
interpretations, all of which are subject to chamessibly with retroactive effect. Future legislet judicial or administrative actions or decissazould also affect
the accuracy of statements made in this summaryh&Ve not received a ruling from the United Stétésrnal Revenue Service, or the IRS, with respeeny
matter described in this summary, and we cannatras®u that the IRS or a court will agree withadlthe statements made in this summary. The IRSamurt
could, for example, take a different position frtmt described in this summary with respect toamguisitions, operations, restructurings or othatters, which,
if successful, could result in significant tax liiities for applicable parties. In addition, thisrsmary is not exhaustive of all possible tax conseges, and does |
discuss any estate, gift, state, local or foreggndonsequences. For all these reasons, we urgangbany prospective acquiror of our shares toudomsth a tax
advisor about the federal income tax and othectesequences of the acquisition, ownership anasigpn of our shares. Our intentions and beliefsadibed in
this summary are based upon our understandingpticaple laws and regulations that are in effeatfahie date of this Annual Report on Form 10-Kndfv laws
or regulations are enacted which impact us diremtlindirectly, we may change our intentions otidfel
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Your federal income tax consequences mikgrdiepending on whether or not you are a "U.&reholder." For purposes of this summary, a "U.S.
shareholder" is a beneficial owner of our shares ish

. a citizen or resident of the United States, inalgdan alien individual who is a lawful permanersident of the United States or meets the subst:
presence residency test under the federal incoxless;

. an entity treated as a corporation for fedarebime tax purposes that is created or organized umder the laws of the United States, any state
thereof or the District of Columbia;

. an estate the income of which is subject tof@ldacome taxation regardless of its source; or

. a trust if a court within the United Stateslideato exercise primary supervision over the adstiation of the trust and one or more United States
persons have the authority to control all subsshdicisions of the trust, or, to the extent predicth Treasury regulations, a trust in existence on
August 20, 1996 that has elected to be treateddasn@stic trust;

whose status as a U.S. shareholder is not overridgan applicable tax treaty. Conversely, a "noB:$hareholder" is a beneficial owner of our sharko is not
a U.S. shareholder.

If a partnership (including any entity treghas a partnership for federal income tax purgdsea beneficial owner of our shares, the taattnent of a partner
in the partnership generally will depend upon ttadus of the partner and the activities of themmhip. A beneficial owner that is a partnersiig partners in
such a partnership are urged to consult their daisars about the federal income tax consequerfdd® acquisition, ownership and disposition of shares.

Taxation as a REIT

We have elected to be taxed as a REIT uBdetions 856 through 860 of the IRC, commencirth wur taxable year ended December 31, 1999. OUF RE
election, assuming continuing compliance with tientapplicable qualification tests, will continumeeffect for subsequent taxable years. Althoughssurance ci
be given, we believe that we have been organizddame operated, and will continue to be organaadito operate, in a manner that qualified andauilitinue tc
qualify us to be taxed under the IRC as a REIT.

As a REIT, we generally are not subjedetteral income tax on our net income distributedigiglends to our shareholders. Distributions to shareholders
generally are included in their income as dividetadthe extent of our current or accumulated egsend profits. Our dividends are not generallytledtto the
preferential tax rates on qualified dividend incoimet a portion of our dividends may be treatedagstal gain dividends or as qualified dividenddme, all as
explained below. No portion of any of our dividerisi€ligible for the dividends received deduction dorporate shareholders. Distributions in exodssirrent or
accumulated earnings and profits generally areddsfor federal income tax purposes as returnapital to the extent of a recipient shareholdeas$in our
shares, and will reduce this basis. Our curreatcoumulated earnings and profits are generallgalés first to distributions made on our prefeskdres, of whic
there are none outstanding at this time, and tftereta distributions made on our common shares.afidhese purposes, our distributions includéhtiztsh
distributions and any in kind distributions of pesty that we might make.

Our counsel, Sullivan & Worcester LLP, ipasvided to us an opinion that we have been orgahngnd have qualified as a REIT under the IRC forl®99
through 2013 taxable years, and that our curremsitments and current and anticipated plan of ¢iperavill enable us to continue to meet the requieats for
qualification and taxation as a REIT under the IRQr counsel's opinions are conditioned upon taraption that our leases, our declaration of wmusk all other
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legal documents to which we are or have been g paste been and will be complied with by all pastie those documents, upon the accuracy and cagngles o
the factual matters described in this Annual ReporForm 10-K and upon representations made by s eertain factual matters relating to our orgation and
operations and our expected manner of operatighidfassumption or a representation is inaccunatecomplete, our counsel's opinions may be a@efectec
and may not be relied upon. The opinions of oumseliare based upon the law as it exists todaythledaw may change in the future, possibly witinaactive
effect. Given the highly complex nature of the suj@verning REITs, the ongoing importance of factiggerminations, and the possibility of future ggas in our
circumstances, no assurance can be given by Suliwd/orcester LLP or us that we will qualify astor taxed as a REIT for any particular year. Anynapi of
Sullivan & Worcester LLP as to our qualificationtaxation as a REIT will be expressed as of the @aued. Our counsel will have no obligation teisel us or
our shareholders of any subsequent change in tttenqatated, represented or assumed or of angguest change in the applicable law. Also, the iops of our
counsel are not binding on either the IRS or atceund either could take a position different frimat expressed by our counsel.

Our continued qualification and taxatioredREIT will depend upon our compliance on a caritig basis with various qualification tests imposeder the
IRC and summarized below. While we believe thatilesatisfy these tests, our counsel does noesgwdompliance with these tests on a continuingsbifsive
fail to qualify as a REIT in any year, we will belgect to federal income taxation as if we wer@iporation taxed under subchapter C of the IR@ or
C corporation, and our shareholders will be taxesl shareholders of C corporations, meaning thdera income tax generally will be applied at btbtd corporat
and shareholder levels. In this event, we coulduigect to significant tax liabilities, and the ambof cash available for distribution to our shnrelers could be
reduced or eliminated.

If we qualify as a REIT and meet the tescribed below, we generally will not pay fedémabme tax on amounts we distribute to our shadsrs|
However, even if we qualify as a REIT, we may biejsct to federal tax in the following circumstances

. We will be taxed at regular corporate rates onwmgistributed "real estate investment trust taxaieme," including our undistributed net capital
gains.
. If our alternative minimum taxable income exceedsstaxable income, we may be subject to the cotpatiernative minimum tax on our items of

tax preference.

. If we have net income from the disposition afréclosure property" that is held primarily fores& customers in the ordinary course of business o
from other nonqualifying income from foreclosur@perty, we will be subject to tax on this incoméhat highest regular corporate rate, currently
35%.

. If we have net income from prohibited transactionsatis, dispositions of inventory or property hplimarily for sale to customers in the ordinary

course of business other than dispositions of fosece property and other than dispositions excepteler a statutory safe harbor—we will be
subject to tax on this income at a 100% rate.

. If we fail to satisfy the 75% gross income testh@ 95% gross income test discussed below, buttheless maintain our qualification as a REIT,
will be subject to tax at a 100% rate on the greaté¢he amount by which we fail the 75% or the 9&%t, with adjustments, multiplied by a fraction
intended to reflect our profitability.

. If we fail to distribute for any calendar year eas$t the sum of 85% of our REIT ordinary incometfiat year, 95% of our REIT capital gain net

income for that year and any undistributed taxaiteme from prior periods, we will be subject td% nondeductible excise tax on the excess of
the required distribution over the amounts actudigributed.
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. If we acquire an asset from a corporation in asaation in which our basis in the asset is detegthivy reference to the basis of the asset in the
hands of a present or former C corporation, amekisubsequently recognize gain on the dispositfdghis asset during a specified period (generally
ten years) beginning on the date on which the aessted to be owned by the C corporation, then ilt@ay tax at the highest regular corporate tax
rate, which is currently 35%, on the lesser ofegkeess of the fair market value of the asset dveCt corporation's basis in the asset on the Hate t
asset ceased to be owned by the C corporatioheagdin we recognize in the disposition. We cutyetht not expect to sell any asset if such a sale
would result in the imposition of a material taxdility. We cannot, however, provide assurancewm®atill not change our plan in this regard.

. If we acquire a corporation in a transaction rehge succeed to its tax attributes, to preservesiatus as a REIT we must generally distributefall
the C corporation earnings and profits inheritethat acquisition, if any, not later than the efidur taxable year in which the acquisition occurs.
However, if we fail to do so, relief provisions wdallow us to maintain our status as a REIT prediave distribute any subsequently discovered C
corporation earnings and profits and pay an interiesrge in respect of the period of delayed distion. As discussed below, we have acquired C
corporations in connection with our acquisitiorr@dl estate. Our investigations of these C corpmratndicated that they did not have undistribt
earnings and profits that we inherited but failedimely distribute. However, upon review or auttie IRS may disagree.

. As summarized below, REITs are permitted withiwits to own stock and securities of a TRS. A TRSeparately taxed on its net income as a C
corporation, and is subject to limitations on tleedctibility of interest expense paid to its REEArent. In addition, its REIT parent is subject to a
100% tax on the difference between amounts chaagddedetermined rents and deductions, includicg®xinterest.

. If and to the extent we invest in properties irefgn jurisdictions, our income from those propertiéll generally be subject to tax in those
jurisdictions. If we continue to operate as wettlen we will distribute all of our taxable incontedur shareholders such that we will generally not
pay federal income tax. As a result, we cannotwecthe cost of foreign income taxes imposed onfagign investments by claiming foreign tax
credits against our federal income tax liabilityséy as a REIT, we cannot pass through to our Bb#ders any foreign tax credits.

If we fail to qualify as a REIT or electtrto qualify as a REIT, then we will be subjecféderal income tax in the same manner as a reQutarporation.
Further, as a regular C corporation, distributitmeur shareholders will not be deductible by ws,will distributions be required under the IRCs8) to the exter
of our current and accumulated earnings and prdéfitslistributions to our shareholders will gerlgrae taxable as ordinary dividends potentialligiéle for the
preferential tax rates discussed below in "Taxatibtl.S. Shareholders" and, subject to limitationthe IRC, will be potentially eligible for thexddends received
deduction for corporate shareholders. Finally, vilegenerally be disqualified from qualification asREIT for the four taxable years following theahle year in
which the termination is effective. Our failuregoalify as a REIT for even one year could resuleiduction or elimination of distributions to odraseholders, or
in our incurring substantial indebtedness or ligtiitly substantial investments in order to pay #seilting corporate-level taxes. The IRC providdigfr@rovisions
under which we might avoid automatically ceasingéca REIT for failure to meet specified REIT requients, all as discussed in more detail below.
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REIT Qualification Requirements
General Requirements. Section 856(a) of the IRC defines a REIT asrparation, trust or association:

(1) that is managed by one or more trustees ectdirs;

(2) the beneficial ownership of which is evidenbgdransferable shares or by transferable ceatifig of beneficial interest;
3) that would be taxable, but for Sections 856ulyh 859 of the IRC, as a C corporation;

(4) that is not a financial institution or an ingnce company subject to special provisions of /&

(5) the beneficial ownership of which is held B0lor more persons;

(6) that is not "closely held" as defined under rersonal holding company stock ownership teddeasribed below; and

@) that meets other tests regarding income, sisset distributions, all as described below.

Section 856(b) of the IRC provides that conditi¢histhrough (4) must be met during the entire téxalear and that condition (5) must be met durinigast
335 days of a taxable year of 12 months, or dugipgoportionate part of a taxable year of less tfamonths. Section 856(h)(2) of the IRC provides nheither
condition (5) nor (6) need to have been met duoimgfirst taxable year as a REIT. We believe thathave met conditions (1) through (7) during edcdhe
requisite periods ending on or before the closeunfmost recently completed taxable year, andveatvill continue to meet these conditions in futtarable
years. There can, however, be no assurance irepsd.

By reason of condition (6), we will fail tualify as a REIT for a taxable year if at anydiduring the last half of a year (except for otstftaxable year as a
REIT) more than 50% in value of our outstandingrebas owned directly or indirectly by five or femiadividuals. To help comply with condition (6)yi0
declaration of trust restricts transfers of ourrebdhat would otherwise result in concentratedexsimip positions. In addition, if we comply withpdigable
Treasury regulations to ascertain the ownershipuofoutstanding shares and do not know, or by é&iagcreasonable diligence would not have knowat e
failed condition (6), then we will be treated asihg met condition (6). However, our failure to goijnwith these regulations for ascertaining owngrshay resul
in a penalty of $25,000, or $50,000 for intentiovialations. Accordingly, we have complied and weilintinue to comply with these regulations, inchgi
requesting annually from record holders of sigaifitpercentages of our shares information regarti@@wnership of our shares. Under our declaraifdrust,
our shareholders are required to respond to tleepeests for information. A shareholder who failsefuses to comply with the request is required tBasury
regulations to submit a statement with its federadme tax return disclosing its actual ownersHipwr shares and other information.

For purposes of condition (6), the terndfiduals” is defined in the IRC to include natuparsons, supplemental unemployment compensatiwgfibplans,
private foundations and portions of a trust perméyeset aside or used exclusively for charitahleppses, but not other entities or qualified pemgians or
profit-sharing trusts. As a result, REIT shares etby an entity that is not an "individual" are sigiered to be owned by the direct and indirect ow/néthe
entity that are individuals (as so defined), rathan to be owned by the entity itself. SimilaREIT shares held by a qualified pension plan ofipsharing trust
are treated as held directly by the individual liengries in proportion to their actuarial interest such plan or trust. Consequently, five or fiesteech trusts could
own more than 50% of the interests in an entithauit jeopardizing that entity's
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federal income tax qualification as a REIT. Hower discussed below, if a REIT is a "pension-fdT," each qualified pension plan or profit-shgrfpension
trust owning more than 10% of the REIT's sharesdlye generally may be taxed on a portion of tividénds it receives from the REIT.

The IRC provides that we will not automatig fail to be a REIT if we do not meet conditiofiy through (6), provided we can establish thahdailure was
due to reasonable cause and not due to willfulewtgEach such excused failure will result in tgasition of a $50,000 penalty instead of REIT daldication.
It is impossible to state whether in all circumsswe would be entitled to the benefit of thigefgbrovision. This relief provision applies to afajlure of the
applicable conditions, even if the failure firstacred in a prior taxable year.

Our Wholly Owned Subsidiaries and Our Itwvesits Through Partnerships. Except in respect of TRSs as discussed beleatj@ 856 (i) of the IRC
provides that any corporation, 100% of whose stedield by a REIT and its disregarded subsidiargea,qualified REIT subsidiary and shall not l=ated as a
separate corporation. The assets, liabilities tards of income, deduction and credit of a qualifRiEIT subsidiary are treated as the REIT's. Weekelthat each
of our direct and indirect wholly owned subsidiariether than the TRSs discussed below, will deeeia qualified REIT subsidiary within the meanafg
Section 856(i) of the IRC, or a noncorporate erttigt for federal income tax purposes is not tikateseparate from its owner under Treasury rdgokissued
under Section 7701 of the IRC. Thus, except forftR&s discussed below, in applying all the federadme tax REIT qualification requirements desalibethis
summary, all assets, liabilities and items of inepaeduction and credit of our direct and indirgbblly owned subsidiaries are treated as ours.

We may invest in real estate through onmore entities that are treated as partnershipfedéaral income tax purposes, including limitedyeneral
partnerships, limited liability companies or foneigntities. In the case of a REIT that is a parimer partnership, Treasury regulations providé, theet purposes of
the REIT qualification requirements regarding ineoamd assets discussed below, the REIT is deenwartdts proportionate share of the assets of érprship
corresponding to the REIT's proportionate capitdrest in the partnership and is deemed to bdezhto the income of the partnership attributabléhis
proportionate share. In addition, for these purppe character of the assets and items of gnassnie of the partnership generally remains the sartre hands
of the REIT. Accordingly, our proportionate shafah® assets, liabilities, and items of income atrepartnership in which we become a partner &dceas ours
for purposes of the income tests and asset testastied below. In contrast, for purposes of theilligion requirement discussed below, we wouldtaito
account as a partner our share of the partnershigme as determined under the general federaiviedax rules governing partners and partnershigsmu
Sections 701 through 777 of the IRC.

Taxable REIT Subsidiaries.We are permitted to own any or all of the si@g of a "taxable REIT subsidiary" as definediection 856(l) of the IRC,
provided that no more than 25% of the total valileuw assets, at the close of each quarter, is deatpof our investments in the stock or securitiesur TRSs.
Among other requirements, a TRS of ours must:

(1) be a corporation (other than a REIT) for federabime tax purposes in which we directly or indingctivn shares;

(2)  join with us in making a TRS election;

3) not directly or indirectly operate or manage a iaddgacility or a health care facility; and

(4) not directly or indirectly provide to any persomder a franchise, license or otherwise, rightsiplarand name under which any lodging facility or

health care facility is operated, except thatmmitéd circumstances a subfranchise, sublicensemilas right can be granted to an independent
contractor to operate or manage a lodging faailita health care facility.
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In addition, any corporation (other thaREIT) in which a TRS directly or indirectly owns nmecthan 35% of the voting power or value of thestariding
securities of such corporation will automatically treated as a TRS. Subject to the discussion helevbelieve that we and each of our TRSs have bedwith,
and will continue to comply with, on a continuowssts, the requirements for TRS status at all tichesg which the subsidiary's TRS election is répaias being
in effect, and we believe that the same will be fior any TRS that we later form or acquire.

We have elected to treat as a TRS a péaticorporate subsidiary of Five Star with whomadaeenot have a rental relationship. This intende® TRanages
and operates independent living facilities forargd in the future may operate additional indepenliféing facilities for us. In that role, the intded TRS provides
amenities and services to our tenants, the indegmeriding residents; for the duration of our owstap of these independent living facilities, thhexve not been,
and are not expected to be, assisted living oleskilursing residents at these facilities, andheeitve nor the intended TRS have provided or exjoegtovide
health care services at these facilities or elsesviAthough the law is unclear on this point, &mdact a close read of the statute and legisldtigeory might
suggest otherwise, IRS private letter rulings codeland imply that the management and operatiamlependent living facilities do not constitute caténg or
managing a health care facility such that TRS steprecluded, provided that there are no assisted or skilled nursing residents in the fadgéd and provided
further that neither the REIT nor the intended TiR&vide health care services. Although IRS privetter rulings do not generally constitute bindprgcedent,
they do represent the reasoned, considered judgmhémt IRS and thus provide insight into how tR&lapplies and interprets the federal income tas.|8ased
on these IRS private letter rulings, our counselli\&n & Worcester LLP, has opined that it is mdikely than not that our intended TRS that manages
operates pure independent living facilities wilbdify as a TRS, provided that there are no assistad) or skilled nursing residents in the subjeatilities and
provided further that neither we nor the intend®8STprovide health care services.

Our ownership of stock and securities irSERs exempt from the 10% and 5% REIT asset téstsisbed below. Also, as discussed below, TRSpedarm
services for our tenants without disqualifying teats we receive from those tenants under the #595% gross income tests discussed below. Morebeeguse
TRSs are taxed as C corporations that are seffavaiaus, their assets, liabilities and items ofime, deduction and credit generally are not imptaads for
purposes of the REIT qualification requirementscdésd in this summary. Therefore, TRSs can gelyemaldertake third-party management and development
activities and activities not related to real est&inally, while a REIT is generally limited irsigbility to earn qualifying rental income from RS, a REIT can
earn qualifying rental income from the lease ofialified health care property to a TRS if an eligimdependent contractor operates the facilitydiasussed more
fully below.

Restrictions are imposed on TRSs to enthatethey will be subject to an appropriate levidliedleral income taxation. For example, a TRS matydeduct
interest paid in any year to an affiliated REITtHe extent that the interest payments exceed, giynes0% of the TRS's adjusted taxable incometat year.
However, the TRS may carry forward the disallowsdriest expense to a succeeding year, and deduictténest in that later year subject to that yea0%
adjusted taxable income limitation. In additionaiTRS pays interest, rent or other amounts tafitsated REIT in an amount that exceeds what arelated third
party would have paid in an arm's length transactioen the REIT generally will be subject to acis& tax equal to 100% of the excessive portiothefpayment.
Finally, if in comparison to an arm's length tragi&n, a tenant has overpaid rent to the REIT ichexge for underpaying the TRS for services rentjened if the
REIT has not adequately compensated the TRS foicesrprovided to or on behalf of a tenant, thenRIEIT may be subject to an excise tax equal t&d6Dthe
undercompensation to the TRS. There can be noas=that arrangements involving our TRSs willnesult in the imposition of one or more of thesdudzion
limitations or excise taxes, but we do not belitheg we or our TRSs are or will be subject to thegeositions.
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Income Tests. There are two gross income requirements folifipsgion as a REIT under the IRC:

. At least 75% of our gross income (excluding: (asgrincome from sales or other dispositions of @rgpheld primarily for sale; (b) any income
arising from "clearly identified" hedging transacts that we enter into to manage interest rateioe ghanges or currency fluctuations with respect
to borrowings we incur to acquire or carry reahgstssets; (¢) any income arising from "cleargnidied" hedging transactions that we enter into
primarily to manage risk of currency fluctuatioresating to any item that qualifies under the 7599%% gross income tests (or any property that
generates such income or gain); (d) real estatgiorexchange gain (as defined in Section 856(mi{#)e IRC); and (e) income from the repurct
or discharge of indebtedness) must be derived fnmestments relating to real property, includingrts from real property" as defined under
Section 856 of the IRC, interest and gain from @eyes on real property or on interests in real gntgpincome and gain from foreclosure property,
gain from the sale or other disposition of realgendy other than dealer property, or dividends gaid from shares in other REITs. When we rec
new capital in exchange for our shares or in aipuffering of five-year or longer debt instrumeritecome attributable to the temporary investment
of this new capital in stock or a debt instruménteceived or accrued within one year of our rpteif the new capital, is generally also qualifying
income under the 75% gross income test.

. At least 95% of our gross income (excluding:dejss income from sales or other dispositionsroperty held primarily for sale; (b) any income
arising from “clearly identified" hedging transaxcts that we enter into to manage interest rateioe ghanges or currency fluctuations with respect
to borrowings we incur to acquire or carry reahéstassets; (¢) any income arising from "cleargnidied" hedging transactions that we enter into
primarily to manage risk of currency fluctuatioresating to any item that qualifies under the 7599%% gross income tests (or any property that
generates such income or gain); (d) passive foreighange gain (as defined in Section 856(n)(3h@fRC); and (e) income from the repurchas
discharge of indebtedness) must be derived froongbation of items of real property income thats$p the 75% gross income test described
above, dividends, interest, or gains from the ealdisposition of stock, securities or real propert

For purposes of the 75% and 95% gross incomedesiitaed above, income derived from a "shared apatien provision" in a mortgage loan is generaibated
as gain recognized on the sale of the propertyhiiciwit relates. Although we will use our best effadto ensure that the income generated by oustments will
be of a type that satisfies both the 75% and 958¢sjincome tests, there can be no assurance iretasd.

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

. The amount of rent received generally must notdset on the income or profits of any person, bwt beabased on receipts or sales.

. Rents do not qualify if the REIT owns 10% or moyevite or value of the tenant, whether directhaftier application of attribution rules. While we
intend not to lease property to any party if réren that property would not qualify as rents froeal property, application of the 10% ownership
rule is dependent upon complex attribution rules @rcumstances that may be beyond our controlekample, an unaffiliated third party's
ownership directly or by attribution of 10% or mdrg value of our shares, as well as an ownershéjtipo in the stock of one of our tenants which,
when added to our own ownership position in thiaate, totals 10% or more by vote or value of tleelsbf that tenant, would result in that tenant's
rents not qualifying as rents from real propentythis regard, we already own close to, but leas,thi0%
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of the outstanding common shares of Five Star,Favel Star has undertaken to limit its redemptiohsusstanding common shares so that we do not
come to own 10% or more of its outstanding comnt@res. Our declaration of trust disallows trans@ergurported acquisitions, directly or by
attribution, of our shares to the extent neceskamaintain our REIT status under the IRC. Nevéeg there can be no assurance that these
provisions in our declaration of trust will be effive to prevent our REIT status from being jeojied under the 10% affiliated tenant rule.
Furthermore, there can be no assurance that wéevdble to monitor and enforce these restrictinaswill our shareholders necessarily be aware
of ownership of shares attributed to them undel®@s attribution rules.

. There is a limited exception to the above protopiton earning "rents from real property” from a 1@ftliated tenant where the tenant is a TRS. If
at least 90% of the leased space of a propergaged to tenants other than TRSs and 10% affilieteghts, and if the TRS's rent for space at that
property is substantially comparable to the reaid py nonaffiliated tenants for comparable spadaeproperty, then otherwise qualifying rents
paid by the TRS to the REIT will not be disqualifien account of the rule prohibiting 10% affiliatexthants.

. There is an additional exception to the above fitibh on earning "rents from real property” from@% affiliated tenant. For this additional
exception to apply, a real property interest imadlified health care property” must be leasedheyREIT to its TRS, and the facility must be
operated on behalf of the TRS by a person who I®kgible independent contractor," all as desatibe Sections 856(d)(8)-(9) and 856(e)(6)(D) of
the IRC. As described below, we believe our leagésour TRSs have satisfied and will continue atisfy these requirements.

. In order for rents to qualify, we generally mast manage the property or furnish or render sessio the tenants of the property, except thramgh
independent contractor from whom we derive no ineamthrough one of our TRSs. There is an exceptidhis rule permitting a REIT to perform
customary tenant services of the sort that a taxmgt organization could perform without being cdesed in receipt of "unrelated business taxable
income" as defined in Section 512(b)(3) of the IRCaddition, a de minimis amount of noncustomamiges will not disqualify income as "rents
from real property" so long as the value of theémmpissible services does not exceed 1% of the gnoese from the property.

. If rent attributable to personal property leasedonnection with a lease of real property is 1&%ess of the total rent received under the |etmsm
the rent attributable to personal property will kifyeas "rents from real property"; if this 15% #shold is exceeded, the rent attributable to patson
property will not so qualify. The portion of renfacome treated as attributable to personal prgpeidetermined according to the ratio of the fair
market value of the personal property to the tiai@imarket value of the real and personal prop#rdy is rented.

We believe that all or substantially all of ourtehave qualified and will qualify as rents fronalrproperty for purposes of Section 856 of the IR@hject to the
considerations in the following paragraph.

As discussed above, we currently own inddpat living facilities that we purchased to be aged and operated by a TRS; the TRS provides ae®nitd
services, but not health care services, to thditigsiresidents, who are our tenants. We may ftione to time in the future acquire additional prdjes to be
managed and operated in this manner. Our counsiéilyeh & Worcester LLP, has opined that it is mtikely than not that our intended TRS that manages
operates independent living facilities will qualdig a TRS, provided that there are no assistatyliet skilled nursing residents in the subjectliides and provide:
further that neither we nor the intended TRS previdalth care services. Accordingly, we expectitiatrents we receive from these facilities' indefeat living
residents will qualify as rents from real propdsgcause services and amenities to
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them are provided through a TRS. If the IRS shaslskrt, contrary to its current private lettermmglpractice, that our intended TRS does not ingaajualify, and
if a court should agree, then the rental incomeeareive from the independent living facility resitiewho are our tenants would be nonqualifying inedor
purposes of the 75% and 95% gross income testsibypgeopardizing our compliance with the 95% groxcome test. Under those circumstances, howeager,
expect that we would qualify for the gross incom&tg' relief provision described below, and thenebuld preserve our qualification as a REIT. If théef
provision below were to apply to us, we would bbjeat to tax at a 100% rate on the amount by whieHailed the 95% gross income test, with adjustsien
multiplied by a fraction intended to reflect oupfitability for the taxable year; however, in a iy@ taxable year, we have little or no nonqualtifyincome from
other sources and thus would expect to owe ligtkeit such circumstances.

In order to qualify as mortgage interesreal property for purposes of the 75% test, irstieneust derive from a mortgage loan secured bymegderty with a
fair market value at the time the loan is madeuced by any senior liens on the property) at legstl to the amount of the loan. If the amounheflban exceeds
the fair market value of the real property (asestuced by senior liens), the interest will be ®das interest on a mortgage loan in a ratio equale ratio of the
fair market value of the real property (as so redugy senior liens) to the total amount of the geage loan.

Absent the "foreclosure property" rulesSettion 856(e) of the IRC, a REIT's receipt of bass operating income from a property would notifyuander the
75% and 95% gross income tests. But as foreclgsogerty, gross income from such a business operatould so qualify. In the case of property lealsg@
REIT to a tenant, foreclosure property is definadar applicable Treasury regulations to includeegely the real property and incidental personaperty that
the REIT reduces to possession upon a default minent default under the lease by the tenant, artd which a foreclosure property election is mbagattaching
an appropriate statement to the REIT's federalnmectax return. Any gain that a REIT recognizestangale of foreclosure property held as inventorgrimarily
for sale to customers, plus any income it recefk@® foreclosure property that would not qualifydan the 75% gross income test in the absence etlfisure
property treatment, reduced by expenses directipected with the production of those items of inepmould be subject to income tax at the maximurpate
rate, currently 35%, under the foreclosure propertgpme tax rules of Section 857(b)(4) of the IRGus, if a REIT should lease foreclosure propeartgxchange
for rent that qualifies as "rents from real propégs described above, then that rental incometsubject to the foreclosure property income tax.

Other than sales of foreclosure property, @ain we realize on the sale of property helthasntory or other property held primarily for satecustomers in
the ordinary course of business will be treateshesme from a prohibited transaction that is subje@ penalty tax at a 100% rate. This prohibitadsaction
income also may adversely affect our ability tasfatthe 75% and 95% gross income tests for fedecaime tax qualification as a REIT. Whether propés held
as inventory or primarily for sale to customershia ordinary course of a trade or business is atiureof fact that depends on all the facts ancucirstances
surrounding the particular transaction. We thefm@nnot provide assurances as to whether or @dR® might successfully assert that one or moxiof
dispositions is subject to the 100% penalty taxtiBes 857(b)(6)(C) and (E) of the IRC provide &ed@arbor pursuant to which limited sales of raalperty held
at least two years and meeting specified additieeglirements will not be treated as prohibitedgeations. However, compliance with the safe haidboot
always achievable in practice.
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We believe that dispositions of assetswWwahave made or that we might make in the futulenat be subject to the 100% penalty tax, becaugegeneral
intent has been and is to:

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

. engage in the business of developing, owning, hggand managing our existing properties and acgyiideveloping, owning, leasing and mana
new properties; and

. make occasional dispositions of our assets stergiwith our long-term investment objectives.

If we fail to satisfy one or both of the%8®r the 95% gross income tests in any taxable yeamay nevertheless qualify as a REIT for thairyewe satisfy
the following requirements:

. our failure to meet the test is due to reasanablise and not due to willful neglect; and
. after we identify the failure, we file a scheeldlescribing each item of our gross income includeate 75% or 95% gross income tests for that
taxable year.

It is impossible to state whether in all circumssiwe would be entitled to the benefit of thisefgbrovision for the 75% and 95% gross incomestdsven if this
relief provision does apply, a 100% tax is impospdn the greater of the amount by which we faitel #5% test or the amount by which we failed thi ®&st,
with adjustments, multiplied by a fraction intendedeflect our profitability. This relief provisinapplies to any failure of the applicable incoestg, even if the
failure first occurred in a year prior to the tabeapear in which the failure was discovered.

Asset Tests. At the close of each quarter of each taxabe,y@e must also satisfy the following asset peammtests in order to qualify as a REIT for
federal income tax purposes:

. At least 75% of our total assets must consiseaf estate assets, cash and cash items, shatheirREITS, government securities and temporary
investments of new capital (that is, stock or destruments purchased with proceeds of a stockinffeor a public offering of our debt with a term
of at least five years, but only for the one-yearigd commencing with our receipt of the offerimgqeeds).

. Not more than 25% of our total assets may be repted by securities other than those securitigscthant favorably toward the preceding 75%
asset test.
. Of the investments included in the preceding 2&%et class, the value of any one non-REIT issaecurities that we own may not exceed 5% of

the value of our total assets. In addition, we matyown more than 10% of the vote or value of ang non-REIT issuer's outstanding securities,
unless the securities are "straight debt" secsrdieotherwise excepted as discussed below. Ock sitd securities in a TRS are exempted from
these 5% and 10% asset tests.

. No more than 25% of our total assets may be repreddy stock or securities of TRSs.

When a failure to satisfy the above agsststresults from an acquisition of securitiesthepproperty during a quarter, the failure carcted by disposition
of sufficient nonqualifying assets within 30 dayterathe close of that quarter.

In addition, if we fail the 5% value testthe 10% vote or value tests at the close of arartgr and we do not cure such failure within 3@sdafter the close
that quarter, that failure will nevertheless beused if (a) the failure is de minimis and (b) witli months after the last day of the quarter inciwhwe identify the
failure, we either dispose of the assets causiadditure or otherwise satisfy the 5% value and M@ and value asset tests. For purposes ofefs provision,
the failure will be "de minimis" if the value oféhassets causing the failure does not exceeddberlef (a) 1% of the total value of our asseth@end of the
relevant quarter or (b) $10,000,000. If our failig@ot de minimis, or if any of the other REIT etstests have been violated, we may
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nevertheless qualify as a REIT if (a) we provide RS with a description of each asset causindatihge, (b) the failure was due to reasonable earsl not
willful neglect, (c) we pay a tax equal to the dezaf (1) $50,000 or (2) the highest rate of cogpe tax imposed (currently 35%) on the net incgeeerated by
the assets causing the failure during the peridtefailure and (d) within 6 months after the lday of the quarter in which we identify the faduwe either
dispose of the assets causing the failure or ofkersatisfy all of the REIT asset tests. Thesefreliovisions apply to any failure of the applieabkset tests, even
if the failure first occurred in a year prior teettaxable year in which the failure was discovered.

The IRC also provides an excepted secaritzge harbor to the 10% value test that includesng other items (a) "straight debt" securitie},c@rtain rental
agreements in which payment is to be made in sutesggears, (c) any obligation to pay rents froal property, (d) securities issued by governmesttéities tha
are not dependent in whole or in part on the mafitor payments from a nongovernmental entity @)dny security issued by another REIT.

We have maintained and will continue tomtein records of the value of our assets to doctim@ncompliance with the above asset tests, ametdhto take
actions as may be required to cure any failuratisfy the tests within 30 days after the closamf quarter or within the six month periods desaiabove.

Our Relationships with Five Star.On December 31, 2001, we and CWH spun off sulbisilly all of our Five Star common shares. In Asg2009, we
closed a mortgage financing with the Federal NatidMortgage Association, or FNMA, and in connectwith the FNMA transaction, we realigned our leaséh
Five Star. Pursuant to the terms of the realignragntement, we also purchased 3,200,000 commoessfram Five Star, which, when aggregated withpior
ownership of Five Star common shares, then reptedepproximately 9% of the total common shardsieé Star outstanding (approximately 9% as of
December 31, 2013, including the 1,000,000 sharés/e Star common stock we purchased from the wmders in Five Star's public equity offering afrie
2011), determined after this new issuance. Ouekeasth Five Star, Five Star's charter, the tratisa@greement governing the 2001 spin off, and¢laignment
agreement collectively contain restrictions upaa divnership of Five Star common shares and reffive Star to refrain from taking any actions thaymesult ir
any affiliation with us that would jeopardize ouradification as a REIT under the IRC. Accordingdpmmencing with our 2002 taxable year, we expedtttthe
rental income we receive from Five Star and itssadiaries will be "rents from real property” undgction 856(d) of the IRC, and therefore qualifyimgome
under the 75% and 95% gross income tests desaibmee.

In addition, as described above, we hagetetl to treat as a TRS a particular corporateidiabg of Five Star with whom we do not have a etm¢lationship,
and our counsel, Sullivan & Worcester LLP, has egithat it is more likely than not that this inteddTRS will so qualify. Finally, as described bejJave have
engaged as an intended eligible independent cdotranother corporate subsidiary of Five Star wittom we do not have a rental relationship.

Our Relationship with Our Taxable REIT Sdiasies. In addition to the TRS described above thatagas and operates independent living facilitiesigr
we also have wholly owned TRSs that lease propgefitien us. We may from time to time in the futuogaire additional properties to be leased in thésiner. In
addition, in response to a lease default or expmatve may choose to lease a reclaimed qualifesdth care property to a TRS.

In lease transactions involving our TRSs, iatent is that the rents paid to us by the TR8lify as "rents from real property" under the REFDss income
tests summarized above. In order for this to bectise, the manager operating the leased propetigluf of the applicable TRS must be an “eligibéependent
contractor” within the meaning of Section 856(dj9)of the IRC, and the properties leased to th&ThRust be "qualified health care properties" witiie
meaning of
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Section 856(e)(6)(D) of the IRC. Qualified healtre properties are defined as health care fasilétied other properties necessary or incidentélgase of a
health care facility.

For these purposes, a contractor quakifgean “eligible independent contractor" if it isdghan 35% affiliated with the REIT and, at timedtithe contractor
enters into the agreement with the TRS to opehagutalified health care property, that contraotaasny person related to that contractor is adtieelgaged in the
trade or business of operating qualified healtle gaoperties for persons unrelated to the TRSsafftliated REIT. For these purposes, an othereliggble
independent contractor is not disqualified front #tatus on account of the TRS bearing the expesfdbe operation of the qualified health care proy the TRS
receiving the revenues from the operation of thaifjed health care property, net of expensesHat bperation and fees payable to the eligiblepeddent
contractor, or the REIT receiving income from tltigible independent contractor pursuant to a pr&iég or otherwise grandfathered lease of anotrapesty.

We have engaged as an intended eligiblepeddent contractor a particular corporate subyidiiFive Star with whom we do not have a rengddtionship.
This contractor and its affiliates at Five Star acévely engaged in the trade or business of dipergualified health care properties for their oagtounts,
including pursuant to management contracts amoggsklves and including properties that we do rasddo them; however, this contractor and itsiafés have
few if any management contracts for qualified Heakire properties for third parties other thanngs @ur TRSs. Based on a plain reading of the statsiwell as
applicable legislative history, our counsel, Saltiv& Worcester LLP, has opined that this intendegilde independent contractor should in fact saldy. If the
IRS or a court determines that this opinion is mect, then the rental income we receive from dR6S in respect of properties managed by this peatic
contractor would be nonqualifying income for purpesf the 75% and 95% gross income tests, pogsitghardizing our compliance with the 95% gross meo
test. Under those circumstances, however, we exgeegtould qualify for the gross income tests' fighievision described above, and thereby would gresour
qualification as a REIT. If the relief provision reeto apply to us, we would be subject to tax 20@% rate on the amount by which we failed the 9f86s
income test, with adjustments, multiplied by a fiae intended to reflect our profitability for tli@xable year; even though we have little or no miatitying
income from other sources in a typical taxable ymaposition of this 100% tax in this circumstarmeild be material because to date all of the pt@seleased to
our TRSs are managed for the TRSs by this contracto

As explained above, we will be subject 8% tax if the IRS successfully asserts thatéimés paid to us by any of our TRSs exceed an demgth rental
rate. Although there is no clear precedent tomfistish for federal income tax purposes among leasasagement contracts, partnerships, financingspther
contractual arrangements, we believe that our $easd our TRSs' management agreements will beatesbfor purposes of the requirements of the IR€Culised
above. Accordingly, we expect that the rental inednem our current and future TRSs will qualify"asnts from real property,” and that the 100% tevegcessiv
rents from a TRS will not apply.

Annual Distribution Requirements.In order to qualify for taxation as a REIT undiee IRC, we are required to make annual distidimst other than capital
gain dividends to our shareholders in an amouldzast equal to the excess of:

(A)  the sum of 90% of our "real estate investment tassible income," as defined in Section 857 oflR@, computed by excluding any net capital ¢
and before taking into account any dividends paidudtion for which we are eligible, and 90% of aet income after tax, if any, from property
received in foreclosure, over

(B)  the sum of our qualifying noncash incomeegg., imputed rental income or income from transadioradvertently failing to qualify as like-kind
exchanges.
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The distributions must be paid in the taxable yearhich they relate, or in the following taxablesy if declared before we timely file our federsdome tax retur
for the earlier taxable year and if paid on or befine first regular distribution payment afterttaclaration. If a dividend is declared in Octqb¢ovember or
December to shareholders of record during oneasfetmonths, and is paid during the following Japutwen for federal income tax purposes the divibetil be
treated as having been both paid and received cerbiger 31 of the prior taxable year. A distributvimich is not pro rata within a class of our beciefiinterests
entitled to a distribution, or which is not consist with the rights to distributions among our sksof beneficial interests, is a preferentialritistion that is not
taken into consideration for purposes of the distion requirements, and accordingly the paymeat pfeferential distribution could affect our atyilio meet the
distribution requirements. Taking into account distribution policies, including the dividend regstment plan we have adopted, we do not belietertdave
made or will make any preferential distributionseTdistribution requirements may be waived by &8 if a REIT establishes that it failed to meenthgy reason
of distributions previously made to meet the regmients of the 4% excise tax discussed below. Testtent that we do not distribute all of our nepital gain anc
all of our real estate investment trust taxabl@ine, as adjusted, we will be subject to federadiime tax on undistributed amounts.

In addition, we will be subject to a 4% deductible excise tax to the extent we fail withinalendar year to make required distributionsutostiareholders «
85% of our ordinary income and 95% of our capitEhgnhet income plus the excess, if any, of thesged up required distribution” for the precedinigiedar year
over the amount treated as distributed for thatguting calendar year. For this purpose, the temos&ed up required distribution” for any calendesainyis the sum
of our taxable income for the calendar year witheggard to the deduction for dividends paid anduabunts from earlier years that are not treatdthasg been
distributed under the provision. We will be treatexthaving sufficient earnings and profits to tesat dividend any distribution by us up to the am@equired to
be distributed in order to avoid imposition of #f excise tax.

If we do not have enough cash or otheridigissets to meet the 90% distribution requiremewgsmay find it necessary and desirable to arrdoigeew debt
or equity financing to provide funds for requirgdtdbutions in order to maintain our REIT statWée can provide no assurance that financing woulavadable
for these purposes on favorable terms.

We may be able to rectify a failure to pagficient dividends for any year by paying "deéiocy dividends" to shareholders in a later yeaes€hdeficiency
dividends may be included in our deduction for dénds paid for the earlier year, but an intereatgd would be imposed upon us for the delay irridigion.

In addition to the other distribution reuments above, to preserve our status as a REBAreveequired to timely distribute all C corporatearnings and
profits that we inherit from acquired corporations.

Acquisition of C Corporations

On each of January 11, 2002, March 31, 2808 November 1, 2008, we acquired all of thetantling stock of a C corporation. At the time ajda
acquisitions, certain of those C corporations diyear indirectly owned all of the outstanding etyuinterests in various corporate and noncorpcatesidiaries.
On October 1, 2006, we acquired all of the outstapdtock of an S corporation and its disregardityesubsidiary, which were formerly C corporatsotpon
these acquisitions, each of the acquired entigesume either our qualified REIT subsidiary undesti®a 856(i) of the IRC or a disregarded entity en@ireasury
regulations issued under Section 7701 of the IR@sT after the acquisition, all assets, liabiliges! items of income, deduction and credit of ttguared entities
have been treated as ours for purposes of theusaR&IT qualification tests

28




Table of Contents

described above. In addition, we generally weraté@ as the successor to the acquired entities*deithcome tax attributes, such as those entasi'sted tax
bases in their assets and their depreciation stés&due were also treated as the successor tatherad corporate entities' earnings and profitféderal income
tax purposes, if any.

Built-in Gains from C Corporations. As described above, notwithstanding our quadifon and taxation as a REIT, we may still be sctjo corporate
taxation if we dispose of assets previously helgtgsent or former C corporations. Specificallwyé acquire an asset from a corporation in a ti@isain which
our adjusted tax basis in the asset is determigadfbrence to the adjusted tax basis of that asgbe hands of a present or former C corporatm, if we
subsequently recognize gain on the dispositiomatf &sset during a specified period (generallytsars) beginning on the date on which the asssede@ be
owned by the C corporation, then we will generally tax at the highest regular corporate tax rteently 35%, on the lesser of (1) the excesanyf, of the
asset's fair market value over its adjusted taishbaach determined as of the time the asset céadmdowned by the C corporation, or (2) our getognized in
the disposition. Accordingly, any taxable dispasitdf an asset so acquired during the specifiedgégenerally ten years) could be subject to tactew these
rules. However, we have not disposed, and haveegept plan or intent to dispose, of any matesakts acquired in such transactions.

To the extent of our gains in a taxablerykat are subject to the built-in gains tax désaiabove, net of any taxes paid on such gainsresipect to that
taxable year, our taxable dividends paid to yothefollowing year will be potentially eligible fareatment as qualified dividends that are taxeolto
noncorporate U.S. shareholders at preferentia$ rate

Earnings and Profits. A REIT may not have any undistributed C corgioraearnings and profits at the end of any taxgbke. Upon the closing of our
corporate acquisitions, we succeeded to the uitaliséd earnings and profits, if any, of the acqiia@d then disregarded corporate entities. Thusiegeed to
distribute any such earnings and profits no ldtantthe end of the applicable tax year. If we €tle do so, we would not qualify to be taxed aETRor that yea
and a number of years thereafter, unless we aectalkly on the relief provision described below.

Although Sullivan & Worcester LLP is unaldéerender an opinion on factual determinationdiaagthe amount of our undistributed earnings aofitp, we
have computed or retained accountants to compatarttount of undistributed earnings and profits #hainherited in our corporate acquisitions. Basedhese
calculations, we believe that we did not inheriy andistributed earnings and profits that remainedistributed at the end of the applicable tax yEawever,
there can be no assurance that the IRS would poh) subsequent examination, propose adjustmewisrtcalculation of the undistributed earnings arafifs that
we inherited, including adjustments that might kerded necessary by the IRS as a result of its exion of the companies we acquired. In any such
examination, the IRS might consider all taxablerged the acquired entities as open for reviewpimposes of its proposed adjustments. If it is sgbently
determined that we had undistributed earnings aofitpas of the end of the applicable tax yearmay be eligible for a relief provision similartiee "deficiency
dividends" procedure described above. To utilize tblief provision, we would have to pay an ingreharge for the delay in distributing the undlstted earning
and profits; in addition, we would be required tstidbute to our shareholders, in addition to otlveo REIT distribution requirements, the amounthef
undistributed earnings and profits less the intezkarge paid.

Depreciation and Federal Income Tax Treatment of Lases

Our initial tax bases in our assets withgrlly be our acquisition cost. We will generaliypreciate our depreciable real property on agittdine basis over
40 years and our personal property over the agpécshorter periods. These depreciation schedudgsvary for properties that we acquire throughftexe or
carryover basis acquisitions.
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We are entitled to depreciation deductimos our facilities only if we are treated for fedeincome tax purposes as the owner of the faglitThis means

that the leases of the facilities must be clagsifie federal income tax purposes as true leaa@rthan as sales or financing arrangementsyarittlieve this to
be the case.

Taxation of U.S. Shareholders

For noncorporate U.S. shareholders, te#tent that their total adjusted income does noeed applicable thresholds, the maximum federametax rate
for long-term capital gains and most corporateddnds is generally 15%. For those noncorporate $h&eholders whose total adjusted income exceeds t
applicable thresholds, the maximum federal incomxeraite for longerm capital gains and most corporate dividendeierally 20%. However, because we are
generally subject to federal income tax on theipordf our REIT taxable income distributed to obaseholders, dividends on our shares generallpatreligible
for such preferential tax rates. As a result, adirary dividends continue to be taxed at the hidederal income tax rates applicable to ordinagome. Howeve
the preferential federal income tax rates for loggn capital gains and for qualified dividends gafig apply to:

(1) long-term capital gains, if any, recognized ondiposition of our shares;

(2)  our distributions designated as long-term capigéh glividends (except to the extent attributablectd estate depreciation recapture, in which case
the distributions are subject to a maximum 25% f@ldecome tax rate);

3) our dividends attributable to dividends, iffareceived by us from C corporations such as TRBd;

(4) our dividends to the extent attributable toome upon which we have paid federal corporatentectax.

As long as we qualify as a REIT for fedeénglome tax purposes, a distribution to our U.8rsholders that we do not designate as a capitadijjdadend
generally will be treated as an ordinary incomed#iad to the extent of our current or accumulatathiegs and profits. Distributions made out of ourrent or
accumulated earnings and profits that we propesighate as capital gain dividends generally véltdxed as long-term capital gains, as discussewbt the

extent they do not exceed our actual net capitial fga the taxable year. However, corporate shddse may be required to treat up to 20% of anytabgain
dividend as ordinary income under Section 291 eflRC.

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

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

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

3) each U.S. shareholder will receive a creditttodesignated proportionate share of the takwieapay;

(4) each U.S. shareholder will increase its adgistasis in our shares by the excess of the aneditstproportionate share of these retained ngitaia
gains over the U.S. shareholder's proportionateeshfethe tax that we pay; and

(5) both we and our corporate shareholders wikeneommensurate adjustments in our respectiveregg@ind profits for federal income tax purposes.
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If we elect to retain our net capital gains in tlaishion, we will notify our U.S. shareholders loé trelevant tax information within 60 days aftex tose of the
affected taxable year.

If for any taxable year we designate capjtan dividends for U.S. shareholders, then aiporf the capital gain dividends we designate bdlallocated to
the holders of a particular class of shares orregp¢age basis equal to the ratio of the amoutitefotal dividends paid or made available forytbar to the
holders of that class of shares to the total divitliepaid or made available for the year to holdéedl outstanding classes of our shares. We wililarly designat:
the portion of any capital gain dividend that idttaxed to noncorporate U.S. shareholders atential maximum rates (including any capital gaittsbutable
to real estate depreciation recapture that aresuty a maximum 25% federal income tax rate) abttie designations will be proportionate amongatstanding
classes of our shares.

Distributions in excess of current or acalated earnings and profits will not be taxablatd.S. shareholder to the extent that they do xated the
shareholder's adjusted tax basis in the sharebf®kleares, but will reduce the shareholder's lasigse shares. To the extent that these excss#diions excee
a U.S. shareholder's adjusted basis in our shifneswill be included in income as capital gainthWibng-term gain generally taxed to noncorporai8.U
shareholders at preferential maximum rates. No §h&teholder may include on his federal incomeetxn any of our net operating losses or any ofcapital
losses.

If a dividend is declared in October, Novrmnor December to shareholders of record durirgadithose months, and is paid during the followdaguary,
then for federal income tax purposes the divideildbe treated as having been both paid and redeiveDecember 31 of the prior taxable year. Algms that
are treated differently for regular and alternativi@imum tax purposes are to be allocated betweREBI& and its shareholders under Treasury regulatwhich
are to be prescribed. It is possible that thesasing regulations will require tax preference itambe allocated to our shareholders with respgeaht accelerated
depreciation or other tax preference items thathain.

A U.S. shareholder will generally recogniien or loss equal to the difference between theuat realized and the shareholder's adjusted rasis shares
that are sold or exchanged. This gain or lossheiltapital gain or loss, and will be long-term tapgain or loss if the shareholder's holding petifroour shares
exceeds one year. In addition, any loss upon acsagchange of our shares held for six monthess Will generally be treated as a long-term chjuiss to the
extent of our long-term capital gain dividends paidsuch shares during the holding period.

U.S. shareholders who are individuals,testar trusts are generally required to pay a 3v88dicare tax on their net investment income (intigdlividends
on and gains from the sale or other dispositioawfshares), or in the case of estates and traodtseir net investment income that is not distidolytin each case to
the extent that their total adjusted income excegqidicable thresholds.

If a U.S. shareholder recognizes a losswgdisposition of our shares in an amount tha¢eas a prescribed threshold, it is possible treptbvisions of
Treasury regulations involving "reportable trangags” could apply, with a resulting requiremensgparately disclose the loss-generating transatditire IRS.
These Treasury regulations are written quite bigaatid apply to many routine and simple transastidnreportable transaction currently includes, agother
things, a sale or exchange of our shares restitiiagax loss in excess of (a) $10 million in amge year or $20 million in any combination of yeén the case of
our shares held by a C corporation or by a parigmsith only C corporation partners or (b) $2 ioifi in any single year or $4 million in any combtina of years
in the case of our shares held by any other pafieor an S corporation, trust or individual, imtihg losses that flow through pass through estitieindividuals.
A taxpayer discloses a reportable transactionlmgfiRS Form 8886 with its federal income tax retand, in the
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first year of filing, a copy of Form 8886 must nsto the IRS's Office of Tax Shelter AnalysiseTienalty for failing to disclose a reportable saation is
generally $10,000 in the case of a natural persdr$&0,000 in any other case.

Noncorporate U.S. shareholders who bornavd$ to finance their acquisition of our sharedate limited in the amount of deductions allowedthe
interest paid on the indebtedness incurred. Undeti® 163(d) of the IRC, interest paid or accraadndebtedness incurred or continued to purchasearoy
property held for investment is generally deduetibhly to the extent of the investor's net investniiecome. A U.S. shareholder's net investmentrimewvill
include ordinary income dividend distributions rieeel from us and, if an appropriate election is embg the shareholder, capital gain dividend distigns and
qualified dividends received from us; however, rilisttions treated as a nontaxable return of theestwdder's basis will not enter into the computatd net
investment income.

Taxation of Tax-Exempt Shareholders

The rules governing the federal income tiareof tax-exempt entities are complex, and tH¥ang discussion is intended only as a summarthete rules.
If you are a tax-exempt shareholder, we urge yarotwsult with your own tax advisor to determine ithpact of federal, state, local and foreign taxdaincluding
any tax return filing and other reporting requirertse with respect to your investment in our shares.

Subject to the pension-held REIT rulesaised below, our distributions made to shareholthetsare tax-exempt pension plans, individualeatent
accounts or other qualifying tax-exempt entitiesusti not constitute unrelated business taxablenr&ggrovided that the shareholder has not finaitsed
acquisition of our shares with "acquisition indefstess" within the meaning of the IRC, that the ebare not otherwise used in an unrelated trabbesiness of
the tax-exempt entity, and that, consistent withresent intent, we do not hold a residual interea real estate mortgage investment conduit.

Tax-exempt pension trusts that own more @26 by value of a "pension-held REIT" at any tidueing a taxable year may be required to trearagntage
of all dividends received from the pension-held REUring the year as unrelated business taxabtaec This percentage is equal to the ratio of:

1) the pension-held REIT's gross income derivethfthe conduct of unrelated trades or businesttermined as if the pension-held REIT were a tax-
exempt pension fund, less direct expenses relatdtht income, to

(2)  the pension-held REIT's gross income from all sesiréess direct expenses related to that income,
except that this percentage shall be deemed terdoeunless it would otherwise equal or exceed 59%EAT is a pension-held REIT if:

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

. the REIT would fail to satisfy the "closely helddpership requirement discussed above if the stodleneficial interests in the REIT held by tax-
exempt pension trusts were viewed as held by taxagx pension trusts rather than by their respetireficiaries.

A REIT is predominantly held by tax-exempt pendiasts if at least one tax-exempt pension trustomore than 25% by value of the REIT's stock oefieial
interests, or if one or more tax-exempt pensiostgteach owning more than 10% by value of the REfbck or beneficial interests, own in the aggtegnore
than 50% by value of the REIT's stock or benefititdrests. Because of the share ownership coratemtrrestrictions in our declaration of trust, badieve that
we are not and will not
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become a pension-held REIT. However, because auestare publicly traded, we cannot completelyrobmthether or not we are or will become a pendietdt
REIT.

Social clubs, voluntary employee benefiioggations, supplemental unemployment benefitsraatl qualified group legal services plans exengph federal
income taxation under Sections 501(c)(7), (c)@X1() and (c)(20) of the IRC, respectively, arbjsat to different unrelated business taxable ineoutes, which
generally will require them to characterize disitibns from a REIT as unrelated business taxalgienme. In addition, these prospective investors lshoansult
their own tax advisors concerning any "set aside’&serve requirements applicable to them.

Taxation of Non-U.S. Shareholders

The rules governing the United States faidecome taxation of non-U.S. shareholders areptexy and the following discussion is intended cesya
summary of these rules. If you are a non-U.S. $tdder, we urge you to consult with your own taxiadr to determine the impact of United States fellstate,
local and foreign tax laws, including any tax retfiling and other reporting requirements, withpest to your investment in our shares.

In general, a non-U.S. shareholder wilsbbject to regular United States federal incomértake same manner as a U.S. shareholder witlecesp its
investment in our shares if that investment isatifely connected with the non-U.S. shareholdestsdeict of a trade or business in the United Stated, if
provided by an applicable income tax treaty, istkaitable to a permanent establishment or fixea@ s non-U.S. shareholder maintains in the Uritiades). In
addition, a corporate non-U.S. shareholder thaives income that is or is deemed effectively coteewith a trade or business in the United Stat@g also be
subject to the 30% branch profits tax under Se@®# of the IRC, which is payable in addition tgukar United States federal corporate income téve Balance
of this discussion of the United States federabine taxation of non-U.S. shareholders addressgslomde non-U.S. shareholders whose investmentristzares
is not effectively connected with the conduct afaade or business in the United States.

A distribution by us to a non-U.S. shareleolthat is not attributable to gain from the salexchange of a United States real property istexrd that is not
designated as a capital gain dividend will be &éats an ordinary income dividend to the exterttithie made out of current or accumulated earnawys profits. /
distribution of this type will generally be subjeotUnited States federal income tax and withh@dihthe rate of 30%, or at a lower rate if the-tb8.
shareholder has in the manner prescribed by thal®nstrated its entitlement to benefits undexareaty. In the case of any in kind distributiafgproperty,
we or other applicable withholding agents will haweollect the amount required to be withheld égucing to cash for remittance to the IRS a s@fitportion o
the property that the non-U.S. shareholder woub@mtise receive, and the non-U.S. shareholder reay lirokerage or other costs for this withholdingcpdure.
Because we cannot determine our current and acet@eukarnings and profits until the end of the béexgiear, withholding at the rate of 30% or apgliedower
treaty rate will generally be imposed on the gras®unt of any distribution to a non-U.S. sharehottlat we make and do not designate as a capitaldgadend.
Notwithstanding this withholding on distributions éxcess of our current and accumulated earningypmriits, these distributions are a nontaxablerreof capita
to the extent that they do not exceed the non-th&reholder's adjusted basis in our shares, antbtitaxable return of capital will reduce the atgdsbasis in
these shares. To the extent that distributionsdess of current and accumulated earnings andpeiteed the nob-S. shareholder's adjusted basis in our sk
the distributions will give rise to tax liability the non-U.S. shareholder would otherwise be suiltgetax on any gain from the sale or exchangbese shares, as
discussed below. A non-U.S. shareholder may seefuad from the IRS of amounts withheld on disttibas to him in excess of our current and accunediat
earnings and profits.
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From time to time, some of our distribusanay be attributable to the sale or exchange dkdiStates real property interests. However, ahgain
dividends that are received by a non-U.S. sharehnpés well as dividends attributable to our sefddnited States real property interests, will bbjsct to the
taxation and withholding regime applicable to oedinincome dividends and the branch profits tax mot apply, provided that (1) these dividendsraeeived
with respect to a class of shares that is "requtaaidded" on a domestic "established securitiekatasuch as the New York Stock Exchange, or the&SHYboth as
defined by applicable Treasury regulations, andi&)non-U.S. shareholder does not own more thaonf3#at class of shares at any time during theywes
period ending on the date of distribution of thelagable capital gain and United States real priypieterest dividends. If both of these provisi@me satisfied,
qualifying non-U.S. shareholders will not be subjecwithholding either on capital gain dividendsom dividends that are attributable to our safddrited States
real property interests as though those amounts efégctively connected with a United States tradeusiness, and qualifying non-U.S. shareholdéisat be
required to file United States federal income &tams or pay branch profits tax in respect of¢éhdizidends. Instead, these dividends will be stttije United
States federal income tax and withholding as orglidavidends, currently at a 30% tax rate unleskiced by an applicable treaty, as discussed bél@ihough
there can be no assurance in this regard, we ledifit our common shares have been and will refregularly traded" on a domestic "established séesr
market" within the meaning of applicable Treaswegulations; however, we can provide no assurarateotr shares will continue to be "regularly traded a
domestic "established securities market" in futas@ble years.

Except as discussed above, for any yeahioh we qualify as a REIT, distributions that at&ributable to gain from the sale or exchange Uhaed States
real property interest are taxed to a non-U.S.agdt@der as if these distributions were gains eiffett connected with a trade or business in thedéhStates
conducted by the non-U.S. shareholder. Accordirglyon-U.S. shareholder that does not qualifytierdpecial rule above will be taxed on these ansoainthe
normal capital gain and other tax rates applictdbke U.S. shareholder, subject to any applicaligrative minimum tax and to a special alternativeimum tax
in the case of nonresident alien individuals; sacton-U.S. shareholder will be required to fileriteld States federal income tax return reportirg¢hamounts,
even if applicable withholding is imposed as déssdibelow; and such a non-U.S. shareholder tle@s@sa corporation may owe the 30% branch praditaunder
Section 884 of the IRC in respect of these amoWitsor other applicable withholding agents willleguired to withhold from distributions to such AOIS.
shareholders, and remit to the IRS, 35% of the mari amount of any distribution that could be deatgd as a capital gain dividend. In addition, forgmses of
this withholding rule, if we designate prior dibwitions as capital gain dividends, then subsedgistriibutions up to the amount of the designatédrmtistributions
will be treated as capital gain dividends. The amiad any tax withheld is creditable against the+hS. shareholder's United States federal incaxddbility,
and the non-U.S. shareholder may file for a refistath the IRS of any amount of withheld tax in exxe$that tax liability.

A special "wash sale" rule applies to a-kb8. shareholder who owns any class of our shffgthe non-U.S. shareholder owns more than 5%at class
of shares at any time during the one-year periatingnon the date of the distribution described Welor (2) that class of our shares is not, withie meaning of
applicable Treasury regulations, "regularly traded'a domestic "established securities market" sisafne NYSE. Although there can be no assuranttesin
regard, we believe that our common shares have d@@will remain "regularly traded" on a domesgstablished securities market" within the meaniing o
applicable Treasury regulations, all as discusseye; however, we can provide no assurance thattanes will continue to be "regularly traded" otomestic
"established securities market" in future taxatdarg. We thus anticipate this wash sale rule téyapat all, only to a non-U.S. shareholder tbatns more than
5% of either our common shares or any class opeeferred shares. Such a non-U.S. shareholdebw/iifeated as having made a "wash sale" of ouestliit
(1) disposes of an interest in our shares durieg@thdays preceding
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the ex-dividend date of a distribution by us ttait for such disposition, would have been treatethb non-U.S. shareholder in whole or in partais from the
sale or exchange of a United States real propetgyast, and then (2) acquires or enters into &racito acquire a substantially identical inteiastur shares,
either actually or constructively through a relapedty, during the 61-day period beginning 30 daysr to the ex-dividend date. In the event of sackash sale,
the non-U.S. shareholder will have gain from tHe sa exchange of a United States real propergrést in an amount equal to the portion of theibistion that,
but for the wash sale, would have been a gain tf@rsale or exchange of a United States real piyppeerest. As discussed above, a non-U.S. shitehi® gain
from the sale or exchange of a United States megiguty interest can trigger increased United Sttages, such as the branch profits tax applicabten-U.S.
corporations, and increased United States taxgfileguirements.

If for any taxable year we designate capgjgan dividends for our shareholders, then a partf the capital gain dividends we designate béllallocated to tt
holders of a particular class of shares on a p&agerbasis equal to the ratio of the amount ofdte dividends paid or made available for the yteahe holders ¢
that class of shares to the total dividends paithade available for the year to holders of all aunding classes of our shares.

Tax treaties may reduce the withholdinggailons on our distributions. Under some treatiesyever, rates below 30% that are applicable dinary income
dividends from United States corporations may paiyato ordinary income dividends from a REIT oryrapply only if the REIT meets specified additional
conditions. A non-U.S. shareholder must generadly an applicable IRS Form W-8, or substantiallyilsinform, to claim tax treaty benefits. If the aonm of tax
withheld with respect to a distribution to a norBUshareholder exceeds the shareholder's UnitéesSealeral income tax liability with respect te tfistribution,
the non-U.S. shareholder may file for a refundhef éxcess from the IRS. The 35% withholding tag ciscussed above on some capital gain dividends
corresponds to the maximum income tax rate appédabcorporate non-U.S. shareholders but is higiean the current preferential maximum rates oritabp
gains generally applicable to noncorporate non-sh@reholders. Treasury regulations also proviéeiaprules to determine whether, for purposesedéigining
the applicability of a tax treaty, our distribut®to a non-U.S. shareholder that is an entity shbaltreated as paid to the entity or to those owvah interest in
that entity and whether the entity or its owners emtitled to benefits under the tax treaty. Indage of any in kind distributions of property, @reother applicable
withholding agents will have to collect the amotetjuired to be withheld by reducing to cash foritemce to the IRS a sufficient portion of the pedy that the
non-U.S. shareholder would otherwise receive, hachbn-U.S. shareholder may bear brokerage or otiets for this withholding procedure.

Non-U.S. shareholders should generallylite # treat amounts we designate as retaineddmstictively distributed capital gains in the samanner as
actual distributions of capital gain dividends sy In addition, a non-U.S. shareholder should bhe taboffset as a credit against its federal incaaxdiability the
proportionate share of the tax paid by us on satdirred but constructively distributed capital gaid non-U.S. shareholder may file for a refundfrthe IRS for
the amount that the non-U.S. shareholder's prapwte share of tax paid by us exceeds its fedecahie tax liability on the constructively distriedtcapital
gains.

If our shares are not "United States reaperty interests" within the meaning of Sectior? 8 the IRC, then a non-U.S. shareholder's gaisada of these
shares generally will not be subject to United &tdéderal income taxation, except that a nonrasilen individual who was in the United States¥83 days or
more during the taxable year may be subject ta% & on this gain. Our shares will not constitatgnited States real property interest if we atdaamestically
controlled REIT." A domestically controlled REIT&REIT in which at all times during the precediivg-year period less than 50% of the fair marlkatie of the
outstanding shares was directly or indirectly Hajdoreign persons. We believe that we have bedmnalhremain a domestically controlled REIT and
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thus a non-U.S. shareholder's gain on a sale oflwanes will not be subject to United States fddec@me taxation. However, because our sharepuskcly
traded, we can provide no assurance that we haedrewill remain a domestically controlled REITwe are not a domestically controlled REIT, a no:s.
shareholder's gain on sale of our shares will Baubject to United States federal income taxat®oa sale of a United States real property inteifebat class of
shares is "regularly traded," as defined by appledreasury regulations, on an established séesirtarket like the NYSE, and the nonS. shareholder has at
times during the preceding five years owned 5%ess by value of that class of shares. In this thdmcause the shares held by others may be redeamen-
U.S. shareholder's percentage interest in a cfassrehares may increase even if it acquires miitiadal shares in that class. If the gain on thle f our shares
were subject to United States federal income tarathe non-U.S. shareholder will generally be sabjo the same treatment as a U.S. shareholderegpect to
its gain and will be required to file a United $afederal income tax return reporting that gairgddition, a corporate non-U.S. shareholder nog¥e branch
profits tax under Section 884 of the IRC. A purdarasf our shares from a non-U.S. shareholder willle required to withhold on the purchase pridaef
purchased shares are regularly traded on an estatilsecurities market or if we are a domesticahtrolled REIT. Otherwise, a purchaser of our shdrom a
non-U.S. shareholder may be required to withhokb 10 the purchase price paid to the non-U.S. shuddeh and to remit the withheld amount to the IRS.

Withholding and Information Reporting

Information reporting and backup withholglimay apply to distributions or proceeds paid toshareholders under the circumstances discussed.bEhe
backup withholding rate is currently 28%. Amountghiveld under backup withholding are generally aotadditional tax and may be refunded by the IRS or
credited against the shareholder's federal incaméability. In the case of any in kind distribotis of property by us to a shareholder, we or capeticable
withholding agents will have to collect any appbtabackup withholding by reducing to cash for rgamice to the IRS a sufficient portion of the prdyp¢hat our
shareholder would otherwise receive, and the sbi&tehmay bear brokerage or other costs for thibheiding procedure.

A U.S. shareholder will be subject to bazkithholding when it receives distributions on shares or proceeds upon the sale, exchange, rédamp
retirement or other disposition of our shares, ssthe U.S. shareholder properly executes, or teagopisly properly executed, under penalties ofusgran IRS
Form W-9 or substantially similar form that:

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

. certifies that the U.S. shareholder is exempt fbamkup withholding because it comes within an ermated exempt category, it has not been
notified by the IRS that it is subject to backughhiblding, or it has been notified by the IRS tihd no longer subject to backup withholding.

If the U.S. shareholder has not provided and do¢pmovide its correct taxpayer identification nwenion an IRS Form W-9 or substantially similar foromay be
subject to penalties imposed by the IRS, and watteer applicable withholding agents may have ttkotd a portion of any distributions or proceedglga such
U.S. shareholder. Unless the U.S. shareholderstablished on a properly executed IRS Forn®\W-substantially similar form that it comes witlen enumerate
exempt category, distributions or proceeds on bares paid to it during the calendar year, andatheunt of tax withheld, if any, will be reportedit@and to the
IRS.

Distributions on our shares to a non-Ultareholder during each calendar year and the anoduax withheld, if any, will generally be repadtéo the non-
U.S. shareholder and to the IRS. This informateporting requirement applies regardless of whetienon-U.S. shareholder is subject to withholding
distributions on our shares or whether the withimgdvas reduced or eliminated by an
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applicable tax treaty. Also, distributions paidataon-U.S. shareholder on our shares may be subjeeickup withholding, unless the non-U.S. shdusro
properly certifies its non-U.S. shareholder stamsn IRS Form W-8 or substantially similar forntle manner described above. Similarly, informatieporting
and backup withholding will not apply to proceedsom-U.S. shareholder receives upon the sale, egehaedemption, retirement or other dispositionwf
shares, if the non-U.S. shareholder properly ¢estits non-U.S. shareholder status on an IRS R@rB1or substantially similar form. Even without fay
executed an IRS Form W-8 or substantially simitanf, however, in some cases information reportimdy leackup withholding will not apply to proceedatth
non-U.S. shareholder receives upon the sale, egehaademption, retirement or other dispositioowf shares if the non-U.S. shareholder receivesetpooceeds
through a broker's foreign office.

Increased reporting obligations are schatitd be imposed on non-United States financiditinn®ns and other non-United States entitiespiorposes of
identifying accounts and investments held direotlyndirectly by United States persons. The failreomply with these additional information re fogt
certification and other specified requirements daelsult in withholding tax being imposed on paytseasf dividends and sales proceeds to applicalzesblolders
or intermediaries. Specifically, a 30% withholditax is imposed on dividends on and gross proceaeds the sale or other disposition of our shared paa
foreign financial institution or to a foreign nonéincial entity, unless (1) the foreign financiatitution undertakes applicable diligence and reépgmobligations o
(2) the foreign nonfinancial entity either certffig does not have any substantial United Stategosvor furnishes identifying information regardieach
substantial United States owner. In addition, & fayee is a foreign financial institution, it geally must enter into an agreement with the UnB¢ates
Department of the Treasury that requires, amongrdtiings, that it undertake to identify accouraihy applicable United States persons or UnitetkeS-owned
foreign entities, annually report specified infotina about such accounts, and withhold 30% on paysi® noncertified holders. Pursuant to IRS guigasuch
withholding will apply only to dividends paid aftdune 30, 2014 and to other "withholdable payme(sluding payments of gross proceeds from a satgher
disposition of our shares) made after Decembe2@16. If you hold our shares through a non-Unitede intermediary or if you are a non-United Staterson,
we urge you to consult your own tax advisor regagdoreign account tax compliance.

Other Tax Consequences

Our tax treatment and that of our sharetrsldnay be modified by legislative, judicial or adistrative actions at any time, which actions rbayretroactive i
effect. The rules dealing with federal income téoatre constantly under review by Congress, ti&dRd the United States Department of the Treasny,
statutory changes, new regulations, revisions istiag regulations and revised interpretationsss@blished concepts are issued frequently. Likevifeerules
regarding taxes other than federal income taxesatsaybe modified. No prediction can be made dkedikelihood of passage of new tax legislatiorotirer
provisions, or the direct or indirect effect onaml our shareholders. Revisions to tax laws amdprétations of these laws could adversely affeetax or other
consequences of an investment in our shares. Wewarghareholders may also be subject to taxatjostdie, local or other jurisdictions, including#e in which
we or our shareholders transact business or reBidse tax consequences may not be comparable fedbral income tax consequences discussed above.
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ERISA PLANS, KEOGH PLANS AND INDIVIDUAL RETIREMENT ACCOUNTS
General Fiduciary Obligations

Fiduciaries of a pension, profit-sharingptiter employee benefit plan subject to Title tref Employee Retirement Income Security Act of 1@&lamended,
or ERISA, must consider whether:

. their investment in our shares satisfies thedification requirements of ERISA;

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

. they have authority to acquire our shares utiteapplicable governing instrument and Title E&ISA; and
. the investment is otherwise consistent withrtfiduciary responsibilities.

Trustees and other fiduciaries of an ERpBa may incur personal liability for any loss suséfd by the plan on account of a violation of thi€iuciary
responsibilities. In addition, these fiduciariesyne@ subject to a civil penalty of up to 20% of amgount recovered by the plan on account of a titsla
Fiduciaries of any individual retirement accountanuity, or IRA, Roth IRA, tafavored account (such as an Archer MSA, Coverdkication savings account
health savings account), Keogh Plan or other gedlifetirement plan not subject to Title | of ERLS¥ non-ERISA plans, should consider that the phay only
make investments that are authorized by the apitepgoverning instrument.

Fiduciaries considering an investment ingecurities should consult their own legal ad\égbthey have any concern as to whether the invest is
consistent with the foregoing criteria or is othisevappropriate. The sale of our securities toRISA or non-ERISA plan is in no respect a represton by us or
any underwriter of the securities that the investimeeets all relevant legal requirements with respeinvestments by plans generally or any paldicplan, or
that the investment is appropriate for plans gdlyeoa any particular plan.

Prohibited Transactions

Fiduciaries of ERISA plans and persons mgkine investment decision for an IRA or other EGRISA plan should consider the application of thehibited
transaction provisions of ERISA and the IRC in niakiheir investment decision. Sales and other &@titns between an ERISA or non-ERISA plan, andgres
related to it, are prohibited transactions. Theipalar facts concerning the sponsorship, operatamd other investments of an ERISA plan or nong2Rblan
may cause a wide range of other persons to betteat disqualified persons or parties in interatt respect to it. A prohibited transaction, in aidh to imposing
potential personal liability upon fiduciaries of EJA plans, may also result in the imposition ofeacise tax under the IRC or a penalty under ERIBénuthe
disqualified person or party in interest with respe the plan. If the disqualified person who egegin the transaction is the individual on beb&ivthom an IRA
or Roth IRA is maintained or his beneficiary, tiRAl or Roth IRA may lose its tax-exempt status dadissets may be deemed to have been distributhd to
individual in a taxable distribution on accountloé prohibited transaction, but no excise tax bdlimposed. Fiduciaries considering an investmenur securitie
should consult their own legal advisors as to wiethe ownership of our securities involves a itad transaction.

"Plan Assets" Considerations

The United States Department of Labor Baged a regulation defining "plan assets." Thelatigim generally provides that when an ERISA or-4ERISA
plan acquires a security that is an equity intdrean entity and that security is neither a "peiglbffered security” nor a security issued by @velstment company
registered under the Investment Company Act of 184@mended, the
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ERISA plan's or non-ERISA plan's assets includé Iio¢ equity interest and an undivided interestdoh of the underlying assets of the entity, uritdss
established either that the entity is an operatomgpany or that equity participation in the enligybenefit plan investors is not significant.

Each class of our shares (that is, our comahares and any class of preferred shares thataydssue) must be analyzed separately to astevtather it is
publicly offered security. The regulation definegublicly offered security as a security that isdely held," "freely transferable" and either pafta class of
securities registered under the Exchange Act, lorwader an effective registration statement underSecurities Act of 1933, as amended, provided#turities
are registered under the Exchange Act within 13@ @dter the end of the fiscal year of the issueid) which the offering occurred. Each class aof autstanding
shares has been registered under the Exchangeithat the necessary time frame to satisfy the foneg condition.

The regulation provides that a securitiwiglely held" only if it is part of a class of setties that is owned by 100 or more investors ireefent of the issuer
and of one another. However, a security will ndtttabe "widely held" because the number of indegent investors falls below 100 subsequent torthial public
offering as a result of events beyond the isswerrol. We believe our common shares have beemvdhgemain widely held, and we expect the sambedrue
of any class of preferred shares that we may idsuteye can give no assurances in this regard.

The regulation provides that whether a g8cis “freely transferable" is a factual questionbe determined on the basis of all relevansfac circumstance
The regulation further provides that, where a sgcig part of an offering in which the minimum iestment is $10,000 or less, some restrictionsasfer
ordinarily will not, alone or in combination, affeg finding that these securities are freely traradfle. The restrictions on transfer enumerateddmmegulation as
not affecting that finding include:

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

. any requirement that advance notice of a transfassignment be given to the issuer and any regeinethat either the transferor or transferee, or
both, execute documentation setting forth reprediemis as to compliance with any restrictions amsfer that are among those enumerated in the
regulation as not affecting free transferabiliycluding those described in the preceding clauskisfsentence;

. any administrative procedure that establishesffattive date, or an event prior to which a tfansr assignment will not be effective; and

. any limitation or restriction on transfer or iggsnent that is not imposed by the issuer or aqreasting on behalf of the issuer.

We believe that the restrictions imposedasrour declaration of trust on the transfer ofrebalo not result in the failure of our sharesadfbeely
transferable.” Furthermore, we believe that thaist@o other facts or circumstances limiting ttensferability of our shares that are not includetbng those
enumerated as not affecting their free transfetghihder the regulation, and we do not expechterid to impose in the future, or to permit anysparto impose
on our behalf, any limitations or restrictions oanisfer that would not be among the enumeratedipsitife limitations or restrictions.

Assuming that each class of our shareshaillwidely held" and that no other facts and ainstances exist that restrict transferability osthshares, we have
received an opinion of our counsel, Sullivan & Waster LLP, that our shares will not fail to be Hiyetransferable” for purposes of the regulatioe thuthe
restrictions on transfer of our shares under oafedation of trust and
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that under the regulation each class of our cugrenitstanding shares is publicly offered and msgess will not be deemed to be "plan assets" oERIBA plan o
non-ERISA plan that acquires our shares in a puffering. This opinion is conditioned upon certassumptions and representations, as discussed abov
"Federal Income Tax Considerations—Taxation as BRE

Item 1A. Risk Factors.

Our business faces many risks. The risksriteed below may not be the only risks we face aoe the risks we know of that we believe may lagemial at
this time. Additional risks that we do not yet knofy or that we currently think are immaterial, nego impair our business operations or finan@aultts. If any
of the events or circumstances described in tHevilhg risks occurs, our business, financial candibr results of operations could suffer and taeling price of
our securities could decline. Investors and prasgemvestors should consider the following risksl the information contained under the headingriivig
Concerning Forward Looking Statements" before degigvhether to invest in our securities.

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

As of December 31, 2013, Five Star pays@pmately 42.1% of our total annualized rentalome and operates approximately 39.9% of our tasds, at
cost (less impairments). Five Star has not beesistamtly profitable since it became a public compa 2001. Also, while Five Star has access t@&a@Gmillion
revolving line of credit that expires in March 20416d a $150.0 million revolving credit facility nuaing in April 2015, Five Star has limited resow@nd
substantial lease obligations to us and otherdFarelStar is not currently in compliance with certbnancial reporting covenants under its linesdit, which
may permit its lenders to stop making borrowingailable, and to accelerate the repayment of anstanding borrowings, under those lines of credite Star's
business is subject to a number of risks, includirggfollowing:

. Five Star has high operating leverage. A smaitentage decline in Five Star's revenue or inergaBive Star's expenses could have a material
negative impact on Five Star's operating results;

. Medicare and Medicaid payments account for sofrféve Star's total revenues. A reduction in thesgment rates or a failure of these payment
rates to match Five Star's cost increases may ralfyeand adversely affect Five Star;

. Current general economic conditions may adverdédgFive Star's operations. For example, tigetddrmarket conditions may make it more
expensive for Five Star to access the working ehjtitequires for its operations. Similarly, reten future housing price declines may make it n
difficult for potential residents of our propertieperated by Five Star to sell their homes, causiage persons to defer relocating to Five Star's
communities and therefore reducing Five Star's paoaies, revenues and operating income;

. Five Star's growth strategy, including recemjuasitions, may not succeed and may result in redyzofits or recurring losses;

. Increases in liability insurance costs havehim past negatively impacted Five Star's operagsglts and may adversely impact its future results;
. Increases in labor costs could have a matediatse effect on Five Star; and

. Extensive regulation applicable to Five Stadsibess increases Five Star's costs and may nesodises.
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If Five Star's operations are unprofitalBlige Star may default in its rent obligations soar we may realize reduced income from our managatbr living
communities. Additionally, if Five Star were tolftd provide quality services, our income from th@soperties may be adversely affected. Furtheeifvere
required to replace Five Star as our tenant or gemahis could result in significant disruptioridtee affected properties and declines in our ine@md cash
flows.

Pending restatements of Five Star's financial stateents could adversely affect our operations or ouability to access the capital markets in order to
finance acquisitions or for other purposes.

In November 2013, Five Star announcedithaill restate its financial results for 2011, Z0and the first and second quarters of 2013 dwert@in errors
primarily relating to the accounting for non-casbame tax items in prior periods, and Five Staest#hat its previously filed financial reports tbe years ended
December 31, 2011 and December 31, 2012 and fqrethieds ended March 31, 2013 and June 30, 2018dho longer be relied upon. In addition, Fiver$tas
not yet filed its Quarterly Report on Form 10-Q floe quarter ended September 30, 2013. Five $taramnounced that it had determined that, as # mddhe
matters discussed above, Five Star has a matezaltvess in its internal control over financial reipg. We understand that Five Star is currentlyhie process of
preparing restated financial statements for thdiegige periods, which will be filed with the SE@ an amended Annual Report on Form 10-K for the geded
December 31, 2012 and amended Quarterly Repof®in 10-Q for the quarters ended March 31, 2013Jané 30, 2013. We understand that Five Star dsials
the process of preparing its Quarterly Report om¥b0-Q for the quarter ended September 30, 20d8:ader, there is no assurance as to when theeestats
and updated SEC filings will be completed.

The delay in filing Five Star's Quarterlggdrt on Form 10-Q for the quarter ended Septe®®e2013 may result in defaults under certain g&Ftar's debt
obligations or its leases with us, subject to ¢ertanditions. In addition, the restatement andtezl matters could have other adverse impactsvenStar's
business, operations and financial condition. Siefaults and other impacts could materially anceaskly affect Five Star's ability to pay rent ardfprm its
obligations to us and our income from our senidnfi communities managed by Five Star. If we werguired to replace Five Star as our tenant or nemé#ys
could result in significant disruptions at the atfsl properties and declines in our income and flagls.

Because Five Star is a significant tend&uotuos, we are required to include or incorporatedference in our SEC filings certain informatifFive Star that |
included in Five Star's filed SEC reports. As swehile Five Star's restatements and filings aredpeyn we may not be able to obtain public finanamgccess the
capital markets. Alternative financing sources maybe available on favorable terms or at all amdability to raise funds to pay our obligationsygue
acquisitions and for other purposes could be adiempacted.

Increases in labor costs at our managed senior livj communities may have a material adverse effechais.

Wages and employee benefits represennéfisant part of our senior living operating expessincurred by communities leased to our TRS% Bhar, our
manager of these communities, competes with otheradors of senior living communities to attracd aetain qualified personnel responsible for thg tdeday
operations of each of these communities. The méokefualified nurses, therapists and other healthprofessionals is highly competitive. Periodid a
geographic area shortages of nurses or other ¢rgi@esonnel may require Five Star to increase #ngew and benefits offered to its employees in dalattract
and retain these personnel or to hire more expersimporary personnel. Also, Five Star may havetopete with numerous other employers for lessédedk
workers. As we lease additional communities toTREs, Five Star, our manager of these communitiag, be required to pay increased compensationfer of
other incentives to retain key
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personnel and other employees. Employee benefits,dacluding employee health insurance and wetkempensation insurance costs, have materialhgasec
in recent years. Although Five Star has determitsesklf insurance reserves with guidance frondtpaurty professionals, its reserves may be inadequa
Increasing employee health and workers' compenmsatsurance costs and increasing self insuraneswes for labor related insurance may materialty an
negatively affect our earnings at our managed séining communities. We cannot assure that lalmsts at our managed senior living communities moll
increase or that any increase will be matched Ibgesponding increases in rates charged to residényssignificant failure by Five Star to contraldor costs or t
pass on any such increased labor costs to resithentggh rate increases at our managed seniogli@mmunities could have a material adverse effecur
business, financial condition and results of openat

Termination of assisted living resident agreementand resident attrition could adversely affect our evenues and earnings at our managed senior living
communities.

State regulations governing assisted liammunities typically require a written residegteement with each resident. Most of these reguiatalso require
that each resident have the right to terminateetlassisted living resident agreements for any reasaeasonable notice. Consistent with these a¢ignls, most
resident agreements at our managed senior livingramities allow residents to terminate their agreetsion 30 days' notice. Thus, Five Star may bélarta
contract with assisted living residents to staylémger periods of time, unlike typical apartmezading arrangements that involve lease agreemétht$anms of
up to a year or longer. If a large number of resis@lected to terminate their resident agreensdras around the same time, our revenues and egrfriom our
managed senior living communities could be matigraahd adversely affected. In addition, the advdreges of senior living residents at our managetséving
communities makes the resident turnover rate igelsenior living communities difficult to predict.

Some of our tenants and managers are faced with sificant potential litigation and rising insurance costs that not only affect their ability to obtainand
maintain adequate liability and other insurance, b also may affect their ability to pay their leasgpayments minimum and other returns and fulfill their
insurance and indemnification obligations to us.

In some states, advocacy groups monitoqttadity of care at SNFs and assisted and indepeidng communities, and these groups have brolitigation
against operators. Also, in several instancesafilitigation by SNF patients, assisted and inddpat living community residents or their famillegve succeede
in winning very large damage awards for allegedewgThe effect of this litigation and potentidigation has been to materially increase the coktaonitoring
and reporting quality of care compliance incurrgdsbme of our tenants and managers. The costhifitygand medical malpractice insurance has insegsand
may continue to increase so long as the preségutiibn environment in many parts of the Unitedi&acontinues. This may affect the ability of sasheur tenant
and managers to obtain and maintain adequateityaéiid other insurance and manage their relagddexxposures. In addition to causing some of quartes and
managers to be unable to fulfill their insuranoelemnification and other obligations to us undeirtleases and thereby potentially exposing ubdsd risks, the:
litigation risks and costs could cause some oftenants and managers to become unable to paydeat® us or generate and pay minimum and othemeto
us.

The failure of our tenants or our managers to compl with laws relating to the operation of our leasecdind managed communities may have a material
adverse effect on the ability of our tenants to pays rent, the profitability of our managed senior iving communities and the values of our properties.

We and our tenants and managers are subjectmpacted by extensive, frequently changeudgfal, state and local laws and regulations. Safitteese laws
and regulations include: state and
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local licensure laws; laws protecting consumersregaeceptive practices; laws relating to the afien of our properties and how our tenants andagers
conduct their operations, such as fire, healthsafdty laws and privacy laws; federal and states laffecting communities that participate in Medicand SNFs;
federal and state laws affecting hospitals, clinée®l other healthcare communities that participatoth Medicare and Medicaid that mandate alldeabsts,
pricing, reimbursement procedures and limitatieuslity of services and care, food service and jghyplants; resident rights laws (including abase neglect
laws) and fraud laws; anti-kickback and physicieferral laws; the ADA and similar state and loeal$; and safety and health standards set by thep@ational
Safety and Health Administration. We and our tesamd managers expend significant resources tatairaicompliance with these laws and regulationd, an
responding to any allegations of noncompliance ggsalts in the expenditure of significant resoardéwe or our tenants or managers fail to conwith any
applicable legal requirements, or are unable te deficiencies, certain sanctions may be imposéddiaimposed, may adversely affect our tenantsitaio pay
their rent, the profitability of affected manageshi®r living communities and the values of our gndies. Further, changes in the regulatory framé&would have
a material adverse effect on the ability of ourates to pay us rent, the profitability of our maedgenior living communities and the values of pnaperties.

We and our tenants and managers are reguireomply with federal and state laws governimg privacy, security, use and disclosure of indigity
identifiable information, including financial inforation and protected health information. Under H¥P#ve and our tenants and managers are requirechply
with the HIPAA privacy rule, security standardsgdatandards for electronic healthcare transacti®tage laws also govern the privacy of individugédlh
information, and these laws are, in some jurisditgj more stringent than HIPAA. Other federal aateslaws govern the privacy of individually iddiatble
information. If we or our tenants or managers t@itomply with applicable federal or state standavee or they could be subject to civil sanctiond eriminal
penalties, which could materially and adverselgetfbur business, financial condition and resultsperations.

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

As of December 31, 2013, approximately 35%ur NOI was generated from properties where prita of the NOI is derived from private resourcesd thi
remaining 5% of our NOI was generated from propsnivhere a majority of the NOI was derived from Matk and Medicaid reimbursements. Operations &t
Medicare and Medicaid dependent properties cugrgmtduce sufficient cash flow to pay our allocatedts or our minimum returns, but operations &tadgre of
these properties do not. Even at properties whes®than a majority of the NOI comes from Mediaar®dedicaid payments, a reduction in such paymesuts
materially adversely affect profits of or resuli@sses to our tenants or managers. With the baakgrof the current federal budget deficit and pfederal
priorities and continued challenging state fiscaiditions, there have been numerous recent legisland regulatory actions or proposed actions vé#ipect to
federal Medicare and state Medicaid rates and &geryments to states for Medicaid programs. If@ntthe extent Medicare or Medicaid rates are reddoom
current levels, or if rate increases are less thereases in operating costs, such changes cout@déenaterial adverse effect on the ability of @umants to pay rent
to us, the profitability of our managed seniordiyicommunities and the values of our propertiesddition, the revenues that we or our tenantsvedsom
Medicare and Medicaid may be subject to statutag/regulatory changes, retroactive rate adjustmestsvery of program overpayments or set-offs,
administrative rulings and policy interpretatioaad payment delays, all of which could have a niedtadverse effect on the ability of our tenantpéy rent to us
and on the profitability of our managed seniorriyicommunities.
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Pursuant to the Budget Control Act of 2@hd the Bipartisan Budget Act of 2013, the fedbtalget has included automatic spending reductivaistdok
effect in March 2013, including reductions of u284 to Medicare providers. The impact of these matiic payment cuts may be materially adverse tdenants'
and the profitability of our managed senior liviegmmunities.

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

The ACA contains insurance changes, paymieatiges and healthcare delivery systems changeldthe affected, and will continue to affect, s, tenants
and managers. Provisions of the ACA include mudtiglductions to the annual market basket updatesffation that may result in SNF Medicare paymeates
being less than for the preceding fiscal year. Wéeuaable to predict how potential Medicare rathiotions under the ACA will affect our tenants' anat
managers' future financial results of operatiomsydwver, the effect may be adverse and materiahande adverse and material to our future finarogatlition an
results of operations.

The ACA also establishes an Independenti@ay Advisory Board to submit legislative propogal€ongress and take other actions with a goedaiicing
Medicare spending growth. When and if such spendidgctions take effect, they may be adverse artdriahto our tenants' ability to pay rent to U t
profitability of our managed senior living commued and the values of our properties. The ACA idekiother changes that may affect us, our tenadtswar
managers, such as enforcement reforms and Medicar&edicaid program integrity control initiativeew compliance, ethics and public disclosure megoents
initiatives to encourage the development of hom@mmunity based long term care services ratfzer itstitutional services under Medicaid, valuedohs
purchasing plans and a Medicare post-acute cavegibgram to develop and evaluate making a bungigdhent for services, including hospital, physiciend
SNF services, provided during an episode of canan@es to be implemented under the ACA resultingduced payments for services or the failure ofligkre,
Medicaid or insurance payment rates to cover irgingacosts could adversely and materially affeetahility of our tenants to pay rent to us, thefipability of
certain of our managed senior living communitied tre values of our properties.

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

The U.S. economy has recently experienaegt@ssion and the recovery to date has been slwteady and incomplete, which has created volaideket
conditions, resulted in a decrease in availabdftgredit and led to the insolvency, closure orwasitjon of a number of financial institutions. WWhthe markets
currently show signs of stabilizing and growthreinains unclear when the economy will fully recotgepre-recession levels. Continued economic weskirethe
U.S. economy generally or a new recession wouklyliedversely affect our financial condition andittbf our tenants, and could impact the abilitpof tenants t
pay rent to us.

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

Because federal income tax laws restridiTREnd their subsidiaries from operating propsrtige do not manage our senior living communitiestead, we
lease nearly all of our communities to operatinmpanies or to our subsidiaries that qualify as TRSter applicable REIT tax laws. We have retaineé Star tc
manage our senior living communities. Our inconaarfrour properties may be adversely affected iftenants or managers fail to provide quality sewiaed
amenities to residents or if they fail to maintgirality service. While we monitor our tenants' amaghagers' performances, we have limited recourderuur
leases and management agreements if we believeththanants or managers are not performing adelgu&ailure by our tenants or managers to fullsfqren the
duties agreed to in our leases and managementagné could adversely affect our
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results of operations. In addition, our tenants @athagers operate, and in some cases own or hageéd in, properties that compete with our progerthich
may result in conflicts of interest. As a resulir tenants and managers have in the past madenayh the future make, decisions regarding compgstropertie
that may not be in our best interests.

Risks Related to Our Business

If the ongoing weakness in the U.S. economy contiesi for a substantial period, our operating and finacial results may be harmed by further declines in
occupancy at our senior living communities, wellnescenters and MOBs.

The performance of the U.S. healthcaresigthas historically been correlated with the perfance of the U.S. economy in general. From 2868ugh
2013, the U.S. economy experienced significant weak due primarily to weakness in the housing ntarg@uced consumer and business spending and
constrained credit markets. As a result, the UeBlthcare industry generally, and our senior liyingperties specifically, experienced declinesdoupancy,
revenues and profitability in 2013 that are expa&¢tecontinue into 2014 and potentially beyond 2@3at example, the continuing challenging housiragkat has
appeared to restrict the ability or willingnesssehiors to sell their houses, resulting in soméosemot relocating to our senior living propertidscretionary
medical expenditures are often deferred during vezaiomic periods causing some of our MOB tenantsduce their space needs and the operations at ou
wellness centers may be adversely impacted byidedting economic conditions if consumers reduseritionary spending for wellness activities. # tngoing
economic weakness in the United States continue®msens, our operating and financial results yikeill decline.

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

To retain our status as a REIT, we areireduo distribute at least 90% of our annual REXable income (excluding capital gains) and saasfiumber of
organizational and operational requirements to tWwREITs are subject. Accordingly, we generally wibit be able to retain sufficient cash from opersito repa
debts, invest in our properties or fund acquisgidDur business and growth strategies depend rinygn our ability to raise additional capitareasonable costs
to repay our debts, invest in our properties amdi facquisitions. Because of the volatility in tivaitability of capital to businesses on a globadiband the
increased volatility in most debt and equity maskggnerally, our ability to raise reasonably pricegital is not guaranteed; we may be unable tenaasonably
priced capital because of reasons related to ainéss or for reasons beyond our control, suchaakahconditions. If we are unable to raise reaslynariced
capital, our business and growth strategies mawpfa we may be unable to remain a REIT.

Increasing interest rates may adversely affect usna the value of an investment in our shares.

Interest rates have recently risen fronir thistorical lows but remain below historical loteym averages. Increasing interest rates may selyeaffect us and
the value of an investment in our shares, includintpe following ways:

. Amounts outstanding under our revolving creddility bear interest at variable interest ratetieWinterest rates increase, so will our interests;
which could adversely affect our cash flow, abititypay principal and interest on debt, cost ohagfcing debt when it becomes due and our ability
to make or sustain distributions to our sharehasldedditionally, if we choose to hedge our intemegé risk, we cannot assure that the hedge will be
effective or that our hedging counterparty will mige obligations to us.
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. An increase in interest rates could decrease ttoaiatbuyers may be willing to pay for our propestithereby reducing the market value of our
properties and limiting our ability to sell propeg or to obtain mortgage financing secured bypsaperties. Further, increased interest rates may
effectively increase the cost of properties we @&eq the extent we utilize leverage for thoseuwasitjons and may result in a reduction in our
acquisitions to the extent we reduce the amountffes to pay for properties, due to the effectrafreased interest rates, to a price that selleys ma
not accept.

. We expect to make regular distributions to our shalders. When interest rates on debt investmenaitable to investors rise, the market prices of
distribution paying securities often decline. Adtiogly, if interest rates rise, the market priceoaf shares may decline.

Our properties and their operations are subject teextensive regulations.

Various governmental authorities mandatea@e physical characteristics of senior housingperties, clinics, other health care communitieds Bintech
laboratories. Changes in laws and regulationsingldab these matters may require significant exgenek. Our leases, other than our MOB leasespand
management agreements generally require our teaantanagers to maintain our properties in compbanith applicable laws and regulations, and weeaxglp
resources to monitor their compliance. However,tenants or managers may neglect maintenance gfroperties if they suffer financial distress. Undeme of
our leases, we have agreed to fund capital expeediin return for rent increases and minimum retalue to us, with respect to our managed seniogli
communities increase by a defined percentage ofdpéal expenditures we fund at those communi@es.available financial resources or those oftenants or
managers may be insufficient to fund the expend&uequired to operate our properties in accordafitbeapplicable laws and regulations. If we fuhdge
expenditures, our tenants' financial resources eapsufficient to satisfy their increased ren@yments to us or our managed senior living comnesinay fail
to generate profits sufficient to fund our minimueturns.

Licensing, Medicare and Medicaid laws atsguire our tenants who operate senior living comities, hospitals, clinics and other healthcare womities to
comply with extensive standards governing theirapens. In addition, certain laws prohibit fraug denior living operators, hospitals and other thealre
communities, including civil and criminal laws thabhibit false claims in Medicare, Medicaid antietprograms and that regulate patient referralsedent
years, the federal and state governments haveetbimtreasing resources to monitoring the qualfityape at senior living communities and to antidfta
investigations in healthcare operations gener@lg ACA also facilitates the Department of Jussieddility to investigate allegations of wrongdomgfraud at
SNFs. When violations of anti-fraud, false claimsti-kickback or physician referral laws are idéetl, federal or state authorities may impose civilnetary
damages, treble damages, repayment requirementgiaridal sanctions. Healthcare communities mag ks subject to license revocation or conditioitarisure
and exclusion from Medicare and Medicaid partidgpabr conditional participation. When quality aire deficiencies or improper billing are identifi@drious
laws may authorize civil money penalties or finta& suspension, modification, or revocation otarise or Medicare/Medicaid participation; the snsfmn or
denial of admissions of residents; the denial ghpents in full or in part; the implementation odt&t oversight, temporary management or receiverahipthe
imposition of criminal penalties. We, our tenamsl amnanagers receive notices of potential sancfions time to time, and governmental authorities @sg such
sanctions from time to time on our communities Whieir tenants and managers operate. If our temamgnagers are unable to cure deficiencies whasle bheen
identified or which are identified in the futurbese sanctions may be imposed, and if imposed athegrsely affect our tenants' ability to pay reatas and our
ability to identify substitute tenants or managé&ederal and state requirements for change in @ooithealthcare communities, including, as apilieaapprovals
of the proposed operator for
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licensure, CON, and Medicare and Medicaid partidipe may also limit or delay our ability to findilsstitute tenants or managers. If any of our tenant
managers becomes unable to operate our propentigssny of our tenants becomes unable to pageits or generate and pay our minimum returns beciulms
violated government regulations or payment lawsnveg experience difficulty in finding a substitdémant or manager or selling the affected propferty fair
and commercially reasonable price, and the valndaiffected property may decline materially.

Various laws administered by the FDA artkotagencies regulate the operations of our terthat®operate biotech laboratories that develomufeeture,
market or distribute pharmaceuticals or medicalais: Once a product is approved, the FDA maintavessight of the product and its developer and can
withdraw its approval, recall products or suspérmartproduction, impose or seek to impose civitominal penalties on the developer or take otltipas for the
developer's failure to comply with regulatory ragnients, including anti-fraud, false claims, art¢kkack or physician referral laws. Other conceafiscting our
biotech laboratory tenants include the potentiakidsequent discovery of safety concerns ancegtlaigation, ensuring that the product qualifies
reimbursement under Medicare, Medicaid or otheeffaldor state programs, cost control initiativepayment programs, the potential for litigation othee validity
or infringement of intellectual property rightsa#dd to the product, the eventual expiration cdvaht patents and the need to raise additionalataphe cost of
compliance with these regulations and the risksrifesd in this paragraph, among others, could adlgaffect the ability of our biotech laboratoenants to pay
rent to us.

Our acquisitions may not be successful.

An element of our business plan involvesdhquisition of additional properties. We canrsstuaie that we will be able to consummate attractocuisition
opportunities or that acquisitions we make willduecessful. We might encounter unanticipated diffies and expenditures relating to any acquiregerties.
Newly acquired properties might require significarenagement attention that would otherwise be @evimt our ongoing business. We might never re#fie
anticipated benefits of our acquisitions. Notwittmeting pre-acquisition due diligence, we do noigvel that it is possible to fully understand a gndy before it is
owned and operated for an extended period of tifoeexample, we could acquire a property that doatandisclosed defects in design or construction.
addition, after our acquisition of a property, tharket in which the acquired property is locateq mgperience unexpected changes that adverselst dfie
property's value. The occupancy of propertiesweatcquire may decline during our ownership, amtisrer returns that are in effect or expected atithe a
property is acquired may decline thereafter. A, property operating costs for our acquired pridge may be higher than we anticipate and our iaedu
properties may not yield the returns we expect drithanced using debt or new equity issuancesy mault in shareholder dilution. For these reasansng
others, our business plan to acquire additiongbgmies may not succeed or may cause us to experiesses.

Our previously announced purchase of one MOB (two tnildings) in Boston, Massachusetts for approximatgl $1.125 billion and the financing of that
purchase may not be completed.

As discussed elsewhere in this Annual RepoiForm 10-K, we have agreed to purchase a M@B fildings) in Boston, Massachusetts primarigsied by
Vertex Pharmaceuticals Incorporated, or the Vek©®8, for approximately $1.125 billion and currenélypect to close that purchase within the firstisonths of
2014. In connection with that agreement, we recké&véerm loan commitment for $800 million from timstitutional lenders which we expect to be avdédab us
to provide a portion of the financing of the pursbaf the Vertex MOB.

The purchase agreement contains certagingja@onditions typical of large commercial reghés transactions. While we expect those closinglitions to be
satisfied in a timely manner, some are
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beyond our control, and the failure of those cdadd to be satisfied for any reason may preveriayder otherwise negatively affect closing of thjuisition. In
addition, the terms of the purchase agreement itbescin this Annual Report on Form 10-K may be dethor the agreement may be terminated by agreeshent
the parties.

The commitments which we received for #ventloan are also subject to various conditiondugting mutually satisfactory documentation. These be no
assurance that all those conditions, some of wduietbeyond our control, will be satisfied, that tiens of the term loan described in the commitserill not
change, or that the term loan will be availablegoln addition, even if the entire term loan isitable to us, we are not committed to borrow thedr any lesser
amount under that loan and we may utilize othet delequity financing for all or a portion of thenghase of the Vertex MOB depending on the costich
financing and market conditions.

In certain circumstances, our failure tonptete the purchase of the Vertex MOB, including&gson of our inability to finance the acquisitiaill result in
our forfeiture of a $50 million deposit. The undahility of financing for the purchase of the VertelOB to us on favorable terms or any delay in ctatipg this
purchase could prevent us from realizing the oVeelefits that we expect from the purchase.

We face significant competition and we may be unaélto profit from our managed senior living communites.

We face significant competition for acqtiei opportunities from other investors, includimgplicly traded and private REITs, numerous finahuistitutions
individuals and public and private companies. Bseanf competition, we may be unable to, or mayaaignificantly increased purchase price to, aegaidesire
property. Some of our competitors may have grdatancial and management resources than we have.

In addition, our leased properties, paftidy our MOBs, face competition for tenants. Saznenpeting properties may be newer, better locatedare
attractive to tenants. Competing properties mayeHhawer rates of occupancy than our propertiescivimay result in competing owners offering avagegpace &
lower rents than we offer at our properties. Thimpetition may affect our ability to attract andaie tenants and may reduce the rents we are alslearge.

Furthermore, as the owner and manager ofmamaged senior living communities, our TRSs aind Btar compete with numerous other companies that
provide senior living services, including home hieedire companies and other real estate based s@naeiders. Although some states require CON&t@lbp
new SNFs and assisted living communities, therdeaver barriers to competition for home healthaaréor independent and assisted living services cafeot
assure that our TRSs and Five Star will be ablttact a sufficient number of residents to our aggd senior living communities at rates that waydderate
acceptable returns or that they will be able traattemployees and keep wages and other employeditseinsurance costs and other operating exgeatsevels
which will allow our managed senior living commues to compete successfully or to operate profitabl

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

Our business is highly competitive and wpeet that it may become more competitive in tharet We compete with a number of publicly tradad private
REITs, numerous financial institutions, individualsd public and private companies who are actigatyaged in our business, some of which are lamghave a
lower cost of capital than we do. In the past,qasiof economic recession in the economy genenallg sometimes caused some investors to focusattintare
and healthcare real estate investments becauseiseestors believe these types of investments neay b
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less affected by general economic circumstancesrtiast other investments. Further, in light of terently low historical market interest rates amteased
leverage utilized by financial and other buyergchase prices for properties have experiencedaseeresulting in lower rates of returns. Theseldpments
could result in increased competition for investisefewer investment opportunities available taod lower spreads over our cost of our capitabfalvhich
would limit our ability to grow our business andprve our financial results.

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

Until recently, a large number of new assidiving properties were being developed. In nsbates these properties are subject to less strimggulations
than nursing homes and can operate with compahafieeer personnel and at comparatively lower costsa result of offering newer accommodationscatad or
lower costs, these assisted living properties dahdraenior living alternatives, including home ltiezare, often attract persons who would have pigsly become
nursing home residents. Many of the residentsa#tdato new assisted living properties were thetrpaxfitable nursing home patients, since they paggher rates
than Medicaid or Medicare would pay and they reggiiess amounts of care. Historically, state reaménts of obtaining CONSs to develop new propehsse
somewhat protected nursing homes from competitiomever, many states are eliminating or reduciegétbarriers. Also, there are few regulatory bertie
competition for home healthcare or for independemt assisted living services. These competitiveofadave caused some nursing homes which we own to
decline in value. This decline may continue assasdiliving communities or other elderly care altgives, such as home healthcare, expand theindssss. Each
of our tenants of our senior living communitiesgasimilar risks. These competition risks may pneweir tenants and managers from maintaining orawipg
occupancy at our properties, which may increaseistieof default under our leases and adverselycathe profitability of our managed senior liviegmmunities.

When we renew leases or lease to new tenants of ddOBs our rents may decline and our expenses maydrease and changes in tenants' requirements for
leased MOB space may adversely affect us.

When we renew leases or lease to new temdmiur MOBs we may receive less rent than weeaillly receive from existing tenants at our MOBsrkéa
conditions may require us to lower our rents tairetenants at our MOBs. When we lease to new terarrenew leases for our MOBs we may have todpen
substantial amounts for leasing commissions, teingmtovements or other tenant inducements. Mamuofieases for our MOBs are specially suited to the
particular business of our tenants. Because thegegies have been designed or physically modffied particular tenant, if the current leaseeisntinated or not
renewed, we may be required to renovate the prppégubstantial costs, decrease the rent we cloangevide other concessions in order to leasgtbperty to
another tenant. MOB tenants have been generalfgasingly seeking to increase their space utibratinder their leases, including reducing the arhofisquare
footage per employee at leased properties, whighre@uce the demand for leased space. If a sigmifioumber of such events occur, our income artl ftaw
may materially decline and our ability to make dagulistributions to our shareholders may be jedizad.

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

Our revolving credit facility agreementlimdes various conditions to our borrowing and vasifinancial and other covenants and events oluttei&’e may
not be able to satisfy all of these conditions ayrdefault on some of these covenants for varieasans, including matters which are beyond ourrobrit we are
unable to borrow under our revolving credit fagilitve may be unable to meet our business obligatiorio grow by buying additional properties, ormay be
required to sell
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some of our properties. If we default under ouoheing credit facility agreement at a time whenroared amounts are outstanding, our lenders may déma
immediate payment, and if we default under our kexg credit facility, our lenders may elect to noake further borrowings available to us. Any défander ou
revolving credit facility agreement would likely Veserious and adverse consequences to us and likalycdcause the market price of our shares toenity
decline and may prevent our making distributionsuoshareholders.

In the future, we may obtain additional dféflancing, and the covenants and conditions whijgply to any such additional indebtedness may dvem
restrictive than the covenants and conditions ¢oathin our revolving credit facility agreement.

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

Ownership of real estate is subject tosriagsociated with environmental hazards. We mdiable for environmental hazards at, or migratingnd, our
properties, including those created by prior owmgrsccupants, existing tenants, abutters or qitbesons. Various federal and state laws imposéitiab upon
property owners, such as us, for any environmetgalages arising at, or migrating from, propertiges/town, and we cannot assure that we will notddé lable
for environmental investigation and clean up anear, our properties, including at sites we owah l@ase to our tenants. As an owner or previoussowh
properties which contain environmental hazardsalse may be liable to pay damages to governmegaaiaes or third parties for costs and damagesitioey
arising from environmental hazards at, or migrafiegn, our properties. Moreover, the costs and dgsavhich may arise from environmental hazardotien
difficult to project and may be substantial.

We believe any asbestos in our properi&®ntained in accordance with current regulatiand, we have no current plans to remove it. If @maaved the
asbestos or demolished these properties, certairoamental regulations govern the manner in whighasbestos must be handled and removed, andule co
incur substantial costs complying with such regafe.

The current political debate about climetiange has resulted in various treaties, laws egulations which are intended to limit carbon einiss. We believ:
these laws being enacted or proposed may causgyermsts at our properties to increase. Laws eddotaitigate climate change may make some of aildings
obsolete or cause us to make material investmerdsri properties which could materially and advigraéfect our financial condition and results ofeoations. For
more information regarding climate change mattestheir possible adverse impact on us, pleasé\daeagement's Discussion and Analysis of Financial
Condition and Results of Operations—Impact of Cten@hange."

Real estate ownership creates risks and liabilities

In addition to the risks related to envimental hazards and climate change, our businestbjsct to other risks associated with real estatgership,
including:

. the illiquid nature of real estate markets, vahlimits our ability to sell our assets rapidlyrespond to changing market conditions;

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

. property and casualty losses;

. costs that may be incurred relating to properiintenance and repair, and the need to make eitpersddue to changes in governmental

regulations, including the ADA;

. legislative and regulatory developments that megur at the federal, state and local levelstiiase direct or indirect impact on the ownership,
leasing and operation of our properties; and

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

As of December 31, 2013, we had $1.9 iliiodebt outstanding, which was 40.5% of our tbtabk capitalization. Our note indenture and reig\credit
facility agreement permit us and our subsidiariemtur additional debt, including secured debwéf default in paying any of our debts or honong debt
covenants, it may create one or more cross defaultsdebts may be accelerated and we could beddrcliquidate our assets for less than the vakeswould
receive in a more orderly process.

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

We rely on information technology netwoekal systems, including the Internet, to proceassmit and store electronic information and to ngana suppol
a variety of our business processes, includingnfifed transactions and maintenance of records, iwimay include personal identifying information ehants,
residents and lease data. We rely on commerciadlifable systems, software, tools and monitoringrtvide security for processing, transmitting atating this
confidential information, such as individually idéiable information relating to financial accountsithough we have taken steps to protect the #tyonfrithe data
maintained in our information systems, it is pokesthat our security measures will not be ablervent the systems' improper functioning, or thprioper
disclosure of personally identifiable informatiamch as in the event of cyber attacks. Securitydires, including physical or electronic break-irsnputer
viruses, attacks by hackers and similar breaclagscieate system disruptions, shutdowns or unaa#tbdisclosure of confidential information. Anyléme to
maintain proper function, security and availabibifyour information systems could interrupt our gti®ns, damage our reputation, subject us tolifglmlaims or
regulatory penalties and could materially and askigraffect us.

Insurance on our properties may not adequately covell losses and uninsured losses could materialgnd adversely affect us.

Generally, we or our tenants are respoadinl the costs of insurance coverage for our pt@® including for casualty, including fire andtended coverage,
and liability. Either we purchase the insuranceselues and, except in the case of our managedrdifiiig communities, our tenants are requireddimnburse us,
or the tenants buy the insurance directly andegjaired to list us as an insured party. Under ocediacumstances insurance proceeds may not beuatetp
restore our economic position with respect to decédéd property and we could be materially and exblg affected. Furthermore, we do not have anyrarsce
designated to limit any losses that we may incu eesult of known or unknown environmental corddis which are not caused by an insured event, asidlor
example, fire or flood.

Changes in lease accounting standards may materigland adversely affect us.

The Financial Accounting Standards Boarsl fraposed accounting rules that would require @onigs to capitalize all leases on their balancetshzy
recognizing a lessee's rights and obligationsdffiroposal is adopted in its current form, manyganies that account for certain leases on arbalénce sheet"
basis would be required to account for such le&medalance sheet." This change would remove métiyeadifferences in the way companies accounbfened
property and leased property, and could have ariabgédfect on various aspects of our tenants'riesses, including their credit quality and thedesthey
consider in deciding whether to own or lease pridgger|f the proposal is adopted, it could causapanies that lease properties to prefer shorteelesrms, in an
effort to reduce the leasing liability requiredo® recorded on their balance sheets. The proposll also make lease renewal options less attecis, under
certain circumstances, the
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rule would require a tenant to assume that a relhegid will be exercised and accrue a liabilityating to the longer lease term.
Risks Related to Our Relationshipswith RMR, Five Star and CWH

We are dependent upon RMR to manage our business @implement our growth strategy.

We have no employees. Personnel and sertlie¢ we require are provided to us under corgnaith RMR. Our ability to achieve our businesseuiives
depends on RMR and its ability to manage our pteggeridentify and complete our acquisitions argpdsitions and to execute our financing strategy.
Accordingly, our business is dependent upon RMR&ress contacts, its ability to successfully Hirgin, supervise and manage its personnel arability to
maintain its operating systems. If we lose theises/provided by RMR or its key personnel, our bass and growth prospects may decline. We may bleleito
duplicate the quality and depth of management abkilto us by becoming internally managed or biyngianother manager. Also, in the event RMR is Uingi
or unable to continue to provide management ses\ticels, our cost of obtaining substitute servioaey be greater than the fees we pay RMR under our
management agreements, and as a result our expeagdscrease.

Our management structure and agreements and relatitships with RMR and CWH may restrict our investmentactivities and may create conflicts of
interest or the perception of such conflicts.

RMR is authorized to follow broad operatamg investment guidelines and, therefore, hasetisa in determining the types of properties thiiltbe
appropriate investments for us, as well as ouwriddal operating and investment decisions. Our BadrTrustees periodically reviews our operating an
investment guidelines and our operating activiéied investments but it does not review or appraah elecision made by RMR on our behalf. In addjtion
conducting periodic reviews, our Board of Trustesies primarily on information provided to it byMR. RMR is beneficially owned by our Managing Trees,
Barry M. Portnoy and Adam D. Portnoy.

In addition to managing us, RMR manages CWHublicly traded REIT that primarily owns offipeoperties, GOV, a publicly traded REIT that owns
properties that are majority leased to governmemants, HPT, a publicly traded REIT that owns tsoteld travel centers, and Select Income REIT, Br &l
publicly traded REIT that primarily owns and invest net leased, single tenant office and indugtriaperties and leased lands in Hawaii. RMR alsvipes
services to other publicly and privately owned camips, including Five Star, our largest tenant@asager of our managed senior living communitiés, which
operates and franchises travel centers and com@nitores, and Sonesta, which operates, managésaonhises hotels, resorts and cruise ships.eTimestiple
responsibilities to public companies and other hesses could create competition for the time afaitefof RMR and Messrs. Barry and Adam PortnoysoAl
RMR's multiple responsibilities to us and to otbempanies to which it provides management servitas create potential conflicts of interest, or dippearance
of such conflicts of interest. In addition, ourrtsaction agreement with CWH has restrictions onrigint to make investments in properties that aiteinthe
investment focus of CWH.

Our management agreements were negotiatecebn related parties, and the terms, includiegdbs payable to RMR, may not be as favorable @sithey
would have been if they were negotiated betweeaslatad parties. In our management agreements WitR,Rve acknowledge that RMR may engage in other
activities or businesses and act as the manageytother person or entity (including other REI&ggn though such person or entity has investmdidig®and
objectives similar to those of ours and we areemitled to preferential treatment in receivingoimation, recommendations and other services frdfRR
Accordingly, we may lose investment opportunitiesand may compete for tenants with, other busesssmnaged by RMR.
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Barry Portnoy is Chairman and an employfeRMR, and Adam Portnoy is President, Chief Exai®fficer and a director of RMR. All of the membeaf
our Board of Trustees, including our Independenisiees, are members of one or more boards of ésustedirectors of other companies to which RMRvjghes
management services. All of our executive offi@es also executive officers of RMR, and David Jgatey, our President and Chief Operating Officerlso a
director of RMR. The foregoing individuals may ha&duity in or positions with other companies to @thRMR provides management services. Such equity
ownership and positions by our Trustees and officeuld create, or appear to create, conflictatefrést with respect to matters involving us, RMR &s related
parties.

Our management arrangements with RMR may discourageur change of control.

A default under our revolving credit fagjlagreement would occur if RMR ceases to act abosiness manager and property manager, unlessavay our
lenders holding/ 3 of the aggregate credit exposure under that agneiei& may be unable to duplicate, without consitier cost increases, the quality and d
of management available to us by contracting withRRf we become internally managed or if we contraith other parties for management services. Resé
reasons, our management agreements with RMR meguli&ge a change of control of us, including a geasf control which might result in payment of a
premium for your common shares.

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

In the past, in particular following per&df volatility in the overall market or declingsthe market price of a company's securities, $twdder litigation,
dissident shareholder trustee nominations andd#issshareholder proposals have often been ireditagainst companies alleging conflicts of inteie$ftusiness
dealings with affiliated and related persons artities. Our relationships with RMR, Five Star, Aifites Insurance Company, or AIC, the other busiessand
entities to which RMR provides management serviBasty Portnoy, Adam Portnoy and other relatedipaitf RMR may precipitate such activities. These
activities, if instituted against us, could resolsubstantial costs and a diversion of our managgsiattention even if the action is unfounded.

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

Five Star was originally organized as awrssdiary. We distributed substantially all our &i8tar ownership to our shareholders on Decemhe2RIL. One ¢
our Managing Trustees, Mr. Barry Portnoy, servea asmnaging director of Five Star, and Five StatHer managing director, Mr. Gerard Martin, is gedior of
RMR. RMR provides management services to both ds=are Star. As of December 31, 2013, our leas#s Mive Star accounted for 42.1% of our annualsent
As of December 31, 2013, Five Star also manageaf 4dr senior living communities. In the future, e®pect to do additional business with Five Stae. Wglieve
that our current leases, management contractsthed lousiness dealings with Five Star were enterecommercially reasonable terms and that our tiéstio
continuing and increasing business dealings witile Btar have been beneficial to us. Our transastioth Five Star have been approved by our Independ
Trustees; however, because of the historical antiragng relationships which we have with Five Stach of our historical, continuing and expandinginess
dealings may not be on the same or as favorabiestas we might achieve with a third party with whamdo not have such relationships.

We may experience losses from our business dealinggh AIC.

We have invested approximately $5.2 millio\IC, we have purchased substantially all owperty insurance in a program designed and reidsarpart by
AIC, and we periodically consider the possibilitfes expanding our relationship with AIC to othgpés of insurance. We, RMR and six
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other companies to which RMR provides managemeanicss each own 12.5% of AIC, and we and thosercih@ shareholders participate in a combined
insurance program designed and reinsured in pa&i @y Our principal reason for investing in AIC afat purchasing insurance in these programs igéd $0
improve our financial results by obtaining improvedurance coverages at lower costs than may leeveide available to us or by participating in amgfits whick
we may realize as an owner of AIC. While we belieseehave in the past benefitted from these arraegésnthese beneficial financial results may netioin the
future, and we may need to invest additional chpitarder to continue to pursue these results.'a\lflisiness involves the risks typical of an insoeabusiness,
including the risk that it may be insufficientlypitalized. Accordingly, financial benefits from obusiness dealings with AIC may not be achieveithénfuture,
and we may experience losses from these dealings.

Risks Related to Our Organization and Structure

Ownership limitations and certain provisions in ourdeclaration of trust, bylaws and shareholder righs agreement, as well as certain provisions of
Maryland law, may deter, delay or prevent a changén our control or unsolicited acquisition proposals

Our declaration of trust prohibits any steider other than CWH and RMR and their affiliagasd certain persons who have been exempted bgaard of
Trustees, from owning (directly and by attributionpre than 9.8% of the number or value of sharesgfclass or series of our outstanding sharesméficial
interest, including our common shares. This provisif our declaration of trust is intended to assith our REIT compliance under the IRC and othisento
promote our orderly governance. However, this iovi also inhibits acquisitions of a significardlst in us and may deter, delay or prevent a chenger
control or unsolicited acquisition proposals thahareholder may consider favorable. Additiongilpvisions contained in our declaration of trust &glaws or
under Maryland law may have a similar impact, idahg, for example, provisions relating to:

. the division of our Trustees into three classef) tie term of one class expiring each year, wbhalkld delay a change of control (although our
Board of Trustees has determined to recommendthaghareholders approve at our 2014 annual meefisigareholders an amendment to our
declaration of trust to permit the annual electidmll Trustees);

. shareholder voting rights and standards foretketion of Trustees and other provisions whicluieglarger majorities for approval of actions whic
are not approved by our Trustees than for actidmsiware approved by our Trustees;

. the authority of our Board of Trustees, and notshareholders, to adopt, amend or repeal our bydedgo fill vacancies on our Board of Trustees;
. the fact that only our Board of Trustees may dadireholder meetings and that shareholders arentitied to act without a meeting;
. required qualifications for an individual to sea&a Trustee and a requirement that certain oTustees be "Managing Trustees" and other

Trustees be "Independent Trustees", as definedrigaverning documents;

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

. limitations on the ability of our shareholdessr¢move our Trustees; and

. the authority of our Board of Trustees to creatd issue new classes or series of shares (ingthiares with voting rights and other rights and

privileges that may deter a change in control) iasde additional common shares.
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We also currently maintain a shareholdgints agreement whereby, in the event a personooipgsf persons acquires 10% or more of our outgtgnd
common shares, unless the acquisition is approyexdibBoard of Trustees, our shareholders, othar guch person or group, will be entitled to puseha
additional shares or other securities or property discount. Until this agreement expires on Ap@j 2014, it may deter, delay or prevent a chamgeir control o
unsolicited acquisition proposals that a sharehatty consider favorable.

In addition, our shareholders agreemertt vaspect to AIC provides that AIC and the otharsholders of AIC may have rights to acquire otenests in
AIC in the event that anyone acquires more thaft®8our shares or we experience some other chargmtrol.

Our ownership interest in AIC may prevent shareholars from accumulating large share ownership, from aminating or serving as Trustees, or from
taking actions to otherwise control our business.

As an owner of AIC, we are licensed andrapgd as an insurance holding company; and angkhbter who owns or controls 10% or more of ouusées
or anyone who wishes to solicit proxies for electdd, or to serve as, one of our Trustees or fotlar proposal of business not approved by ourdoff rustees
may be required to receive pre-clearance from tineerned insurance regulators. These pre-approseég@ures may discourage or prevent investors from
purchasing our securities, from nominating perdorserve as our Trustees or from taking other astio

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

Our declaration of trust limits the liabjliof our Trustees and officers to us and our di@ders for money damages to the maximum extemipiexd under
Maryland law. Under current Maryland law, our Tees and officers will not have any liability toarsd our shareholders for money damages other idiaifity
resulting from:

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

. active and deliberate dishonesty by the Trustesffmer that was established by a final judgmenbeisig material to the cause of action adjudice

Our declaration of trust and indemnificatigreements require us to indemnify any presefarorer trustee or officer, to the maximum exteefrpitted by
Maryland law, who is made or threatened to be nzaplarty to a proceeding by reason of his or heficein that capacity. However, except with respect
proceedings to enforce rights to indemnificatioe, will indemnify any person referenced in the poegi sentence in connection with a proceeding teiidy suct
person against us only if such proceeding is aitbdy our declaration of trust or bylaws or by Board of Trustees or shareholders. In additioaway be
obligated to pay or reimburse the expenses inclyeolir present and former Trustees and officetsomit requiring a preliminary determination of theiftimate
entittement to indemnification. As a result, we ana shareholders may have more limited rightsregaiur present and former Trustees and officens thight
otherwise exist absent the provisions in our dadian of trust and indemnification agreements at thight exist with other companies, which coufditiyour
recourse in the event of actions not in your betgtréest.

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

Our contracts with Five Star, CWH and RM@vide that any dispute arising under those cotgraay be referred to binding arbitration procegsin
Similarly, our bylaws provide that actions by oiaseholders against us or against our Trusteesféiodrs, including derivative and class
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actions, may be referred to binding arbitrationceedings. As a result, we and our shareholdersdamatl be able to pursue litigation for these dispuh courts
against Five Star, CWH, RMR or our Trustees anitef$ if the disputes were referred to arbitratioraddition, the ability to collect attorneys' $ear other
damages may be limited in the arbitration proceggliwhich may discourage attorneys from agreeingpoesent parties wishing to commence such a pdiug.

We may change our operational, financing and investent policies without shareholder approval and we ray become more highly leveraged, which may
increase our risk of default under our debt obligaions.

Our Board of Trustees determines our op®@ral, financing and investment policies and magachor revise our policies, including our policieish respect
to our intention to qualify for taxation as a REBkquisitions, dispositions, growth, operationggeistedness, capitalization and distributions, @raye
transactions that deviate from these policies, avitta vote of, or notice to, our shareholders.dyathanges could adversely affect the market vafwair common
shares and our ability to make distributions to shareholders. Further, our organizational docusnéatot limit the amount or percentage of indetésd, funde
or otherwise, that we may incur. Our Board of Teestmay alter or eliminate our current policy orrtwing at any time without shareholder approvithis
policy changed, we could become more highly levedagvhich could result in an increase in our debtise costs. Higher leverage also increases sieofi
default on our obligations. In addition, a changeur investment policies, including the mannewhich we allocate our resources across our pootfmlithe types
of assets in which we seek to invest, may increasexposure to interest rate risk, real estatketdluctuations and liquidity risk.

Risks Related to Our Taxation
The loss of our tax status as a REIT for U.S. fedaf income tax purposes could have significant advee consequences.

As a REIT, we generally do not pay fedarad state income taxes. However, actual qualificatis a REIT under the IRC depends on satisfyingpbex
statutory requirements, for which there are omtyitiéd judicial and administrative interpretatiod#e believe that we have been organized and havaisple and
will continue to be organized and to operate, mamner that qualified and will continue to qualify to be taxed under the IRC as a REIT. Howevegammot be
certain that, upon review or audit, the IRS willegwith this conclusion. Furthermore, there ignarantee that the federal government will not stagesliminate
REITs under the IRC.

Maintaining our status as a REIT will reguiis to continue to satisfy certain tests conogrramong other things, the nature of our asdetssaurces of our
income and the amounts we distribute to our shddeha In order to meet these requirements, it beagecessary for us to sell or forgo attractivegtments.

If we cease to be a REIT, then our abilityaise capital might be adversely affected, wiehv in breach under our revolving credit facildpd term loan
agreements, we may be subject to material amodifésieral and state income taxes and the valueio$leares likely would decline. In addition, if Vese or
revoke our tax status as a REIT for a taxable yweanvill generally be prevented from requalifyinga@REIT for the next four taxable years.

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

Dividends payable by U.S. corporationsdagorporate shareholders, such as individualsistarsd estates, are generally eligible for reduardates.
Distributions paid by REITs, however, generally aot eligible for these reduced rates. The moreriable rates for corporate dividends may cause
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investors to perceive that an investment in a REIEss attractive than an investment in a non-Rélfity that pays dividends, thereby reducing temand and
market price of our shares.

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

We generally must distribute annually ask90% of our taxable income, subject to certdjnsgiments and excluding any net capital gain rifeofor federal
corporate income tax not to apply to earnings Wetistribute. To the extent that we satisfy th&ribution requirement, but distribute less th&% of our
taxable income, we will be subject to federal cogp® income tax on our undistributed taxable incowle intend to make distributions to our sharehclde
comply with the REIT requirements of the IRC. Irddithn, we will be subject to a 4% nondeductibleisr tax if the actual amount that we pay out to ou
shareholders in a calendar year is less than amamiamount specified under federal tax laws.

From time to time, we may generate taxaideme greater than our income for financial repgrpurposes prepared in accordance with U.S. géiper
accepted accounting principles, or GAAP, or diffexes in timing between the recognition of taxah®ime and the actual receipt of cash may occwrelflo not
have other funds available in these situations evgdcbe required to borrow funds on unfavorablenersell investments at disadvantageous pricestitdite
amounts that would otherwise be invested in fuaaguisitions to make distributions sufficient tabte us to pay out enough of our taxable incomsatisfy the
REIT distribution requirement and to avoid corperaicome tax and the 4% excise tax in a partiotgar. These alternatives could increase our cosedoice our
shareholders' equity. Thus, compliance with theTREEQuirements may hinder our ability to grow, whiould adversely affect the value of our shares.

Even if we qualify and remain qualified as a REIT we may face other tax liabilities that reduce our ash flow.

Even if we qualify and remain qualified taxation as a REIT, we may be subject to ceredleral, state and local taxes on our income aretsasscluding
taxes on any undistributed income, excise taxa sir local income, property and transfer taxesh s mortgage recording taxes, and other taees. S
"Business—Federal Income Tax Considerations—Tama®a REIT." In addition, in order to meet the REualification requirements, prevent the recogmitdf
certain types of non-cash income, or avert the sitjom of a 100% tax that applies to certain galesved by a REIT from dealer property or inventomg may
hold some of our assets and operations througiR&s or other subsidiary corporations that wilshibject to corporate level income tax at regules.aAny of
these taxes would decrease cash available foitigtn to our shareholders.

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

We lease certain of our properties to de¥ pursuant to arrangements that, under the IRGn@nded to qualify the rents we receive fromBRSs as
income that satisfies the REIT gross income t&¥tsalso intend that our transactions with our TBSsonducted on arm's length bases so that wewantRSs
will not be subject to penalty taxes under the Bplicable to mispriced transactions. While refiefvisions can sometimes excuse REIT gross incestey
failures, in such cases significant penalty taxasime imposed.

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

. our TRSs may not directly or indirectly operateranage a health care facility, as defined by th@; IR
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. the leases to our TRSs must be respected as &rsesléor federal income tax purposes and not aEsarontracts, partnerships, joint ventures,
financings, or other types of arrangements;

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

. the leased properties must be managed and edesatbehalf of the TRSs by independent contragtbisare less than 35% affiliated with us and

who are actively engaged (or have affiliates saagegd) in the trade or business of managing andatipgrqualified health care properties for
persons unrelated to us; and

. the rental and other terms of the leases mustrhis &&ngth.

There can be no assurance that the IRSou will agree with our assessment that our BR&ngements comply as intended with applicableTREI

qualification and taxation rules. If arrangementgiving our TRSs fail to comply as intended, weyrfel to qualify as a REIT or be subject to sigeeint penalty
taxes.

Risks Related to Our Securities
We cannot assure that we will continue to make digbutions to our shareholders, and distributions wemay make may include a return of capital.
We intend to continue to make regular qeréytdistributions to our shareholders. However:

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

. our making of distributions is subject to comapice with restrictions contained in our revolvimgdit facility agreement and our note indenture and
may be subject to restrictions in future debt we inaur; and

. any distributions will be made in the discretionoof Board of Trustees and will depend upon varfacsors that our Board of Trustees deems
relevant, including our results of operations, fimancial condition, debt and equity capital avliéato us, our expectations of our future capital
requirements and operating performance, includingfunds from operations, or FFO, our normalizendfsifrom operations, or Normalized FFO,
restrictive covenants in our financial or other ttactual arrangements (including those in our reimgl credit facility agreement and senior notes
indenture), tax law requirements to maintain oatust as a REIT, restrictions under Maryland law amdexpected needs and availability of cash to
pay our obligations.

For these reasons, among others, ourluligion rate may decline or we may cease makingibligions. Also, our distributions may include &um of capital
Any notes we may issue will be effectively subordated to the debts of our subsidiaries and our seced debt.

We conduct substantially all of our buss#wough, and substantially all of our propertiess owned by, our subsidiaries. Consequently, bilityato pay
debt service on our outstanding notes and any megassue in the future will be dependent uponcteh flow of our subsidiaries and payments by those
subsidiaries to us as dividends or otherwise. Qbsigliaries are separate legal entities and hasiedivn liabilities. Payments due on our outstagdiotes, and
any notes we may issue, are, or will be, effecyigeibordinated to liabilities of our subsidiarigg;luding guaranty liabilities. As of December 2D13, our
subsidiaries had $694.9 million of secured debt. @uistanding notes are, and any notes we may g8luge, effectively subordinated to any securetwith
regard to our assets pledged to secure those debts.
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Our notes may permit redemption before maturity, ard our noteholders may be unable to reinvest proceasdat the same or a higher rate.

The terms of our notes may permit us te@ead all or a portion of our outstanding notes ateertain amount of time, or up to a certain petage of the
notes prior to certain dates. Generally, the redemprice will equal the principal amount beingleemed, plus accrued interest to the redemptian ghats any
applicable premium. If a redemption occurs, ouehotders may be unable to reinvest the money thesive in the redemption at a rate that is equat tugher
than the rate of return on the applicable notes.

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

Generally, any notes we may issue will bew issue for which no trading market currentlisesx We may not list our notes on any securitiehange or
seek approval for price quotations to be made abtailthrough any automated quotation system. Weatassure that an active trading market for anguofnotes
will exist in the future. Even if a market develpgise liquidity of the trading market for any ofrawtes and the market price quoted for any sutbsnmay be
adversely affected by changes in the overall mddkedixed income securities, by changes in ouaficial performance or prospects, or by changdsaiptospects
for REITs or for the senior living industry gendyal
Rating agency downgrades may increase our cost cdtal.

Our notes and certain other obligationsrated by two rating agencies. These rating agenmiy elect to downgrade their ratings on our notertain othe
obligations at any time. Such downgrades may neglgtaffect our access to the capital markets antease our cost of capital, including the interatt and fees
payable under our revolving credit facility agreeme
Iltem 1B. Unresolved Staff Comments.

None.
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Iltem 2. Properties.

At December 31, 2013, we had real estatesiments totaling $5.3 billion, at undepreciatestcafter impairment write downs, in 375 properi401
buildings). At December 31, 2013, 53 propertiesvain aggregate cost of $1.4 billion and an aggeegatrying value of $964.0 million were mortgagedabject
to capital lease obligations with an aggregategiped balance of $694.9 million.

The following table summarizes some infalioraabout our properties as of December 31, 281l3iollar amounts are in thousands:

Number of Number of Undepreciated Net Book

Location of Properties by State Properties Buildings Carrying Value Value

Alabama 6 6 $ 40,93( $ 35,14¢
Arizona 10 10 123,46- 89,17:
California 20 25 633,72: 545,08t
Colorado 11 12 68,79¢ 49,70¢
Connecticu 2 2 10,24« 9,60¢
Delaware 6 6 91,27¢ 67,687
District of Columbiza 2 2 64,38 59,93
Florida 28 33 632,66 513,26:
Georgia 23 23 245,58! 221,19:
Hawaii 1 1 66,99: 64,90«
Idaho 2 2 15,747 15,17¢
lllinois 6 7 114,23 91,53
Indiana 12 12 141,15t 120,47¢
lowa 6 6 10,357 5,34t
Kansas 4 4 58,34¢ 44,82(
Kentucky 9 9 99,10° 67,41¢
Maryland 15 15 307,24 257,83¢
Massachusett 19 21 241,62. 218,57(
Michigan 5 5 16,83¢ 12,20¢
Minnesota 8 8 102,74« 91,27¢
Mississippi 3 3 26,10¢ 23,60¢
Missouri 1 1 11,73¢ 11,29:
Nebraske 13 13 62,09: 48,74:
Nevada 1 1 53,00: 50,20¢
New Hampshire 1 1 4,46¢ 4,46¢
New Jerse) 4 4 111,22: 92,42
New Mexico 6 10 104,41- 88,647
New York 6 7 203,63t 190,86°
North Caroline 13 13 147,39 132,62¢
Ohio 3 4 48,31 34,57(
Oklahoma 4 4 28,33¢ 25,46¢
Pennsylvanii 21 21 180,07: 142,49:
Rhode Islanc 1 1 32t 32t
South Carolin: 21 21 165,25 146,80:
South Dakotz 3 3 7,58¢ 3,57¢
Tennesse 13 13 78,87¢ 67,04¢
Texas 24 24 415,92! 341,06!
Virginia 17 19 208,62: 161,05(
Washingtor 4 5 68,36¢ 64,26
Wisconsin 19 22 271,81¢ 236,71
Wyoming 2 2 8,481 4,13(
Total 37¢E 401 $ 5,291,51. $4,450,75.
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Of the properties listed above, 265 arécgdiving communities, 100 (126 buildings) are M®Bnd 10 are wellness centers. The above tabledies!
properties classified as held for sale, of whicii.®2million of carrying value is included in othessets on the balance sheet.

Iltem 3. Legal Proceedings.
None.

Item 4. Mine Safety Disclosures.
Not applicable.
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PART Il

Iltem 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases &quity Securities.

Our common shares are traded on the NY@Bl{el: SNH). The following table sets forth for theriods indicated the high and low sale pricesfar

common shares as reported in the NYSE Composites@ctions reports:

First Quarte!
Second Quarte
Third Quartel
Fourth Quarte

First Quartel
Second Quarte
Third Quartel
Fourth Quarte

The closing price of our common shareshenNYSE on February 28, 2014 was $22.30 per share.

N
w

High

Low

$ 23.0¢
$ 22.3:
$ 24.7(
$ 23.7¢

High

21.3(
19.8:
21.52
21.2¢

& H B

Low

$ 26.8t
$ 29.67
$ 27.2¢
$ 24.9¢

As of February 28, 2014, there were appnakely 2,016 shareholders of record.

22.0¢
24.3¢
22.2¢
21.8¢

& &HH B

Information about distributions declarecctomnmon shareholders is summarized in the tabab&Common share distributions to our shareholdezs

generally paid in the quarter following the quattewhich they relate.

First Quartel
Second Quarte
Third Quartel
Fourth Quarte

Distributions per
Common Share

2013
$ 0.3¢
$ 0.3¢
$ 0.3¢
$ 0.3¢

2012
$ 0.3¢
$ 0.3¢
$ 0.3¢
$ 0.3¢

All common share distributions shown in takle above have been paid, including the quartistribution for the fourth quarter of 2013, whiwe paid on
February 21, 2014. We currently intend to contitiudeclare and pay common share distributions guaaterly basis. However, the timing and amourfutfre
distributions is determined at the discretion of Board of Trustees and factors that our Boardragfees consider in making distribution determoratiinclude
our results of operations, our financial conditidebt and equity capital available to us, our etqt@ns of our future capital requirements and afeg
performance, including our FFO, our Normalized FF&trictive covenants in our financial or othentractual arrangements (including those in our lkérg
credit facility agreement), tax law requirementsraintain our status as a REIT, restrictions umdaryland law and our expected needs and availglaficash to

pay our obligations.

Item 6. Selected Financial Data.

The following table sets forth selectedifinial data for the periods and dates indicatedhi2oative results are affected by property acdqaistand

dispositions during the periods shown.
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This data should be read in conjunction with, endualified in its entirety by reference to "Managmt's Discussion and Analysis of Financial Conditénd
Results of Operations" and the consolidated firelratatements and accompanying notes includedsritimual Report on Form 10-K. Dollars are in thands,
except per share information.

2013 2012 2011 2010 2009

Income Statement Data:
Rental income $ 459,38( $ 450,76¢ $ 412,18 $ 338,77" $ 296,22
Residents fees and servié®s 302,05¢ 184,03: 27,85 — —
Net income( () 151,16¢ 135,88« 151,41¢ 116,48! 109,71
Common distributions declarédl 293,47: 266,58¢ 232,84¢ 191,38° 177,23t
Weighted average shares outstanc 187,25: 169,17¢ 149,57 128,09: 121,86:
Per Common Share Data:
Net income?() $ 081 $ 0.8C $ 1.01 $ 091 $ 0.9C
Cash distributions declared to commor

shareholder§) 1.5€ 1.5¢ 1.5C 1.4€ 1.42
Balance Sheet Data:
Real estate properties, at undepreciate

cost, net of impairment loss $ 5,263,62' $ 5,019,61! $ 4,563,84. $ 3,642,12. $ 3,214,54:
Total asset 4,764,661 4,748,00: 4,383,041 3,392,65! 2,987,92(
Total indebtednes 1,892,76. 2,006,53! 1,827,38! 1,204,89I 1,042,21!
Total shareholders' equi 2,776,98' 2,646,56! 2,472,601 2,127,97 1,900,65!

1) We earn our residents fees and services pitiniar providing housing and services to our reside We recognize residents fees and
services as services are provided. We began ouagedrsenior living communities business in Junel201

) Includes an impairment of assets charge of@#8llion ($0.24 per share) and loss on earlyregdishment of debt of $797,000 (less than
$0.01 per share) in 2013. Includes an impairmeiseéts charge of $3.1 million ($0.02 per shard)less on early extinguishment of debt
of $6.3 million ($0.04 per share) in 2012. Inclu@esimpairment of assets charge of $2.0 million@$Qer share) and loss on early
extinguishment of debt of $427,000 (less than $@&xishare) in 2011. Includes an impairment oftassearge of $6.0 million ($0.05 per
share) and loss on early extinguishment of deB2of million ($0.02 per share) in 2010. Includesrapairment of assets charge of
$15.5 million ($0.13 per share) in 2009.

(3) Includes a gain on sale of properties of $37.4iomil($0.20 per share) in 2013. Includes a lossaba af properties of $101,000 (less than
$0.01 per share) in 2012. Includes a gain on dgdeoperties of $21.3 million ($0.14 per share)0$D00 (less than $0.01 per share), and
$397,000 (less than $0.01 per share) in 2011, 201d2009, respectively. In May 2012, we enteredgreement with subsidiaries of
Sunrise (as defined below) for early terminatiohkeases for 10 senior living communities, whichrgvpreviously scheduled to terminate
on December 31, 2013; the leases for all of thesedmmunities were terminated prior to Decembef812, and resulted in a gain on
lease terminations of approximately $375,000 (feas $0.01 per share).

4) On January 3, 2014, we declared a quarteslyibution of $0.39 per share, or $73.4 millionp®paid to common shareholders of record
on January 13, 2014. We paid this distribution ebriary 21, 201¢
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Iltem 7. Management's Discussion and Analysis &inancial Condition and Results of Operations.

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

PORTFOLIO OVERVIEW

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

Investment petr

Investment
Number of

Number of  Units/Beds or Carrying % of Total Unit/Bed or % of
(As of December 31, 2013 Properties  Square Feet value @  |nvestment Square Foot® 2013 NOI® 2013 NOI
Facility Type
Independent living® 62 15,17¢ $1,878,78 35.7% $ 123,80( $ 160,28  35.6%
Assisted living® 15€ 11,53: 1,345,64! 255% $ 116,69¢ 11546¢ 25.6%
Nursing home/®) 47 4,91¢ 202,69t 3.8% $ 41,20 18,66: 4.1%
Subtotal short and
long term residenti
care communitie 26E 31,62¢ 3,427,12 65.0% $ 108,36 294,41¢ 65.3%
MOBs 96 7,881,79 1,668,21! 31.6% $ 21z 138,42° 30.8%
Wellness center 10 812,00(sq. ft 180,01 3.4% $ 222 17,57; 3.9%
Total 371 $5,275,36. 100.0% $ 450,42; 100.0%
Tenant/Operator/Manage
Properties(®)
Five Star (Lease No. : 90 6,62¢ 688,71¢ 13.1% $ 103,94: 60,02¢ 13.3%
Five Star (Lease No. : 51 7,20( 682,05 129% $  94,73( 62,05¢ 13.8%
Five Star (Lease No. : 17 3,281 352,38( 6.7% $ 107,40( 35,27: 7.8%
Five Star (Lease No. 29 3,33t 388,29¢ 74% $ 116,43: 35,23¢ 7.8%
Subtotal Five Sta 187 20,44: 2,111,45! 40.1% $ 103,29( 192,59¢ 42.7%
Sunrise/Marriotf®) 4 1,61¢ 126,32t 24% $ 78,02 14,52¢ 3.2%
Brookdale 18 894 61,12: 12% $ 68,36¢ 9,07¢ 2.0%
6 private senior living
companies (combinec 12 1,62( 94,50: 1.8% $ 58,33¢ 9,87¢ 2.2%
Managed senior living
communities?) 44 7,057 1,033,72°  19.5% $ 146,60 68,347  15.2%
Subtotal short and
long term residenti
care communitie 26E 31,62¢ 3,427,12 65.0% 108,36: 294,41¢ 65.3%
Multi-tenant MOB:¢ 96 7,881,79'sg.ft 1,668,211 31.6% $ 21z 138,42° 30.8%
Wellness center 10 812,00(sg. ft 180,01 3.4% $ 22z 17,57 3.9%
Total 371 5,275,36. 100.0% $ 450,42: 100%
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Tenant/Managed Property Operating Statistics®

Rent Coverage Occupancy
2013 2012 2013 2012

Five Star (Lease No. : 1.19» 1.21> 84.5% 85.5%
Five Star (Lease No. : 1.14» 1.26» 81.6% 83.0%
Five Star (Lease No. : 1.65» 1.69» 88.2% 89.2%
Five Star (Lease No. « 1.17» 1.20» 85.9% 86.3%

Subtotal Five Stz 1.26» 1.3 84.3% 85.3%
Sunrise/Marriott® 1.93> 1.88 92.7% 93.2%
Brookdale 2.50x 2.37> 95.3% 94.0%
6 private senior living companies (combin 1.96» 2.69» 84.8% 83.3%
Managed senior living communiti€d NA NA 87.4% 87.2%

Subtotal short and long term residential care comitias 1.38» 1.42» 85.7% 86.3%
Multi-tenant MOBs NA NA 95.0% 93.3%
Wellness centel 2.23» 2.19 100.0% 100.0%

Total 1.43y 1.47>

@
@)
(©)
4)

®)

(6)
@)

®)

Excludes properties classified as discontinueerations.
Amounts are before depreciation, but afterdimpent write downs, if any.
Represents investment carrying value dividgthle number of living units, beds or leased sqireeeat December 31, 2013.

NOI is defined and calculated by reportablgnsent and reconciled to net income below in themlf7. 2013 NOI presented in the above
tables excludes $156 of NOI related to the skifiadsing facility we sold on August 1, 2013 and $83, of NOI related to the two
rehabilitation hospitals we sold on December 31,220

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

Marriott International, Inc., or Marriott, gremtees the lessee's obligations under these leases

These 44 senior living communities are managediby Star. The occupancy for the twelve month peended or, if shorter, from the d.
of acquisitions through December 31, 2013 was 87.4%

Operating data for multi-tenant MOBs are preseatedf December 31, 2013 and 2012; operating daiatfier properties, tenants and
managers are presented based upon the operatiitg @®vided by our tenants and managers for themdnths ended September 30, 2013
and September 30, 2012, or the most recent pritwgéor which tenant and manager operating resutsavailable to us. Rent coverage is
calculated as operating cash flow from our tenamstations of our properties, before subordinateatges, if any, divided by rents paye

to us. We have not independently verified our tésiaperating data. The table excludes data faogeprior to our ownership of some of
these propertie:

We have four operating segments, of whiitkd are separately reportable operating segm@nitsple net senior living communities that prdei short term
and long term residential care and dining servioesesidents, (i) managed senior living commuastthat provide short term and long term resideosiege and
dining services for residents and (iii) MOBs. Tid|'Other" category
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includes amounts related to corporate businesgitgesiand the operating results of certain praperthat offer fitness, wellness and spa servicesdmbers.

Triple Net Senior Living Communities.

The following chart presents a summarywftoiple net senior living property leases as etBmber 31, 2013 (dollars in thousands). This sumsteould be
read in conjunction with the more detailed deswipbf our leases set forth below.

Undepreciated Net Book Anlggggzled
Number of Carrying Value Value of 1 Lease
Tenant Properties Units/Beds of Properties Properties Income () Expiration Renewal Options

Five Star Quality
Care, Inc. (Lease

No. 1)@ 90 6,62 $ 688,71 $ 569,94 $ 60,150  12/31/202¢ 2 for 15 years eacl
Five Star Quality

Care, Inc. (Lease

No. 2) 51 7,20( 682,05¢ 505,22¢ 64,36 6/30/202€ 2 for 10 years eacl
Five Star Quality

Care, Inc. (Lease

No. 3)®) 17 3,281 352,38( 252,40 35,40  12/31/202¢ 2 for 15 years eac|
Five Star Quality
Care, Inc. (Lease

No. 4)® 29 3,33¢ 388,29¢ 302,89¢ 35,38° 4/30/2017 2 for 15 years eacl
Sunrise / Marriott
International, Inc{®) 4 1,61¢ 126,32t 70,65! 1452 12/31/201€ 3 for 5 years eacl
Brookdale Senior
Living, Inc. 18 894 61,12: 44,00( 9,077 12/31/2017 2 for 15 years eacl!
Stellar Senior
Living, LLC (©®) 7/31/2027 &
5 661 58,41% 56,68¢ 4,89( 1/8/2028 2 for 10 years eacl
ABE Briarwood Corp. 1 14C 15,59¢ 5,28€ 937 12/31/201f  None.
HealthQuest, Inc 3 361 7,58¢ 3,57 1,42¢ 6/30/2021 1 for 10 years
Covenant Care, LL( 1 18C 3,50¢ 1,827 1,17¢ 9/30/201& 1 for 15 years
Evergreen Washingto
Healthcare, LLC 1 102 5,19¢ 2,45t 93C 12/31/201t 1 for 10 years
The Maclntosh
Company 1 17t 4,204 2,43 59¢ 6/30/201¢ 1 for 10 years
Totals 221 2457 § 2,393,400 $ 1,817,38 § 228,85!
1) Annualized rental income is rents pursuant to egdeases as of December 31, 2013. Includes prgement totaling $9.2 million based on increasegoss revenues at certain
properties.
) Lease No. 1 is comprised of three separate lefiggsof these three leases exist to accommodateottgage obligations in effect at the time we acgplithe properties; we have
agreed with the tenants to combine all three eHeases into one lease when these mortgage ifigarare paid.
3) Lease No. 3 exists to accommodate certain mortfyagecing by us.
4 Lease No. 4 is comprised of two separate leasesoDthese two leases exists to accommodate ougayer obligations in effect at the time we acquthredproperty; we have agreed
with the tenants to combine both of these leagesoine lease when the mortgage financing is paid.
(5) These properties are leased to Sunrise; this Is@geranteed by Marriott.
(6) Stellar Senior Living has two separate leases different expiration dates.

Five Star Quality Care, Inc. We lease 187 senior living communities to Fdtar for annual rent of $195.3 million, includingrpentage rent based on
increases in gross revenues at certain propefife& (illion in 2013). Five Star is a public compdisted on the NYSE, which was our subsidiary luné
distributed its then outstanding shares to ouredi@ders in 2001. Substantially all of the reveratamiost of these senior living communities arel paiFive Star
by residents from their private resources. Foryter ended December 31, 2013, Five Star paid pexgement equal to 4% of the increase in grosswea&at our
senior living communities over base year grossmaes as specified in the lease terms.
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Lease No. 1 (comprised of three separaiseks) expires in 2024 and includes 90 communitieiding independent living communities, assidieitig
communities and skilled nursing facilities, of whigine secure mortgage debt payable to third gaieDecember 31, 2013, the annual rent for L&é&sel was
$60.2 million, including percentage rent of $1.4lion.

Lease No. 2 expires in 2026 and includesd@imunities, including independent living commigst assisted living communities and skilled nugdarcilities.
At December 31, 2013, the annual rent for Lease2Noas $64.4 million, including percentage ren$df9 million.

Lease No. 3 expires in 2028 and includesdiiimunities, including independent living and stesl living communities, all of which secure moggalebt
payable to FNMA. At December 31, 2013, the anneat for Lease No. 3 was $35.4 million, includinggemtage rent of $1.2 million.

Lease No. 4 (comprised of two separateelgasxpires in 2017 and includes 29 communitieduding independent living communities, assistetht
communities and skilled nursing facilities, of wiiione secures mortgage debt payable to a thirg. gsrDecember 31, 2013, the annual rent for Lédse4 was
$35.4 million, including percentage rent of $644,00

For more information about our dealings egldtionships with Five Star, and about the riskéch may arise as a result of these related pdraosactions,
please see "Risk Factors—Risks Related to Our Rekdtips with RMR, Five Star and CWH" and "ManagattseDiscussion and Analysis of Financial Condition
and Results of Operations—Related Person Transattand Note 5 to our Consolidated Financial Statgsappearing in Item 15 of this Annual Report on
Form 10-K.

Sunrise Senior Living, Inc. At December 31, 2013, we leased four commumitibich include assisted living, independent livargl SNF units to
subsidiaries of Sunrise Senior Living Inc., or S8iat until 2003 were owned by Marriott. These camities are leased through 2018. In January 203B,v#as
acquired by Health Care REIT Inc. and the managéwemnpany business of SSL was sold to a separgtérac. References to Sunrise in this Annual Report
Form 10-K include SSL prior to its acquisition aodhe management company business of SSL follothiagcquisition of SSL. At December 31, 2013, the
annual rent for this lease was $14.5 million, idohg percentage rent of $2.0 million based on iases in gross revenues at these communities. Ntaguarantee
the rent due to us for these 4 communities.

Brookdale Senior Living, Inc. We lease 18 assisted living communities tolsisliary of Brookdale Senior Living, Inc., or Braddde, until 2017. At
December 31, 2013, the annual rent for this leaae$@.1 million per year, including percentage ofr82.1 million based on increases in gross regsrai these
communities. Residents pay a large majority ofrthenues at these communities from their privateurces. Brookdale guarantees this rent to us.

Stellar Senior Living, LLC. We lease five communities, including independerd assisted living units, to subsidiaries ofl&t&enior Living, LLC, or
Stellar, until 2027 and 2028. At December 31, 2@t8,annual rent for these leases was $4.9 miflemyear. Recognition of percentage rent, basddaeases in
gross revenues at these communities, will comman2614. Residents pay a large majority of the nenes at these communities from their private recssur
Stellar is owned by a former officer of Five Stadaf RMR and he has personally guaranteed Stetiemt due to us.

ABE Briarwood Corp. We lease one skilled nursing facility in Cantoung), PA to a subsidiary of ABE Briarwood Corppravately owned company, for
$937,000 of annual rent until December 31, 2015. @operty is sub-leased to THI of Pennsylvani&eenery of Canonsburg, LLC, a subsidiary of anothe
private company, THI of Baltimore, Inc. Our leasegyuiaranteed by ABE Briarwood Corp., IHS Long Té&are, Inc. and THI of Baltimore, Inc., and is secliby
a security deposit of $600,000.

HealthQuest, Inc. We lease two skilled nursing facilities and @m#ependent living community located in Huron &idux Falls, SD to HealthQuest, Inc.,
a privately owned company, until 2021. The
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lease is guaranteed by the individual shareholtieiealthQuest, Inc. The rent payable to us is apprately $1.4 million per year and will increaseagreed upon
times during the lease term.

Covenant Care, LLC. We lease one skilled nursing facility in Fres@@ to a subsidiary of Covenant Care, LLC, a pelyaowned company, for
$1.2 million of annual rent until 2015. The rensheduled to increase at agreed upon times dtivenease term. Covenant Care, LLC guaranteegéseland h.
secured its obligation with a security deposit ®0&,000.

Evergreen Washington Healthcare, LLCWe lease one skilled nursing facility in SeatiVA to a subsidiary of Evergreen Washington Healte, LLC, a
privately owned company, until 2015. The rent pdgab us is approximately $930,000 per year antlindrease at agreed upon times during the lease te
Evergreen Washington Healthcare, LLC guarantesdehise and its lease obligations are securedsbywity deposit of $385,000.

The Macintosh Company.We lease one skilled nursing facility in Gravigy, OH to The MacIntosh Company for $599,000 yesr until 2019. A
management company affiliate of this tenant anddahmer and current majority shareholders of theate guarantee this lease.

Managed senior living communities.

We lease 42 managed senior living commemitiith 6,821 living units to our TRS. These 42 pomities and two others with 230 living units alle a
managed for our account by Five Star under long &greements. These communities had an undeprciate/ing value of $1.0 billion and a net bookueabf
$907.6 million at December 31, 2013. We deriverewenues at these managed senior living commumtiegrily from services to residents and we record
revenues when services are provided. Our shateeafdt operating results of our managed seniardicommunities in excess of the minimum returnstdues, o
additional returns, are generally determined aripudle recognize additional returns due to us urmdgmrmanagement agreements at year end when all
contingencies are met and the income is earnechaieno additional returns in 2013. With the exaaptf the management agreement for a senior living
community in New York, the management agreememtthiscommunities Five Star manages for our accprtotide Five Star with a management fee equa¥c
of the gross revenues realized at the communitias,reimbursement for Five Star's direct costsexpenses related to the communities and an ineefage equal
to 35% of the annual net operating income of theroanities after we realize an annual return equé&Ps of our invested capital. The management ageatsn
generally expire on December 31, 2031, and areestity) automatic renewal for two consecutive 15 yeams, unless earlier terminated or timely notite
nonrenewal is delivered. The management agreemeniile that we and Five Star each have the optiderminate the contracts upon the acquisitiom Ipgrson
or group of more than 9.8% of the other's votirggktand upon other change in control events affgdtie other party, as defined in those documeéntkjding the
adoption of any shareholder proposal (other thpreeatory proposal) or the election to the boardifctors or board of trustees of any individdaich proposal
or individual was not approved, nominated or apginas the case may be, by vote of a majorithebibard of directors or board of trustees in effamediately
prior to the making of such proposal or the nomarabr appointment of such individual.

In connection with the management agreesperg and Five Star have entered into four podigigements: three pooling agreements which conthine
management agreements for communities that inasdisted living units, or the AL Pooling Agreemetsd a fourth pooling agreement, which combines ou
management agreements for communities consistitygofindependent living units, or the IL Poolinggfeement. We entered into the initial AL Pooling
Agreement in May 2011, the second AL Pooling Agreetrin October 2012 and the third AL Pooling Agrestnin November 2013. Each of our first and second
AL Pooling Agreements includes 20 identified comiities. The third AL Pooling Agreement includes thanagement agreements for the remaining communities
that
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include assisted living units that Five Star cutifemanages (other than with respect to the sdiviimg community in New York described above). Weered intc
the IL Pooling Agreement in August 2012 and thaeagent currently includes management agreementadéocommunities that have only independent living
units. Each of the AL Pooling Agreements and th®toling Agreement combines the determination e$ fand expenses of the various communities that are
subject to such pooling agreement, including deireaitions of our return of our invested capital &k Star's incentive fees.

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

At December 31, 2013, we owned 96 multaterMOBs (119 buildings) located in 24 states arakkihgton, D.C., excluding four properties (seven
buildings) classified in discontinued operationke3e properties range in size from 1,700 to 256sg0@re feet and have a total of 7.9 million sqfieet Leases
at these properties have current terms expiringdt 2014 and 2034, plus renewal options in sorsescd he annual rent payable to us by tenanteséth6
MOBs (119 buildings) is $209.3 million per yearcliding some scheduled increases and reimburserokogstain operating and tax expenses and exaudase
value amortization.

During the year ended December 31, 2013¥ntered into MOB lease renewals for 537,015 sofesteand new leases for 234,479 square feet, ighteel
average rental rates that were 0.2% below rentsquely charged for the same space. These leasdsq® average net rent of $24.22 per square fosraye
lease terms for leases entered into during 2018 Wdryears. Commitments for tenant improvemeasifgy commission costs and concessions for leases w
entered into during 2013 totaled $11.3 million$&r.60 per square foot on average (approximatefy7$@er square foot per year of the lease term).
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The following chart presents a summarywflOB properties by state as of December 31, Z@dBars in thousands):

% of Total

Undepreciated Net Book An}:r;gs{;zled An'ggﬁgled
Number of Number of Carrying Value Value of

State Properties Buildings Sq. Ft. of Properties Properties Income @) Income )
Arizona 2 2 222,77. $ 18,82 $ 17,907 $ 2,93¢ 1.4%
California 4 9 820,74: 392,92 365,13: 45,65 21.%%
Colorado 2 3 77,11 17,057 16,44 2,72( 1.3%
Connecticu 2 2 96,96: 10,24« 9,60¢ 1,091 0.5%
District of

Columbia 2 2 212,33! 64,38 59,93« 10,48: 5.C%
Florida 6 11 320,31 56,49: 54,03t 5,852 2.8%
Georgia 5 5 325,54 57,20¢ 54,21¢ 7,06¢ 3.4%
Hawaii 1 1 203,44 66,99 64,90 7,94 3.8%
lllinois 2 3 262,83t 39,71( 37,69¢ 6,671 3.2%
Indiana 1 1 94,23¢ 16,23¢ 15,48¢ 2,39 1.1%
Maryland 2 2 133,97¢ 22,39 21,20¢ 3,23¢ 1.5%
Massachuseti 18 20 969,66( 209,27 194,28: 24,37 11.€%
Minnesota 5 5 375,49 46,31¢ 44,01¢ 7,19¢ 3.4%
Mississippi 1 1 71,98 12,96( 12,74( 1,97: 0.9%
New Mexico 1 2 292,04: 34,47¢ 32,03( 4,87( 2.3%
New York 5 6 597,17- 103,84( 94,51+« 16,93¢ 8.1%
Ohio 1 2 232,01t 5,781 5,457 982 0.5%
Oklahoma 4 4 210,34 28,33¢ 25,46¢ 2,80¢ 1.2%
Pennsylvani: 7 7 474,81 58,72: 54,31 7,851 3.8%
South Carolin: 3 3 218,77 15,89¢ 14,99¢ 3,067 1.5%
Tennesse 1 1 33,79¢ 7,56¢ 7,40z 1,07( 0.5%
Texas 10 10 620,07: 140,82: 128,41¢ 16,35« 7.8%
Virginia 3 5 226,93: 41,89( 37,92 4,99¢ 2.4%
Washingtor 1 2 144,90( 30,87¢ 30,30( 3,89¢ 1.8%
Wisconsin 7 10 643,49¢ 169,00( 152,25’ 16,891 8.1%
Totals 96 11¢ 7,881,79 $ 1,668,21' $ 155068 $ 209,31 10C%

(1)  Annualized rental income is rents pursuant to @édseases as of December 31, 2013, includingggttdine rent adjustments, estimated
recurring expense reimbursements for certain nénaodified gross leases and excluding lease vahatization.
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The following chart presents informatiomcerning our MOB tenants that represent 1% or mbtetal MOB annualized rental income as of Decengie
2013 (dollars in thousands):

% of Total

Annualized Annualized

Sq. Ft. % of Total MOB Rental Rental Lease
Tenant Leased Sq. Ft. Leasec Income ) Income @) Expiration
Aurora Health Care, Inc 643,49¢ 8.€%$ 16,89¢ 8.1% 2024
Cedar-Sinai Medical Cente 123,87: 1.7% 11,57( 5.59%2014- 2018
The Scripps Research Institt 164,09: 2.2% 10,32¢ 4% 2019
Reliant Medical Group, Inc 362,42 4.8% 7,661 3.7% 2019
HCA Holdings, Inc. 141,64¢ 1.% 5,37¢ 2.€%2014- 2020
First Insurance Company of Haw 110,05( 1.5% 4,837 2.2%2014- 2018
Covidien PLC 315,20 4.2% 4,66¢ 2.2% 2017
Abbvie Inc. 197,97¢ 2.€% 4,56t 2.2% 2017
Boston Children's Hospit:i 99,06! 1.2% 4,297 2.1% 2028
Emory Healthcare, Inc 221,47 3.C% 4,08: 2.0%2017- 2021
Seattle Genetics, Inc 144,90( 1.% 3,89¢ 1.¢% 2018
Health Insurance Plan of GN 121,50¢( 1.6% 3,88t 1.¢% 2034
PerkinElmer, Inc. 105,46: 1.4% 3,681 1.8% 2028
Boston Scientific Corporatio 169,66¢ 2.3% 3,607 1.7%2016- 2020
Oklahoma City Clinics 210,34 2.8% 2,80t 1.3% 2016
Hematolog-Oncology Association of N* 65,85! 0.% 2,62¢ 1.3% 2023
Stryker Corporatiol 122,09: 1.€% 2,22¢ 1.1% 2020
Quest Diagnostics Incorporat 129,01¢ 1.7% 2,12 1.C% 2014- 2016
Winthrop University Hospita 62,78t¢ 0.8% 2,117 1.C% 2015- 2025
All other MOB tenan 3,971,90: 53.2% 108,07¢ 51.5962014- 2026
Totals 7,482,83 100.(%$ 209,31 100.(%

(1) Annualized rental income is rents pursuant to exgsteases as of December 31, 2013, includinggdttdine rent adjustments, estimated
recurring expense reimbursements for certain nénaodified gross leases and excluding lease vahatization.
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Wellness Centers (included in "All Other Operatidns

The following chart presents a summarywfwellness center leases as of December 31, 2lars in thousands). This summary should be iead
conjunction with the more detailed description of teases set forth below.

Undepreciated Net Book An}gg;\{iazled
Number of Carrying Value Value of Lease Renewal
Tenant Properties Sg. Ft. of Properties Properties Income () Expiration Options
3 for
Starmark Holdings, LL( 10 years
(Wellbridge)®@ 3 129,50( $ 32,43t $ 27,91C $ 3,01f  2/28/2¢ each.
3 for
Starmark Holdings, LL( 10 years
(Wellbridge)® 1 38,50 11,20¢ 10,22( 83z  2/28/2: each.
3 for
Starmark Holdings, LL( 10 years
(Wellbridge)® 2 186,00( 36,36¢ 32,41 3,13¢  11/30/2¢ each.
Life Time Fitness, Inc. 6 for 5 year
@ 4 458,00( 100,00¢ 88,42: 10,55(  8/31/2¢ each.
Totals 1C 812,000 $ 180,01° $ 158,96: $ 17,53¢

(1)  Annualized rental income is rents pursuant to exgseases as of December 31, 2013, includinggsttdine rent adjustments and excluc
lease value amortization.

(2)  These properties are leased to subsidiaries ofasnduaranteed by, Starmark Holdings, LLC, orr8&k, under three separate leases.

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

Starmark Holdings, LLC (Wellbridge). We lease six wellness centers located in fates under three separate leases to subsidiuStarmark. Starmark
is a subsidiary of Central Sports Co. LTD, a puplmvned company listed on the Tokyo Stock Exchafidpese properties operate under the brand Wedjerahc
the leases are guaranteed by Starmark. These leasesurrent terms expiring in 2023 and requigregate annual rent of $7.0 million, plus consuprare inde»
based increases.

Life Time Fitness, Inc. We lease four wellness centers located in $tates under one lease agreement to a subsidiaifedfime Fitness. Life Time
Fitness is a publicly traded company listed onNIY&E. This lease is guaranteed by Life Time Fitn@b® lease has a current term expiring in 202&. dggregat
annual rent payable to us averages $10.5 milliorypar during the lease term.
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The following tables set forth informaticegarding our lease expirations as of Decembe2@13 (dollars in thousands):

Percent of Cumulative
. Total Percentage of
Annualized Rental Income®) Annualized Annualized
Triple Net Rental Rental
Senior Living Wellness Income Income
Year Communities MOBs Centers Total Expiring Expiring
2014 $ — $ 17,82f $ — $ 17,82t 3.5% 3.5%
2015 3,041 21,64( — 24,68 5.4% 9.3%
2016 — 23,98¢ — 23,98¢ 5.3% 14.€%
2017 44,46« 26,167 — 70,63 15.5% 30.1%
2018 14,52¢ 24,15 — 38,67« 8.5% 38.€%
2019 59¢ 30,71 — 31,31% 6.S% 45.5%
2020 — 15,62: — 15,62: 3.4% 48.%
2021 1,42¢ 5,44¢ — 6,86¢ 1.5% 50.4%
2022 — 5,64¢ — 5,64¢ 1.2% 51.6%
Thereaftel 164,80¢ 38,12« 17,53¢ 220,46¢ 48.4% 100.%
Total $ 228,85¢ $ 209,31° $ 17,53t $ 455,71 100.(%

Average remaining lease term for all préiper(weighted by annualized rental income): 8.&rge

(1) Annualized rental income is rents pursuant to exgseases as of December 31, 2013, including eséichpercentage rents, straight line
rent adjustments, estimated recurring expense gsements for certain net and modified gross leasdsexcluding lease value
amortization at certain of our MOBs and wellnesstess. Excludes properties classified in discorgéhaperations.

2) Excludes rent received from our TRSs. If the N@hfrour TRSs (three months ended December 31, 20hBialized) were included in t
foregoing table, the percent of total annualizedakincome expiring would be: 2014 — 3.4%; 2014 7%; 2016 — 4.6%, 2017 — 13.3%;
2018- 7.4%; 201% 6.0%; 202(- 3.0%; 2021- 1.3%; 2022— 1.1%; and thereafte 55.2%.

Percent of Cumulative

Number of Tenants®) Total Percentage

Senior Living Wellness Nr:rr?;):crig; o?fTNezr;r?fi(ras

Year Communities ?) MOBs Centers Total Expiring Expiring
2014 — 124 — 124 21.1% 21.1%
2015 3 98 — 101 17.1% 38.2%
2016 — 82 — 82 13.9% 52.1%
2017 2 79 — 81 13.8% 65.%
2018 1 75 — 76 12.€% 78.8%
2019 1 39 — 40 6.8% 85.6%
2020 — 27 — 27 4.6% 90.2%
2021 1 14 — 15 2.5% 92.71%
2022 — 14 — 14 2.4% 95.1%
Thereaftel 4 23 2 29 4.9% 100.(%
Total 12 B 2 58¢ 100.(%

Q) Excludes properties classified in discontinogérations.

2) Excludes our managed senior living communitiesddade our TRSs as tenan
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Number of Living Units / Beds or Square Feet with leases ExpiringL

Living Units / Beds @ Square Feel
Triple Net Percent Cumulative Percent
Senior of Total Percentage Wellness of Total Cumulative
Living Living of Living MOBs Centers Total Square Percent of
Communities Units / Beds Units / Beds (Square (Square Square Feet Total Square

Year (Units / Beds) Expiring Expiring Feet) Feet) Feet Expiring Feet Expiring
2014 — 0.C% 0.C% 453,15 — 453,15 5.5% 5.5%
2015 427 1.7% 1.7% 893,17: — 893,17. 10.8% 16.2%
2016 — 0.C% 1.7% 1,017,06. — 1,017,06. 12.2% 28.€%
2017 4,22¢ 17.2% 18.9% 1,032,34. — 1,032,34. 12.2% 41.(%
2018 1,61¢ 6.6% 25.5% 711,96! — 711,96 8.€% 49.€%
2019 17¢ 0.7% 26.2% 979,03¢ — 979,03¢ 11.8% 61.4%
2020 — 0.C% 26.2% 739,01t — 739,01t 8.5% 70.2%
2021 361 1.5% 27.1% 214,73 — 214,73: 2.€% 72.%
2022 — 0.C% 27.1% 194,24. — 194,24. 2.2% 75.2%
Thereafte 17,76¢ 72.2% 100.(% 1,248,10. 812,00( 2,060,10. 24.&% 100.(%
Total 24,57¢ 100.(% 7,482,83. 812,00( 8,294,83. 100.(%

1) Excludes properties classified in discontinued apjens.

(2) Excludes 7,051 living units leased to our TRSshéf number of living units included in our TRS leasvere included in the foregoing ta
the percent of total living units / beds expiringuid be: 2014 — 0.0%; 2015 — 1.3%; 2016 — 0.0%72013.4%; 2018 — 5.1%; 2019 —
0.6%; 202(- 0.0%; 2021~ 1.1%; 2022— 0.0% ; and thereaft 78.5%.

RESULTS OF OPERATIONS (dollars and square feet intiousands, unless otherwise noted)
The following table summarizes the resaftsperations of each of our segments for the yeaded December 31, 2013, 2012 and 2011:

For the Year Ended December 31

2013 2012 2011
Revenues
Triple net senior living communitie $ 237,20¢ $ 246,94¢ $ 242,65:
Managed senior living communiti 302,05¢ 184,03: 27,85
MOBs 204,59: 186,06" 151,82:
All other operation: 17,57 17,75¢ 17,70¢
Total revenue $ 761,43t $ 634,80( $ 440,03:
Net income:
Triple net senior living communitie $ 174,56: $ 143,37 $ 152,92:
Managed senior living communitis 27,15¢ 14,00¢ 1,26¢
MOBs 46,98¢ 77,42¢ 74,14¢
All other operation: (97,547) (98,924 (76,920)
Net income $ 151,16« $ 135,88: $ 151,41¢

The following sections analyze and disahssresults of operations of each of our segmemtthe periods presented.
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Year Ended December 31, 2013 Compared to Year Endédkecember 31, 2012:

Triple net senior living communities:

Comparable

All Properties Properties (V)

As of the Year Ended
December 31,

As of the Year Ended
December 31,

2013 2012 2013 2012
Total propertie$? 221 22: 21€ 21€
# of units / bed®) 24,57t 24,89 23,91« 23,91«
Tenant operating data®

Occupancy 85.1% 86.1% 85.2% 86.1%
Rent coverag 1.3& 1.42x 1.3 1.42x

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

(2)  The change in total properties and number of urbeds for All Properties reflects the transfettaf ten communities previously triple net
leased to Sunrise, to our managed senior livingnoonities segment (three communities were trangfesreSeptember 1, 2012, five
communities were transferred on October 1, 201@ tao communities were transferred on Novembei0122, partially offset by
additional triple net leased properties we acqusiede January 1, 2012,

©)

All tenant operating data presented are based tgoaperating results provided by our tenantsieri2 months ended September 30,

and 2012 or the most recent prior period for wheatant operating results are available to us. Beverage is calculated as operating cash
flow from our triple-net lease tenants' operatiohsur properties, before subordinated chargesnyf divided by triple-net lease minimum
rents payable to us. We have not independentlyi@grour tenants' operating data. The table exdwl#ea for periods prior to our

ownership of some of these propert

Triple net senior living communities, all propestie

Year Ended December 31

2013 2012 Change % Change
Rental income $ 237,20¢ $ 246,94t $ (9,739 (3.9%
Net operating income (NO 237,20¢ 246,94¢ (9,739 (3.9%
Depreciation expens (66,85¢) (68,419 1,56t 2.3%
Impairment of asse’ (6,68¢) — (6,68%) 100.(%
Operating incom: 163,67( 178,52¢ (14,859 (8.9%
Interest expens (26,507) (35,530) 9,02¢ 25.4%
Gain on sale of properti¢ 37,39: — 37,39: 100.%
Gain on lease terminatiol — 37t (375) (100.0%
Net income $ 174,56. $ 143,37 $ 31,187 21.6%

Except as noted below under "Rental income"have not included a discussion and analysiseofesults of our comparable properties datéhietriple net

senior living communities segment as we believé dheomparison of the results for

our comparabbperties for our triple net senior living commuegisegment

is generally consistent from period to period arsgparate, comparable properties comparison isaahingful.

Rental income. Rental income decreased year over year priynduié to the transfer in the third and fourth geliadf 2012 of the ten communities previot

triple net leased to our managed senior
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living communities segment. This decrease wasglgroffset by our acquisition of four triple netdsed communities during the third quarter of 2012
approximately $36,500 and one community acquirethimuary 2013 for $22,350 and our purchase of appetely $57,727 of improvements made to our
properties which are leased by Five Star sincealgrl 2012. Rental income increased year over gea comparable property basis by $2,991 primasiga
result of our improvement purchases at certaimeftommunities we lease to Five Star that we haweed continuously since January 1, 2012 and thétieg
increased rent, pursuant to the terms of those$eas

Net operating income. NOI decreased because of the changes in lieptahe described above. The reconciliation of N®ét income for our triple net
senior living communities segment is shown in tifgld above. Our definition of NOI and our consdiébareconciliation of NOI to net income are inclddeelow
in "Non-GAAP Financial Measures".

Depreciation expense. Depreciation expense recognized in this seguaecrteased year over year as a result of the &aimsthe third and fourth quarter of
2012 of ten communities previously triple net lehgeour managed senior living communities segniBnis decrease was partially offset as a resuduof
acquisition of five triple net leased communiti@sce January 1, 2012 and our purchase of improvesmeade to our properties leased to Five Star slaneary 1,
2012.

Impairment of assets. During 2013, we recorded impairment of assk&sges of $6,685 to reduce the carrying valuevef dif our senior living properties
classified as held for sale as of December 31, 201Reir estimated net sale price.

Interest expense. Interest expense for our triple net seniomijvcommunities arises from mortgage debts securegitain of these properties. The decre
in interest expense is the result of the repayrabd¥ mortgage loans in the second quarter of 20dPhad a total principal balance of $33,381 ancighted
average interest rate of 6.89%, the prepaymeni®® 397 of our FNMA secured term loan in August2€iat had an interest rate of 6.4%, the prepaymfiour
loans in the second quarter of 2013 that had &padtzecipal balance of $10,377 and a weighted ayeraterest rate of 6.1%, as well as the regulscheduled
amortization of our mortgage debts, partially dffsg a mortgage debt of $12,266 with an interetst & 6.25% we assumed in connection with our aitjoin of a
triple net leased senior living community in Jay2013.

Gain on sale of properties. Gain on sale of properties is a result of tle sf one senior living community in August 2018ldawo rehabilitation hospitals in
December 2013.

Gain on lease terminations. Gain on lease terminations is a result of oayM012 agreement with Sunrise for early termimegtiof leases for the ten
communities previously triple net leased to Sunttise leases for all of the senior living commuastformerly leased to Sunrise were terminated poior
December 31, 2012, and resulted in a net gainaseléerminations of approximately $375.

Managed senior living communities:

Comparable
All Properties Properties ()
As of the Year Ended As of the Year Ended
December 31, December 31,
2013 2012 2013 2012
Total propertie: 44 3¢ 22 22
# of units / bed: 7,051 6,607 3,328 3,328
Occupancy 87.4% 85.5% 91.2% 87.%
Average monthly rat $ 4,18¢ $ 4,023 $ 3,95¢ $ 3,931

(1) Consists of managed senior living communities weeh@awvned continuously since January 1, 2(
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Managed senior living communities, all properties:

Year Ended December 31

2013 2012 Change % Change

Residents fees and servic $ 302,05¢ $ 184,03: $ 118,02 64.1%
Property operating expens (233,71) (138,819 (94,897) 68.4%
Net operating income (NO 68,341 45,21: 23,13¢ 51.2%
Depreciation expens (28,977) (19,43)) (9,53%) (49.)%
Operating incom: 39,37t 25,77¢ 13,60( 52.8%
Interest expens (12,217 (11,76%) (44€) (3.8)%

Net income $ 27,15¢ $§ 14,006 $ 13,15: 93.9%

Residents fees and serviceRResidents fees and services are the revenussdeat our managed senior living communities. ¥®mgnize these revenues as
services are provided. The increase in resideptsdad services primarily relate to the acquisitibh2 managed senior living communities since aana, 2012
and the revenues earned at the ten senior livingraanities that were formerly leased to Sunrise cihivere transferred to our managed senior livingroonities
segment during the third and fourth quarters of201

Property operating expensesProperty operating expenses include expensesred at our managed senior living communitiestaeg consist of
management fees, real estate taxes, utility expeataries and benefits of property level persgmeglairs and maintenance expense, cleaning exjpaasether
direct costs of these operating properties. Theege in property operating expenses primarilytegléo the acquisition of 12 managed senior lidaghmunities
since January 1, 2012 and the expenses incurtted &n senior living communities that were forméelased to Sunrise, which were transferred tonvamaged
senior living communities segment during the thand fourth quarters of 2012.

Net operating income. NOI increased because of the changes in rgmame, residents fees and services and propeesatipg expenses described above.
The reconciliation of NOI to net income for our naged senior living communities segment is showthéntable above. Our definition of NOI and our
consolidated reconciliation of NOI to net income arcluded below in "Non-GAAP Financial Measures".

Depreciation expense. Depreciation expense increased primarily asalt of acquisitions of managed senior living camities since January 1, 2012 and
the transfer of ten senior living communities thate formerly triple net leased to Sunrise to oanaged senior living communities segment in thel tand fourtt
quarters of 2012.

Interest expense. Interest expense for our managed senior licommmunities arises from mortgage debts secureetigiin of these properties. The increase
in interest expense is the result of our assumpuifd¥1,814 of mortgage debts with a weighted ayeiaterest rate of 5.8% in connection with ounasitjon of
three communities in 2012, partially offset by tepayment of one mortgage loan in February 2012hthd a principal balance of approximately $12,466 an
interest rate of 6.0%.
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Managed senior living communities, comparable pridgee (managed senior living communities we havaedvcontinuously since January 1, 2012):

Year Ended December 31

2013 2012 Change % Change

Residents fees and servic $ 145,97¢ $ 140,720 $ 5,24¢ 3. 7%
Property operating expens (104,18Y (102,81, (1,379 1.2%
Net operating income (NO 41,79: 37,91 3,87¢ 10.2%
Depreciation expens (15,12%) (14,629 (497) (3.9%
Operating incom: 26,66¢ 23,28t 3,381 14.5%
Interest expens (10,86¢) (11,267) 397 3.5%

Net income $ 1580: $ 12,02« $ 3,77¢ 31.4%

Residents fees and servicedVe recognize residents fees and services @gegtare provided. Our residents fees and serincesased year over year on a
comparable property basis because of an increasecirpancy and an increase in the average moratdg charged to residents at the 22 communitidsawve
owned continuously since January 1, 2012.

Property operating expensesProperty operating expenses consist of propaayagement fees, real estate taxes, utility expesataries and benefit costs
property level personnel, repairs and maintenarperese, cleaning expense and other direct cosigashiting properties. Property operating expenszeased
principally because of increases in utility expenseal estate taxes, insurance, and other diost$ of operating properties.

Net operating income. NOI increased because of the changes in residess and services and property operating expefeseribed above. The
reconciliation of NOI to net income for our managseshior living communities segment, comparable ertigs, is shown in the table above. Our definibdiNOI
and our consolidated reconciliation of NOI to metdme are included below in "Non-GAAP Financial Iglees".

Depreciation expense. Depreciation expense increased as a resulirgburchase of improvements made to certain oktipesperties.

Interest expense. Interest expense for our managed senior licmmmmunities arises from mortgage debts securectigin of these properties. Interest
expense decreased as a result of the repaymeneahortgage loan in February 2012 that had a pah&ialance of approximately $12,400 and an inteegs of
6.03% and regularly scheduled amortization of oartgage debts.

MOBs:
Comparable
All Properties Properties (D) @
As of the Year As of the Year
Ended Ended
December 31, December 31,
2013 2012 2013 2012
Total propertie: 96 0 78 78
Total buildings 11¢ 11z 99 99
Total square fed®) 7,88.  7,61¢  6,65¢  6,65¢
Occupancy® 94.9% 92.7% 94.6% 94.6%

Q) Excludes properties classified in discontinued afjens.

78




Table of Contents

(2)  Consists of MOBs we have owned continuously sirceidry 1, 2012.
?3) Prior periods exclude space remeasurements matgydbe periods presented.

4) MOB occupancy includes (i) space being fitted autdccupancy pursuant to existing leases andg@gs which is leased, but is not
occupied or is being offered for sublease by tex.

MOBs, all properties:

Year Ended December 31

2013 2012 Change % Change

Rental income $ 204,59: $ 186,06 $ 18,52¢ 10.(%
Property operating expens (66,167) (58,87 (7,290) (12.9%
Net operating income (NO 138,42° 127,18¢ 11,23¢ 8.8%
Depreciation / amortization exper (53,409 (47,399 (6,019 (12. 9%
Impairment of asse — (3,07)) 3,071 100.(%
Operating incoms 85,01¢ 76,72 8,29¢ 10.8%
Interest expens (5,46€) (3,25¢) (2,21)) (67.9%

Income from continuing operatiol 79,55: 73,46¢ 6,08¢ 8.2%
Discontinued operation

Income from discontinued operatic 5,04 4,061 982 (24.9%

Impairment of assets from discontinued operat (37,610 — (37,610 (200.0%
Loss on sale of propertit — (101) 101 (100.00%
Net income $ 46,98t $ 77,428 $ (30,44) (39.9%

Rental income. Rental income increased because of rents fi®@MQ@Bs (20 buildings) we acquired for approximat®843,170 since January 1, 2012,
partially offset by the sale of one MOB (one builgl for approximately $1,100 in July 2012 and ibeslof rental income at another MOB (one buildinggre the
lease expired in February 2012 and the MOB hasiredasacant. Rental income includes non-cash s$trédiige rent adjustments totaling $6,119 and $8 36&
net amortization of approximately $(3,776) and 4{1) of above and below market lease adjustmenthéoyears ended December 31, 2013 and 2012,
respectively.

Property operating expensesProperty operating expenses consist of propaayagement fees, real estate taxes, utility expesataries and benefit costs
property level personnel, repairs and maintenarperese, cleaning expense and other direct cosigashiting properties. Property operating expenszeased
because of our MOB acquisitions since January 12 20artially offset by the sale of one MOB in Ja12.

Net operating income. NOI increased because of the changes in rgttaime and property operating expenses describ@etafihe reconciliation of NOI 1
net income for our MOB segment is shown in thedatiiove. Our definition of NOI and our consolidateconciliation of NOI to net income are includezldw in
"Non-GAAP Financial Measures".

Depreciation expense. Depreciation expense increased primarily bezafi®ur MOB acquisitions since January 1, 2012jaldy offset by the sale of one
MOB in July 2012.

Impairment of assets. During 2012, we recorded an impairment of asekarge of $3,071 related to one property (onklingj) to reduce the carrying value
of this property to its estimated fair value.
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Interest expense. Interest expense for our MOBs arises from nagégdebts secured by certain of these propertiesintrease in interest expense is the
result of our assumption of $73,103 of mortgageslebconnection with our acquisition of three MO@wree buildings) in 2012 with a weighted averagerest
rate of 5.9%, partially offset by the repaymenbo& mortgage loan in April 2012 that had a princi@dance of approximately $2,330 and an annuatést rate c
6.73%, the repayment of one mortgage loan in Octdb&2 that had a principal balance of $4,152 aniherest rate of 6.50% and the regularly schetule
amortization of our mortgage debts.

Income from discontinued operationsincome from discontinued operations relatethéofour MOBs (seven buildings) classified as Heldsale as of
December 31, 2013. The increase in income is pifiyndume to no longer depreciating the assets dseflate they met the held for sale criteria eisthbd under
GAAP.

Impairment of assets from discontinued apens. During the year ended December 31, 2013, werded impairment of assets charges of $37,610 to
reduce the carrying value of four of our MOBs (sebeiildings) to their estimated net sale prices.

Loss on sale of properties.In July 2012, we sold one MOB (one buildingjflaacorded a loss on sale of properties of appratéim $101.

MOBSs, comparable properti¢sIOBs we have owned continuously since JanuarQ12p

Year Ended December 31

2013 2012 Change % Change

Rental income $ 170,73t $ 174,59: $ (3,85¢€) (2.2%
Property operating expens (54,81) (53,719 (1,109 (2.1)%
Net operating income (NO 115,92: 120,88: (4,960) (4.1)%
Depreciation expens (42,56%) (44,767) 2,19: 4.%
Operating incom: 73,35 76,12( (2,767 (3.6%
Interest expens (1,129 (1,47¢) 354 24.(%

Net income $ 72,22¢ $ 74,64. $ (2,417 (3.2%

Rental income. Rental income decreased as a result of renefweartain leases at lower rents and lower netcasth items affecting rental income. Rental
income includes non-cash straight line rent adjestsitotaling $4,665 and $7,186 and net amortizaifapproximately $(2,340) and $(910) of above beldw
market lease adjustments for the years ended Dere®ib 2013 and 2012, respectively.

Property operating expensesProperty operating expenses consist of propaayagement fees, real estate taxes, utility expesataries and benefit costs
property level personnel, repairs and maintenarperese, cleaning expense and other direct cosigashiting properties. Property operating expenszeased
principally because of increases in utility expenseal estate taxes, insurance, and other diosts of operating properties.

Net operating income. NOI decreased because of the changes in fientahe and property operating expenses describ@gealhhe reconciliation of NOI
net income for our MOB segment for comparable priogeeis shown in the table above. Our definitié™N®I and our consolidated reconciliation of NOlrtet
income are included below in "Non-GAAP Financial adares".
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Depreciation expense. Depreciation / amortization expense decreasiathply because of a reduction in amortizatioraofjuired real estate leases and
obligations that we amortize over the respectiasdeterms, partially offset by an increase in theréization of leasing costs.

Interest expense. Interest expense for our MOBs arises from nagégdebt secured by certain of these propertiesciinge in interest expense is the result
of the repayment of one mortgage loan in April 2612 had a principal balance of approximately $2,8nd an interest rate of 6.73%, the repaymeahef
mortgage loan in October 2012 that had a prindip&nce of $4,152 and an interest rate of 6.50%edegularly scheduled amortization of our maytydebt.

All other operations!)

Year Ended December 31

2013 2012 Change % Change

Rental income $ 1757 $ 17,75¢ $ (179 (1.0)%
Expenses

Depreciatior 3,792 3,792 — —
General and administrati\ 32,657 31,517 1,14(C 3.€%
Acquisition related cost 3,37¢ 9,39¢ (6,01¢) (64.0%
Impairment of asse: 1,30¢ — 1,30 100.(%
Total expense 41,13: 44,70 (3,577) (8.0)%
Operating los: (23,55¢) (26,947 3,39: 12.€%
Interest and other incon 711 1,115 (40€) (36.9)%
Interest expens (73,63%) (66,68¢) (6,949) (10.9%
Loss on early extinguishment of de (797) (6,34¢) 5,552 87.4%
Equity in earnings of an invest 334 31€ 18 5.7%
Loss before income tax exper (96,94)) (98,549 1,60¢ 1.€%
Income tax expens (600) (375) (225) (60.0)%
Net loss $ (97,54) $ (98,929 $ 1,38:% 1.4%

(1) Al other operations includes our wellness cenfgrations that we do not consider a significargasately reportable segment of our
business and corporate business activities, andgrrating expenses that are not attributablesieeaific reportable segmel

Rental income. Rental income includes non-cash straight lem adjustments totaling approximately $1,129 ahd %0 for the years ended December 31,
2013 and 2012, respectively. Rental income alsludes amortization of approximately $221 of acquiireal estate leases and obligations for the yerated
December 31, 2013 and 2012.

Depreciation expense. Depreciation expense remained consistent & there no wellness center acquisitions nor capitpfovement funding since
January 1, 2012 and we generally depreciate owgrligad wellness center assets on a straight lasgsb

General and administrative expenseGeneral and administrative expenses consigesf pursuant to our business management agreerteiMR, equity
compensation expense, legal and accounting feesthrdcosts relating to our status as a publidged company. General and administrative expansesased
principally as a result of acquisitions of senigirly communities and MOBs for approximately $6%,4ince January 1, 2012, partially offset by thle sf one
senior living community and two rehabilitation haafs in 2013 for $92,550 and the sale of one MOBe(building) in July 2012 for approximately $1,100
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Acquisition related costs. Acquisition related costs represent legal amel diligence costs incurred in connection with acguisition activity during 2013
and 2012. Acquisition related costs decreasedresudt of reduced acquisition activity and dollaraunt of acquisitions in 2013 versus 2012 as weliGnsing
and other regulatory costs related to the senigrdicommunities formerly leased to Sunrise thatenteansferred to our TRS in September, Octobem™Nsmmber
2012.

Interest and other income. The decrease in interest and other incomeinisapily due to the elimination of interest receiviesim our $80,000 bridge loan
with Five Star, or the Bridge Loan, that was repaidpril 2012. Interest and other income also urgigs interest on our investable cash and divideoahie relate
to the 250,000 common shares of CWH that we own.

Interest expense. Interest expense increased because of oumissid $350,000 of unsecured senior notes witmtarast rate of 5.625% in July 2012,
partially offset by lower amounts outstanding undier revolving credit facility, reduced interespexse because of our redemption in January 20aR $225,00!
of our 8.625% unsecured senior notes and the pnegatyof four mortgage loans encumbering four ofweliness centers for $10,377 with a weighted ayera
interest rate of 6.1%. Our weighted average balantgtanding and interest rate under our revoleirglit facility was $70,912 and 1.6%, and $163,46d 1.8%,
for the years ended December 31, 2013 and 20Yctgely.

Loss on early extinguishment of debin June 2013, we prepaid four mortgage loacsi@ering four of our properties for $10,377 thad maturity dates
in 2013. In September 2013, we prepaid a mortgage éncumbering two of our properties for $13,5%8 had a maturity date later in 2013. As a resfuthe
premiums paid to prepay these mortgages, we red@deggregate loss on early extinguishment of deb259. In September 2013, we amended our revglvi
credit facility, resulting in a loss on early exginshment of debt of $538. In August 2012, we piegtppproximately $199,197 of the outstanding ppatbalance
of our FNMA secured term loan; as a result of firipayment, we recorded a loss on early extinguestiof debt of $6,349 consisting of a debt prepayme
premium, legal fees and the write off of unamodigeferred financing fees.

Equity in earnings of an investee Equity in earnings of an investee representpoaportionate share of earnings from AIC.

Year Ended December 31, 2012 Compared to Year Endédbcember 31, 2011:

Triple net senior living communities:

Comparable
All Properties Properties (V)
As of the Year As of the Year
Ended Ended
December 31, December 31,
2012 2011 2012 2011

Total propertie$? 22t 22¢ 222 222
# of units / bed®) 24,89 26,71¢  26,17¢  26,17¢
Tenant operating data:
Occupancy 85.6% 85.0% 85.3% 85.1%
Rent coverag 1.40x% 1.46x% 1.41» 1.47»

(1)  Consists of triple net senior living communities e owned continuously since January 1, 2011.
(2)  The change in total properties and number of uritds for All Properties reflects the transfetesf communities previously triple net

leased to Sunrise to our managed senior living conities segment (three communities were transfesre8eptember 1, 2012, five
communities wer:
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transferred on October 1, 2012, and two communitiere transferred on November 1, 2012), partiafiged by additional triple net leased
properties we acquired since January 1, 2011.

(3)  Alltenant operating data presented are based thgoaperating results provided by our tenantsHerl2 months ended September 30, :
and 2011 or the most recent prior period for whestant operating results are available to us. Bevgrage is calculated as operating cash
flow from our triple-net lease tenants' operatiofisur properties, before subordinated chargemyf divided by triple-net lease minimum
rents payable to us. We have not independentlyiegrour tenants' operating data. The table exdwl#ea for periods prior to our
ownership of some of these propert

Triple net senior living communities, all propestie

Year Ended December 31

2012 2011 Change % Change

Rental income $ 246,94t $ 242,65: $ 4,29¢ 1.8%
Net operating income (NO 246,94¢ 242,65: 4,29¢ 1.8%
Depreciation expens (68,419 (68,429 10 0.0%
Impairment of asse — (1,028 1,02¢ 100.0%
Operating incom 178,52¢ 173,19¢ 5,33¢ 3.1%
Interest expens (35,530) (41,510 5,98( 14.4%
Gain on lease terminatiol 37t — 37t 100.0%
Gain on sale of propertit — 21,23¢ (21,236  (100.0)%

Net income $ 143,37« $ 152,92. $ (9,547) (6.2)%

Except as noted below under "Rental income"have not included a discussion and analysiseofesults of our comparable properties datéhietriple net
senior living communities segment as we believé dheomparison of the results for our comparabéperties for our triple net senior living commuegisegment
is generally consistent from period to period arsgparate, comparable properties comparison isaahingful.

Rental income. Rental income increased because of rents franacquisition of four communities during the thidarter of 2012 for approximately
$36,500 which are leased by a private tenant,@mrgunities acquired during the second and thirdtquaf 2011 for approximately $99,808 which arasked by
Five Star and our purchase of approximately $63af8Sprovements made to our properties which easéd by Five Star since January 1, 2011, partéiet
by a reduction in rental income resulting from sa¢e of five properties during the second quat@04d 1 for approximately $38,625. Rental incomdtdes non-
cash straight line rent adjustments totaling apipnately $4,011 and $2,008 and percentage rent@B8%9 and $11,313 for the years ended Decemb&@03P, an
2011, respectively. Rental income increased year g@ar on a comparable property basis primarilg essult of the improvement purchases from Fiee 8t
certain of the 223 communities we have owned captisly since January 1, 2011.

Net operating income. NOI increased because of the changes in rettaine described above. The reconciliation of NDhét income for our triple net
senior living communities segment is shown in ttd@e above. Our definition of NOI and our consdihreconciliation of NOI to net income are inclddelow
in "Non-GAAP Financial Measures".

Depreciation expense. Depreciation expense increased slightly asaltref our acquisition of ten communities sinceuly 1, 2011 and our purchase of
improvements made to our properties which
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are leased by Five Star since January 1, 201Xkliaaffset by the sale of five properties during #econd quarter of 2011.

Impairment of assets. During 2011, we recorded an impairment of asekarge of $1,028 related to one property to redie carrying value of this
property to its estimated sale price less cosselio

Interest expense. Interest expense for our triple net seniomijvcommunities arises from mortgage debt securezetigin of these properties. The decrease
in interest expense is the result of the repayrabh¥ mortgage loans in the second quarter of 20dPhad a total principal balance of $33,381 ancighted
average interest rate of 6.89%, the prepayment®® 397 of our FNMA secured term loan in August2€iat had an interest rate of 6.4%, as well asdelarly
scheduled amortization of our mortgage debt, dartidfset by the assumption of $11,458 of mortgdgét in connection with certain of our 2011 acijieiss
occurring in the second quarter of that year, &iedassumption of $6,876 of mortgage debt in commeaetith certain of our 2012 acquisitions occurringhe third
quarter.

Gain on lease terminations. Gain on lease terminations is a result of oayM012 agreement with Sunrise for early termimegtiof leases for the ten
communities previously triple net leased to Sunttise leases for all of the senior living commuastformerly leased to Sunrise were terminated poior
December 31, 2012, and resulted in a net gainaseléerminations of approximately $375.

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

Managed senior living communities:

All Properties
As of the Year
Ended
December 31,
2012 2011

Total propertie: 39 22
# of units / bed: 6,607 3,322
Occupancy 85.5% 84.2%
Average monthly rat $ 4,027 $ 3,53¢

Managed senior living communities, all properties:

Year Ended December 31

2012 2011 Change % Change

Residents fees and servic $ 184,03 $ 27,85 $ 156,18 560.8%
Property operating expens (138,819 (21,639  (117,180) 541.5Y%
Net operating income (NO 45,21 6,212 39,00( 627.8%
Depreciation expens (19,43) (2,59)) (16,846)  (650.2)%
Operating incom: 25,77¢ 3,621 22,15¢ 611.8%
Interest expens (11,769 (2,357) (9,417  (400.4)¥

Net income $ 14006 $ 1,26¢ $ 12,73 1003.7Y

We have not included a discussion and aisabf the results of our comparable propertiea fatthe managed senior living communities segrasnte have
not owned any of the properties within this segnoemtinuously since January 1, 2011.
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Residents fees and serviceRResidents fees and services are the revenussoeat our 29 managed senior living communities we acquired for
approximately $743,877 since June 2011 and thenteaseearned at the ten communities that were fdyrearsed to Sunrise and transferred to our manageibr
living communities segment in September, Octoberavember 2012. We recognize these revenuesdsesare provided.

Property operating expensesProperty operating expenses include expensesred at our 29 managed senior living communitidsch are leased to our
TRSs and which we acquired since June 2011, anegherg incurred at the ten communities formerlyeléas Sunrise and transferred to our managed skviitg
communities segment in September, October and Noge2012. The beginning of our managed seniordidiommunities operations in June 2011, and the
increase in the number of our managed senior ligorgmunities since that time, are the primary cadisethe increase in property operating expenses gver
year for the period. Property operating expensesisbof management fees, real estate taxesyijppense, salaries and benefits of property lpgedonnel,
repairs and maintenance expense, cleaning expadsetizer direct costs of operating properties.

Net operating income. NOI increased because of the changes in rasidess and services and property operating expeteseribed above. The
reconciliation of NOI to net income for managedieetiving communities segment is shown in the ¢éabove. Our definition of NOI and our consolidated
reconciliation of NOI to net income are includeddwein "Non-GAAP Financial Measures".

Depreciation expense. Depreciation expense increased as a resuliradiayuisition of 29 managed senior living commiesitwhich are leased to our TRSs
and which we acquired since June 2011, and theaemunities that were formerly leased to Sunrisegansferred to our managed senior living comities
segment in September, October and November 2012.

Interest expense. Interest expense for our managed senior licmmmmunities arises from mortgage debt secured tigiineof these properties. The increase
in interest expense is the result of the assummi#192,573 of mortgage debt in connection withaie of our 2011 acquisitions occurring in theaed;, third an
fourth quarter of that year, and the assumptio$4df,814 of mortgage debt in connection with certdiour 2012 acquisitions occurring in the second third
quarter of that year, partially offset by the repayt of one mortgage loan in February 2012 thatehpdncipal balance of approximately $12,386 amihterest
rate of 6.03% as well as the regularly scheduledrtization of our mortgage debt.

MOBs:
Comparable
All Properties @) Properties (D) @
As of the Year As of the Year
Ended Ended
December 31 December 31
2012 2011 2012 2011
Total propertie: 9C 78 60 60
Total buildings 11z 99 73 73
Total square feé®) 7,61¢ 6,656 4,62¢  4,62¢
Occupancy? 92.7% 95.9% 92.0% 96.7%

1) Excludes properties classified in discontinued apens.
(2)  Consists of MOBs we have owned continuously sisceidry 1, 2011.

?3) Prior periods exclude space remeasurements matgydbe periods presente
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4) MOB occupancy includes (i) space being fitted autdccupancy pursuant to existing leases andg@gs which is leased, but is not
occupied or is being offered for sublease by texn.

MOBs, all properties:

Year Ended December 31

2012 2011 Change % Change

Rental income $ 186,06* $ 151,82 $ 34,24: 22.6%
Property operating expens (58,877 (43,767) (15,11¢) (34.5)%
Net operating income (NO 127,18¢ 108,06: 19,12¢ 17.7%
Depreciation expens (47,399 (36,147 (11,24% (31.1)%
Impairment of asse (3,079 (962) (2,109 (219.2)%
Operating incoms 76,72 70,95: 5,77(C 8.1%
Interest expens (3,25%) (996) (2,259 (226.8)%

Income from continuing operatiol 73,46¢ 69,957 3,511 5.0%
Discontinued operation

Income from discontinued operatic 4,061 4,11: (52 (1.3)%
(Loss) gain on sale of properti (103) 79 (180) 227.8Y%
Net income $ 77,42t $ 74,14¢ $  3,27¢ 4.4%

Rental income. Rental income increased because of rents f@MGBs (39 buildings) we acquired for approximat®§62,090 since January 1, 2011,
partially offset by the sale of two MOBs (two builds) for approximately $835 during the second tarasf 2011 and the sale of one MOB (one buildiiog)
approximately $1,100 in July 2012. Rental inconwmuides noreash straight line rent adjustments totaling $8&6d $7,937 and net amortization of approxims
$(1,471) and $218 of above and below market ledges@nents for the years ended December 31, 20d42@ih1, respectively.

Property operating expensesProperty operating expenses consist of propaayagement fees, real estate taxes, utility expeataries and benefit costs
property level personnel, repairs and maintenarperese, cleaning expense and other direct cosigashiting properties. Property operating expenszeased
because of our MOB acquisitions since January 11 20artially offset by the sale of two MOBs (twaildings) during the second quarter of 2011 andstile of
one MOB (one building) in July 2012.

Net operating income. NOI increased because of the changes in rgtaie and property operating expenses describ@etafihe reconciliation of NOI 1
net income for our MOB segment is shown in thedatiiove. Our definition of NOI and our consolidateconciliation of NOI to net income are includezldw in
"Non-GAAP Financial Measures".

Depreciation expense. Depreciation expense increased because of @B Btquisitions since January 1, 2011, partialfgeifby the sale of two MOBs (tv
buildings) during the second quarter of 2011 ardstile of one MOB (one building) in July 2012.

Impairment of assets. During 2012, we recorded an impairment of asekarge of $3,071 related to one property to redie carrying value of this
property to its estimated fair value. During 20W/&, recorded an impairment of assets charge of #J&#d to three properties to reduce the carryalge of thes
properties to their estimated sales prices less tosell.
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Interest expense. Interest expense for our MOBs arises from nagégdebt secured by certain of these propertiesciinge in interest expense is the result
of our assumption of $13,286 of mortgage debt imeation with our acquisition of one MOB (one birilg) in July 2011 and one MOB (one building) in
November 2011 and our assumption of $73,103 ofgaget debt in connection with our acquisition oEthMOBs (three buildings) in June, September
December 2012, partially offset by the repaymerdr@ mortgage loan in April 2012 that had a priatimlance of approximately $2,330 and an intewstof
6.73%, the repayment of one mortgage loan in Octdb&2 that had a principal balance of $4,152 aniherest rate of 6.50% and the regularly schetule
amortization of our mortgage debt.

Income from discontinued operationsincome from discontinued operations relatethéfour MOBs (seven buildings) classified as Heldsale.

(Loss) gain on sale of properties.n July 2012, we sold one MOB (one buildinglaacorded a loss on sale of properties of apprateip $101. During the
second quarter of 2011, we sold two MOBs (two bodd) and recognized a gain on sale of properfiepproximately $79.

MOBSs, comparable properti¢sIOBs we have owned continuously since JanuarQ11p

Year Ended December 31

2012 2011 Change % Change

Rental income $ 133,85¢ $ 134,73 $ (87 (0.7)%
Property operating expens (35,737 (36,509) 77t 2.1%
Net operating income (NO 98,12¢ 98,22¢ (209%) (0.1)%
Depreciation expens (33,225 (31,580) (1,64%) (5.2)%
Operating incom: 64,90! 66,64¢ (1,749 (2.6)%
Interest expens (682) (834 152 18.2%
Net income $ 64,21¢ $ 6581F $ (1,596 (2.4)%

Rental income. Rental income decreased as a result of a reduct same store occupancy from 96.7% at Dece®bgP011 to 92.0% at December 31,
2012, mainly caused by two MOBSs (two buildings)tthacame vacant in 2012. Rental income includesaash straight line rent adjustments totaling $4,88d
$6,605 and amortization of approximately $1,823 $b@®08 of acquired real estate leases and oldigafor the years ended December 31, 2012 and 2011,
respectively.

Property operating expensesProperty operating expenses consist of propaayagement fees, real estate taxes, utility expesataries and benefit costs
property level personnel, repairs and maintenarperese, cleaning expense and other direct costgeshting properties. Property operating expensesedsed
principally because of decreases in utility expenpartially offset by higher real estate taxes.

Net operating income. NOI decreased because of the changes in fientahe and property operating expenses describ@eéealhe reconciliation of NOI
net income for our MOB segment for comparable priogeeis shown in the table above. Our definitié™N®I and our consolidated reconciliation of NOlrtet
income are included below in "Non-GAAP Financial adares".

Depreciation expense. Depreciation expense increased primarily bezafismprovements we made on certain of these ptiegesince January 1, 2011, the
amortization of leasing costs and an increase ioréination of above and below market lease adjustenhat we amortize over the respective leasesterm
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Interest expense. Interest expense for our MOBs arises from nagégdebt secured by certain of these propertiesciinge in interest expense is the result
of the repayment of one mortgage loan in April 2612 had a principal balance of approximately $2,8nd an interest rate of 6.73%, the repaymeahef
mortgage loan in October 2012 that had a prindip&nce of $4,152 and an interest rate of 6.50%endegularly scheduled amortization of our maytydebt.

All other operationsL)

Year Ended December 31

2012 2011 Change % Change
Rental income $ 17,75¢ $ 17,70 $ 51 0.3%
Expenses
Depreciatior 3,792 3,792 — —
General and administrati\ 31,517 26,04 5,47¢ 21.0%
Acquisition related cost 9,39¢ 12,23¢ (2,84%) (23.2)%
Total expense 44,70 42,07: 2,631 6.3%
Operating los: (26,947  (24,36)) (2,580 (10.6)%
Interest and other incon 1,115 1,451 (339 (23.0)%
Interest expens (66,68¢) (53,409 (13,28 (24.9)%
Loss on early extinguishment of de (6,349) (427) (5,927) (1386.9)Y
Loss before income tax expense and equity in egsrof ar
investee (98,86 (76,747 (22,119 (28.8)%
Income tax expens (375) (312 (63) (20.2)%
Equity in earnings (losses) of an inves 31€ 13¢ 177 (127.3)%
Net loss $ (98,929 $ (76,920 $ (22,009 (28.6)%

(1) Al other operations includes our wellness cenfgrations that we do not consider a significargasately reportable segment of our
business and corporate business activities, andgrrating expenses that are not attributablesieeaific reportable segmel

Rental income. Rental income for our wellness centers incrédszause of scheduled consumer price index baseéhcreases since January 1, 2011 at
certain of our wellness centers. Rental incomauihes non-cash straight line rent adjustments mapproximately $1,459 and amortization of apprately
$221 of acquired real estate leases and obligaiiobeth the years ended December 31, 2012 and 2011

Depreciation expense. Depreciation expense remained consistent & there no wellness center acquisitions nor capitpfovement funding since
January 1, 2011 and we generally depreciate owgrligad wellness center assets on a straight lasgsb

General and administrative expenseGeneral and administrative expenses consigesf pursuant to our business management agreerteiMR, equity
compensation expense, legal and accounting feesthrdcosts relating to our status as a publigged company. General and administrative expansesased
principally as a result of acquisitions of senigirlg communities and MOBs for approximately $1,445 since January 1, 2011, partially offset byshle of
seven properties during the second quarter of &xldpproximately $39,460 and the sale of one M@®BLily 2012 for approximately $1,100.
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Acquisition related costs. Acquisition related costs represent legal amel diligence costs incurred in connection with acguisition activity during 2012
and 2011. Acquisition related costs decreasedresudt of reduced acquisition activity and dolleraunt of acquisitions in 2012 versus 2011, paxtiaffset by
licensing and other regulatory costs related tostheor living communities formerly leased to Searthat were transferred to our TRS in Septembetigl@r and
November 2012

Interest and other income. The decrease in interest and other incomeinisapily due to the elimination of interest receiiesim our Bridge Loan with Five
Star that was repaid in April 2012. Interest arfteoincome also includes interest on our investeasdh and dividend income related to the 250,00@hton share
of CWH that we own.

Interest expense. Interest expense increased because of oumissid $250,000 of unsecured senior notes witaandst rate of 4.30% in January 2011,
our issuance of $300,000 of unsecured senior natesan interest rate of 6.75% in December 201t jssuance of $350,000 of unsecured senior notsami
interest rate of 5.625% in July 2012 and greateswarts outstanding under our revolving credit fagitit slightly higher weighted average interestsapartially
offset by reduced interest expense due to the rptiemin January 2012 of all $225,000 of our 8.62%86ecured senior notes. Our weighted averagedslan
outstanding and interest rate under our revolvieglit facility was $163,161 and 1.8%, and $40,486 £.7%, for the years ended December 31, 2012ahd,
respectively.

Loss on early extinguishment of debin August 2012, we prepaid approximately $199,af the outstanding principal balance of our FNBEcured term
loan. As a result of this prepayment, we recordezss on early extinguishment of debt of $6,349ststing of a debt prepayment premium, legal feestha write
off of unamortized deferred financing fees. In J@0&1, we entered into a new $750,000 unsecurexiviag credit facility that replaced our previoussp,000
unsecured revolving credit facility. As a resultlofs refinancing, we recorded a loss on earlyngtishment of debt of $427 consisting of the woiffeof
unamortized deferred financing fees.

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

We provide below calculations of our FF@rialized FFO and NOI for the years ended Decer®bg2013, 2012 and 2011. These measures should be
considered in conjunction with net income, opeatittome and cash flow from operating activitiepessented in our consolidated statements of incame
comprehensive income and consolidated statememtsshfflows. These measures do not represent eagtiaged by operating activities in accordance with
generally accepted accounting principles, or GA&f] should not be considered as alternatives tmoeine, operating income or cash flow from operti
activities, determined in accordance with GAAPasiindicators of our financial performance or ldjtyi, nor are these measures necessarily indicafigefficient
cash flow to fund all of our needs. Other REITs egal estate companies may calculate FFO, NornthFE© or NOI differently than we do.

Funds From Operations and Normalized Funds Fromr@jens

We calculate FFO and Normalized FFO as shioslow. FFO is calculated on the basis definethbyNational Association of Real Estate Investniensts,
or NAREIT, which is net income, calculated in actammce with GAAP, excluding any gain or loss on sdlproperties and impairment of real estate aspéts
real estate depreciation and amortization, as agetither adjustments currently not applicable t@us calculation of Normalized FFO differs from REIT's
definition of FFO because we include estimated grege rent in the period to which we estimateithalates
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rather than when it is recognized as income in @zotce with GAAP and exclude acquisition relatestgdoss on early extinguishment of debt, gaitease
terminations and loss on impairment of intangitdseds, if any. We consider FFO and Normalized Fd-Betappropriate measures of operating performfamae
REIT, along with net income, operating income aashcflow from operating activities. We believe tR&O and Normalized FFO provide useful information
investors because by excluding the effects of irehistorical amounts, such as depreciation expefis® and Normalized FFO may facilitate a comparisbour
operating performance between periods and withr RIE#Ts. FFO and Normalized FFO are among the factonsidered by our Board of Trustees when
determining the amount of distributions to our sfaiders. Other factors include, but are not lithit®, requirements to maintain our status as a RlEfiltations
in our revolving credit facility agreement, ternafoagreement, if any, and public debt covenangsatailability of debt and equity capital to usy eMpectation of
our future capital requirements and operating perémce, and our expected needs and availabilicasi to pay our obligations.

Our calculations of FFO and Normalized FBOthe years ended December 31, 2013, 2012 antl &0d reconciliations of FFO and Normalized FF@édb
income, the most directly comparable financial rmeasinder GAAP reported in our consolidated finahsiatements, appear in the following table.

For the Year Ended December 31

2013 2012 2011
Net income $ 151,16: $ 135,88: $ 151,41¢
Depreciation expense from continuing operati 153,02t 139,04 110,95¢
Depreciation expense from discontinued operat 79¢ 2,414 2,30¢
(Gain) loss on sale of propertiés (37,392 101 (21,319
Impairment of assets from continuing operatiGhs 7,98¢ 3,071 1,99(
Impairment of assets from discontinued operatf®hs 37,61( — —

FFO 313,19¢ 280,51 245,35¢
Acquisition related cost 3,37¢ 9,39« 12,23¢
Loss on early extinguishment of déft 791 6,34¢ 427
Gain on lease terminatiofid — (375 —

Normalized FFC $ 317,37. $ 295,88( $ 258,02!
Weighted average shares outstanc 187,25: 169,17¢ 149,57
FFO per shar $ 167 $ 1.66 $ 1.64
Normalized FFO per sha $ 1.6¢ $ 1.7 $ 1.7%
Net income per shai $ 0.81 $ 0.8C $ 1.01
Distributions declared per she $ 15€¢ $ 154 $ 1.5C

1) During 2013, we sold two rehabilitation hospitat&lane senior living community for total sales pa@f approximately $92,550 and
recognized a gain on sale of approximately $37,822ing 2012, we sold one MOB for approximately2fl and recognized a loss on ¢
of approximately $101. During 2011, we sold sevepprties for total sales prices of approximated® 860 and recognized a gain on sale
of approximately $21,315.

2) During 2013, we recorded an impairment of &sekarge of $7,989 to reduce the carrying valuéefof our properties to their estimated

sale price less costs to sell. During 2012, wendsmban impairment of assets charge of $3,07 1dwcesthe carrying value of one of our
properties to it
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(©)

4)

®)

estimated sale price less costs to sell. Durind.2@& recorded an impairment of assets charge ,0B9%o reduce the carrying value of
four of our properties to their estimated fair \ahr sales price less costs to sell.

During 2013, we recorded an impairment of asseasgehof $37,610 to reduce the carrying value of Md®Bs (seven buildings) to their
estimated sale price less costs to sell, whichrataded in discontinued operations.

In September 2013, we recorded a loss on eatigguishment of debt of approximately $538 immection with amending our revolving
credit facility. Also in 2013, we prepaid certairortgages and recorded a loss on early extinguishofatebt of approximately $259. In
August 2012, we prepaid approximately $199,19hefdutstanding principal balance of our FNMA sedusgm loan. As a result of this
prepayment, we recorded a loss on early extingusiiof debt of $6,349 consisting of a debt prepayimpeemium, legal fees and the wr
off of unamortized deferred financing fees. In 204 recorded a loss on early extinguishment of debpproximately $427 in connecti
with replacing our revolving credit facility.

In May 2012, we entered an agreement with Sarfor early terminations of leases for the temewnities which were formerly leased to
Sunrise and which were previously scheduled toiteata on December 31, 2013; the leases for ah@tén communities were terminated
prior to December 31, 2012, and resulted in a gaitease terminations of approximately $2

Property Net Operating Income (NC

We calculate NOI as shown below. We defi@ as income from our real estate less our prgpmserating expenses. NOI excludes capitalizedntena
improvement costs and leasing commissions. We denslOl to be an appropriate supplemental measunettincome because it may help both investors and
management to understand the operations of ouepiep. We use NOI internally to evaluate individalad company wide property level performance, wed
believe that NOI provides useful information to@stors regarding our results of operations beciusBects only those income and expense itemsate
incurred at the property level and may facilitatenparisons of our operating performance betweeiogeand with other REITs. The calculation of NQtledes
certain components of net income in order to previsults that are more closely related to ourgntggs' results of operations.

The calculation of NOI by reportable segtrierincluded above in this Item 7. The followirabte includes the reconciliation of NOI to net imm the most
directly comparable financial measure under
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GAAP reported in our consolidated financial statatagfor the years ended December 31, 2013, 20d 2@h1.

For the Year Ended December 31

Reconciliation of NOI to Net Income: 2013 2012 2011
Triple net senior living communities N( $ 237,20¢ $ 246,94¢ $ 242,65:
Managed senior living communities N 68,34" 45,21: 6,212
MOB NOI 138,42 127,18t 108,06:
All other operations NO 17,57 17,75¢ 17,70¢
Total NOI 461,56( 437,10: 374,63:
Depreciation expens (153,02  (139,04) (110,959
General and administrative expel (32,657 (31,519 (26,04))
Acquisition related cost (3,379) (9,399 (12,239
Impairment of asset®) (7,989 (3,077) (1,990
Operating incom 264,51( 254,08( 223,40:
Interest and other incon 711 1,115 1,451
Interest expens (117,819 (117,24 (98,267)
Loss on early extinguishment of déBt (797) (6,349 (427)
Gain on lease terminatiof3 — 37t —
Income before income tax expense and equity iniegsrof an investe 146,60! 131,98¢ 126,16
Income tax expens (600) (375) (312)
Equity in earnings of an invest 334 31€ 13¢
Income from continuing operatiol 146,33¢ 131,92 125,99:
Income from discontinued operatic 5,04 4,061 4,11z
Loss on impairment from discontinued operatiéhs (37,610 — —
Income before gain (loss) on sale of propel 113,77: 135,98! 130,10
Gain (loss) on sale of properti&s 37,39. (101) 21,31t
Net income $ 151,16: $ 135,88 $ 151,41¢

1) During 2013, we recorded an impairment of asseasgehof $7,989 to reduce the carrying value of éif/eur properties to their estimated
sale price less costs to sell. During 2012, wendsmban impairment of assets charge of $3,07 1dcesthe carrying value of one of our
properties to its estimated sale price less cossglt. During 2011, we recorded an impairmentssiess charge of $1,990 to reduce the
carrying value of four of our properties to theitimated fair value or sales price less costslto se

(2) In September 2013, we recorded a loss on eatlgguishment of debt of approximately $538 immection with amending our revolving
credit facility. Also in 2013, we prepaid certairortgages and recorded a loss on early extinguishofatebt of approximately $259. In
August 2012, we prepaid approximately $199,19hefdutstanding principal balance of our FNMA sedusgm loan. As a result of this
prepayment, we recorded a loss on early extingustiof debt of $6,349 consisting of a debt prepayimpeemium, legal fees and the wr
off of unamortized deferred financing fees. In 204 recorded a loss on early extinguishment of debpproximately $427 in connecti
with replacing our revolving credit facility.

3) In May 2012, we entered an agreement with Sunasedrly terminations of leases for the ten commiemivhich were formerly leased to
Sunrise and which were previously schedule
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terminate on December 31, 2013; the leases faf #fle ten communities were terminated prior to@eber 31, 2012, and resulted in a
gain on lease terminations of approximately $375.

4) During 2013, we recorded an impairment of asseasgehof $37,610 to reduce the carrying value of Md®Bs (seven buildings) to their
estimated sale price less costs to sell whichradleded in discontinued operations.

(5) During 2013, we sold two rehabilitation hoggstand one senior living community for total sgleises of approximately $92,550 and
recognized a gain on sale of approximately $37,822ing 2012, we sold one MOB (one building) fopagximately $1,100 and
recognized a loss on sale of approximately $10tingw2011, we sold seven properties (seven buib)ifigr total sales prices of
approximately $39,460 and recognized a gain oncfa@proximately $21,315. During 2010, we soldrfproperties (four buildings) for
total sales prices of approximately $1,450 andgeed a gain on sale of approximately $1

LIQUIDITY AND CAPITAL RESOURCES

Rental income revenues and residents fegservices revenues from our leased and manageénties and borrowings under our revolving créatility are
our principal sources of funds to pay operatingemges, debt service and distributions to sharefltiée believe that these sources and our operadisig flow
will be sufficient to meet our operating expenses debt service and pay distributions on our shiamethe next 12 months and for the foreseeableréuthereafte
Our future cash flows from operating activitieslwliépend primarily upon our ability to:

. maintain or improve the occupancy of, and the curmrental rates at, our properties;
. control operating cost increases at our properéed;
. purchase additional properties which produce clastsfin excess of our cost of acquisition capitad @roperty operating expenses.

Our Operating Ligquidity and Resources

We generally receive minimum rents montyuarterly from our tenants, we receive percemtagts from our senior living community tenantsnhdy,
quarterly or annually and we receive residents éegkservices revenues, net of expenses, from anaged senior living communities monthly. During ytears
ended December 31, 2013 and 2012, we generated6d3@Bon and $283.3 million, respectively, of taffom operations. The increase in our cash from
operations over the prior year primarily resultsshi our property acquisitions, as further describeldw.

Our Investment and Financing Ligquidity and Resosirce

As of December 31, 2013, we had $39.2 amilbf cash and cash equivalents and $650.0 m#i@ilable to borrow under our revolving credit faagi We
expect to use cash balances, borrowings underewoiving credit facility, net proceeds from offeggof equity or debt securities and the cash flmmfour
operations to fund our operations, debt repaymeligtjbutions, future property acquisitions, exgeures related to the repair, maintenance or ration of our
properties and other general business purposeseiiére such amounts will be sufficient to fundsectivities for the next 12 months and the farabke future
thereafter.

In order to fund acquisitions and to messttneeds that may result from timing differencasvben our receipts of rents and our desire or teeethke
distributions or pay operating or capital expensesmaintain a $750.0 million unsecured revolvingddt facility with a group of institutional lenderThe maturit
date of our revolving credit facility is January, P18 and, subject to the payment of an exterfsieand meeting certain other conditions, we havepdion to
extend the
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stated maturity date of our revolving credit fagilby one year to January 15, 2019. In additiom,reuolving credit facility includes a feature umaehich
maximum borrowings may be increased to up to $illibrbin certain circumstances. Borrowings under cevolving credit facility bear interest at LIBQ#us a
premium, which was 130 basis points as of Decer@be2013. We also pay a facility fee of 30 basim{soper annum on the total amount of lending comments
under our revolving credit facility. Both the inést rate premium and the facility fee are subjeetdjustment based upon changes to our crediggtiVe can
borrow, repay and reborrow funds available undemrewolving credit facility until maturity, and rmarincipal repayment is due until maturity. As ofd@enber 31,
2013, the interest rate payable on borrowings underevolving credit facility was 1.43%. The weigti average interest rate for borrowings underewnlving
credit facility was 1.56% for the year ended Decenfil, 2013. As of December 31, 2013 and Februgr2@14, we had $100.0 million and $170 million,
respectively, outstanding under our revolving dréatiility.

When significant amounts are outstandindenrour revolving credit facility or as the maturitates of our revolving credit facility and terralds approach,
we intend to explore alternatives for the repaynuér@imounts due. Such alternatives may includerimg additional debt and issuing new equity se@si We
currently have an effective shelf registrationestagnt that allows us to issue public securitieamexpedited basis, but it does not assure theg thid be buyers
for such securities.

During the year ended December 31, 2013aueired 12 properties (13 buildings) locatedewes states for an aggregate purchase price obspmately
$202.8 million, excluding closing costs. At the éisnof these acquisitions, these properties germkepagperty NOI which yielded approximately 8.1%tloé
aggregate gross purchase price, based on estiiBat& revenue, excluding adjustments for above aidvb market lease value amortization, less property
operating expenses. For more information abougtheguisitions, see Note 3 to our Consolidatedrigiah Statements appearing in Item 15 below.

In February 2014, we entered into an agezeno acquire one MOB (two buildings) for approabely $1.1 billion, excluding closing costs. ThiO® is
located in Massachusetts and includes 1,651,036gquare feet. The property is a newly develogeitit certified by the U.S. Green Building Couhas a
leadership in energy and environmental design,EED®, gold. This property is located in the Seapambvation district of Boston and it is principaleased to
Vertex Pharmaceuticals, Inc. for a term of appratety 15 years. The closing of this acquisitionastingent upon customary closing conditions; adicmly, we
can provide no assurance that we will purchasepttuiperty.

In January 2014, we sold one senior liingnmunity located in Texas with 36 assisted livimits for approximately $2.4 million.

During the year ended December 31, 201&uyaunt to the terms of our existing leases witteFSvtar, we purchased $27.2 million of improvememasle to
our properties leased to Five Star, and, as atrésalannual rent payable to us by Five Star msed by approximately $2.2 million. We used cashamd and
borrowings under our revolving credit facility torfd these purchases.
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During the years ended December 31, 20822842, cash expenditures made and capitalizel@dsing costs and building improvements at our M@B$
our capital expenditures at our managed seniardicommunities were as follows (dollars in thousind

For the
Year Ended
December 31,
2013 2012
MOB tenant improvementd)® $ 3,328 $ 394
MOB leasing cost&)() 3,877 2,40(
MOB building improvement§)®) 5,67¢ 4,27¢
Managed senior living communities capital improveis: 10,82( 6,142
Development, redevelopment and other activifies 13,30( 5,03(
Total capital expenditure $ 36,99¢ $ 21,78¢

1) Excludes expenditures at properties classifiedgnahtinued operations.

2) MOB tenant improvements generally include capiiglenditures to improve tenants' space or amoundsda@ctly to tenants to
improve their space.

?3) MOB leasing costs generally include leasing relatsts, such as brokerage commissions and othemttérducements.

4) MOB building improvements generally include constion costs and expenditures to replace obsoléteithg components that
extend the useful life of existing assets.

5) Development, redevelopment and other actiwigienerally include (i) major capital expendituttest are identified at the time of a
property acquisition and incurred within a shontipe after acquiring the property; and (ii) majapital expenditure projects that
reposition a property or result in new sourcessotnue

During the year ended December 31, 2013naibments made for expenditures in connection Veitsing space in our MOBs, such as tenant improane
and leasing costs, were as follows (dollars an@usgfeet in thousands, except per square foot atsjpun

New Leases Renewals Total
Square feet leased during the y 234 537 771
Total leasing costs and concession commitm@hts $ 7,09¢ $ 4,167 $ 11,26¢
Total leasing costs and concession commitmentsqeare foof) $ 30.3¢ $§ 7.7¢ $ 14.6]
Weighted average lease term (yeé#s) 7.3 4.4 5.1
Total leasing costs and concession commitmentsqere foot per ye&P $ 41€¢ $ 17¢ $ 2.87

Q) Includes commitments made for leasing expenglit and concessions, such as tenant improvenfestg)g commissions, tenant reimbursements and free
rent. Excludes expenditures at properties claskifiaiscontinued operations.

) Weighted based on annualized rental incomsyaunt to existing leases as of December 31, 20tRiding straight line rent adjustments, estimated
recurring expense reimbursements and excluding lealsie amortizatior
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As of December 31, 2013, our contractudipations were as follows (dollars in thousands):

Payment due by period

Less than More than
Contractual Obligations Total 1 year 1-3 years 3-5 years 5 years
Long-Term Debt Obligation&) $ 1,881,620 $ 47,67¢ $ 503,08( $ 179,34¢ $ 1,151,52;
Capital Lease Obligatior 13,31« 544 1,304 1,63¢ 9,83:
Ground Lease Obligatior 2,13 172 34¢€ 17¢€ 1,44:
Interest Expense Obligatiof® 1,020,51 113,30¢ 194,96 153,75¢ 558,48
Tenant Related Obligatiofd 9,02¢ 8,021 — — 1,00¢
Total $ 2,926,611 $ 169,72. $ 699,69: $ 334,91 $ 1,722,28

) At December 31, 2013, our term debt maturitiese as follows: $36.1 million in 2014; $85.4 noil in 2015; $408.7 million in 2016;
$62.7 million in 2017; $109.4 million in 2018; $282million in 2019; $200.0 million in 2020; $300Gillion in 2021; $4.5 million in 2022
$14.7 million in 2027; $3.4 million in 2033; $9.4illion in 2038; $350.0 million in 2042; and $4.7 llitin in 2043.

2 Projected interest expense is attributable to trdylong term debt obligations listed above attégsrates and is not intended to project
future interest costs which may result from delepalyments, new debt issuances or changes in intates.

(3) Committed tenant related obligations include legsiommissions and tenant improvements and are lmskxhses in effect as of
December 31, 201:

In June 2013, we repaid mortgage noteafproximately $10.4 million that had maturity daite2013 with a weighted average interest rate. b%6
encumbering four of our properties. In Septembédr32@ve repaid a mortgage note for approximately.&bdllion that had a maturity date later in 2018wan
interest rate of 6.9% encumbering two of our prapsr

In January 2013, we issued 11,500,000 comshares in a public offering, raising net proceafdapproximately $262.1 million, before expend#®. used th
net proceeds of this offering to repay borrowingtstanding under our revolving credit facility aiod general business purposes, including fundirguisitions of
properties.

On January 3, 2014, we declared a quartislyibution of $0.39 per common share, or $73ilian, to our common shareholders of record onudem 13,
2014 for the quarter ended December 31, 2013.dikigbution was paid to shareholders on or ababtréary 21, 2014, using cash on hand and borrowinder
our revolving credit facility.

Simultaneous with entering the agreemeatctuire the MOB in Boston, MA, we received a téoan commitment for $800.0 million from Jefferies
Finance, LLC and Wells Fargo Bank, N.A. We exphat the term loan will have an interest rate of @B plus 140 basis points, will mature five yeasrir
closing and can be repaid in part or whole at &ng without penalty. Prior to closing the acquitiof these buildings, the term loan is expectdoktsyndicated
to a group of banks, and the term loan is expectetbse simultaneous with the closing of this asitjon. The actual amount of the term loan mayédsuced
depending on our funding needs at the time of sthsThe commitments which we received for the teram are subject to various conditions, includingtually
satisfactory documentation. There can be no asserduat all those conditions, some of which areobeyour control, will be satisfied, that the terafigshe term
loan described in the commitments will not charayehat the term loan will be available to us tiynet at all. In certain circumstances, our failtob&omplete the
purchase of this MOB, including by reason of owtitity to finance the acquisition, will result aur forfeiture of a $50.0 million deposit. The uadability of
financing for
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the purchase of the buildings on favorable termsnyrdelay in obtaining this financing or in contpig this purchase could prevent us from realizimgbenefits
that we expect from this purchase.

We believe we will have access to varigyes of financings, including equity or debt offey$, to fund our future acquisitions and to payaelsts and other
obligations as they become due. Our ability to cietepand the costs of our future debt transactitemend primarily upon market conditions and ouditmatings.
We have no control over market conditions. Our itnedings depend upon evaluations by credit ratiggncies of our business practices and plansrand,
particular, whether we appear to have the abilitynaintain our earnings and service our debt fupndisligations, to space our debt maturities anselance our
use of equity and debt capital so that our findrmmaformance and leverage ratios afford us flditybio withstand any reasonably anticipatable adeehanges.
We intend to conduct our business activities insaner which will continue to afford us reasonaluleess to capital for investment and financing éitis.
However, there can be no assurance that we wibleto complete any equity or debt offerings @it thur cost of any future public or private finargs will not
increase.

Off Balance Sheet Arrangements

As of December 31, 2013, we had no off hedasheet arrangements that have had or that veetexpuld be reasonably likely to have a futureamiat effect
on our financial condition, changes in financiahdiion, revenues or expenses, results of opemgtiauidity, capital expenditures or capital resmas.

Debt Covenants

Our principal debt obligations at Decem®&y 2013 were: (1) outstanding borrowings undergn&0.0 million unsecured revolving credit facijifg) four
public issuances of unsecured senior notes, imuda) $250.0 million principal amount due 201@atannual interest rate of 4.30%, (b) $200.0 amilprincipal
amount due 2020 at an annual interest rate of 6.7&2$300.0 million principal amount due 2021 atanual interest rate of 6.75% and (d) $350.Cionill
principal amount due 2042 at an annual interestaf5.625%; and (3) $681.6 million aggregate ppacamount of mortgages secured by 51 of our ptisewith
maturity dates from 2014 to 2043. We also havepvaperties encumbered by capital leases totalirdg3shillion at December 31, 2013. We had $100.0ionil
outstanding under our unsecured revolving creditifg@ as of December 31, 2013. Our unsecured sarotes are governed by an indenture. The indefbureur
unsecured senior notes and related supplementsuarrdvolving credit facility contain a number avenants which restrict our ability to incur delisluding
debts secured by mortgages on our properties iessxaf calculated amounts, require us to maintasménum net worth, restrict our ability to makestlibutions
under certain circumstances and generally requitte maintain certain other financial ratios. ADa&fcember 31, 2013, we believe we were in compdiamith all
of the covenants under our indenture and relatpglsments, our revolving credit facility and ouhet debt obligations.

None of our indenture and related supplemeur revolving credit facility or our other dedfiligations contain provisions for acceleratioriehhcould be
triggered by our debt ratings. However, in cert@inumstances, our revolving credit facility uses senior debt rating to determine the fees andntieeest rate
payable by us.

Our public debt indenture and related sepynts contain cross default provisions, whichgareerally triggered upon default of any of our otthebts of at
least $10.0 million or, with respect to certaingsunder such indenture and supplements, highemrssdimilarly, our revolving credit facility caihs a cross
default provision to any other debts of $25.0 millior more that are recourse debts and to any déigs of $75.0 million or more that are non-reseutebts. Our
revolving credit
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facility agreement provides for acceleration of payt of all amounts outstanding upon the occurramcecontinuation of certain events of defaulthsas a
change of control of us, which includes RMR ceasmgct as our business manager and property manage

Related Person Transactions

We have relationships and historical anaticoing transactions with our Trustees, our exgeutfficers, RMR, Five Star, CWH, AIC and othemgoanies to
which RMR provides management services and otlliated with them. For example, we have no empley and personnel and various services we require t
operate our business are provided to us by RMRugntto management agreements; and RMR is ownedibylanaging Trustees. Also, as a further exanvpée,
have relationships with other companies to whichRRpovides management services and which havestsistlirectors and officers who are also trustees,
directors or officers of ours or RMR, includingvEiStar is our former subsidiary, our largest té@end a manager of certain of our senior living oamities, and
we are Five Star's largest stockholder; D&R YonHkdr€ is owned by our executive officers and on@of TRSs subleases a portion of a senior livingroomity
we own to it in order to accommodate certain rezgquints of New York healthcare licensing laws; CWids our former parent and we have engaged in
transactions with CWH from time to time, includiagr acquiring MOBs from CWH; and we, RMR, Five S&@WH and four other companies to which RMR
provides management services each currently ows?d2f AIC, an Indiana insurance company, and wethadther shareholders of AIC have property inscea
in place providing $500.0 million of coverage puastto an insurance program arranged by AIC anl repect to which AIC is a reinsurer of certaimarage
amounts. For further information about these ahémsuch relationships and related person tramsestplease see Note 5 to the Notes to Consolidrteshcial
Statements included in Part IV, Iltem 15 of this AahReport on Form 10-K, which is incorporated hrel®y reference, and the section captioned "Busihasove
in Part |, Item 1 of this Annual Report on Form K0 addition, for more information about thesansactions and relationships and about the rigktslay arise
as a result of these and other related persoraittions and relationships, please see elsewhéhngsidnnual Report on Form 10-K, including "Warning
Concerning Forward Looking Statements" and Pdtem 1A, "Risk Factors." Copies of certain of ogreements with these related parties, includingooisiness
management agreement and property management agreeith RMR, our leases, forms of management agee¢s and related pooling agreements and former
Bridge Loan with Five Star, our agreements with D&Bnkers LLC and its owners, various agreementfiawe entered with CWH and our shareholders
agreement with AIC and its shareholders, are plybdicailable as exhibits to our public filings withe SEC and accessible at the SEC's wehwgitey.sec.gov

We believe that our agreements with RMReFStar, D&R Yonkers LLC and its owners, CWH anAdre on commercially reasonable terms. We also
believe that our relationships with RMR, Five S@&R Yonkers LLC and its owners, CWH and AIC andithaffiliated and related persons and entitiesfiens
and, in fact, provide us with competitive advantgpeoperating and growing our business.

Critical Accounting Policies

Our critical accounting policies are thésat will have the most impact on the reportingof financial condition and results of operationd ¢hose requiring
significant judgments and estimates. We believedhajudgments and estimates are consistentlyiegbphd produce financial information that fairkegents our
results of operations. Our most critical accounpiogicies involve our investments in real propefftiiese policies affect our:

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

. classification of leases.

We allocate the consideration paid, gefecalsh, for our properties among land, building anprovements, identified intangible assets aablilities,
generally consisting of the value of above market laelow market leases, the value of in place kdke value of tenant relationships and the faiue of any
assumed liabilities. Purchase price allocationsthadletermination of useful lives are based onestimates and, under some circumstances, studi@as f
independent real estate appraisal firms to promideket information and evaluations that are relew@our purchase price allocations and deternonatof useful
lives; however, we are ultimately responsible fa purchase price allocations and determinatiarseful lives.

We allocate the consideration to land,diog and improvements based on a determinatioheofdir values of these assets assuming the pyoiseracant.
We determine the fair value of a property usinghods that we believe are similar to those usedhbgpendent appraisers. Purchase price allocaticaisave
market and below market leases are based on theagéstl present value (using an interest rate wigflacts our assessment of the risks associatddtidtleases
acquired) of the difference between (1) the cotti@amounts to be paid pursuant to the in plaasde and (2) our estimate of fair market leass fatethe
corresponding leases, measured over a period &mjthe remaining non-cancelable terms of the ragsmeleases. Purchase price allocations to in pleases and
tenant relationships are determined as the exd€43 the purchase price paid for a property adidiusting existing in place leases to estimatedkataental rates
over (2) the estimated fair value of the propegyfaacant. We aggregate this value between ioepléase values and tenant relationships basedravaluation
of the specific characteristics of each tenanéisde however, the value of tenant relationshipsibabeen separated from in place lease valueuiopperties
because we believe such value and related amastizexpense is immaterial for acquisitions reflddreour historical financial statements. We cossicertain
factors in performing these analyses includingnestés of carrying costs during the expected lepggedods, including real estate taxes, insurancecgher
operating income and expenses and costs to ex&auitar leases in current market conditions, sueleasing commissions, legal and other relatedsctisve
believe the value of tenant relationships are ndter the future, those amounts will be separasdiigcated and amortized over the estimated lifeke
relationships. We recognize the excess, if anyheftonsideration paid over amounts allocatedrtd,lauildings and improvements and identified igiale assets
and liabilities as goodwill.

We compute depreciation expense usingttaght line method over estimated useful livesipfto 40 years for buildings and improvements, @gmdo
12 years for personal property. We do not depredfa allocated cost of land. We amortize capgdliabove market lease values (included in acquéaidestate
leases) as a reduction to rental income over tim@iréng non-cancelable terms of the respectiveslead/e amortize capitalized below market leaseegalu
(presented as acquired real estate lease oblightsnan increase to rental income over the rengaterms of the respective leases. We amortizeahe of in
place leases exclusive of the value of above mam@tbelow market in place leases to expense beaemaining non-cancelable periods of the respetgases.
If a lease is terminated prior to its stated exjwra all unamortized amounts relating to that éeare written off. Purchase price allocations rexjus to make
certain assumptions and estimates. Incorrect astamsm@nd estimates may result in inaccurate dégiies and amortization charges over future periods

We periodically evaluate our propertiesifopairment. Impairment indicators may include denb tenant occupancy, weak or declining tenaofimbility,
cash flow or liquidity, our decision to disposeanf asset before the end of its estimated useéubhfl legislative, market or industry changes¢batd
permanently reduce the value of a property. Iféatbrs of impairment are present,
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we evaluate the carrying value of the related pityd®y comparing it to the expected future undisded cash flows to be generated from that propértiie sum
of these expected future cash flows is less tharcdirying value, we reduce the net carrying valube property to its estimated fair value. Thiglgsis requires
us to judge whether indicators of impairment eaisd to estimate likely future cash flows. If we juéige or estimate incorrectly or if future tenapemtions,
market or industry factors differ from our expeias we may record an impairment charge that igpnapriate or fail to record a charge when we sthtwalve
done so, or the amount of any such charges maydueurate.

Each time we enter a new lease or matgmadidify an existing lease, we evaluate its cléssiion as either a capital or operating lease. dassification of a
lease as capital or operating affects the carryalge of a property, as well as our recognitiomesital payments as revenue. These evaluationsreeggito make
estimates of, among other things, the remaininfuliffe and fair market value of a leased propeagpropriate discount rates and future cash flémerrect
assumptions or estimates may result in misclassiéin of our leases.

These policies involve significant judgnmentade based upon experience, including judgméotst @urrent valuations, ultimate realizable vakstimated
useful lives, salvage or residual value, the abditd willingness of our tenants to perform thdiligations to us, and the current and likely futaperating and
competitive environments in which our properties aperated. In the future, we may need to revisearying value assessments to incorporate infoomavhick
is not now known, and such revisions could increasgecrease our depreciation expense or impairoienges related to properties we own, resultén th
classification of our leases as other than opegdéiases or decrease the carrying values of oetsass

Impact of Inflation

Inflation in the past several years in theted States has been modest. Future inflatiomtiiigve either positive or negative impacts onbusiness. Inflatio
might cause the value of our real estate to inerdasan inflationary environment, the percentag@s which we receive based upon a percentager ééoants'
revenues should increase. Further, inflation maynfiaus to increase rents upon renewal or enterleages above the previous rent amounts for tsedespace.
Offsetting these benefits, inflation might cause cwsts of equity and debt capital and operatirgiscto increase. An increase in our capital casts our
operating costs may result in decreased earninigssiit is offset by increased revenues. In peraidapid inflation, our tenants' or managers' afiag costs may
increase faster than revenues, which may havearsalimpact upon us if our tenants' or managpesabing income from our properties becomes incigffit to
pay our rents or returns. To mitigate the advarggarct of increased tenant financial distress ugonve generally require our tenants to provide guoites for our
rent. To mitigate the adverse impact of any inceda=ost of debt capital in the event of materi#iation, we previously have purchased interest cafeagreemer
and we may enter into additional interest rate beatgangements in the future. The decision to énterthese agreements was and will be based dousafactors
including the amount of our floating rate debt ¢antgling, our belief that material interest rate@ases are likely to occur, the costs of and opeeted benefit
from these agreements and upon requirements df@uowing arrangements.

Impact of Government Reimbursement

As of December 31, 2013, approximately 95%ur NOI was generated from properties where pritya of the NOI is derived from private resourcasd th
remaining 5% of our NOI was generated from properivhere a majority of the NOI was derived from Mark and Medicaid reimbursements. We and our te
operate facilities in many states and participatiederal and state healthcare payment prograrisiding the federal Medicare and state Medicaidymms for
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services in SNFs, hospitals and other similar ittes,, state Medicaid programs for services insisdiliving communities and other federal and stetdthcare
payment programs. Because of the current fededgddwdeficit and other federal spending prioritiesl continued challenging state fiscal conditidshere have
been numerous recent legislative and regulatoigrabr proposed actions with respect to federaibtae rates and state Medicaid rates and fedayathents to
states for Medicaid programs. Examples of thesé adimer information regarding such programs, ao¥iged under the caption "Business—Government
Regulation and Reimbursement"” in this Annual ReporEorm 10K. CMS has issued updated Medicare PPS rates fés ®Mective October 1, 2013, which CI
estimates will result in a net increase of appratity 1.3% in aggregate Medicare payments for SNF3une 2012, the U.S. Supreme Court upheld twjorma
provisions of the ACA—the individual mandate, whiglyuires most Americans to maintain health insceaor to pay a penalty, and the Medicaid expansion,
which requires states to expand their Medicaid o by 2014 to cover all individuals under the afj@5 with incomes not exceeding 133% of the fabler
poverty level. In upholding the Medicaid expansithre Supreme Court held that it violated the U.8ngitution as drafted but remedied the violatigmindifying
the expansion to preclude the Secretary of HHS fndtinholding existing federal Medicaid funds frotates that fail to comply with the Medicaid expamsi
instead allowing the Secretary only to deny new i&d expansion funding. As of December 31, 20B3sthtes have elected not to broaden Medicaidbdligi
and six remain undecided; those states that ukilpahoose not to participate in Medicaid expansudhforgo the federal funds that would otherwise available
for that purpose. We are unable to predict the ohphthese or other recent legislative and regumjagctions or proposed actions with respect tte S#edicaid
rates and the payments to states for Medicaid progmon us.

The ACA includes various provisions affagtMedicare and Medicaid providers, including exgethpublic disclosure requirements for SNFs androth
providers, enforcement reforms and increased funftinMedicare and Medicaid program integrity cohtnitiatives. The ACA has resulted in several s to
existing healthcare fraud and abuse laws, estadlisdditional enforcement tools and funding togbeernment, and provided for increased cooperdtéween
agencies by establishing mechanisms for sharirggrimdtion relating to noncompliance. Furthermore, AICA provides for enhanced criminal and admintstea
penalties for noncompliance. We are unable to ptelde impact on our tenants and our managerseahurance reforms, payment reforms, and heakhcar
delivery systems reforms contained in and to beldged pursuant to the ACA. Expanded insurancdabibiy could provide more paying customers to our
tenants and managers. On the other hand, if thegelsao be implemented under the ACA result in cedypayments for the services that our tenantsior o
managers provide or the failure of Medicare, Meidica insurance payment rates to cover our tenaogts, including the rents and management fe¢shtbg pay
our future financial results could be adversely avaderially affected.

We cannot estimate the type and magnitfideeopotential regulatory changes discussed abmwethey may have a material adverse effect omtfiléy of
our tenants to pay us rent, the profitability of euanaged senior living communities and the vabfesur properties. The changes implemented or to be
implemented could result in the failure of Medicaviedicaid or private payment rates to cover ounwartenants' costs of providing required servioaesidents,
in reductions in payments or other circumstancasdbuld have a material adverse effect on thétybil our tenants to pay rent to us, the profitigbdf our
managed senior living communities and the valuesuofproperties.

Seasonality

Nursing home and assisted living operatimasge historically reflected modest seasonalityrimyfourth quarter holiday periods, residentsuathsfacilities art
sometimes discharged to join in family celebratiand admission decisions are often deferred. Theduarter of each calendar year usually coincidés
increased illness among residents which can resiitreased costs or discharges to
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hospitals. As a result of these factors and otlikese operations sometimes produce greater earmirige second and third quarters of each caleyetarand
lesser earnings in the fourth and first calendarigus. We do not expect these seasonal differéndes/e a material impact upon the ability of tarants to pay
our rent or our ability to fund our managed sefiilong operations or our other businesses. Our M@Bg wellness center business do not typically eepee
seasonality.

Impact of Climate Change

The current political debate about globmhate change has resulted in various treatiess kwd regulations which are intended to limit carbmissions. We
believe these laws being enacted or proposed mese@nergy costs at our properties to increadeeifuture. In an effort to reduce the effects of enxcreased
energy costs in the future, we and our manager, RédRtinuously study ways to improve the energiciificy at all of our properties. RMR is a membkthe
Energy Star Partner program, a joint program oft®. Environmental Protection Agency and the D&partment of Energy which is focused on promoting
energy efficiency and sustainability at commerpialperties through its "ENERGY STAR" label prograand a member of the U.S. Green Building Council, a
nonprofit organization focused on promoting enezfficiency and sustainability at commercial prorthrough its LEED® green building certificategram.
We do not expect the direct impact of these possitdreases in energy costs resulting from lawgyded to address climate change to be materialitoesults of
operations because most of the increased coses aitdly be the responsibility of our tenants diseotlin large part may be passed through by usitdenants as
additional lease payments or, in the longer teroylds be passed through as higher charges paidelyatients, residents and other customers of aepties;
however, increased costs incurred by our managaysaffiect their ability to pay us our minimum retsiand may prevent or reduce any additional retwemay
receive. Although we do not believe it is likelytlre foreseeable future, laws enacted to mitigiteate change may make some of our buildings obsaecause
us to make material investments in our propertiblvcould materially and adversely affect our fio@l condition and results of operations or tmaficial
condition of our tenants or managers and theiitgtid pay rent or returns to us.

There have recently been severe weathitas in different parts of the country that sooteservers believe evidence global climate chaing&yding the
recent Hurricane Sandy that impacted portions efethstern United States in October 2012. Sucheeweather that may result from climate change nzase lan
adverse affect on individual properties we own. Migate these risks by owning a diversified pditf@f properties and by procuring insurance cogerae
believe adequate to protect us from material dasagd losses from such activities. However, tharele no assurance that our mitigation efforts loill
sufficient or that storms that may occur due taifetclimate change or otherwise could not have terahadverse affect on our business.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk.
We are exposed to risks associated wittketahanges in interest rates. We manage our expésthis market risk by monitoring available firceng
alternatives. Other than as described below, wead@urrently foresee any significant changes ineogosure to fluctuations in interest rates dnogw we manag

this exposure in the near future.
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At December 31, 2013, our outstanding fixae debt included the following (dollars in thaods):

Annual

Principal Interest Annual
Interest Interest
Debt Balance™) Rate () Expense Maturity Payments Due
Unsecured senior not: $ 350,000 5.625% $ 19,68¢ 204z Quarterly
Unsecured senior not 300,00( 6.75% 20,25( 2021 Sem-Annually
Unsecured senior not: 250,00( 4.30% 10,75( 201€ Sem-Annually
Unsecured senior not 200,00( 6.75% 13,50( 202C Sem-Annually
Mortgages 292,61: 6.71% 19,63« 201¢ Monthly
Mortgages 87,92¢ 5.924% 5,20¢ 201¢ Monthly
Mortgages 52,00( 5.64% 2,93 201¢ Monthly
Mortgages 45,75 6.54% 2,992 2017 Monthly
Mortgages 36,14¢ 5.83% 2,10 201/ Monthly
Mortgages 30,177 6.015% 1,81t 201t Monthly
Mortgages 12,77 5.66% 722 201t Monthly
Mortgages 12,36¢ 6.25% 772 201¢ Monthly
Mortgages 12,09¢ 6.25% 75€ 201t Monthly
Mortgages 11,46 6.365Y% 73C 201t Monthly
Mortgages 11,24 6.15% 692 2017 Monthly
Mortgages 9,42t 6.73% 634 201¢ Monthly
Mortgages 9,35:¢ 5.95% 557 203¢ Monthly
Mortgages 6,57¢ 5.81% 382 201t Monthly
Mortgages 6,36 5.97% 38C 201¢ Monthly
Mortgages 5,72( 5.86% 33t 2017 Monthly
Mortgages 5,02( 5.65% 284 201t Monthly
Mortgages 4,672 4.38% 204 204: Monthly
Mortgages 4,50z 5.810% 262 201t Monthly
Mortgages 3,444 6.25% 21t 203: Monthly
Mortgages 3,007 7.31% 22C 202z Monthly
Mortgages 2,80t 5.88% 16E 201t Monthly
Mortgages 1,482 7.85% 11€ 202z Monthly
Bonds 14,70( 5.88% 864 2027 Sem-Annually
$ 1,781,62! $ 107,17(

(1)  The principal balances, annual interest rates andal interest expense are the amounts statee iapplicable contracts. In accordance
with GAAP, our carrying values and recorded inteeegpense may differ from these amounts becausedfet conditions at the time we
assumed these debts. This table does not includgbbns under capital lease

No principal repayments are due under mseaured notes or bonds until maturity. Our morgagquire principal and interest payments thraugturity
pursuant to amortization schedules. Because tredsts tear interest at a fixed rate, changes in ebamterest rates during the term of these deltsai affect ou
interest obligations. If these debts were refindreteinterest rates which are 100 basis pointsdrighlower than shown above, our annual interest would
increase or decrease by approximately $17.8 million

Changes in market interest rates wouldcaffee fair value of our fixed rate debt obligapincreases in market interest rates decreadaithealue of our
fixed rate debt, while decreases in market inteasts increase the fair value of our fixed ratetdBased on the balances outstanding at Decenih@033, and
discounted cash flow analyses through the respentiaturity dates, and assuming no other changestiors that may affect the fair value of our fixede debt
obligations, a
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hypothetical immediate 100 basis point changetier@st rates would change the fair value of thddigations by approximately $27.4 million.

Our unsecured senior notes and some ofoutgages contain provisions that allow us to majpayments earlier than the stated maturity datsoine case
we are not allowed to make early repayment pria ¢oitoff date and we are generally allowed to n@k@ayments only at a premium equal to a makeavhol
amount, as defined, which is generally designgatéserve a stated yield to the noteholder. In #st,pve have repurchased and retired some of dstaoding
debts and we may do so again in the future. Themgagment rights and our ability to repurchaseratide outstanding debt may afford us opportunitiesiitigate
the risk of refinancing our debts at maturity atter rates by refinancing prior to maturity.

Our only current floating rate obligaticer® under our $750.0 million unsecured revolvirggddrfacility and we had $100.0 million of borrowgis outstanding
as of December 31, 2013 under that credit facilityr revolving credit facility matures in Janua18, and, subject to our meeting certain conditiorguding
our payment of an extension fee, we have the opti@xtend the stated maturity date by one yedatwary 2019. No principal repayments are requireter our
revolving credit facility prior to maturity, and gpayments may be made, and redrawn subject totmrs]jiat any time without penalty. Borrowings under
revolving credit facility are in U.S. dollars anddr interest at LIBOR plus a premium that is sutfie@djustment based upon changes to our credigsa
Accordingly, we are vulnerable to changes in U@Slad based short term rates, specifically LIBORefe have been recent governmental inquiries regatde
setting of LIBOR, which may result in changes te firocess that could have the effect of increasiB@R. In addition, upon renewal or refinancingafr
revolving credit facility, we are vulnerable to ieases in interest rate premiums due to marketittonsl or our perceived credit risk. Generally hage in intere:
rates would not affect the value of our floatinterdebt but would affect our operating results. fdiewing table presents the impact a 100 basistgocrease in
interest rates would have on our annual floatirtg ircterest expense at December 31, 2013 (dohat®usands).

Impact of Changes in Interest Rate:

Annual

Interest Rate Outstanding Total Interest Earnings per Share
Per Year ) Debt Expense Per Year Impact @
At December 31, 201 1.56% $ 100,000 $ 1,56( $ 0.01
100 basis point increa: 2.56% $ 100,00( $ 2,56( $ 0.01

Q) Weighted based on the outstanding borrowirsgsfecember 31, 2013.

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

The following table presents the impacD8a basis point increase in interest rates woule fmvour annual floating rate interest expenseeaeber 31,
2013 if we had fully drawn our revolving credit filg (dollars in thousands):

Impact of Changes in Interest Rate:

Annual
Interest Rate Outstanding Total Interest Earnings per Share
Per Year 1) Debt Expense Per Year Impact @
At December 31, 201 1.56% $ 750,000 $ 11,70C $ 0.0¢
100 basis point increa: 256% $ 750,000 $ 19,20C $ 0.1c

(1) Weighted based on the outstanding borrowings &ecémber 31, 2013.

2) Based on weighted average number of shares outistafod the year ended December 31, 2(
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The foregoing tables show the impact oiramediate increase in floating interest ratesniéiest rates were to change gradually over tiheeinhpact would
be spread over time. Our exposure to fluctuatiarffoating interest rates will increase or decrdagbe future with increases or decreases in thstanding
amount under our revolving credit facility or otlflerating rate debt. In addition, the foregoingléatioes not reflect interest expense relating éa¢hhm loan, if an
which we may incur pursuant to the $800.0 milli@menitment that we obtained in connection with ogreement to acquire one MOB (two buildings) in
Massachusetts, as described elsewhere in this ARsport on Form 10-K. We expect that term loanvefincur it, to bear interest at LIBOR plus a piem

Although we have no present plans to dsw&omay in the future enter into hedge arrangenfenits time to time to mitigate our exposure to apesin
interest rates.

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

As of the end of the period covered by tkort, our management carried out an evaluatioder the supervision and with the participatiomaf Managing
Trustees, President and Chief Operating OfficerBredsurer and Chief Financial Officer, of the efiieeness of our disclosure controls and procedpuesuant tc
the Exchange Act, Rules 13a-15 and 15d-15. Based tiyat evaluation, our Managing Trustees, Presided Chief Operating Officer and Treasurer ance€hi
Financial Officer concluded that our disclosureteols and procedures are effective.

There have been no changes in our inteoratol over financial reporting during the quareded December 31, 2013 that have materially @ffleor are
reasonably likely to materially affect, our intereantrol over financial reporting.

Management Report on Assessment of Internal ContradDver Financial Reporting

We are responsible for establishing andchiaaiing adequate internal control over financggdarting. Our internal control system is desigreedrovide
reasonable assurance to our management and Bo@rdstées regarding the preparation and fair ptatien of published financial statements. All imefcontrol
systems, no matter how well designed, have inhdiraitaitions. Therefore, even those systems deteethio be effective can provide only reasonablarasse
with respect to financial statement preparation predentation.

Our management assessed the effectivefiess mternal control over financial reporting @sDecember 31, 2013. In making this assessmeumsgid the
criteria set forth by the Committee of Sponsoringaizations of the Treadway Commissionriternal Control—Integrated Framewo(&992 framework). Base
on our assessment, we believe that, as of DeceBih@013, our internal control over financial refpay is effective.

Ernst & Young LLP, the independent registepublic accounting firm that audited our 2013smidated financial statements included in this AalrReport
on Form 10-K, has issued an attestation reportuwrinbernal control over financial reporting. Treport appears elsewhere herein.

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

We have a Code of Conduct that appliedl toua representatives, including our officers arrdstees and employees of RMR. Our Code of Condymsted
on our website, www.snhreit.com. A printed copyaf Code of Conduct is also available free of chaogany person who requests a copy by writingito o
Secretary, Senior Housing Properties Trust, Two tdaWPlace, 255 Washington Street, Suite 300, Newit102458-1634. We intend to disclose any
amendments or waivers to our Code of Conduct agigliicto our principal executive officer, princigimancial officer, principal accounting officer oontroller (or
any person performing similar functions) on our sigh

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

The information required by Item 11 is inporated by reference to our definitive Proxy Stegat.
Iltem 12. Security Ownership of Certain BeneficibOwners and Management and Related Stockholder Métrs.

Equity Compensation Plan Information\We may grant common shares to our officersathdr employees of RMR under our 2012 Equity Corspgan
Plan, or our Share Award Plan. In addition, eacbusfTrustees receives 2,000 shares per year aefgfds annual compensation for serving as a ®eisnd such
shares are awarded under this plan. The termsaofgmade under our Share Award Plan are deterrbindte Compensation Committee of our Board of fees
at the time of the grant. The following table isch$ecember 31, 2013:

Number of securities
remaining available for

Number of securities to be Weighted-average future issuance under our
issued upon exercise of exercise price of equity compensation plan
outstanding options, outstanding options, excluding securities
warrants and rights warrants and rights reflected in column (a)
@) (b) ©
Equity compensation plan approved by
security holder: None. None. 2,819,431
Equity compensation plan not approved by
security holder: None. None. None
Total None. None. 2,819,43%

1) Pursuant to the terms of our Share Award Rfanp event shall the number of shares issuedrumnateplan exceed 3,000,000; 2,819,433
represents the total shares available under onrgrieDecember 31, 2013. Since the Share Awardwésrestablished, 180,567 share
awards have been grant

For additional information regarding payments byal®MR, please see Note 5 to our notes to coretelitifinancial statements included in Part 1V, ItEsrof this
Annual Report on Form 10-K. The remainder of tHferimation required by Item 12 is incorporated bference to our definitive Proxy Statement.
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Item 13. Certain Relationships and Related Trarections, and Director Independence.

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

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

(@) Index to Financial Statements and Financial State¢r@ehedules

The following consolidated financial statams and financial statement schedules of Seniaisidg Properties Trust are included on the pag#isated:

Page
Reports of Ernst & Young LLP, Independent Registekecounting Firnm F-1
Consolidated Balance Sheets as of December 31,284 201: F-3
Consolidated Statements of Income and Comprehehsieene for each of the three years in the period
ended December 31, 20 F-4
Consolidated Statements of Shareholders' Equitgdch of the three years in the period ended
December 31, 201 F-5
Consolidated Statements of Cash Flows for eacheoftiree years in the period ended December 3B F-6
Notes to Consolidated Financial Stateme¢ F-8
Schedule I-Real Estate and Accumulated Depreciation as of Mbee 31, 201 S1

All other schedules for which provisiomigde in the applicable accounting regulations efSEC are not required under the related instnostior are
inapplicable, and therefore have been omitted.

(b) Exhibits

Elfr'::ggr Description
2.1 Real Estate Purchase and Sale Agreement, datédd-abruary 10, 2014, between Fifty Northern
Avenue LLC and Eleven Fan Pier Boulevard LLC, al(eBeand Senior Housing Properties Trust, as
Purchaser (with respect to the properties locatt&® &orthern Avenue and 11 Fan Pier Boulevard,
Boston, MA) (incorporated by reference to the ConymCurrent Report on Form 8-K dated February 10,
2014.)

3.1 Composite Copy of Amended and Restated Declarafidmust, dated September 20, 1999, as amended to
date. (Incorporated by reference to the Company&®rly Report on Form 10-Q for the quarter ended
September 30, 201z

3.2 Articles Supplementary dated May 11, 2000. (Incaaped by reference to the Company's Quarterly R
on Form 1-Q for the quarter ended March 31, 2000, File Nunflfd-15319.)

3.2 Articles Supplementary dated March 10, 2004. (Ipooated by reference to the Company's Registration
Statement on Form-A dated March 18, 2004, File Number +15319.)

3.4 Certificate of Correction dated March 29, 2004c(@rporated by reference to the Company's Quarterly
Report on Form 1-Q for the quarter ended March 31, 2004, File Nunti§d-15319.)

3.E Amended and Restated Bylaws of the Company, addfgbcuary 14, 2012. (Incorporated by reference to
the Company's Current Report on For-K dated June 29, 201:
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Exhibit
Number

Description

4.1

4.2

4.4

4.€

4.€

8.1

10.1

10.2

10.5

10.¢

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

Indenture, dated as of December 20, 2001, betwee@ompany and State Street Bank and Trust
Company. (Incorporated by reference to the CompaRgyistration Statement on Form S-3, File No. 333-
76588.)

Supplemental Indenture No. 4, dated as of Aprd®,0, between the Company and U.S. Bank National
Association, related to 6.75% Senior Notes due 2D@0uding form thereof. (Incorporated by refererio
the Company's Quarterly Report on Forn-Q for the quarter ended March 31, 20!

Supplemental Indenture No. 5, dated as of Janu&argdll, between the Company and U.S. Bank Na
Association, related to 4.30% Senior Notes due 2Dibtuding form thereof. (Incorporated by refererio
the Company's Annual Report on Forn-K for the year ended December 31, 20:

Supplemental Indenture No. 6, dated as of Dece®\i2011, between the Company and U.S. Bank
National Association, related to 6.75% Senior Nakes 2021, including form thereof. (Incorporatec
reference to the Company's Annual Report on For-K for the year ended December 31, 20:

Supplemental Indenture No. 7, dated as of Jul\20202, between the Company and U.S. Bank National
Association, related to 5.625% Senior Notes due2i%luding form thereof (Incorporated by refererc
the Company's Registration Statement on Fc-A dated July 20, 2012

Rights Agreement, dated as of March 10, 2004, betvtee Company and EquiServe Trust Company,
(Incorporated by reference to the Company's CuiReport on Form 8-K dated March 10, 2004, File
Number 00-15319.)

Appointment of Successor Rights Agent, dated d3ezfember 13, 2004, between the Company and Wells
Fargo Bank, National Association. (Incorporated-digrence to the Company's Current Report on Ferm 8
K dated December 13, 2004, File Number-15319.)

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

Amended and Restated Business Management Agreedated, as of December 23, 2013, between the
Company and Reit Management & Research LLC.(+)ofiparated by reference to the Company's Current
Report on Form-K dated December 23, 201:

Amended and Restated Property Management Agreedeet] as of January 7, 2010, between Reit
Management & Research LLC and the Company.(+) (paated by reference to the Company's Current
Report on Form-K dated January 13, 201(

First Amendment to Amended and Restated Propertyaglament Agreement, dated as of January 14,
2011, between Reit Management & Research LLC amc€Cttmpany.(+) (Incorporated by reference to the
Company's Annual Report on Form-K for the year ended December 31, 20:

Second Amendment to Amended and Restated Propemyadement Agreement, dated as of Decemb
2012, between Reit Management & Research LLC amdCttimpany.(+) (Incorporated by reference to the
Company's Current Report on Fori-K dated December 11, 201:
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Exhibit
Number

Description

10.5

10.€

10.7

10.€

10.1C

10.11

10.12

10.1:

10.1¢

10.1¢

10.1¢€

10.1%

10.1¢

1999 Incentive Share Award Plan.(+) (Incorpordigdeference to the Company's Registration Stateme
on Form 11 (Preeffective Amendment No. 2), File No. -69703.)

Amendment to the 1999 Incentive Share Award Plarfl(eorporated by reference to the Company's
Quarterly Report on Form -Q for the quarter ended June 30, 2003, File NurGbé-15319.)

2003 Incentive Share Award Plan.(+) (Incorporateddference to the Company's Quarterly Report on
Form 1(-Q for the quarter ended June 30, 2003, File Nurdbg-15319.)

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

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

Form of Restricted Share Agreement.(+) (Incorpatréte reference to the Company's Quarterly Report on
Form 1(-Q for the quarter ended September 30, 2C

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

Summary of Trustee Compensation.(+) (Incorporateteberence to the Company's Current Report on
Form &K dated May 9, 2013

Transaction Agreement, dated September 21, 1998eba HRPT Properties Trust (now known as
CommonWealth REIT) and the Company. (Incorporatedeference to CommonWealth REIT's Current
Report on Form-K dated October 12, 1999, File Number -15319.)

First Amendment to Transaction Agreement, dateaf &ay 5, 2008, between HRPT Properties Trust and
the Company. (Incorporated by reference to the Gmyg Current Report on Form 8-K dated May 9,
2008, File Number 0(-15319.)

Transaction Agreement, dated December 7, 2001, gritenCompany, certain subsidiaries of the
Company party thereto, Five Star Quality Care,,loertain subsidiaries of Five Star Quality Cane. |
party thereto, FSQ, Inc., Hospitality Propertieasty HRPT Properties Trust and Reit Management &
Research LLC. (Incorporated by reference to the @omw's Current Report on Form 8-K dated
December 13, 2001, File Number -15319.)

Credit Agreement, dated as of June 24, 2011, arttan@ompany, Wells Fargo Bank, National
Association, as Administrative Agent, and eachhefdther financial institutions initially a signajo
thereto. (Incorporated by reference to the CompgaB@yrrent Report on Forn-K dated June 27, 2011

First Amendment to Credit Agreement, dated as pt&aber 4, 2013, among the Company, Wells Fargo
Bank, National Association, as Administrative Ageaard each of the other financial institutions part
thereto. (Incorporated by reference to the CompgaByrrent Report on Form 8-K dated September 4,
2013.)

Master Credit Facility Agreement, dated as of Aughy2009, between SNH FM Financing LLC and
Citibank, N.A., and acknowledged and agreed to i &M Financing Trust and Ellicott City Land

I, LLC. (Incorporated by reference to the Compaytgrterly Report on Form 10-Q for the quarter ende
June 30, 2009
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Exhibit
Number

Description

10.1¢

10.2(

10.21

10.22

10.2¢

10.2¢

10.2¢

10.2¢

10.2%

10.2¢

Amendment No. 1 to Master Credit Facility Agreemelated as of February 1, 2010 and executed on or
about May 27, 2010, among SNH FM Financing LLCjk@2ibk, N.A. and Fannie Mae, and acknowledged
and agreed to by SNH FM Financing Trust and EHi@ity Land I, LLC. (Incorporated by reference et
Company's Quarterly Report on Fornm-Q for the quarter ended June 30, 20.

Amendment No. 2 to Master Credit Facility Agreemelatted as of August 31, 2012, among SNH FM
Financing LLC, Citibank, N.A. and Fannie Mae, an#irowledged and agreed to by SNH FM Financing
Trust, Ellicott City Land I, LLC and the Companin¢orporated by reference to the Company's Qugrterl
Report on Form 1-Q for the quarter ended September 30, 2C

Key Principal Guaranty and Indemnity Agreementedads of August 4, 2009, by the Company for the
benefit of Citibank, N.A. (Incorporated by refererto the Company's Quarterly Report on Form 10+Q fo
the quarter ended June 30, 20(

Amended and Restated Master Lease Agreement (INeasE), dated as of August 4, 2009, among certain
subsidiaries of the Company, as Landlord, and Biee Quality Care Trust, as Tenant. (Incorporated b
reference to the Company's Quarterly Report on Fi-Q for the quarter ended June 30, 20!

Partial Termination of and First Amendment to Ametiéind Restated Master Lease Agreement (Lease
No. 1), dated as of October 1, 2009, among cestatisidiaries of the Company, as Landlord, and Biee
Quality Care Trust, as Tenant. (Incorporated bgnexice to the Company's Quarterly Report on Form 10
Q for the quarter ended September 30, 2C

Second Amendment to Amended and Restated Masteel&greement (Lease No. 1), dated as of
November 17, 2009, among certain subsidiariesefdbmpany, as Landlord, and Five Star Quality (
Trust, as Tenant. (Incorporated by reference t&hvmpany's Annual Report on Form 10-K for the year
ended December 31, 200

Third Amendment to Amended and Restated Masterd_Agseement (Lease No. 1), dated as of
December 10, 2009, among certain subsidiariesso€tbmpany, as Landlord, and Five Star Quality Care
Trust, as Tenant. (Incorporated by reference t@mmpany's Annual Report on Form 10-K for the year
ended December 31, 200

Partial Termination of and Fourth Amendment to Adethand Restated Master Lease Agreement (Lease
No. 1), dated as of August 1, 2010, among certaisigliaries of the Company, as Landlord, and Fiee
Quality Care Trust, as Tenant. (Incorporated bgnexice to the Company's Quarterly Report on Form 10
Q for the quarter ended September 30, 2C

Fifth Amendment to Amended and Restated Masterd @ageement (Lease No. 1), dated as of May 1,
2011, among certain subsidiaries of the Companiaasdiord, and Five Star Quality Care Trust, as
Tenant. (Incorporated by reference to the Compa@ytsent Report on Forn-K dated June 27, 2011

Partial Termination of and Sixth Amendment to Amethéind Restated Master Lease Agreement (Lease
No. 1), dated as of June 1, 2011, among certaisidialbies of the Company, as Landlord, and Five
Quality Care Trust, as Tenant. (Incorporated bgnexice to the Company's Current Report on Form 8-K
dated June 27, 201!
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Exhibit
Number

Description

10.2¢

10.3(

10.31

10.32

10.3¢

10.3¢

10.3¢

10.3¢

10.3%

10.3¢

Seventh Amendment to Amended and Restated Miastse Agreement (Lease No. 1), dated as of
June 20, 2011, among certain subsidiaries of thag@ay, as Landlord, and Five Star Quality Care {Trus
as Tenant. (Incorporated by reference to the Cogip&urrent Report on Forn-K dated June 27, 2011

Eighth Amendment to Amended and Restated Mastesd_&greement (Lease No. 1), dated as of
August 31, 2012, among certain subsidiaries odbmpany, as Landlord, and Five Star Quality Care
Trust, as Tenant. (Incorporated by reference t@mmpany's Quarterly Report on Form 10-Q for the
guarter ended September 30, 20:

Partial Termination of and Ninth Amendment to Ameddnd Restated Master Lease Agreement (Lease
No. 1), dated as of August 1, 2013, among certaisigliaries of the Company, as Landlord, and Fiee
Quality Care Trust, as Tenant. (Incorporated bgnefce to the Company's Quarterly Report on Form 10
Q for the quarter ended September 30, 2C

Partial Termination of and Tenth Amendment to Amreshdnd Restated Master Lease Agreement (Lease
No. 1), dated as of January 22, 2014, among cestdisidiaries of the Company, as Landlord, and
Star Quality Care Trust, as Tenant. (Filed herey

Amended and Restated Guaranty Agreement (Leas#&)Ndated as of August 4, 2009, made by Five Star
Quality Care, Inc., as Guarantor, for the bendfitartain subsidiaries of the Company, relatingh®
Amended and Restated Master Lease Agreement (INeasE), dated as of August 4, 2009, among certain
subsidiaries of the Company, as Landlord, and Biee Quality Care Trust, as Tenant. (Incorporated b
reference to the Company's Quarterly Report on Fii-Q for the quarter ended June 30, 20!

Amended and Restated Master Lease Agreement (INeas®), dated as of August 4, 2009, among certain
subsidiaries of the Company, as Landlord, and icestzbsidiaries of Five Star Quality Care, Inc., as
Tenant. (Incorporated by reference to the Compadyarterly Report on Form 10-Q for the quarter eénde
June 30, 2009

Partial Termination of and First Amendment to Ametiéind Restated Master Lease Agreement (Lease
No. 2), dated as of November 1, 2009, among cestatisidiaries of the Company, as Landlord, andaie
subsidiaries of Five Star Quality Care, Inc., agdrg. (Incorporated by reference to the Compangtsuél
Report on Form 1-K for the year ended December 31, 20!

Partial Termination of and Second Amendment to Adeehand Restated Master Lease Agreement (Lease
No. 2), dated as of August 1, 2010, among certaldsigliaries of the Company, as Landlord, and ag
subsidiaries of Five Star Quality Care, Inc., andrg. (Incorporated by reference to the Company's
Quarterly Report on Form -Q for the quarter ended September 30, 2C

Third Amendment to Amended and Restated Masterd_Agseement (Lease No. 2), dated as of June 20,
2011, among certain subsidiaries of the Companiaadiord, and certain subsidiaries of Five Staal@y
Care, Inc., as Tenant. (Incorporated by refereadke Company's Current Report on Form 8-K dated
June 27, 2011

Fourth Amendment to Amended and Restated Mastesd_8greement (Lease No. 2), dated as of July 22,
2011, among certain subsidiaries of the Companiaasdiord, and certain subsidiaries of Five Staal@y
Care, Inc., as Tenant. (Incorporated by refereadke Company's Quarterly Report on Form 10-QHer t
quarter ended June 30, 201
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Exhibit
Number

Description

10.3¢

10.4(

10.41

10.42

10.4:

10.4¢

10.4¢

10.4¢

10.43

Fifth Amendment to Amended and Restated Masterd dageement (Lease No. 2), dated as of Augus
2012, among certain subsidiaries of the Companiaasiord, and certain subsidiaries of Five Staal®y
Care, Inc., as Tenant. (Incorporated by refereadke Company's Quarterly Report on Form 10-QHer t
quarter ended September 30, 20:

Partial Termination of and Sixth Amendment to Amethéind Restated Master Lease Agreement (Lease
No. 2), dated as of September 19, 2013, amongiceatasidiaries of the Company, as Landlord,

certain subsidiaries of Five Star Quality Care, ,las Tenant. (Incorporated by reference to the gzmy's
Current Report on Forr-K dated September 19, 201

Amended and Restated Guaranty Agreement (Leas2)Ndated as of August 4, 2009, made by Five Star
Quality Care, Inc., as Guarantor, for the bendfitartain subsidiaries of the Company, relatingh®
Amended and Restated Master Lease Agreement (INeas®), dated as of August 4, 2009, among certain
subsidiaries of the Company, as Landlord, and icesizbsidiaries of Five Star Quality Care, Inc., as
Tenant. (Incorporated by reference to the Compdwyarterly Report on Form 10-Q for the quarter ehde
June 30, 2009

Amended and Restated Master Lease Agreement (INeasé), dated as of August 4, 2009, among certain
subsidiaries of the Company, as Landlord, and icestzbsidiaries of Five Star Quality Care, Inc., as
Tenant. (Incorporated by reference to the Compad@yarterly Report on Form 10-Q for the quarter ende
June 30, 2009

First Amendment to Amended and Restated Masterd_8gseement (Lease No. 4), dated as of October 1,
2009, among certain subsidiaries of the Companiaasiord, and certain subsidiaries of Five Staaldy
Care, Inc., as Tenant. (Incorporated by refereadbe Company's Annual Report on Form 10-K for the
year ended December 31, 20C

Partial Termination of and Second Amendment to Adeehand Restated Master Lease Agreement (Lease
No. 4), dated as of May 1, 2011, among certainididgsges of the Company, as Landlord, and cet
subsidiaries of Five Star Quality Care, Inc., agdrg. (Incorporated by reference to the Companytsedi
Report on Form-K dated June 27, 2011

Third Amendment to Amended and Restated Masterd_Agseement (Lease No. 4), dated as of June 20,
2011, among certain subsidiaries of the Companiaadiord, and certain subsidiaries of Five Staal@y
Care, Inc., as Tenant. (Incorporated by refereadkde Company's Current Report on Form 8-K dated
June 27, 2011

Fourth Amendment to Amended and Restated Mastesd_8greement (Lease No. 4), dated as of
August 31, 2012, among certain subsidiaries oftbmpany, as Landlord, and certain subsidiaries\a F
Star Quality Care, Inc., as Tenant. (Incorporateddference to the Company's Quarterly Report on
Form 1(-Q for the quarter ended September 30, 2C

Amended and Restated Guaranty Agreement (Leasé)Ndated as of August 4, 2009, made by Five Star
Quality Care, Inc., as Guarantor, for the bendfitastain subsidiaries of the Company, relatingh®
Amended and Restated Master Lease Agreement (INeas#), dated as of August 4, 2009, among certain
subsidiaries of the Company, as Landlord, and icesizbsidiaries of Five Star Quality Care, Inc., as
Tenant. (Incorporated by reference to the Compa@yarterly Report on Form 10-Q for the quarter ende
June 30, 2009
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Exhibit
Number

Description

10.4¢

10.4¢

10.5C

10.51

10.52

10.5¢

10.5¢

10.5¢

10.5¢

Amended and Restated Master Lease Agreement] datef August 4, 2009, among SNH FM
Financing LLC, SNH FM Financing Trust and Ellic@ity Land I, LLC, as Landlord, and FVE FM
Financing, Inc., as Tenant. (Incorporated by refeeeto the Company's Quarterly Report on Forn@1for
the quarter ended June 30, 20(

Amendment No. 1 to Amended and Restated MastereL&geeement, dated as of August 4, 2009, among
SNH FM Financing LLC, SNH FM Financing Trust andi¢gtt City Land I, LLC, as Landlord, and FVE
FM Financing, Inc., as Tenant. (Incorporated berefice to the Company's Quarterly Report on Form 10
Q for the quarter ended June 30, 20

Partial Termination of and Amendment No. 2 to Amexhdnd Restated Master Lease Agreement, dated as
of August 31, 2012, among SNH FM Financing LLC, SRM Financing Trust and Ellicott City Land I,

LLC, as Landlord, and FVE FM Financing, Inc., @an@nt. (Incorporated by reference to the Company's
Quarterly Report on Form -Q for the quarter ended September 30, 2C

Amended and Restated Guaranty Agreement, datelfagyast 4, 2009, made by Five Star Quality

Care, Inc., as Guarantor, for the benefit of SNH Fklncing LLC, SNH FM Financing Trust and Ellicott
City Land I, LLC, relating to the Amended and RéstiaMaster Lease Agreement, dated as of August 4,
2009, among SNH FM Financing LLC, SNH FM Financirrgst and Ellicott City Land I, LLC, as
Landlord, and FVE FM Financing, Inc., as Tenantc@rporated by reference to the Company's Quarterly
Report on Form 1-Q for the quarter ended June 30, 20!

Lease Realignment Agreement, dated as of Augud@9, among the Company and certain of its
subsidiaries, and Five Star Quality Care, Inc. egrtiain of its subsidiaries. (Incorporated by refee to
the Company's Quarterly Report on Forn-Q for the quarter ended June 30, 20!

Amended and Restated Shareholders Agreement, ete@1, 2012, among Affiliates Insurance
Company, Five Star Quality Care, Inc., HospitaRtpperties Trust, CommonWealth REIT, the Company,
TravelCenters of America LLC, Reit Management & &ash LLC, Government Properties Income Trust
and Select Income REIT. (Incorporated by referendbe Company's Quarterly Report on Form 10-Q for
the quarter ended June 30, 20:

Amended and Restated Pooling Agreement No. 1, dastober 30, 2012, between FVE Managers, Inc.
and certain subsidiaries of the Company, amendidgestating the Pooling Agreement, dated as of
May 12, 2011, between such parties. (Incorporajectference to the Company's Quarterly Report on
Form 1(-Q for the quarter ended September 30, 2C

Pooling Agreement No. 2, dated October 30, 2018yden FVE Managers, Inc. and certain subsidiar
the Company. (Incorporated by reference to the Gay's Quarterly Report on Form 10-Q for the quarter
ended September 30, 201

Representative form of Accession Agreement, daseaf &lovember 1, 2012, by SNH SE Tenant TRS,
in favor of FVE Managers, Inc., relating to Poolidgreement No. 2, dated as of October 30, 2012,
between FVE Managers, Inc. and certain subsidiafi¢se Company. (Incorporated by reference to the
Company's Quarterly Report on Fornm-Q for the quarter ended September 30, 2C
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Exhibit
Number

Description

10.57

12.1

211

23.1

23.2

31.1

31.z

31.:

31.4

32.1

99.1

99.2

99.:

99.4

99.5

99.€

99.7

99.¢

Representative form of Management Agreement fastskliving communities, dated as of May 12, 2(
between FVE Managers, Inc., as Manager, and SNB8lhgton Tenant LLC, as Owner. (Incorporated
by reference to the Company's Current Report omR-K dated May 13, 2011

Computation of Ratio of Earnings to Fixed ChargEged herewith.’

Subsidiaries of the Company. (Filed herewi

Consent of Ernst & Young LLP. (Filed herewit

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

Rule 13«14(a) Certification. (Filed herewith

Rule 13~14(a) Certification. (Filed herewith

Rule 13~14(a) Certification. (Filed herewith

Rule 13«14(a) Certification. (Filed herewith

Section 1350 Certification. (Furnished herewi

Master Lease Agreement, dated as of Septembel08, 2éhong certain subsidiaries of the Company, as
Landlord, and Five Star Quality Care-RMI, LLC, aan@int. (Incorporated by reference to the Company's

Annual Report on Form -K for the year ended December 31, 2008, File Nurdbd-15319.)

Guaranty Agreement, dated as of September 1, 2088¢ by Five Star Quality Care, Inc., for the bégnef
of certain subsidiaries of the Company. (Incorpeddiy reference to the Company's Annual Report on
Form 1(-K for the year ended December 31, 2008, File Nurdibd-15319.)

Lease Agreement, dated as of June 20, 2011, bet3NEINLTA SE McCarthy New Bern LLC, as
Landlord, and FVE SE McCarthy New Bern LLC, as Treénéincorporated by reference to the Company's
Current Report on Forr-K dated June 27, 2011

Guaranty Agreement, dated as of June 20, 2011, Riee Star Quality Care, Inc. in favor of SNH/LTA
McCarthy New Bern LLC. (Incorporated by referenagite Company's Current Report on Forrd 8ated
June 27, 2011

Lease Agreement, dated as of June 23, 2011, bet8NEILTA SE Wilson LLC, as Landlord, and FVE
SE Wilson LLC, as Tenant. (Incorporated by refeesticthe Company's Current Report on Form 8-K
dated June 27, 201:

Guaranty Agreement, dated as of June 23, 2011, Riee Star Quality Care, Inc. in favor of SNH/LTA
Wilson LLC. (Incorporated by reference to the Comps Current Report on Form 8-K dated June 27,
2011.)

Registration Rights Agreement, dated as of Augug089, between Five Star Quality Care, Inc. ard th
Company. (Incorporated by reference to the Comga@uarterly Report on Form 10-Q for the quarter
ended June 30, 200¢

Operations Transfer Agreement, dated as of MaypQ®2, among FVE Managers, Inc., certain subsidi
of Sunrise Senior Living, Inc. and certain subgiesof the Company. (Incorporated by referencié¢o
Company's Current Report on For-K dated May 29, 2012
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Exhibit
Number

Description

99.¢

99.1(

99.11

99.1-

99.1¢

101.1

Pooling Agreement, dated August 31, 2012, betvdda IL Managers, Inc. and certain subsidiariethef
Company. (Incorporated by reference to the Comga@uarterly Report on Form 10-Q for the quarter
ended September 30, 201

Representative form of Management Agreement foepeddent living communities, dated as of
December 15, 2011, between FVE IL Managers, IcManager, and SNH IL Properties Trust, as Owner.
(Incorporated by reference to the Company's AnRegdort on Form 10-K for the year ended

December 31, 2011

Sublease Agreement, dated as of August 31, 201®eba SNH Yonkers Tenant Inc., as Sublessor, and
D&R Yonkers LLC, as Subtenant. (Incorporated byrefice to the Company's Quarterly Report on
Form 1(-Q for the quarter ended September 30, 2C

Management Agreement, dated as of August 31, 2ieen FVE Managers, Inc., as Manager, and
D&R Yonkers LLC, as Licensee. (Incorporated by refeee to the Company's Quarterly Report on
Form 1(-Q for the quarter ended September 30, 2C

Representative form of Indemnification Agreemented as of August 31, 2012, relating to D&R
Yonkers LLC. (Incorporated by reference to the Canmys Quarterly Report on Form 10-Q for the quarter
ended September 30, 201

The following materials from the Company's AnnuapRrt on Form 10-K for the year ended
December 31, 2013 formatted in XBRL (eXtensibleiBass Reporting Language): (i) the Consolidated
Balance Sheets, (ii) the Consolidated Statemenitscoime and Comprehensive Income, (iii) the
Consolidated Statements of Shareholders' Equitytl{e Consolidated Statements of Cash Flows, and
(v) related notes to these financial statemengged as blocks of text and in detail. (Filed hetbyy

*)

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

We have audited the accompanying consolidated balsineets of Senior Housing Properties Trust @ueripany”) as of December 31, 2013 and 2012, and the
related consolidated statements of income and celmemisive income, shareholders' equity, and casfs flor each of the three years in the period ended
December 31, 2013. Our audits also included thenfifal statement schedule listed in the Indexeah 115(a). These financial statements and schedeline
responsibility of the Company's management. Oyramesibility is to express an opinion on these foiahstatements and schedule based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamlaUnited States). Those standards require thgilan
and perform the audit to obtain reasonable assarabout whether the financial statements are freeaterial misstatement. An audit includes exangnon a tes
basis, evidence supporting the amounts and diselesn the financial statements. An audit alsoudek assessing the accounting principles usedigmificcant
estimates made by management, as well as evalihgrayerall financial statement presentation. \&kelie that our audits provide a reasonable basisur
opinion.

In our opinion, the financial statements refermadlbove present fairly, in all material respedts,¢onsolidated financial position of Senior HogdRroperties
Trust at December 31, 2013 and 2012, and the ddased results of its operations and its cash flawgach of the three years in the period endeckBder 31,
2013, in conformity with U.S. generally acceptedamting principles. Also, in our opinion, the ftel@ financial statement schedule, when considereelation tc
the basic financial statements taken as a whotsents fairly in all material respects the inforioraset forth therein.

We also have audited, in accordance with the stasds the Public Company Accounting Oversight Bio@snited States), Senior Housing Properties Tgust'
internal control over financial reporting as of Beter 31, 2013, based on criteria establishedt@mial Control—Integrated Framework issued by tben@ittee
of Sponsoring Organizations of the Treadway Comimis€l992 framework) and our report dated MarcB®L4 expressed an unqualified opinion thereon.

/sl Ernst & Young LLP

Boston, Massachusetts
March 3, 2014
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Trustees and Shareholders of Senior Hol&iogerties Trust:

We have audited Senior Housing Properties TrugtEsnal control over financial reporting as of Dextxer 31, 2013, based on criteria established il
Control—Integrated Framework issued by the CommitteSponsoring Organizations of the Treadway Cossion (1992 framework) (the COSO criteria). Senior
Housing Properties Trust's management is resp@nfbimaintaining effective internal control overdncial reporting, and for its assessment of ffecéveness

of internal control over financial reporting incledlin Item 9A of Senior Housing Properties Truatmual Report on Form 10-K under the heading Maneagye
Report on Assessment of Internal Control Over FirerReporting. Our responsibility is to expressoamion on the company's internal control oveafiaial
reporting based on our audit.

We conducted our audit in accordance with the stededof the Public Company Accounting Oversightf8d&nited States). Those standards require thailare
and perform the audit to obtain reasonable assarabgut whether effective internal control oveafinial reporting was maintained in all materiapegts. Our
audit included obtaining an understanding of irtéoontrol over financial reporting, assessingrtbk that a material weakness exists, testing aatliating the
design and operating effectiveness of internalrobiiased on the assessed risk, and performingathen procedures as we considered necessary in the
circumstances. We believe that our audit provide=saaonable basis for our opinion.

A company's internal control over financial repagtis a process designed to provide reasonablesassuregarding the reliability of financial repogt and the
preparation of financial statements for externappses in accordance with generally accepted at¢icmuprinciples. A company's internal control ovVieancial
reporting includes those policies and proceduras(th) pertain to the maintenance of records thagasonable detail, accurately and fairly reftbettransactions
and dispositions of the assets of the companypr@jide reasonable assurance that transactionse@eded as necessary to permit preparation oféiaa
statements in accordance with generally acceptealating principles, and that receipts and expenekt of the company are being made only in accaslaith
authorizations of management and directors of ¢mepany; and (3) provide reasonable assurance lieggscevention or timely detection of unauthorized
acquisition, use, or disposition of the compang&ets that could have a material effect on then@irzd statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or détaisstatements. Also, projections of any evatuatf
effectiveness to future periods are subject taigiethat controls may become inadequate becauskasfges in conditions, or that the degree of campé with
the policies or procedures may deteriorate.

In our opinion, Senior Housing Properties Trustmtained, in all material respects, effective ingrontrol over financial reporting as of DecemBg&r 2013,
based on the COSO criteria.

We also have audited, in accordance with the stasdz the Public Company Accounting Oversight Bo@snited States), the 2013 consolidated financial
statements of Senior Housing Properties Trust amdeport dated March 3, 2014 expressed an ungdatipinion thereon.

/sl Ernst & Young LLP

Boston, Massachusetts
March 3, 2014
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SENIOR HOUSING PROPERTIES TRUST
CONSOLIDATED BALANCE SHEETS
(IN THOUSANDS, EXCEPT SHARE AMOUNTS)

December 31

2013 2012
ASSETS
Real estate propertie
Land $ 623,75t $ 599,31
Buildings, improvements and equipmt 4,639,86! 4,420,30:
5,263,62! 5,019,61!
Less accumulated depreciati 840,76( 714,68
4,422,86! 4,304,92
Cash and cash equivalel 39,23: 42,38:
Restricted cas 12,51« 9,432
Investments in available for sale securi 29,07¢ 25,171
Deferred financing fees, n 27,97t 29,41(
Due from affiliate 19,61¢ 18,33:
Acquired real estate leases and other intangilsietasne 103,49: 113,98¢
Other asset 109,88¢ 204,35t
Total asset $ 4,764,661 $ 4,748,00:
LIABILITIES AND SHAREHOLDERS' EQUITY
Unsecured revolving credit facilit $ 100,00 $ 190,00(
Senior unsecured notes, net of discc 1,093,33 1,092,05:
Secured debt and capital lea 699,42° 724,47
Accrued interes 15,83¢ 15,757
Due to affiliate 11,87¢ 11,527
Assumed real estate lease obligations 12,52¢ 13,48:
Other liabilities 54,67( 54,13¢
Total liabilities 1,987,67 2,101,43.
Commitments and contingenci
Shareholders' equit
Common shares of beneficial interest, $.01 parezal@9,700,000 shares
authorized, 188,167,643 and 176,553,600 sharesdssud outstanding at
December 31, 2013 and 2012, respecti 1,881 1,76t
Additional paid in capita 3,497,59! 3,233,35.
Cumulative net incom 1,194,98! 1,043,82.
Cumulative other comprehensive inco 8,412 4,56:
Cumulative distribution (1,925,87)) (1,636,93)
Total shareholders' equi 2,776,98 2,646,56!
Total liabilities and shareholders' equ $ 4,764,661 $ 4,748,00:

See accompanying notes.
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SENIOR HOUSING PROPERTIES TRUST

CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE

(AMOUNTS IN THOUSANDS, EXCEPT PER SHARE DATA)

INCOME

Year Ended December 31

2013 2012 2011
Revenues
Rental income $ 459,38( $ 450,76¢ $ 412,18(
Residents fees and servic 302,05¢ 184,03: 27,85:
Total revenue 761,43t 634,80( 440,03:
Expenses
Property operating expens 299,87¢ 197,69¢ 65,40(
Depreciatior 153,02¢ 139,04: 110,95¢
General and administratiy 32,657 31,517 26,04:
Acquisition related cost 3,37¢ 9,39 12,23¢
Impairment of asse! 7,98¢ 3,071 1,99(
Total expense 496,92¢ 380,72( 216,62¢
Operating incom 264,51( 254,08( 223,40:
Interest and other incon 711 1,117 1,451
Interest expens (117,819 (117,240 (98,267)
Loss on early extinguishment of de (797) (6,349) (427)
Gain on lease terminatiol — 37¢ —
Income from continuing operations before incomeergense and equity
in earnings of an investe 146,60" 131,98! 126,16
Income tax expens (60C) (37%) (312)
Equity in earnings of an invest 334 31€ 13¢
Income from continuing operatiol 146,33¢ 131,92« 125,99:
Discontinued operation
Income from discontinued operatic 5,04: 4,061 4,11z
Loss on asset impairment from discontinued opara (37,610) — —
Income before gain (loss) on sale of propel 113,77: 135,98! 130,10«
Gain (loss) on sale of properti 37,39: (107) 21,31t
Net income 151,16 135,88 151,41¢
Other comprehensive incomr
Change in net unrealized gain / loss on investn 3,901 8,31 (17,387)
Share of comprehensive (loss) income of an inve (51) 22 75
Comprehensive incomnr $ 155,01: $ 144,21¢ $ 134,11:
Weighted average shares outstanc 187,25: 169,17¢ 149,57
Net income per shar
Income from continuing operations per sh $ 0.9¢ $ 0.7¢ $ 0.9¢
(Loss) income from discontinued operations pere (0.19) 0.0z 0.0
Net income per shal $ 0.81 $ 0.8C $ 1.01

See accompanying notes.
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SENIOR HOUSING PROPERTIES TRUST
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
(DOLLARS IN THOUSANDS)

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

Balance at

December 31

2010: 141,854,65 $ 1,41¢ $2,510,37. $ 756,51¢ $ (1,153,86) $ 13,53¢ $2,127,97
Comprehensive

income — — — 151,41¢ — (17,309 134,11:
Distributions — — — — (223,529 — (223,529
Issuance of

shares 20,700,00 207 432,02t — — — 432,23
Share grant 91,38¢ 1 1,81 — — — 1,81«
Balance at

December 31

2011: 162,646,04 $ 1,62¢ $2,944,21: $ 907,93 $(1,377,39) $ (3,772 $2,472,60
Comprehensive

income — — — 135,88 — 8,33¢ 144,21¢
Distributions — — — — (259,53) — (259,53)
Issuance of

shares 13,800,00 13¢ 286,91 — — — 287,05:
Share grant 107,55« 1 2,22¢ — — — 2,22¢
Balance at

December 31

2012: 176,553,60 $ 1,76t $3,233,35 $1,043,82. $(1,636,93) $ 4,56z $2,646,56:
Comprehensive

income — — — 151,16« — 3,85( 155,01«
Distributions — — — — (288,94} — (288,94%
Issuance of

shares 11,500,00 11t 261,69¢ — — — 261,81:
Share grant 114,04: 1 2,53¢ — — — 2,53¢
Balance at

December 31

2013: 188,167,64 $ 1,887 $3,497,59 $1,194,98' $ (1,925,87) $ 8,41: $2,776,98

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

Year Ended December 31

2013 2012 2011
Cash flows from operating activitie
Net income $ 151,16 $ 135,88: $ 151,41¢
Adjustments to reconcile net income to cash praViole operating
activities:
Depreciatior 153,82! 141,45¢ 113,26!
Net amortization of debt discounts, premiums arférded financing
fees 6,042 5,327 5,067
Straight line rental incom (7,080 (13,849 (11,457
Amortization of acquired real estate leases andrattiangible asse 3,65¢€ 1,59i (99)
Loss on early extinguishment of de 797 6,34¢ 427
Impairment of asse! 45,59¢ 3,071 1,99(
Gain on lease terminatiol — (375) —
(Gain) loss on sale of properti (37,39)) 101 (21,31%)
Equity in (earnings) losses of an inves (339 (31€) (13¢9)
Change in assets and liabiliti¢
Restricted cas (3,082) (2,309 (2,139
Other asset (11,05) 991 (7,349
Accrued interes 82 (6,529 7,28¢
Other liabilities 4,477 11,89 17,25¢
Cash provided by operating activiti 306,70: 283,30: 254,23t
Cash flows from investing activitie
Real estate acquisitions and depc (193,30 (316,769  (797,11)
Real estate improvemer (52,270) (50,13)) (39,309
Loan receivabl — — (80,000
Principal payments on loan receiva — 38,00( 42,00(
Investment in Five Star Quality Care, Ir — — (5,000)
Proceeds from sale of propert 92,55( 1,041 38,66:
Cash used for investing activiti (153,02) (327,85 (840,759
Cash flows from financing activitie
Proceeds from issuance of common shares 261,81: 287,05: 432,23:
Proceeds from issuance of unsecured senior naesf discoun — 350,00( 541,98«
Proceeds from borrowings on revolving credit fagi 275,00( 669,00( 690,00(
Repayments of borrowings on revolving credit fagi (365,00()  (479,00() (818,001
Redemption of senior not: — (225,000 —
Repayment of other de (36,37) (266,52%) (9,71))
Payment of deferred financing fe (3,326) (12,609 (13,760
Distributions to shareholde (288,94  (259,53) (223,529
Cash (used for) provided by financing activit (156,829 63,37¢ 599,21
(Decrease) increase in cash and cash equive (3,149 18,82: 12,69
Cash and cash equivalents at beginning of pe 42,38 23,56( 10,86¢
Cash and cash equivalents at end of pe $ 39,231 $§ 42,38 $ 23,56(

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

Year Ended December 31

2013 2012 2011
SUPPLEMENTAL CASH FLOW INFORMATION

Interest paic $ 111,69' $ 118,43 $ 85,90°

Income taxes pai 60C 38¢ 264
NON-CASH INVESTING ACTIVITIES:

Acquisitions funded by assumed di (12,26¢) (121,79  (217,31)
NON-CASH FINANCING ACTIVITIES:

Assumption of mortgage notes paya 12,26¢ 121,79: 217,31

Issuance of common shai 2,541 2,22¢ 1,81«

See accompanying notes.
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(dollar amounts in thousands, except per share datar as otherwise stated)

Note 1. Organization

We are a real estate investment trust, or REITamimpd under Maryland law. At December 31, 2013pwaed 375 properties (401 buildings) located irs#@es
and Washington, D.C.

Note 2. Summary of Significant Accounting Policies

BASIS OF PRESENTATION. Our consolidated finahsi@tements include the accounts of Senior HouBiogerties Trust, or SNH, we, us or our, and our
subsidiaries, all of which are 100% owned direotlyndirectly by us. All intercompany transacticarsd balances with or among our consolidated sudrgidi have
been eliminated.

REAL ESTATE PROPERTIES. We depreciate real egtabperties on a straight line basis over estichaseful lives of up to 40 years for buildings and
improvements and up to 12 years for personal ptpp@ur management regularly evaluates whethertevachanges in circumstances have occurred thgd ¢
indicate an impairment in the value of long lives$ets. If there is an indication that the carryialyie of an asset is not recoverable, we estinhattojected
undiscounted cash flows to determine if an impaimess should be recognized. We determine the atrafiany impairment loss by comparing the histlric
carrying value to estimated fair value. We estinfaievalue through an evaluation of recent finahpierformance and projected discounted cash flesirsy
standard industry valuation techniques. In additinonsideration of impairment upon the eventshanges in circumstances described above, we régula
evaluate the remaining lives of our long lived &ssé we change our estimate of the remainingsljiwee allocate the carrying value of the affecteskts over their
revised remaining lives.

We allocate the consideration paid, generally castgur properties among land, building and imgnments, identified intangible assets and liabditgenerally
consisting of the value of above market and belawket leases, the value of in place leases, theealtenant relationships and the fair value of assumed
liabilities. Purchase price allocations and theedatnation of useful lives are based on our eséand, under some circumstances studies fromendept real
estate appraisal firms to provide market informatnd evaluations that are relevant to our purchése allocations and determinations of usefuddivhowever,
we are ultimately responsible for the purchaseepaitocations and determination of useful lives.

We allocate the consideration to land, building androvements based on a determination of thevidires of these assets assuming the property &@tad/e
determine the fair value of a property using methib@it we believe are similar to those used bypgeddent appraisers. Purchase price allocationsaeeamarket
and below market leases are based on the estipatsent value (using an interest rate which reflear assessment of the risks associated witletse$
acquired) of the difference between (i) the coritralcamounts to be paid pursuant to the in plaasde and (ii) our estimate of fair market leasesrédr the
corresponding leases, measured over a period &mtied remaining non-cancelable terms of the rasmeleases. Purchase price allocations to in pleases and
tenant relationships are determined as the exdégstioe purchase price paid for a property aftdjusting existing in place leases to estimatedkataental rates
over (ii) the estimated fair value of the propeaagyif vacant. We aggregate this value betweenaoeplease values and tenant relationships basedravaluation
of the specific characteristics of each tenantiséehowever, the value of tenant relationshipsbabeen separated from in place lease valueuiopmperties
because we believe such value and related amastizexpense is immaterial for acquisitions reflelate our
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(dollar amounts in thousands, except per share datar as otherwise stated)

Note 2. Summary of Significant Accounting Policie$Continued)

historical financial statements. We consider cerfactors in performing these analyses includingreges of carrying costs during the expected legsperiods,
including real estate taxes, insurance and otheradipg income and expenses and costs to exenitarsieases in current market conditions, suckeasing
commissions, legal and other related costs. If elieebe the value of tenant relationships are maltérithe future, those amounts will be separaaditycated and
amortized over the estimated lives of the relatigms We recognize the excess, if any, of the ctamation paid over amounts allocated to land, inglsland
improvements and identified intangible assets &tiilities as goodwill.

We amortize capitalized above market lease vainetifled in acquired real estate leases in ourdlwtaed balance sheets) as a reduction to remtahie over
the remaining non-cancelable terms of the respedtiases. We amortize capitalized below marketlgakies (presented as acquired real estate lbtigatimns
in our consolidated balance sheets) as an incteasatal income over the non-cancelable periodb@fespective leases. We amortize the value piiice leases
exclusive of the value of above market and belowketan place leases to expense over the remaimingcancelable periods of the respective leasesleiise is
terminated prior to its stated expiration, the ungimed amount relating to that lease is writtef of

CASH AND CASH EQUIVALENTS. We carry cash and keagjuivalents, consisting of overnight repurchageements and short term investments with
original maturities of three months or less atdhte of purchase, at cost plus accrued interesthvapproximates fair value.

RESTRICTED CASH. Restricted cash consists of ammescrowed for real estate taxes, insuranceapithl expenditures at certain of our mortgagexertie:
and security deposits for tenants of our manageibskving communities.

INVESTMENTS IN AVAILABLE FOR SALE SECURITIES. Wewn 250,000 common shares, or 0.2% at Decemb&t@B, of CommonWealth REIT, or
CWH. We also own 4,235,000 common shares, or 8f/Beeember 31, 2013, of Five Star Quality Care,,lacFive Star. We classify these holdings aslakbs
for sale and carry them at fair value, with uniaadi gains and losses reported as a separate compdisbareholders' equity. Cumulative other corensive
income shown in our consolidated balance sheelisdas the net unrealized gain or loss on investsn@etermined as the net difference between theetaatue
of these shares of CWH and Five Star calculatedsiiyg weighted average quoted market prices oddtes we acquired these shares ($26.00 and $3.36ae,
respectively) and on December 31, 2013 ($23.31$&M9 per share, respectively). At December 313201 2012, our investment in CWH had a fair vaifie
$5,828 and $3,960, respectively, including an uired loss of $673 and $2,540, respectively. At@eber 31, 2013 and 2012, our investment in Fivel&td a
fair value of $23,250 and $21,217, respectivelgluding an unrealized gain of $9,036 and $7,008peetively.

EQUITY METHOD INVESTMENTS. We and the other saveurrent shareholders each currently own 12.5%ffilfates Insurance Company, or AIC's,
outstanding equity. Although we own less than 2G°%AI€, we use the equity method to account for thissstment because we believe that we have signifi
influence over AIC because all of our Trusteesadse directors of AIC. Under the equity method,reeord our percentage share of net earnings frothidbur
consolidated statements of income and compreheirsioene. If we determine there is an "other thangerary impairment” in the fair value of this intreent, we
would record a charge to earnings. In evaluatiegfair value of
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(dollar amounts in thousands, except per share datar as otherwise stated)

Note 2. Summary of Significant Accounting Policie$Continued)

this investment, we have considered, among otliegshthe assets and liabilities held by AIC, Al&vrall financial condition and earning trendsj &me
financial condition and prospects for the insuraincieistry generally. See Note 5 for a further désgon of our investment in AIC.

DEFERRED FINANCING FEES. We capitalize issuanosts related to borrowings and amortize them theeterms of the respective loans. During 2013, we
capitalized $3,326 of issuance costs, includin@#3 related to the amendment of our revolving ¢redility in September 2013 and $248 related to ou
assumption of a mortgage loan during 2013. Duridg2?2 we capitalized $12,608 of issuance costsydtiey $11,439 related to our $350,000 senior nisgged in
July 2012, $1,125 related to our assumption of gegé loans during 2012 and $44 related to our $800senior notes issued in December 2011. Duridd 2@e
capitalized $13,760 of issuance costs, including &8 related to refinancing our revolving crediifiéy in June 2011, $2,540 related to our assuamptif

mortgage loans during 2011, $2,487 related to 800¥00 senior notes issued in December 2011, $1&dted to our $250,000 senior notes issuedrinaly
2011 and $37 related to our $512,934 Federal Naltidlortgage Association, or FNMA, mortgage finarcime closed in August 2009. During 2013, we wrdfe o
$538 of unamortized deferred financing fees in emtion with the amendment of our revolving creditifity in September 2013. During 2012, we wrote of
$3,897 of unamortized deferred financing fees inneetion with our prepayment of approximately $199, of the outstanding principal balance of ourZ934
FNMA mortgage financing we closed in August 2008ribg 2011, we wrote off $427 of unamortized defdrfinancing fees in connection with the refinagoif
our revolving credit facility. The unamortized gsdsalance of deferred financing fees and relatedraalated amortization was $42,797 and $14,822 380471
and $10,061 at December 31, 2013 and 2012, resphctlhe weighted average amortization periodpigraximately 14.2 years. We expect that the amatitn
expense relating to the unamortized gross balahdeferred financing fees for the five years sulbsed to December 31, 2013 will be $4,555 in 20#42%9 in
2015, $3,636 in 2016, $3,148 in 2017, $1,795 ing&id $10,562, thereafter.

DEFERRED LEASING COSTS. Deferred leasing costduide brokerage, legal and other fees associatedhve successful negotiation of leases and are
amortized on a straight line basis over the terhth@respective leases. Deferred leasing costmeleed in other assets on our consolidated loalaheets. The
unamortized gross balance of deferred leasing emgiselated accumulated amortization was $10,8d22,687, and $6,917 and $1,793 at December 3B 20
and 2012, respectively. The weighted average amatidin period is approximately 6.8 years. We exfieat the amortization expense for the five yealsequent
to December 31, 2013 will be $1,516 in 2014, $1,888015, $1,197 in 2016, $930 in 2017, $804 in@Aatd $2,021, thereafter.

LOANS RECEIVABLE. Loans receivable are statethatunpaid principal balance. We recognized isteérecome based on the contractual terms in the loa
agreement, which is included in interest and oith@wme on our consolidated statements of incomecantprehensive income.

ALLOWANCE FOR DOUBTFUL ACCOUNTS. We maintain atlowance for doubtful accounts for estimated lesgsulting from the inability or
unwillingness of certain tenants to make paymessired under their leases. The computation o&liegvance is based on the tenants' payment histarid
current credit profiles, as well as other consitlers. The net amount of our accounts receivalites third parties appear in other assets on ousalatated
balance sheets.
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Note 2. Summary of Significant Accounting Policie$Continued)

REVENUE RECOGNITION. We recognize rental incofr@m operating leases on a straight line basis thesterm of each lease agreement. We recognize
percentage rents when realizable and earned, idgdnerally during the fourth quarter of the yé&ar the years ended December 31, 2013, 2012 ahtj 20
percentage rents earned aggregated $9,226, $1@88%$11,313, respectively.

As of December 31, 2013, we own 44 senior livinghowinities, including 34 communities that we acalisence June 2011 and the ten senior living comtiasni
formerly leased to Sunrise Senior Living, Inc.Samrise, that are managed by Five Star. We reféretee 44 communities as the managed senior living
communities. We derive our revenues at these 44agehsenior living communities primarily from sees to residents and we record revenues when ssraie
provided. Our share of the net operating resulsunfmanaged senior living communities in exceshefminimum returns due to us, or additional nesyuare
generally determined annually. We recognize adufitioeturns due to us under our management agrésmieyear end when all contingencies are metaad t
income is earned. We had no additional return®iB82and 2012.

EARNINGS PER COMMON SHARE. We compute earnings@mmon share using the weighted average nunfilséiaces outstanding during the period. We
have no common share equivalents, instruments ctipleeinto common shares or other dilutive instants.

USE OF ESTIMATES. Accounting principles generatcepted in the United States requires us to reatimates and assumptions that may affect the aisiou
reported in these financial statements and relatéels. The actual results could differ from thest@reates.

INCOME TAXES. We have elected to be taxed ag&filRinder the Internal Revenue Code of 1986, asdet and as such are generally not subject todkde
and most state income taxation on our operatingnre; provided we distribute our taxable incomeuonshareholders and meet certain organization padating
requirements. We do, however, lease nearly aluofhmanaged senior living communities to our wholyned taxable REIT subsidiaries, or TRSs, thatkarmhos
of our subsidiaries, file separate tax returnsanedsubject to federal and state income taxesc@nsolidated income tax provision includes the imedax
provision related to the operations of our TRSs @erthin state income taxes incurred by us, despitdREIT status.

The Income Taxes Topic of the Codification presesibow we should recognize, measure and present ifiinancial statements uncertain tax positiors tave
been taken or are expected to be taken in a taxcdDeferred tax benefits are recognized to thersxthat it is "more likely than not" that a pediar tax position
will be sustained upon examination or audit. TogRtent the "more likely than not" standard hasbsstisfied, the benefit associated with a taxtposis
measured as the largest amount that has a greateb0% likelihood of being realized upon settlem&fe classify interest and penalties related twediain tax
positions, if any, in our financial statements a®mponent of general and administrative expense.

SEGMENT REPORTING. As of December 31, 2013, weehfour operating segments, of which three ararseégly reportable operating segments. The first
operating segment includes triple net senior liingymunities that provide short term and long teesidential care and dining services for residerte. second
operating segment includes managed senior livimyneonities that provide short term and long ternidesstial care and dining services for residents tird
operating segment includes properties where meditatied activities occur but where residentialroight stays and
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Note 2. Summary of Significant Accounting Policie$Continued)

dining services are not provided. Properties ia fisigment include those leased to medical providedical related businesses, clinics and biotabbratory
tenants, or MOBs. The fourth operating segmentishes$ the operating results of certain propertiasdffer fitness, wellness and spa services to neesalvhich
we do not consider to be sufficiently material @sanstitute a separate reporting segment.

RECLASSIFICATIONS. We have made reclassificasiom the prior years' financial statements to confto the current year's presentation. These
reclassifications had no effect on net income araholders' equity.

NEW ACCOUNTING PRONOUNCEMENTS. In January 200& adopted Financial Accounting Standards Boar&A8B, Accounting Standards Updi

No. 20102, Reporting of Amounts Reclassified Out of Accumdi@ther Comprehensive Incom&his update is the culmination of the FASB's laedation on
reporting reclassification adjustments from acclated other comprehensive income, or AOCI. Thisdsashdoes not change the current requirements for
reporting net income or other comprehensive incdwavever, it requires disclosure of amounts redi@ssout of AOCI in their entirety, by component the
face of the statement of operations or in the nibteseto. Amounts that are not required to be ssifi@d in their entirety to net income must bessreeferenced to
other disclosures that provide additional detdiisTstandard is effective prospectively for anrarad interim reporting periods beginning after Debeni5, 2012.
This update has not caused any material changhls ttisclosures in, or the presentation of, oudemsed consolidated financial statements.

Note 3. Real Estate Properties

Our real estate properties, excluding those classifs held for sale, at cost, consisted of lan6@f3,756, buildings and improvements of $4,423&1d furniture
fixtures and equipment, or FF&E, of $216,352 aBetember 31, 2013; and land of $599,313, buildamgsimprovements of $4,222,832 and FF&E of $197,470
as of December 31, 2012. Accumulated depreciatiasm $723,258 and $117,502 for buildings and imprammand FF&E, respectively, as of December 313;
and $615,001 and $99,686 for buildings and impra@sand FF&E, respectively, as of December 312201

The future minimum lease payments due to us duhagurrent terms of our leases as of Decembe2(®13, are $407,401 in 2014, $391,338 in 2015, 4372in
2016, $329,421 in 2017, $289,009 in 2018 and $13@37thereafter.

See Note 10 for further information regarding cepartable operating segments.
Triple Net Senior Living Communities Acquisitions:

During 2013, we acquired one triple net seniomiivcommunity with 150 living units for approximate$22,350, including the assumption of approximatel
$12,266 of mortgage debt and excluding closingscd3uiring 2012, we acquired four triple net setildng communities with a total of 511 living units
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Note 3. Real Estate PropertiegContinued)

for total purchase prices of approximately $36,506luding the assumption of approximately $6,876nhortgage debt and excluding closing costs. Detaithese
acquisitions are as follows:

Cash Paid
plus i .
Nur:fber Units/ Assumed Bugilggs Intangible ~ Assumed osrAesn;tjnTed
Date Location _Properties _ Beds Debt ©) Land Improvements _ FF&E Assets Debt Debt
Triple Net Senior Living Communities Acquisitionsidg the year ended December 31, 2C
January
2013
@ WA 1 150 $ 22,35($512($% 16,56: $ 66S$  1,03¢$ 1226¢$ 1,04

1 15C$ 22,35( $5,12( $ 16,56: $ 66S$ 1,03¢$ 12,26¢ $ 1,04(

Triple Net Senior Living Communities Acquisitionsidg the year ended December 31, 2C
July 201
®) Various 4 511$ 3650($4,10($  29,72¢$1,40($ 1,90($ 6,87¢$ 62¢€
4 511$ 36,50(%4,10($ 29,72¢$1,40($ 190($ 6,87¢$ 62¢

(1) Cash paid plus assumed debt, if any, excludesngasists.

(2)  We leased this property to a subsidiary of St&kmior Living, LLC, or Stellar, for an initial terexpiring in 2028 for initial rent of
approximately $1,732 per year. Percentage rengcas increases in gross revenues at this propeitticommence in 2016.

(3) We leased these properties to subsidiaries ofgBtédr an initial term expiring in 2027 for initieent of approximately $2,920 per year.
Percentage rent, based on increases in gross evanthese properties, will commence in 2(

Managed Senior Living Communities Acquisitic

During 2013, we acquired five managed senior lidogmunities with a total of 374 living units fatal purchase prices of approximately $62,999,ediog
closing costs. During 2012, we acquired seven mashagnior living communities with a total of 948@itig units for total purchase prices of approxirhate
$187,462, including the assumption of approxima$l$,814 of mortgage debt and excluding closingsc&ubsidiaries of Five Star, which we refer wmetiher
with Five Star, collectively, in these notes to ocansolidated financial statements as Five Stanaga these communities pursuant to long term maneige
agreements. As of December 31, 2013, we own 44 geahsenior living communities that are managedileg Btar. We use the TRS structure authorized &y th
Real Estate Investment Trust Investment Diverdificeand Empowerment Act for nearly all of our
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managed senior living communities, which we begaquaing in June 2011. Details of these acquisgtiare as follows:

Cash Paid
plus - h
Number ] Assumed Buildings ) Premium
of Units/ and Intangible ~ Assumed on Assumed
Date Location  Properties Beds Debt Land Improvements  FF&E Assets Debt Debt
Managed Senior Living Communities Acquisitions migithe year ended December 31, 2C
August 2012 GA 1 93 ¢ 22,03C $ 1,54¢ § 18,66t $ 80 $ 1,01 $ — $ —
October 201! Various 3 2il3 29,004 2,24 23,86! 61z 2,28¢ — —
November
2013 Wi 1 68 11,96 1,36% 9,62¢ 19¢ 77% — —
5 374 $ 62,99¢ $ 515t § 52,158 $ 1,61¢ $ 4,075 $ — $ —

Managed Senior Living Communities Acquisitions migithe year ended December 31, 2C

February

2012 AL 1 92 ¢ 11,30 $ 1,30C $ 9,071 ¢ 34€ $ 582 $ — $ —
May 2012 SC 1 59 8,05¢ 1,092 6,40¢ 20C 362 4,78¢ —
July 2012 SC 1 23z 37,27 3,89¢ 30,67( 942 1,762 — —
August 2012 NY 1 31C 99,00( 8,46( 87,49 3,06¢ 2,72¢ 31,18 2,743
August 201z MO 1 87 11,28( 26( 10,85z 53C 33C 5,83¢ 692
December

2012 N 1 90 11,55( 80C 10,00( 32z 42¢ — —
December

2012 TX 1 78 9,00( 1,44( 6,87¢ 24€ 43¢ — —

7 94¢ $ 187,46. $ 17,25( $ 161,36¢ $§ 5,65¢ $ 6,62¢ $ 4181 § 3,43¢

(1) Cash paid plus assumed debt, if any, excludesngjasists. The allocation of the purchase priceuo2013 acquisitions shown above is based upomprelry estimates of the fair

value of assets acquired and liabilities assumbé.fihal amounts allocated to assets acquirediahiities assumed could change significar

See Note 5 for further information regarding theaagements we have with Five Star regarding theeleaperations and management of our senior living
communities.

MOB Acquisitions

During 2013, we acquired six MOBs (seven buildingih a total of 385,171 square feet for total fnase prices of approximately $117,475, excludingiog
costs. During 2012, we acquired 12 MOBs (13 buddjnwith a total of 839,194 square feet for totaighase prices of approximately $225,695,
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including the assumption of approximately $73,108ortgage debt and excluding closing costs. Deta#fithese acquisitions are as follows:

Cash Paid .
plus o ) Acquired )
Number Assumed Buildings Acquired Real Estate Premium
of Square and Real Estate Lease Assumed on Assumed
Date Location Properties Feet Debt @) Land Improvements Leases Obligations Debt Debt
MOB Acquisitions during the year ended Decembe2813:
February 201: WA 1 144900 $ 38,000 $ 5,63¢ $ 27,21: $ 6,73t $ 1,58t $ — $ —
March 2012 MS 1 71,98 14,60( 1,26¢ 12,51¢ 1,49¢ 682 — —
August 20132 MA 1 105,46 49,50  4,55¢ 44,94 — — — —
December 201 FL 3 62,82t 15,37t 2,43: 11,168 1,77¢ — — —
6 38517: ¢ 117,47' $ 1389 $ 95,83t $ 10,01 $ 2,271 $ — $ —
MOB Acquisitions during the year ended Decembe2812:
May 2012 GA 1 2844 $ 8,60( $ 1,08( $ 6,13¢ $ 1,39 $ 1C ¢ — $ —
May 2012 GA 1 111,53 23,10( 3,50( 13,17¢ 6,421 — — —
June 201: HI 1 204,42 70,49t 11,20( 55,61¢ 4,30¢ 62¢ 52,00( —
June 201: MD 1 92,18 18,25( 1,90C 12,85¢ 3,57( 78 — —
July 2012 TX 1 63,08 16,85( 99C 13,881 1,97% — — —
July 2012 FL 1 52,85¢ 7,75( 1,62( 5,341 78¢ — — —
September 20 MA 1 33,60( 16,40( 1,44% 14,15: 1,812 — 11,46: 1,00¢
November 201 TN 1 33,79 9,20( 1,52¢ 6,59( 1,132 50 — —
December 201  MN 1 76,63 15,10( 2,77¢ 9,27¢ 4,087 18: 9,641 854
December 201 Cco 1 62,41¢ 16,40( 1,430 11,773 3,19¢ 10 — —
December 201 TX 2 80,21t 23,55( 3,11¢ 16,43¢ 4,00¢ 11 — —
12 839,19 § 225,69! $ 30,58¢ § 165,25¢ $ 32,68: $ 971 § 73,10¢ $ 1,86
1) Cash paid plus assumed debt, if any, excludesngjasists. The allocation of the purchase priceetan of our 2013 acquisitions shown above is thagmn preliminary estimates of

the fair value of assets acquired and liabilitiestened. Consequently, amounts preliminarily alktad assets acquired and liabilities assumed ahadge significantly from those
used in these consolidated financial statements.

2) This acquisition is accounted for as an asset jaseh

In February 2014, we entered into an agreemertdaige one MOB (two buildings) for approximately,$25,420, excluding closing costs. The MOB is ledah
Massachusetts and includes 1,651,037 gross buitdjngre feet. The closing of this acquisition isto@ent upon customary closing conditions; acaaylyi, we
can provide no assurance that we will purchaseptttiperty, that the acquisition will not be delayedhat its terms will not change.

In May 2012, we entered into an operations trarsfigeement, or the Operations Transfer Agreemetit,Sunrise and Five Star related to the ten conitiesrtha
we were then leasing to Sunrise, pursuant to wieland Sunrise accelerated the December 31, 26h@htion date of these Sunrise leases, and wenlegaing
the ten communities to our TRS. Five Star is mamgtfie ten communities pursuant to long term mamege agreements. As a result of these lease tetiorisa

we recorded a gain on lease terminations of apprataly $375 during the year ended December 31, . 200i3uant to the Operations Transfer Agreemenpaict
Sunrise $1,000 to purchase the inventory and ceingirovements owned by Sunrise at these ten cortiesinwvhich were transferred to our managed sdivimlg
communities segment.
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In August and December 2013, we sold three pragerincluding one skilled nursing facility and twahabilitation hospitals which were previously sifisd as
held for sale, for combined sales prices of $92,8%0luding closing costs, and recognized an aggeegain on sale of these properties of approxim&g,392.
In July 2012, we sold one MOB (one building) lochite Massachusetts with approximately 18,900 sqfesefor a sale price of approximately $1,100 and
recorded a loss on the sale of this property of@pmately $101.

In January 2014, we sold one senior living commyulaitated in Texas for a sale price of $2,400, ediclg closing costs.

We amortize capitalized above market lease vainetified in acquired real estate leases and atiteengible assets in our consolidated balance ghaeets
reduction in rental income over the remaining nanezlable terms of the respective leases. We arearéipitalized below market lease values (preseaged
acquired real estate lease obligations in our dateted balance sheets) as an increase in remtatnia over the non-cancelable periods of the relsjdeases.
Such amortization resulted in a reduction in reimabme of $3,656 during the year ended Decembg2@®13, a reduction in rental income of $1,597 miyithe
year ended December 31, 2012, and an increasatal iecome of $93 during the year ended DecemibePB11. We amortize the value of in place leases
exclusive of the value of above market and belowketan place leases to expense over the remamongcancelable periods of the respective leaseh Su
amortization included in depreciation and amoritratotaled $22,718, $19,340, $11,318 during treryended December 31, 2013, 2012 and 2011, rasgect
If a lease is terminated prior to its stated exjwra the unamortized amount relating to that leéaseritten off.

At December 31, 2013 and 2012, we had recordedditite lease assets of $166,247, including $44¢# t@pitalized above market lease values and $68199
the value of in place leases, and $161,419, inatu@45,290 of capitalized above market lease vauds$116,129 of the value of in place leasesjmadgible
lease liahilities of $22,170 and $21,978, respetfiwVe recorded intangible lease assets of $17ab81$41,764 and intangible lease liabilities gP$2 and $971
for properties acquired in 2013 and 2012, respeltivAccumulated amortization of capitalized abavarket lease values was $16,148 and $13,675 at
December 31, 2013 and 2012, respectively. The weighverage remaining amortization period of céipéd above market lease values is approximately

6.0 years. Accumulated amortization of capitalibetbw market lease values was $9,642 and $8,2B&a¢mber 31, 2013 and 2012, respectively. The veigh
average amortization period of capitalized belowkeglease values is approximately 6.9 years. Aegatad amortization of the value of in place leasedusive
of the value of above and below market in placedsavas $46,605 and $31,907 at December 31, 2@120dr2, respectively. The weighted average amaidiza
period of the value of in place leases exclusivthefvalue of above and below market in place @sapproximately 5.8 years. We expect to recagnét future
amortization of these intangible lease assetsiabdities in the amounts of approximately $22,762014, $17,964 in 2015, $15,478 in 2016, $11,88017,
$8,393 in 2018 and $14,384, thereafter.

Impairment

We periodically evaluate our properties for impants. Impairment indicators may include decliniegant occupancy, weak or declining tenant profitgbcash
flow or liquidity, our decision to dispose
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of an asset before the end of its estimated uséfdnd legislative, market or industry changes tould permanently reduce the value of a propérigdicators
of impairment are present, we evaluate the carryalge of the affected property by comparing ithte expected future undiscounted net cash floetgenerate
from that property. If the sum of these expectddrinet cash flows is less than the carrying vakeereduce the net carrying value of the propertys estimated
fair value. During 2013, we recorded an impairnefrassets charge of $1,304 to reduce the carryahgewof one of our properties to its estimatedsaét price.
During 2012, we recorded an impairment of asseasgehof $3,071 to reduce the carrying value of@eur properties to its estimated net sale pinging 2011
we recorded impairment of assets charges of $X@8&&duce the carrying value of four of our proerto their estimated net sales prices.

As of December 31, 2013, we had 10 senior livinguewnities with 744 living units and four MOBs (seveuildings) with 831,499 square feet categorized a
properties held for sale. During 2013, we recoridgghirment of assets charges of $44,295 to recheedrrying value of 11 of these 17 propertiehrt
aggregate estimated net sale price. These propargeincluded in other assets in our consolidb#aince sheets and have a net book value (afteiiment) of
approximately $27,888 at December 31, 2013. Asaxfdnber 31, 2012, we had one senior living commuwith 120 units held for sale (which is includedhin
the 10 senior living communities held for sale BBecember 31, 2013). This property is includedtimer assets in our consolidated balance sheetsaahd net
book value (after impairment) of approximately $&&@ecember 31, 2012. We decided to sell thesegepties due to underlying conditions in the marketgre
these properties are located. We classify all ptaggethat meet the criteria outlined in the PropePlant and Equipment Topic of tRASB Accounting Standards
Codification, or the Codification, as held for sale within atlssets in our consolidated balance sheets.

Results of operations for properties sold or heldsgle are included in discontinued operatiormuinconsolidated statements of operations oncerttezia for
discontinued operations in the Presentation ofriéizd Statements Topic of the Codification are rBetmmarized income statement information for the fdOBs
(seven buildings) that meet the criteria for digoared operations is included in discontinued opjena as follows:

For the year ended December 3:

2013 2012 2011
Rental income $ 9,451 $ 10,04: $ 9,98¢
Property operating expens (3,609 (3,567%) (3,567%)
Depreciation and amortizatic (799) (2,419 (2,30€)

Income from discontinued operatic $ 504 $ 4,061 $ 4,11¢

During 2013 and 2012, pursuant to the terms ofeaisting leases with Five Star, we purchased $B7a2@ $30,520, respectively, of improvements madwit
properties leased to Five Star, and, as a rekelannual rent payable to us by Five Star increbgeapproximately $2,177 and $2,456, respectively.
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We committed $9,727 for expenditures related to 000 square feet of leases executed during 2018n@ibed and unspent tenant related obligationsdase
executed leases as of December 31, 2013, were4$9,02

Note 4. Shareholders' Equity

We have common shares available for issuance uhdeerms of our equity compensation plan, as theffect, or our Share Award Plan. We awarded @2,6
common shares with an aggregate market value 888178,492 common shares with an aggregate meaket of $1,775 and 72,450 common shares with an
aggregate market value of $1,732 to our offices @artain employees of Reit Management & ReseakeD, br RMR, pursuant to our Share Award Plan during
the years ended December 31, 2013, 2012 and 2€ddeactively. In addition, we awarded each of owsTees 2,000 common shares in each of 2013, 2@l2 an
2011 with an aggregate market value of $286 ($5¥atth Trustee), $205 ($41 to each Trustee) and &F4to each Trustee), respectively, pursuantutcShare
Award Plan as part of their annual fees. Sharesdauato the Trustees vest immediately. The shavasded to our officers and certain employees ofroanager
vest in five equal annual installments beginninglandate of grant. We include the value of awaisteates in general and administrative expensesrin o
consolidated income statement at the time the aamagdt. At December 31, 2013, 2,819,433 of our comsehares remain available for issuance under loareS
Award Plan.

A summary of shares granted and vested under ttims t&f our Share Award Plan from January 1, 201docember 31, 2013 is as follows:

Weighted Average
Grant Date

Number of Shares Fair Value
Unvested shares at December 31, 2 118,67( $ 21.8:
Shares granted in 20: 82,45( $ 23.8¢
Shares vested in 20: (68,500 $ 23.3¢
Unvested shares at December 31, 2 132,62( $ 22.8¢
Shares granted in 20: 87,09 $ 22.3¢
Shares vested in 20: (79,679 $ 22.1¢
Unvested shares at December 31, 2 140,03 $ 23.0¢
Shares granted in 20: 92,07t $ 23.4¢
Shares vested in 20: (81,399 $ 23.8¢
Unvested shares at December 31, 2 150,71: $ 23.8¢

The 150,711 unvested shares as of December 31,828Xk%heduled to vest as follows: 57,554 shar@61d, 45,174 shares in 2015, 31,533 shares in 2046
16,450 shares in 2017. As of December 31, 2013dtimated future compensation for the unvesteteshaas $3,350 based on the closing share prig2223
on December 31, 2013. The weighted average peviedwhich the compensation expense will be recorsleghproximately 1.5 years. We recorded sharechase
compensation expense of $1,961 in 2013, $1,82012 2nd $1,659 in 2011.
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On January 3, 2014, we declared a quarterly digtdh of $0.39 per share, or $73,385, to our comstareholders of record on January 13, 2014, wipect to
our operating results for the quarter ended Dece@be2013; we paid this distribution on Februaty 2014, using cash on hand and borrowings under ou
revolving credit facility. Our cash distributions dur common shareholders for the years ended Desedd, 2013, 2012 and 2011, were $1.56 per stiarg3 pel
share and $1.49 per share, respectively. The deaization of the distributions made in 2013, 2@t2l 2011 was 66.19%, 62.65% and 65.64% ordinanniec
respectively; 21.30%, 37.35% and 27.48% returrapital, respectively; 3.10%, 0% and 2.59% capisahgrespectively; and 9.41%, 0% and 4.29% unrecagt
Section 1250 gain, respectively.

In January 2013, we issued 11,500,000 common siraeepublic offering, raising net proceeds of apfimately $262,068, before expenses. In July 202,
issued 13,800,000 common shares in a public offeraising net proceeds of approximately $287,0&2uly and October 2011, we issued 11,500,000 and
9,200,000 common shares in two public offeringisimg net proceeds of approximately $247,498 ar@##35, respectively. We used the net proceeds fnese
offerings to repay borrowings outstanding underrewplving credit facility and for general busingesposes, including the partial funding of thewsitions
described above.

Note 5. Related Person Transactions

We have adopted written Governance Guidelinesdéstribe the consideration and approval of anyeelperson transactions. Under these Governance
Guidelines, we may not enter into any transactiowtiich any Trustee or executive officer, any mendiehe immediate family of any Trustee or exeeatfficer
or any other related person, has or will have edflior indirect material interest unless that tagtisn has been disclosed or made known to ourdBBoifrustees
and our Board of Trustees reviews and approveatiies the transaction by the affirmative voteaahajority of the disinterested Trustees, evehefdisinterested
Trustees constitute less than a quorum. If thezenardisinterested Trustees, the transaction neust\bewed and approved or ratified by both (i) affemative
vote of a majority of our Board of Trustees anjltfie affirmative vote of a majority of our Indepkmt Trustees. In determining whether to approveiify a
transaction, our Board of Trustees, or disintetk3ieistees or Independent Trustees, as the caséenajso act in accordance with any applicableipians of
our declaration of trust, consider all of the raletfacts and circumstances and approve only tiiassactions that are fair and reasonable to usand
shareholders. All related person transactions destibelow were reviewed and approved or ratifigé lnajority of the disinterested Trustees or otfiee in
accordance with our policies and our declaratiotrudt, each as described above. In the caserdfactions with us by RMR employees (other thanToustees
and executive officers) subject to our Code of Bess Conduct and Ethics, the employee must seek\agdgrom an executive officer who has no inteiashe
matter for which approval is being requested. Copieour Governance Guidelines and Code of Busi@essluct and Ethics are available on our website,
www.snhreit.com.

Five Star: Five Star was formerly our 100% owned subsydikive Star is our largest tenant, we are Five'Stargest stockholder and Five Star manages ak
senior living communities for us. In 2001, we distited substantially all of Five Star's then outsiag shares of common stock to our shareholdesfA
December 31, 2013, we owned 4,235,000 shares afheonstock of Five Star, or approximately 8.7% ofeFstar's outstanding shares of common stock. ®ne o
our Managing Trustees,
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Mr. Barry Portnoy, is a managing director of FivtarSRMR provides management services to both dd-are Star. Five Star's President and Chief Exeeut
Officer and its Chief Financial Officer and Treamuare officers of RMR. Accordingly, the transandetween us and Five Star entered after Fiveb8tzame a
separate public company and that are describeéhheeze approved by our Independent Trustees arel $tar's independent directors who are not trasiee
directors of the other company. In order to eftbetspin-off of Five Star and to govern relatiofterathe spin-off, Five Star entered into agreeraevith us and
others, including RMR. Since then, Five Star hasrex into various leases, management agreemethistiager agreements with us that include provisibas
confirm and modify these undertakings. Among othatters, these agreements provide that:

. so long as we remain a REIT, Five Star may raitevthe share ownership restrictions in its cliantethe ability of any person or group to acquire
more than 9.8% of any class of Five Star's equifress without our consent;

. so long as Five Star is our tenant or managee, Star will not permit nor take any action thatpur reasonable judgment, might jeopardize oxir ta
status as a REIT;

. we have the option to cancel all of Five Star'ttsginder the leases and management agreemeatsvitithh us upon the acquisition by a person or
group of more than 9.8% of Five Star's voting stankl upon other change in control events affedfing Star, as defined in those documents,
including the adoption of any shareholder prop¢stier than a precatory proposal) or the elecioRive Star's board of directors of any individual
if such proposal or individual was not approvednimated or appointed, as the case may be, by ¥atemajority of Five Star's directors in office
immediately prior to the making of such proposaih@ nomination or appointment of such individual;

. the resolution of disputes arising from Five Sthases and other agreements with us may be resbyvbinding arbitration; and

. so long as Five Star is a tenant of ours or manfagers or so long as Five Star has a business geament agreement with RMR, Five Star will not
acquire or finance any real estate of a type tlvemed or financed by us or any company managed bR Rlithout first giving us or such company
managed by RMR, as applicable, the opportunityctjuae or finance that real estate.

As of December 31, 2013, we leased 187 seniordiemmmunities to Five Star. Under Five Star's |eagi¢h us, Five Star pays us rent consisting ofimim
annual rent amounts plus percentage rent basattogases in gross revenues at certain properfies Star's total minimum annual rent payable tasisf
December 31, 2013 was $190,134, excluding percemtag. We recognized total rental income from Bar of $203,724, $200,912 and $195,409 for tleesye
ended December 31, 2013, 2012 and 2011, respeactAglof December 31, 2013 and 2012, our rentsivabi from Five Star were $17,960 and $17,680,
respectively, and those amounts are included irfrdune affiliate in our consolidated balance she®fs. determine percentage rent due under our Fivel&ises
annually and recognize it at year end when allingencies are met. During the years ended Dece8iher013, 2012 and 2011, pursuant to the termsioleases
with Five Star, we purchased $27,208, $30,520 &3259, respectively, of improvements made to pt@seleased to Five Star, and, as a result, the
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annual rent payable to us by Five Star increaseappyoximately $2,177, $2,456 and $2,665, respelgtiv

In December 2013, pursuant to the asset purchaseragnt, or Purchase Agreement, we sold two retealaih hospitals and certain related assets ticer
unrelated parties for a sales price of approxinge®6D,000, and Five Star transferred the operatifise two hospitals and several in-patient andpatient clinic:
affiliated with those hospitals, to those thirdts. Each hospital was previously leased by #Swe Star under Lease No. 2 and was operated ey $tar.
Pursuant to an amendment to Lease No. 2 that veeezhinto in September 2013 in connection withagneement to sell these rehabilitation hospitatsFine
Star's agreement to transfer its related hospitefations, Lease No. 2 terminated with respedieaehabilitation hospitals and the annual rend paius by Five
Star under Lease No. 2 was reduced by $9,500 umgodldsing of the sale of the hospitals. The leesendment also provides for an allocation of indéoation
obligations under the Purchase Agreement betweandi&ive Star.

We and Five Star have agreed to offer for saleehios living communities we lease to Five Star.e=8tar's rent payable to us will be reduced if anthese sales
may occur pursuant to terms set in our leasesRiith Star. In August 2013, we sold one of theseroanmities, a skilled nursing facility, or SNF, witi2 living
units, for a sales price of $2,550, and as a resdiltis sale, Five Star's annual minimum rent péy#o us decreased by $255, or 10% of the negedxof the sa
to us, in accordance with the terms of the applecédase. In January 2014, we sold one seniordiemmmunity located in Texas with 36 assisted gwimits, for a
sale price of $2,400, and as a result of this $ale Star's annual minimum rent payable to usebsad by $210, or 8.75% of the net proceeds cfalesto us, in
accordance with the terms of the applicable le&&ecan provide no assurance that the remainingsgnir living communities which we and Five Stavé
agreed to offer for sale will be sold or what theris of any sales may provide.

Five Star began managing communities for our accioudune 2011 in connection with our acquisitidreertain senior living communities at that timee\Wave
since acquired additional communities that aredpeiianaged by Five Star. As of December 31, 200& Star managed 44 senior living communities far ou
account. We lease our senior living communitie$ #nea managed by Five Star that include assist@thliunits or skilled nursing facilities to our TRSand Five
Star manages these communities pursuant to longrtenagement agreements on substantially simiiansté/ith the exception of the management agreefoe
the senior living community in New York describeeldw, the management agreements for the commufitkesStar manages for our account provide Five Sta
with a management fee equal to 3% of the grossueagerealized at the communities, plus reimbursefoerfrive Star's direct costs and expenses relatéite
communities and an incentive fee equal to 35% efattnual net operating income of the communititer afe realize an annual return equal to 8% ofilmuested
capital. The management agreements generally eapifgecember 31, 2031, and are subject to automaat@val for two consecutive 15 year terms, unéesber
terminated or timely notice of nonrenewal is delece The management agreements provide that wEigadtar each have the option to terminate theeagents
upon the acquisition by a person or group of mbamt9.8% of the other's voting stock and upon othange in control events affecting the other pasydefined
in those documents, including the adoption of drgreholder proposal (other than a precatory prdposthe election to the board of directors or fiobaf trustees
of any individual if such proposal or individual svaot approved, nominated or appointed, as
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the case may be, by vote of a majority of the baddirectors or board of trustees in office imnatdly prior to the making of such proposal or thenmation or
appointment of such individual.

In connection with the management agreements, wWéd-are Star have entered into four combination egrents, or pooling agreements: three pooling ageagm
which combine our management agreements for contiasithat include assisted living units, or the Rdoling Agreements, and a fourth pooling agreement,
which combines our management agreements for cofitiesinonsisting only of independent living units,the IL Pooling Agreement. We entered into thgah
AL Pooling Agreement in May 2011 and the secondRdoling Agreement in October 2012. Each of out fired second AL Pooling Agreements includes 20
identified communities. We and Five Star entered the third AL Pooling Agreement in November 2GR that pooling agreement currently includes the
management agreement for the community we acqinirBlddvember 2013, as further described below. Wered into the IL Pooling Agreement in August 2012
and that agreement currently includes managemeeéeagents for two communities that have only indejganliving units. The senior living community ireiV
York described below that Five Star manages foramaount is not included in any of our pooling @&ments. Each of the AL Pooling Agreements andlthe |
Pooling Agreement aggregates the determinatiopes ind expenses of the various communities teaLdnject to such pooling agreement, including
determinations of our return on our invested céapital Five Star's incentive fees. Under each opthaing agreements, we have the right, after #heod of time
specified in the agreement has elapsed and subj€tte Star's cure rights, to terminate all, boit less than all, of the management agreementatbaubject to
the agreement if we do not receive our minimumrrein each of three consecutive years. In additimaler each of the pooling agreements, Five StaaHanited
right to require the sale of underperforming comities. Also, under each of the pooling agreemaearig,nonrenewal notice given by Five Star with respe a
community is deemed a nonrenewal with respectl tih@lcommunities that are the subject of the ages#. Special committees of each of our Board oEt&es
and Five Star's board of directors composed sofetyur Independent Trustees and Five Star's indégdrdirectors who are not also trustees or dirseaibthe
other party and who were represented by separatesebreviewed and approved the terms of these geament agreements and pooling agreements. We éuturr
management fees of $9,229, $5,582 and $835 forahes ended December 31, 2013, 2012 and 2011 ctéghe, with respect to the communities Five Star
manages. These amounts are included in propertatipg expenses in our consolidated statementscofme and comprehensive income.

In August 2013, we acquired a senior living comnhytocated in Georgia with 93 assisted living ufi@ds $22,030, excluding closing costs. In Octob@t2 we
acquired three senior living communities with agragate of 213 assisted living units for an aggegarchase price of approximately $29,004, exdgdiosing
costs; one of those communities is located in Tesee and the other two are located in Georgiohrember 2013, we acquired a senior living comnyuinit
Wisconsin with 68 assisted living units for $11,96%cluding closing costs. We lease these fivessdiving communities to our TRSs and Five Star agas thes
communities for our account pursuant to separaig term management agreements on terms similaosetmanagement arrangements we currently have with
Five Star for communities that include assistethjwnits. The management agreements for the skwilng communities we acquired in August and OetioB01:
were added to our second AL Pooling Agreement hadrtanagement agreement for the senior living canitsnwe acquired in November 2013 was added to the
third AL Pooling Agreement. We expect that we matee into additional
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management arrangements with Five Star for semioglcommunities that we may acquire in the futareterms similar to those management arrangements
currently have with Five Star.

We own a senior living community in New York witd@living units, a portion of which is managed hye=Star pursuant to a long term management agmeteme
with us with respect to the living units at thisvomunity that are not subject to the requirementse# York healthcare licensing laws. The termshis t
management agreement are substantially consisténthe terms of our other management agreemenitsRiie Star for communities that include assiditddg
units, except the management fee we pay is equitof the gross revenues realized at that podfdhe community and there is no incentive fee péyay us tc
Five Star. In order to accommodate certain requérgsiof New York healthcare licensing laws, onewf TRSs subleases the portion of this communéay it
subject to those requirements to an entity, D&R k&ya LLC, which is owned by our President and Chipérating Officer and Treasurer and Chief Findncia
Officer. Five Star manages this portion of the camity pursuant to a long term management agreemi¢mtD&R Yonkers LLC. Under the sublease agreement,
D&R Yonkers LLC is obligated to pay rent only fraamailable revenues generated by the subleased coityn@Qur TRS is obligated to advance any rent salis
to D&R Yonkers LLC, and D&R Yonkers LLC is obligat¢o repay one of our TRSs only from available rexes generated by the subleased community. Put
to the management agreement between D&R YonkersdndCFive Star, D&R Yonkers LLC pays Five Star anagement fee equal to 3% of the gross revenues
realized at that portion of the community and thisneo incentive fee payable by D&R Yonkers LLCHige Star. D&R Yonkers LLC's management agreement
with Five Star expires on August 31, 2017, andulgect to renewal for nine consecutive five yeamt® unless earlier terminated or timely noticeafrenewal is
delivered. Further, we have entered into an indéoation agreement with the owners of D&R Yonketsd, pursuant to which we have agreed to indemmignt
for costs, losses and expenses they may sustagabpn of being a member, director or officer of®&onkers LLC or in connection with any costs, Essr
expenses under our TRS's sublease with D&R Yorike@Gsor the management agreement between D&R Yorike@and Five Star.

As discussed in Note 6, in May 2011, we and Fie 8ntered into a bridge loan, or the Bridge Laarder which we lent to Five Star $80,000 to furgbeion of
Five Star's purchase of six senior living commuesitiin April 2012, Five Star repaid in full the $380 principal amount then outstanding under thidd#r Loan,
resulting in the termination of the Bridge Loan. Véeognized interest income from the Bridge Loa#3if4 and $593 for the years ended December 32, &0d
December 31, 2011, respectively.

As discussed in Note 7, in August 2012, we preppjoroximately $199,197 of the outstanding princlpglance of our FNMA secured term loan. As a resfuthis
prepayment, 11 of the 28 properties securing tbht diere released from the mortgage and, in coiumegfth this release, we entered into amendmentse
related master credit agreement and our leasesRithStar so that these 11 properties were remfreeu the lease created to accommodate this FNM#A ded
were added to our other multi-property leases Witle Star.

In 2011 and 2012, there were additional transastm®tween us and Five Star. A further descripticth@®terms of certain of those transactions ituited in our
annual reports to shareholders and our Annual ReporForm 10-K filed with the SEC, in each cagetfie years ended December 31, 2012 and December 31
2011.
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RMR: We have no employees. Personnel and variougsemwe require to operate our business are pedvid us by RMR. We have two agreements with RMR
to provide management and administrative servizest (i) a business management agreement, whetteseo our business generally, and (ii) a prgpert
management agreement, which relates to the profey operations of our MOBs.

One of our Managing Trustees, Mr. Barry PortnoyClgirman, majority owner and an employee of RMRt &@her Managing Trustee, Mr. Adam Portnoy, is the
son of Mr. Barry Portnoy, and an owner, Presid€hief Executive Officer and a director of RMR. Eaxftour executive officers is also an officer of Riand ou
President and Chief Operating Officer, Mr. Davidgigy, is a director of RMR. Our Independent Trastalso serve as independent directors or independe
trustees of other public companies to which RMRvjates management services. Mr. Barry Portnoy seasesmanaging director or managing trustee oethos
companies and Mr. Adam Portnoy serves as a managisige of a majority of those companies. In aduljtofficers of RMR serve as officers of those pamies.

Our Board of Trustees has given our Compensatianr@ittee, which is comprised exclusively of our Ipdadent Trustees, authority to act on our behat wi
respect to our management agreements with RMRchiager of our Compensation Committee requirestmemittee to annually review the terms of these
agreements, evaluate RMR's performance under tieemgnts and determine whether to renew, ameredroirtate the management agreements.

In 2013, our Compensation Committee retained FTigDting, Inc., a nationally recognized compensationsultant experienced in REIT compensation prog
to assist the committee in developing the termh®fincentive fee payable to RMR under our businessagement agreement with RMR beginning in 2014. |
connection with retaining this consultant, our Cemgation Committee determined that the consultamat have any conflicts of interest which wouldyent th:
consultant from advising the committee.

On December 23, 2013, we and RMR entered into anded and restated business management agreeffestiye with respect to services performed on and
after January 1, 2014. Under the terms of this aleérand restated business management agreement:

. The annual amount of the base management feepgaibtédo RMR by us for each applicable period willdgual to the lesser of:

. the sum of (a) 0.5% of the average of the aggrdmya& value of our real estate assets owned by asrcsubsidiaries as of October 12,
1999, or the Transferred Assets, plus (b) 0.7%efaverage historical cost of our real estate invests excluding the Transferred Assets up
to $250,000, plus (c) 0.5% of the average histbrdoat of our real estate investments excludingTifesferred Assets exceeding $250,000;
and

. the sum of (a) 0.7% of the average closing prigeshare of our common shares on the New York Skbahange, NYSE, during such
period, multiplied by the average number of our own shares outstanding during such period, plusiaiiig weighted average of the
aggregate liquidation preference of each classiopeeferred shares outstanding during such pepiod, the daily weighted average of the
aggregate principal amount of our consolidatedhitelgness during such period, or, together, our dyeMarket
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Capitalization, up to $250,000, plus (b) 0.5% of Auerage Market Capitalization exceeding $250,000.

The average book value and average historicalafasir real estate investments will include oursaitated assets invested, directly or indirectly,
in equity interests in or loans secured by reatesind personal property owned in connection suith real estate (including acquisition related
costs and costs which may be allocated to intaegibt are unallocated), all before reserves foradggtion, amortization, impairment charges or
bad debts or other similar noncash reserves.

. Although the fee calculation is stated in annuateetages, the base management fee will be paidhipydo RMR, ninety percent (90%) in cash i
ten percent (10%) in our common shares, which &eafllly-vested when issued. The number of ourroom shares to be issued in payment of the
base management fee for each month will be equhbktoalue of 10% of the total base managemerfofethat month divided by the average daily
closing price of our common shares during that fmont

. The incentive management fee which may be eamgeRIMR for an annual period will be an amount,jeabto a cap based on the value of our
outstanding common shares, equal to 12% of theustaaf (a) our equity market capitalization on thst trading day on the year immediately prior
to the relevant measurement period, and (b) theuatr@xpressed as a percentage) by which thertitains per share realized by the holders of our
common shares (i.e., share price appreciationgiidends) exceeds the total shareholder retuth@BSNL REIT Healthcare Index (in each case
subject to certain adjustments) for the relevarasneement period. The measurement periods areallgrtéree-year periods ending with the year
for which the incentive management fee is beingudated, with shorter periods applicable in thesaafsthe calculation of the incentive manager
fee for 2014 (one year) and 2015 (two years).

. The incentive management fee is payable in our comshares, with ontitird of our common shares issued in payment ahe@ntive manageme
fee vested on the date of issuance, and the remgatwi-thirds vesting thereafter in two equal armostallments. If the issuance of common shares
in payment of a portion of the base managemenbfégcentive management fee would be limited byliapple law and regulations, such portion of
the applicable fee will instead be paid in cash.

. RMR and certain eligible transferees of our cammshares issued in payment of the base managéeeent incentive management fee are entitled
to demand registration rights, exercisable not nfiguently than twice per year, and to "piggy-Basgistration rights, with certain expenses to be
paid by us. We and applicable selling shareholdkss have agreed to indemnify each other (and diirers, trustees, directors and controlling
persons) against certain liabilities, includindlldies under the Securities Act of 1933, as ameehdn connection with any such registration.

The terms of the amended and restated businesggerarat agreement described above were approvedrtiampensation Committee, which is comprised
solely of our Independent Trustees, and
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the terms of the incentive fee were developed yGmmpensation Committee in consultation with FBh€ulting, Inc., an independent compensation ctesul

For 2013, 2012 and 2011, our business managemexgragnt provided for the base business manageeein be paid to RMR at an annual rate equal tsuhe
of (a) 0.5% of the book value of the Transferredets, plus (b) 0.7% of the historical cost of otlreo real estate investments excluding the Traredehssets, up
to the first $250,000 of such investments, and OtB&teafter. In addition, for 2013, 2012 and 20, business management agreement provided for RN
paid an incentive fee equal to 15% of the prodti¢t) dhe weighted average of our common sharestantling on a diluted basis during a fiscal yeal @hthe
excess, if any, of the FFO Per Share, as definétkibbusiness management agreement, for such fisaabver the FFO Per Share for the precedinglfigzar. We
recognized business management fees of $27,013%28nd $20,814 for 2013, 2012 and 2011, respagtiThese amounts are included in general and
administrative expenses in our consolidated fireratatements. In March 2013 and 2012, we issugdbgland 20,462 of our common shares to RMR for the
incentive fees for 2012 and 2011, respectivelyiidentive fee was earned in 2013.

Our property management agreement with RMR providlesianagement fees for our MOB properties equél®% of gross rents and construction supervision
fees for construction on those properties equél®®6 of construction costs. The aggregate propealagement and construction supervision fees vegnézed
were $6,568, $5,791 and $4,455 for 2013, 2012 &id Xespectively. These amounts are includedapesty operating expenses or have been capitakized,
appropriate, in our consolidated financial statetsien

RMR also provides internal audit services to usetarn for our share of the total internal audtsdncurred by RMR for us and other publicly owwedpanies
managed by RMR and its affiliates, which amounéssabject to approval by our Compensation Commi@®ee Audit Committee appoints our Director of Imial
Audit. Our share of RMR's costs of providing thigeirnal audit function was approximately $201, $288 $240 for 2013, 2012 and 2011, respectivelyclivh
amounts are included in general and administraiyEenses in our consolidated financial statem@isse allocated costs are in addition to the bssiaed
property management fees we paid to RMR.

We are generally responsible for all of our opegtxpenses, including certain expenses incurrd@NdR on our behalf. We are generally not respoediot
payment of RMR's employment, office or administratexpenses incurred to provide management semdags except for the employment and related esgen
of RMR employees who provide on-site property mamagnt services at our owned properties and ouesifahe staff employed by RMR who perform our
internal audit function. Pursuant to our amendetirastated business management agreement, RMRramytifme to time negotiate on our behalf with cierta
third party vendors and suppliers for the procuneinoé services to us. As part of this arrangemeetmay enter agreements with RMR and other compdaie
which RMR provides management services for the gaef obtaining more favorable terms from suctdeesiand suppliers.

The current terms of both our amended and reshatsithess management agreement with RMR and ouegyomanagement agreement with RMR end on
December 31, 2014 and automatically renew for ssige one year terms unless we or RMR give noficen-renewal before the end of an applicable tékfa.
or RMR may terminate either agreement upon 60 gai®’ written notice, and
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RMR may also terminate the property managemeneageat upon five business days' notice if we undargbange of control, as defined in the property
management agreement.

Under our amended and restated business managegreetment with RMR, we acknowledge that RMR mayagegn other activities or businesses and actes th
manager to any other person or entity (includirgepREITS) even though such person or entity hassitment policies and objectives similar to ourd ae are

not entitled to preferential treatment in receivinfprmation, recommendations and other servicem fRMR. Previously our business management agreemaen
provided that, with certain exceptions, if we detered to offer for sale or other disposition anglngroperty that, at such time, is of a type witthie investment
focus of another REIT to which RMR provides managetservices, we would first offer that property parchase or disposition to that REIT and negetiat

good faith for such purchase or disposition. Thgatrof first offer provision was eliminated wheretbusiness management agreement was amendedstatdde

on December 23, 2013.

RMR also leased from us approximately 4,100 sqfeseof office space for one of its regional offaantil that lease was terminated in December 204&2earne
approximately $186 and $180 in rental income froRRin 2012 and 2011, respectively, which we beliess commercially reasonable rent for this offipace.

Under our Share Award Plan, we grant restrictedeshto certain employees of RMR, some of whom arefficers. We granted a total of 82,600 restdctbares
with an aggregate value of $1,888, 78,492 resttisteares with an aggregate value of $1,775 and@2gstricted shares with an aggregate value @3®1to such
persons in 2013, 2012 and 2011, respectively, baged the closing price of our common shares oNti8E on the dates of grants. One fifth of thosgrieted
shares vested on the grant dates and one fiftk wvestach of the next four anniversaries of thatgtates. These share grants to RMR employees addition to
the fees we pay to RMR. On occasion, we have ahtate arrangements with former employees of RMRadnnection with the termination of their employrhen
with RMR, providing for the acceleration of vestiafyrestricted shares previously granted to thedeuour Share Award Plan. Additionally, each of Bugsident
and Chief Operating Officer and Treasurer and Chileéncial Officer received grants of restrictedr&s of other companies to which RMR provides mament
services, including Five Star, in their capacitisofficers of RMR.

CWH: CWH was formerly our parent. We were spun of€WH's shareholders in 1999. As of December 3132&e own 250,000 common shares of CWH.
One of our Managing Trustees, Mr. Barry Portnoy reanaging trustee of CWH. Our other Managing fBeisMr. Adam Portnoy, is a managing trustee aed th
President of CWH. In addition, one of our Indepariderustees is an independent trustee of CWH. RMRigdes management services to both us and CWH.
CWH's executive officers are officers of RMR. Acdimigly, the purchase and right of first refusahsaction agreements between us and CWH descritbed be
were negotiated and approved by special commititeach company's board of trustees comprisedysoféhdependent Trustees who were not also Indegen
Trustees of the other company.

At the time of our spin-off from CWH, we and CWHtered into a transaction agreement, which was aestend May 5, 2008, pursuant to which, among other
things, we and CWH agreed that so long as CWH dW86 or more of our common shares, we and CWH enthggsame manager or we and
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CWH have any common managing trustees: (i) CWH matl make any investment in senior apartments, me@age communities, assisted living propertiessing
homes or other healthcare properties, including MQMthout the prior approval of a majority of dadependent Trustees, and (ii) we will not make any
investment in office buildings, warehouses or makcluding MOBs, without the prior approval of ajority of CWH's independent trustees. In 2008, in
connection with our agreement to purchase 45 MO&s ICWH, we and CWH amended the transaction agreeto@ermit us, rather than CWH, to invest in
MOBs and CWH granted us a right of first refusaptochase up to 45 identified MOBs then owned byHCMMCWH decided to sell those properties.

Between November 2010 and January 2011, we purdi2¥sproperties (approximately 2,803,000 squaredeeental space), which were majority leased @3B¢
from CWH for total sale prices of $470,000, exchgitlosing costs. In September 2011, we acquimd £WH 13 additional properties (approximately 0,800
square feet), which were majority leased as MOBsdt@l sale prices of $167,000, excluding closiogts. In connection with our September 2011 pwselwd the
13 properties from CWH, we and CWH terminated odsténg right of first refusal, as we have purclasabstantially all of the properties that werejsobto that
right of first refusal. Our purchase agreement&@¥WH include arbitration provisions for the redan of disputes.

AIC:  We, RMR, Five Star, CWH and four other compangewhich RMR provides management services eackrmly own 12.5% of AIC. All of our Trustees
and most of the trustees and directors of the Gif@rshareholders currently serve on the boardrefctbrs of AIC. RMR provides management and adstiative
services to AIC pursuant to a management and adtrative services agreement with AIC. Our GovereaBaidelines provide that any material transaction
between us and AIC shall be reviewed, authorizetagproved or ratified by the affirmative votesboth a majority of our Board of Trustees and a migj@f our
Independent Trustees. The shareholders agreemenmigams, the other shareholders of AIC and AIC idekiarbitration provisions for the resolution affites.

As of December 31, 2013, we have invested appraeim&5,209 in AIC since its formation in 2008. Wdiugh we own less than 20% of AIC, we use the gquit
method to account for this investment because Weveethat we have significant influence over Al€all of our Trustees are also directors of AICrOu
investment in AIC had a carrying value of $5,918 &b,629 as of December 31, 2013 and 2012, resp8ctivhich amounts are included in other assetswn
consolidated balance sheets. We recognized incé$@3d, $316 and $139 arising from our investmarilC for 2013, 2012 and 2011, respectively. Inelun
2013, we and the other shareholders of AIC purchasene-year property insurance policy providin@®B00 of coverage pursuant to an insurance program
arranged by AIC and with respect to which AIC iemsurer of certain coverage amounts. We paid @&femium, including taxes and fees, of approxitgate
$4,748 in connection with that policy, which amouomay be adjusted from time to time as we acquirdispose of properties that are included in thécgoDur
annual premiums for this property insurance in 28d@ 2011 were $4,438 and $1,600, respectivelpreefdjustments made for acquisitions or dispasstive
made during those periods. We periodically consldempossibilities for expanding our insurancetrefeships with AIC to include other types of insoca and
may in the future participate in additional inswarmfferings AIC may provide or arrange. We mayeshadditional amounts in AIC in the future if #vgansion
of this insurance business requires additionaltahfiut we are not obligated to do so. By partdipg in this insurance business with RMR and tiheio
companies to which RMR provides management serweegxpect
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Note 5. Related Person Transaction&Continued)

that we may benefit financially by possibly redugciour insurance expenses or by realizing our ppshare of any profits of this insurance business.

Directors' and Officers' Liability Insurance  In July 2013, we, RMR, Five Star, CWH and tho#eer companies to which RMR provides managenmanices
purchased a combined directors' and officers'litghhsurance policy providing $10,000 in aggregatimary non-indemnifiable coverage and $5,008ggregate
excess coverage and we also purchased from aratedehird party insurer a separate directors'aificers’ liability insurance policy providing $80 in
coverage. We paid aggregate premiums of approxiynd823 for these policies.

Note 6. Loan Receivable

In May 2011, we and Five Star entered into the @¥iloan under which we agreed to lend Five Stao$80,000 to fund a portion of Five Star's purehafsa
portfolio of six senior living communities. By Septber 30, 2011, Five Star had completed its adqnisdf these communities and had borrowed all @30 0f
this Bridge Loan. By December 31, 2011, Five Stat tepaid $42,000 of those borrowings. In April 20Rive Star paid the remaining balance of $38,000,
resulting in the termination of this Bridge LoarhelBridge Loan was secured by mortgages on thréeeafenior living communities that Five Star acgdiand o1
four other senior living communities owned by F&&r. The Bridge Loan bore interest at a rate eiguile annual rates of interest applicable tobmurrowings
under our revolving credit facility, plus 1%. Wecognized interest income from this Bridge Loan 814 for the year ended December 31, 2012, whiattladed
in interest and other income in our consolidatedestents of income and comprehensive income.

Note 7. Indebtedness

Our principal debt obligations at December 31, 2@&8e: (1) outstanding borrowings under our $750,00secured revolving credit facility; (2) four pigbh
issuances of unsecured senior notes, includingg2a,000 principal amount at an annual interest@é4.30% due 2016, (b) $200,000 principal amauirsn
annual interest rate of 6.75% due 2020, (c) $3@@thcipal amount at an annual interest rate 8% due 2021 and (d) $350,000 principal amounnaraual
interest rate of 5.625% due 2042; and (3) $681d&RfBegate principal amount of mortgages securesilbyf our properties with maturity dates from 2@4.2043.
The 51 mortgaged properties had a carrying valug9d6,419 at December 31, 2013. We also have teyoegties subject to capital leases totaling $13&14
December 31, 2013; these two properties had aingralue of $18,627 at December 31, 2013.

In connection with the acquisitions discussed ineNdabove, during the year ended December 31,, 204 3ssumed $12,266 of mortgage debt, which was
recorded at a fair value of $13,306. This mortdaag a contractual interest rate of 6.25% and mafarblay 2015. We recorded the assumed mortgaige fair
value, which exceeded its outstanding principahbet by $1,040. We determined the fair value obf®imed mortgage using a market approach based upo
Level 3 inputs (significant other unobservable itspin the fair value hierarchy.

In June 2013, we prepaid mortgage notes encumbgmrimgpf our properties that had an aggregate palbalance of $10,377, a weighted average intea¢s of
6.1% and maturity dates later in 2013. In Septer2baB, we prepaid a mortgage note encumbering fvearoproperties that had an aggregate principkrza of
$13,579, a weighted average interest rate of 6.9¢@amaturity date later in 2013. As a result, a@gnized losses on early extinguishment of deB268€ for the
year ended December 31, 2013.

F-29




Table of Contents

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

Note 7. IndebtednesgContinued)

Also in September 2013, we amended the agreemeetgag our unsecured revolving credit facility vitVells Fargo Bank, National Association, as
administrative agent, and a syndicate of otherdesndAs a result of the amendment the stated niatlate of the revolving credit facility was extemtfrom

June 24, 2015 to January 15, 2018. Subject todalimpnt of an extension fee and meeting certairr @hreditions, we have an option to further extemel gtated
maturity date by an additional one year. The rewmgl\credit facility agreement provides that we banrow, repay and reborrow funds available undermrévolving
credit facility agreement until maturity, and nangipal repayment is due until maturity. The $78®@0naximum amount of our revolving credit faciligmained
unchanged by the amendment. The revolving credilitiaagreement continues to include a featureanwhich maximum borrowings under the facility nisey
increased to up to $1,500,000 in certain circuntganUnder this amendment, the interest rate paltborowings under the revolving credit facilityragment was
reduced from LIBOR plus a premium of 160 basis fwia LIBOR plus a premium of 130 basis points, trelfacility fee was reduced from 35 basis poiat30
basis points per annum on the total amount of epdommitments. Both the interest rate premiumthedacility fee are subject to adjustment basezhughange
to our credit ratings. As a result of the amendmestrecognized a loss on early extinguishmenebt df $538. As of December 31, 2013, the intemst payabl:
on borrowings under our revolving credit facilitag1.4% and the weighted average interest rateofsowings under our revolving credit facility wa$% and
1.8% for the years ended December 31, 2013 and, 2842ectively. As of December 31, 2013 and Felpra@r 2014, we had $100,000 and $170,000, resgdgtiv
outstanding under our revolving credit facility. \Weurred interest expense and other associatesd @ated to our revolving credit facility of $87, $5,733 and
$2,745 for the years ended December 31, 2013, 20d2011, respectively.

Our revolving credit facility agreement provides &zceleration of payment of all amounts outstagdipon the occurrence and continuation of certeémts of
default, such as a change of control of us, whctudes RMR ceasing to act as our business maaageproperty manager.

Our public debt indentures and related supplememdsour credit facility agreement contain a nundfdmancial and other covenants, including coveadhat
restrict our ability to incur indebtedness or tokeaistributions under certain circumstances andire us to maintain financial ratios and a minimoet worth.

In July 2012, we sold $350,000 of unsecured semtes. The notes require interest at a fixed rafe625% per annum and are due in 2042. The neteslso be
prepaid at par at any time beginning in July 20N&t proceeds from this sale of the notes, afteenmdting discounts, fees and other expenses wepeaimately
$338,561. Interest on the notes is payable quwiitedrrears. We used a part of the net proceettsbffering to repay borrowings outstanding unaier
revolving credit facility and we used the remainimgj proceeds from this offering to prepay a paduw FNMA secured term loan and for general bussne
purposes, including funding a part of our recemjugsitions of properties discussed in Note 3 above.

In August 2012, we prepaid approximately $199,1Bthe outstanding principal balance of our FNMAwwed term loan that had an interest rate of 6.4% at
August 31, 2012 and a maturity date in Septemb&® 20sing, among other funds, net proceeds frondolyr2012 debt offering. As a result of this prgpant, 11
of the 28 properties securing this loan were relddsom the related mortgage. Also, as a restthisfprepayment, we recorded a loss on early exidmgnent of
debt of
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Note 7. IndebtednesgContinued)

approximately $6,349 consisting of a debt prepayrpeemium, legal fees and the write off of unanmmerti deferred financing fees.

At December 31, 2013 and 2012, our additional antdihg debt consisted of the following:

December 31, 201 December 31, 201
Face Unamortized Face Unamortized

Unsecured Debi Coupon Maturity Amount Discount Amount Discount
Senior note! 430% 201€ $ 250,000 $ 1,08t $ 250,000 $ 1,62C
Senior note! 6.75(%  202( 200,00( 1,34¢ 200,00( 1,56:
Senior note: 6.75(% 2021 300,00( 4,23( 300,00( 4,764
Senior note: 5.62%  204: 350,00( — 350,00( —
Total unsecured de $ 1,100,000 $ 6,66 $ 1,100,000 $ 7,941

Principal Balance as of Net Book Value of

December 31, Number of Initial Collateral
Interest Properties as Cost of

Secured and Other Debt 2013M 2012(1) Rate Maturity Collateral Collateral 2013 2012
Mortgages? $ — $ 1056! 6.11% Dec 1! — $ 17,03 $ — $ 14,88
Mortgages? — 13,75¢ 6.91% Dec 1! — 36,35¢ — 33,05;
Mortgages 36,14¢ 36,90¢ 5.83%  Jun 1: 2 79,00( 77,79¢ 78,594
Mortgage 30,177 30,94:  6.02% Mar 1t 1 99,00( 96,35« 98,34¢t
Mortgage 12,09: — 6.25% May 1t 1 22,35( 22,03 —
Mortgage 5,02( 5,121 5.65% Jun 1! 1 22,14 20,96¢ 21,43t
Mortgage 11,46¢ 11,61: 6.37% Jul 1¢ 1 14,84¢ 14,197 14,43
Mortgages 12,77: 13,05 5.66% Jul 1¢ 3 26,60¢ 25,457 25,86¢
Mortgage 2,80¢ 2,87¢ 5.880% Jul 1¢ 1 15,39’ 14,38¢ 14,77«
Mortgage 6,57¢ 6,79z 5.81% Oct 1t 1 9,65( 9,47¢ 9,66¢
Mortgage 4,502 4,59€¢ 5.810% Oct 1t 1 8,60( 8,16¢ 8,391
Mortgages 52,00( 52,00 5.64% Jan 1 1 70,49 64,90« 66,12:
Mortgage 6,363 6,47¢ 5.97% Apr 1€ 1 10,27: 9,811 10,05
Mortgage 87,92¢ 90,607 5.92% Nov 1¢€ 2 157,50 151,92¢ 154,69:
Mortgage 12,36¢ 12,537 6.25% Nov 1€ 1 22,10: 21,67: 21,96¢
Mortgage 5,72( 5,81C 5.86% Mar 17 1 11,28( 11,29: 11,56
Mortgages 45,75 46,75 6.54% May 17 8 62,50( 54,70 56,34:
Mortgage 11,24¢ 11,41¢ 6.150% Aug 17 1 16,40( 15,18( 15,50
Mortgage 9,42¢ 9,641 6.73% Apr 1€ 1 15,10( 11,29¢ 11,52¢
Mortgage 292,61 296,43 6.71% Sep 1 17 617,16: 252,40« 260,27
Mortgage® 3,007 3,27  7.31% Jan2 1 18,827  16,47¢ 16,83¢
Mortgage® 1,48: 1,60¢ 7.85% Jan2 — — — —
Mortgage 3,444 3,532 6.25% Feb 3: 1 5,20( 4,58¢ 4,69t
Mortgage 9,35¢ 9,49: 5.95% Sep 3 2 11,42t 9,08( 9,29t
Mortgage 4,672 4,747 4.38% Sep 4. 1 8,05¢ 7,632 7,76¢
Bonds 14,70( 14,70C 5.88% Dec 2] 1 34,30 25,61¢ 26,55¢
Capital Lease 13,31« 13,79: 7.70% Apr 2€ 2 28,60 18,62¢ 15,60:
Total securet $694,94. $719,04 53 $1,440,21 $964,04t $1,008,24

(1)  The principal balances are the amounts stateceicdhtracts. In accordance with GAAP, our carryialyies and recorded interest expense
may be different because of market conditions atithe we
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Note 7. IndebtednesgContinued)

assumed certain of these debts. As of Decembe2(@@B and 2012, the unamortized net premiums oaioesf these mortgages were
$4,485 and $5,430, respectively.

2) In 2013 we repaid this debt.

(3) These two mortgages are collateralized by one M@egrty acquired in July 200

We include amortization of capital lease assetiepreciation expense. Assets encumbered by cégrses had a net book value of $18,627 and $1%602
December 31, 2013 and 2012, respectively.

Interest on our unsecured senior notes and oursbisrhyable sen@nnually in arrears; however, no principal repayts@ne due until maturity. Required mont
payments on our mortgages include principal anerést. Payments under our capital leases are dothiypo

Required principal payments on our outstanding dslif December 31, 2013, are as follows:

2014 $ 48,22:
2015 94,24¢
2016 410,13¢
2017 65,38:
2018 115,60:
Thereaftel 1,161,35:

Note 8. Fair Value of Assets and Liabilities

The following table presents certain of our asaetsliabilities that are measured at fair valueaecurring and non recurring basis at Decembe2@13
categorized by the level of inputs used in the atdun of each asset or liability.

Significant
Quoted Prices in Active Significant Other Unobservable
Markets for Identical Observable Inputs Inputs
Description Total Assets (Level 1) (Level 2) (Level 3)
Assets held for sal@ $  29,21¢ $ — % 29,21¢ $ —
Long-lived assets held and udéd $ 653 $ — $ 652 $ —
Investments in available for sale securi
©) $ 29,07¢ $ 29,07¢ $ — —
Unsecured senior notés $ 1,099,37 $ 1,099,37¢ $ — $ —
Secured dedp) $ 755,30: $ — $ — $ 755,30

Q) Assets held for sale consist of 14 of our prtips (17 buildings) that we expect to sell thatr@ported at fair value less costs to sell. We
used offers to purchase these properties maderdypiéarties or comparable sales transactions (L2weputs) to determine the fair values
of these properties. We have recorded cumulatiy@iments of approximately $44,395 to these progeih order to reduce their book
value to fair value.

2) Long-lived assets held and used consist ofadroeir properties for which we reduced the cagyialue. We used broker information and
comparable sales transactions (Level 2 inputsgterchine the fair value of this property. We havevipusly recorded impairment of ass
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Note 8. Fair Value of Assets and LiabilitiegContinued)

(©)

charges of $1,304 and $3,071 for the years endedrbiger 31, 2013 and 2012, respectively, for thigerty in order to reduce its carrying
value to the amount stated.

Our investments in available for sale seasitnclude our 250,000 common shares of CWH ar8b40P0 common shares of Five Star.
The fair values of these shares are based on gpatexs at December 31, 2013 in active marketsgL&vnputs).

4) We estimate the fair values of our unsecusstos notes using an average of the bid and ask pifiour then outstanding four issuances of
senior notes (Level 1 inputs) on or about Decendie2013. The fair values of these senior notegakibns exceed their book values of
$1,093,337 by $6,041 because these notes weradratia premium to their face amounts.

(5)  We estimate the fair values of our secured dehisiyg discounted cash flow analyses and curremdygiling market terms as of the

measurement date (Level 3 inputs). Because Leirgl8s are unobservable, our estimated fair valag differ materially from the actual
fair value.

In addition to the assets and liabilities descrilvethe above table, our additional financial instents include rents receivable, cash and caskaquots, restricte
cash, other unsecured debt and other liabilitiée. fair values of these additional financial instents approximate their carrying values at DecerBheR013
based upon their liquidity, short term maturityrighle rate pricing or our estimate of fair valu@ng discounted cash flow analyses and prevailitgrést rates.

Note 9. Concentration of Credit Risk

The assets included in these financial statemeatpranarily income producing senior housing andltieare related real estate located throughoutttited
States. The following is a summary of the assetsdé and rents earned from our significant lesseé and for the years ended December 31, 2012@h2:

At
December 31, 2013

At
December 31, 2012

Investment ) % of Total Investment® o4 of Total
Five Star $ 2,099,71 0% $ 2,074,87 41%
All others 3,163,91. 60% 2,944, 73 59%
$ 5,263,62! 100% $ 5,019,61 100%

Year Ended Year Ended
December 31, 2013 December 31, 2012

Rental income % of Total Rental income % of Total
Five Star $ 203,71¢ 4% $ 200,91: 45%
All others 255,66! 56% 249,85 55%
$ 459,38( 100% $ 450,76¢ 100%

1) Represents real and personal property leased teoants at historical cost after impairment losses before depreciation. Excludes

properties classified as held for s¢
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Note 9. Concentration of Credit Risk(Continued)

As discussed above, Five Star is our former sulsidRental income from Five Star represented 42%upannualized rental income and the properties Btar
leases from us represented 40% of our investmantsst, as of December 31, 2013. As of Decembe2@13, Five Star also managed a portfolio of 4dme
living communities for our account.

Subject to the information in the following paragiafinancial information about Five Star may baerfd on the SEC's website by entering Five Starisenat
http://lwww.sec.gov/edgar/searchedgar/companyseédnch.Reference to Five Star's financial informat@n this external website is presented to comjilly w
applicable accounting regulations of the SEC. Ekéapsuch financial information contained theramis required to be included herein under suchlaggns,
Five Star's public filings and other informatiorcdéded in external websites are not incorporatetefsrence into these financial statements.

In November 2013, Five Star announced that it kestate its financial results for 2011, 2012 arlfitst and second quarters of 2013 due to ceedors

primarily relating to the accounting for non-cashame tax items in prior periods, and that its mesly filed financial reports for the years end®december 31,
2011 and December 31, 2012 and for the periodsdelidech 31, 2013 and June 30, 2013 should no lobgeelied upon. In addition, Five Star has notfijed its
Quarterly Report on Form 10-Q for the quarter enflegtember 30, 2013. Five Star also announcedt thatl determined that, as a result of the mattssussed
above, Five Star has a material weakness in @sriat control over financial reporting. We undenstshat Five Star is currently in the process efpring restated
financial statements for the fiscal years endedeldser 31, 2011 and December 31, 2012 and the guarided March 31, 2013 and June 30, 2013, whitthevi
filed with the SEC on an amended Annual Report om10-K for the year ended December 31, 2012 amehded Quarterly Reports on Form 10-Q for the
quarters ended March 31, 2013 and June 30, 2013indkerstand that Five Star is also in the procépseparing its Quarterly Report on Form QOfor the quarte
ended September 30, 2013. However, there is noaag=ias to when the restatements and updatediBS Wwill be completed.

See Note 5 for further information relating to ¢emses and management arrangements with Five Star.

Note 10. Segment Reporting

We have four operating segments, of which threeseparately reportable operating segments: (iletript senior living communities that provide shertm and
long term residential care and dining servicesdsidents, (ii) managed senior living communittest torovide short term and long term residentiad @nd dining
services for residents and (iii) MOBs. Our triplet and managed senior living communities includiependent living communities and assisted living
communities and SNFs. Properties in the MOB segiinehide medical office, clinic and biotech labangtbuildings. The "All Other" category in the folling
table includes amounts related to corporate busines
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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 (los:

Interest and other incon

Interest expens

Loss on early extinguishment of de

Income (loss) before income tax expen
and equity in earnings of an inves
Income tax expens
Equity in earnings of an invest
Income (loss) from continuing operatic
Discontinued Operation
Income from discontinued operatic
Impairment of assets from discontint
operations
Income before gain on sale of proper
Gain on sale of properti

Net income (loss

Total asset

activities and the operating results of certairpprties that offer fitness, wellness and spa sesvio members.

For the Year Ended December 31, 201

Triple Net Managed
Senior Living Senior Living All Other
Communities Communities MOBs Operations Consolidated
$ 237,20¢ $ — $ 20459 $ 17577 $ 459,38(
— 302,05¢ — — 302,05¢
237,20¢ 302,05 204,59 17,57 761,43¢
— 233,71: 66,16" 299,87¢
66,85« 28,97 53,40¢ 3,79z 153,02¢
— — — 32,651 32,65’
_ — = 3,37¢ 3,37¢
6,68¢ — — 1,30¢ 7,98¢
73,53¢ 262,68. 119,57! 41,13 496,92¢
163,67( 39,37t 85,01¢ (23,55¢) 264,51(
— — — 711 711
(26,507 (12,217 (5466 (73,63 (117,819
— — — (797) (799
137,16¢ 27,15¢ 79,55 (97,27%) 146,60
— — — (600) (600)
— — — 334 334
137,16¢ 27,15¢ 79,55 (97,547) 146,33¢
— — 5,04: — 5,04¢
— — (37,610 — (37,610
137,16¢ 27,15¢ 46,98¢ (97,547 113,77:
37,39: — — — 37,392
$ 17456 $ 27,15¢ $ 46,98¢ $ (97,547) $ 151,16«
$ 1,778,559 $ 979,15 $ 1,727,49 $ 279,42t $ 4,764,66
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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 (los:

Interest and other incon

Interest expens

Loss on early extinguishment of de
Gain on lease terminatiol

Income (loss) before income tax expen
and equity in earnings of an inves
Income tax expens
Equity in earnings of an invest
Income (loss) from continuing operatic
Discontinued Operation
Income from discontinued operatic
Income before loss on sale of proper
Loss on sale of propertis

Net income (loss

Total asset

For the Year Ended December 31, 201

Triple Net Managed
Senior Living Senior Living All Other
Communities Communities MOBs Operations Consolidated
$ 246,94t $ — $ 186,06 $ 17,75¢ $ 450,76¢
— 184,03: — — 184,03:
246,94¢ 184,03: 186,06! 17,75¢ 634,80(
— 138,81¢ 58,87 197,69¢
68,41¢ 19,43: 47,39 3,79: 139,04:
— — — 31,51; 31,517
_ — = 9,39¢ 9,394
— — 3,071 — 3,071
68,41¢ 158,25¢ 109,34. 44,70: 380,72(
178,52¢ 25,77¢ 76,72 (26,947 254,08(
— — — 1,115 1,115
(35,530 (11,769 (3,259  (66,68) (117,240
— — — (6,349 (6,349
37¢ — — — 37E
143,37 14,00¢ 73,46¢ (98,86%) 131,98¢
— — — (375 (379)
— — — 31€ 31€
143,37 14,00¢ 73,46¢ (98,92¢) 131,92-
— — 4,061 — 4,061
143,37 14,00¢ 77,52¢ (98,92¢) 135,98!¢
— — (101) — (107)
$ 14337- $ 14,00¢ $ 77,428 $ (98,929 $ 135,88
$ 1817,25: § 949,97- $ 1,684,433 $ 296,34: $ 4,748,00:
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For the Year Ended December 31, 201

Triple Net Managed
Senior Living Senior Living All Other
Communities Communities MOBs Operations Consolidated

Revenues

Rental income $ 24265 $ — $ 15182 $ 17,708 $ 412,18(

Residents fees and servic 27,85 — — 27,85

Total revenue 242,65. 27,85 151,82: 17,70¢ 440,03:

Expenses

Property operating expens — 21,63¢ 43,76 65,40(

Depreciatior 68,42¢ 2,591 36,14" 3,79: 110,95¢

General and administrati\ — — — 26,04: 26,04

Acquisition related cost — — — 12,23¢ 12,23¢

Impairment of asse: 1,02¢ — 962 — 1,99(

Total expense 69,457 24,23( 80,87( 42,07: 216,62

Operating income (los: 173,19! 3,621 70,95: (24,367 223,40:
Interest and other incon — — — 1,451 1,451
Interest expens (41,510 (2,3572) (996) (53,409 (98,267)
Loss on early extinguishment of de — — — (427) (427)
Income (loss) before income tax expen

and equity in earnings of an inves 131,68! 1,26¢ 69,957 (76,74 126,16+
Income tax expens — — — (312 (312
Equity in earnings of an invest — — — 13¢ 13¢
Income (loss) from continuing operatic 131,68! 1,26¢ 69,95° (76,920) 125,99:
Discontinued Operation

Income from discontinued operatic — — 4,118 — 4,11z
Income before gain on sale of proper 131,68! 1,26¢ 74,07( (76,920 130,10«
Gain on sale of properti¢ 21,23¢ — 79 — 21,31¢
Net income (loss $ 15292 $ 1,26¢ $  74,14¢ $ (76,920 $ 151,41¢
Total asset $ 1,818,46' $ 643,060 $ 1,487,360 $ 434,15. $ 4,383,04
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(dollar amounts in thousands, except per share datar as otherwise stated)

Note 11. Income Taxes

Our provision for income taxes consists of thedeihg:

For the year ended December 3:

2013 2012 2011
Current:
Federa $ — % — % —
State 60C 37¢ 31z
60C 37¢ 31z
Deferred:
Federa — — —
State — — —
Income tax provisiol $ 60C $ 37t $ 31z

A reconciliation of our effective tax rate and tHeS. federal statutory income tax rate is as folow

For the year ended December 3.

2013 2012 2011
Taxes at statutory U.S. federal income tax 35.% 35.(% 35.(%
Nontaxable income of SN (35.0% (35.0% (35.0%
State and local income taxes, net of federal tax

benefit 0.4% 0.3% 0.2%
Change in valuation allowan: 3.5% 2.4% 0.4%
Other differences, n¢ (3.5)% (2.9)% (0.4)%
Effective tax rate 0.4% 0.2% 0.2%

Deferred income tax balances reflect the net téecef of temporary differences between the carrgimpunts of assets and liabilities on our constdidi®alance
sheets and the amounts used for income
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(dollar amounts in thousands, except per share datar as otherwise stated)

Note 11. Income TaxegContinued)

tax purposes and are stated at enacted tax rgiested to be in effect when taxes are actually pamcovered. Significant components of our defétax assets
and liabilities are as follows:

For the year ended December 3:

2013 2012
Deferred tax asset

Deferred revenu $ 2987 $ 2,16¢
Tax loss carryforward 7,37: 1,751
10,36( 3,92(
Valuation allowanct (10,207) (3,819
157 10€

Deferred tax liabilities
Depreciable asse (157) (106€)
Net deferred income tax $ — $ —

Deferred tax liabilities are included in other ligkes in the accompanying consolidated balanaseth

Because of our TRSs' short operating history astbthyi of losses, we are not able to conclude thatmore likely than not we will realize the fueuibenefit of our
deferred tax assets; thus we have provided a 1@G0&&ton allowance as of December 31, 2013 and.204d when we believe it is more likely than tioat we
will recover our deferred tax assets, we will reseethe valuation allowance as an income tax beimeditir consolidated statement of operations. As of
December 31, 2013, our consolidated TRSs had regtiipg loss carry forwards for federal income piaxposes of approximately $18,648, which, if unysedin
to expire in 2031.

Note 12. Selected Quarterly Financial Data (unaudéd)

The following is a summary of our unaudited quaytezsults of operations for 2013 and 2012:

2013

First Second Third Fourth

Quarter Quarter Quarter Quarter
Revenue:! $ 186,90¢ $ 186,92¢ $ 187,26 $ 200,33¢
Net income® 35,23t 5,59¢ 38,12¢ 72,20¢

Per share dat:

Net income $ 0.1¢ $ 0.0 $ 0.2C $ 0.3¢
Common distributions declaréd) $ 03¢ $ 03¢ $ 0.3¢ $ 0.3¢
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

(dollar amounts in thousands, except per share datar as otherwise stated)

Note 12. Selected Quarterly Financial Data (unaudéd) (Continued)

Revenue:!

Net income

Per share dati
Net income

Common distributions declaréd

2012
First Second Third Fourth
Quarter Quarter Quarter Quarter
$ 142,59¢ $ 144,39: $ 156,10¢ $ 191,70:
32,352 33,25 25,64¢ 44,63¢

$ 020 $
$ 03¢ $

0.2C $ 0.1t $ 0.2¢8
0.3t $ 03¢ $ 0.3¢

Q) In the second quarter, we recorded impairment @sao§ $32,267. On December 31, 2013, we sold oaréabilitation hospitals for a

gain of $36,251.

(2)  Amounts represent distributions declared with respethe periods shown. Distributions are gengnaélid in the quarterly period followil

the quarterly period to which they rela

Note 13. Pro Forma Information (unaudited)

During 2013, we purchased six senior living comrtigaiand six MOBs (seven buildings) for $202,82d assumed $12,266 of mortgage debt at a weighted
average interest rate of 6.25% related to certagup2013 acquisitions. We sold one skilled nugdiacility and two rehabilitation hospitals for $280, recording
a gain on sale of $37,392. In January 2013, wests411,500,000 common shares in a public offeriaiging net proceeds of approximately $262,068.

During 2012, we purchased 11 senior living commasgiand 12 MOBs (13 buildings) for $449,657 andiased $121,793 of mortgage debt at a weighted agerag

interest rate of 5.84% related to certain of out28cquisitions. We sold one MOB (one building) $4r100, recording a loss on sale of $101. In 2082, we
issued 13,800,000 common shares in a public offeraising net proceeds of approximately $287,052uly 2012, we sold $350,000 of unsecured sarites

due 2042 at a fixed rate of 5.625% per annum.

The following table presents our pro forma resafteperations as if all of these 2012 and 2013/aiets were completed on January 1, 2012. Thisfpnma data i
not necessarily indicative of what actual resuftspgerations would have been for the periods prtesemor does it represent the results of operationany future
period. Differences could result from, but are livoited to, additional property sales or investngemhanges in interest rates and changes in oity egudebt

structure.

Total revenue
Net income

Per common share dat
Net income

For the Year Ended
December 31,
2013 2012
$ 766,26. $ 696,80t
$ 113,15( $ 179,80:

$ 0.6C $ 0.9¢

During the year ended December 31, 2013, we rezednievenues of $12,306, property operating exjsenis®4,057 and interest expense of $368 arisiomg four
acquisitions completed in 2013. During the yearsehBecember 31, 2012, we recognized revenues ¢8426property operating expenses of $15,957 aedest

expense of $2,354 arising from our acquisitions gleted in 2012.
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State Encumbrances Land

SENIOR HOUSING PROPERTIES TRUST

SCHEDULE IlI

REAL ESTATE AND ACCUMULATED DEPRECIATION
DECEMBER 31, 2013
(Dollars appearing in the table below are in thousads)

Initial Cost to Company
Cost
Capitalized

Buildings,

Improvements & Subsequen
to

Equipment

Acquisition Impairment

Cost at December 31, 201

Land

Buildings,
Improvements &

Equipment

Total ()

Accumulated

Depreciation
@]

Original

Date Construction /

Acquired Renovated

® Date

2184
Parkway
Lake
Drive

2634
Valleydale
Road

2021 Dahike
Drive, NE Cullman

49 Hughes
Road

200 Terrace
Lane

413 Cox
Boulevarc Sheffield

13840 Nortt
Desert
Harbor
Drive

2444 West
Las
Palmarita:
Drive

11209 N.
Tatum
Boulevarc Phoenix

7090 Eas
Mescal
Street

6001 E.
Thomas
Road

17225
Boswell
Blvd.

14001 W.
Meeker  Sun City
Boulevarc West

2500 North
Rosemon
Boulevarc Tucson

710 N.
Euclid

1350 S. El
Camino
Real

47201
Lakeview
Boulevarc Fremont

47211/4721
Lakeview
Boulevarc Fremont

47900
Bayside
Parkway Fremont

577 South
Peach
Street

6075 N.
Marks
Avenue

24552 Pase
de Laguna
Valencia Hills

1642 Wes
Avenue . Lancaste

8631 West
3rd Stree Los Angele

8635 West
3rd Stree Los Angele

1319
Brookside
Avenue

Birminghan

Birminghan

Madison

Priceville

Peoria

Phoenix

Scottsdale

Scottsdale

Sun City

Anaheim

Encinitas

Fresnc

Fresnc

Redlands

AL

AL

AL

AL

AL

AL

AZ

AZ

AZ

AZ

AZ

AZ

AZ

AZ

CA

CA

CA

CA

CA

CA

CA

CA

CA

CA

CA

CA

— 58 5,98(

—  60C 7,57¢

— 287 3,41%

— 334 3,981

— 1,30( 9,441

— 3% 4,684 45€

— 2,681 15,84: 3,17¢

— 3,82 6,66¢ —

— 1,38 6,34¢ 61C

— 2,31t 13,65( 3,80¢

— 941 8,801 48(

— 1,18¢ 10,56¢ 367

=  SEE 3,301 —

— 4,42%¢ 26,11¢ 3,37

— 2,85( 6,96¢ 734

— 1,51 18,04: 374

— 3,20( 10,17 —

— 3,75( 12,65¢ —

— 4,58( 10,37( 857

— T3¢ 2,57 18¢

— 88 12,75: 322

— 3,17: 28,18« 1,13¢

— 601 1,85¢ 3,06¢

— 24,64 88,27 2,65¢

— 24,64( 90,35: 2,72¢

— 1,77C 9,982 25¢

S-1

58(

60C

281

1,30¢

394

2,681

3,82(

1,38(

2,31t

941

1,18¢

39t

4,42¢

2,88¢

1,51C

3,20(

3,75(

4,58(

73t

88(

3,17:
601
24,64(

24,64(

1,77(

6,16¢

8,45!
3,704
4,41(
9,561

5,14(

19,01¢

6,66¢

6,95¢

17,45¢

9,281

10,93¢

3,301

29,49.

7,66(

18,41¢

10,171

12,65¢

11,22

2,76¢

13,07

29,32!
4,92¢
90,93.

93,07¢

10,237

6,74¢

9,05:
3,991
4,74
10,86:

5,53¢

21,70¢

10,48t

8,33¢

19,77:

10,22¢

12,12¢

3,702

33,92(

10,54¢

19,92¢

13,371

16,40t

15,80:

3,50¢

13,95¢

32,49¢
5,52¢
115,57:

117,71t

12,007

82(

1,08t
977
1,12(
50C

1,281

6,57

50C

41¢

5,68:

4,415

5,261

1,021

10,417

1,011

2,67¢

57z

71z

611

1,67

1,87¢

13,85!
2,151
6,92¢

7,104

1,46¢

8/1/200¢ 2001

8/1/200¢ 200(

11/19/200. 199¢
11/19/200 199¢
2/1/201: 200€
11/19/200. 199¢

1/11/200: 199(

12/22/2011 198:

9/30/201.: 1981

1/11/200: 1984 /201

5/16/199: 199(C

6/17/199: 199(

2/28/200: 199¢

1/11/200: 198¢

7/9/200¢ 199z

3/31/200: 199¢

9/30/201.: 199(C

9/30/201. 198¢

9/30/201:  1991/201

12/28/1991 1963 /198

3/31/200: 199¢

9/9/199:  1975/199

12/28/1991 1969 /201
11/22/201 197¢

11/22/201 197¢

3/31/200: 199¢
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Address City

SENIOR HOUSING PROPERTIES TRUST

SCHEDULE Il

REAL ESTATE AND ACCUMULATED DEPRECIATION (Continued )
DECEMBER 31, 2013

(Dollars appearing in the table below are in thousads)

Initial Cost to Company
Cost
Capitalized

Buildings,
Improvements & Subsequen
to
Acquisition

State Encumbrances Land  Equipment

Cost at December 31

, 201

Impairment Land

Buildings,
Improvements & Total

Equipment @

Accumulated

Depreciation
@]

Original
Date Construction /
Acquired

Renovated
3

Date

110 Sterling
Court
1371
Parkside San
Drive Bernardinc
16925 &
16916
Hierba
Drive
3030
Science
Park
3040
Science
Park
3050
Science
Park
537 E.
Fulton
Street
877 East
March
Lane
3530 Deer
Park
Drive
93 W
Avenida
de Los
Arboles
6835
Hazeltine
Street
1866 Sar
Miguel
Drive
515
Fairview
110 West
Van
Buren
3920 East
San
Miguel
Street
2050 South
Main
2501 Little
Bookcliff Grand
Drive Junction
2825
Patterson Grand
Road Junction
1599 Ingalls
Street
5555 Soutt
Elati
Street
8271 South
Continent
Divide
Road
9005 / 902&
Grant
Street
9005 / 902&
Grant
Street Thornton
7809 W.  Wheat
38th Aver Ridge
40 Sebethe
Drive
866 North
Main
Street

Roseville

San Diegc

San Diegc

San Diegc

San Diegc

Stockton

Stockton(®)

Stockton

Thousanc
Oaks

Van Nuys

Walnut
Creek

Canon City
Colorado
Springs
Colorado
Springs

Delta

Lakewood

Littleton

Littleton

Thornton

Cromwell

Wallingford

CA — 1,62( 10,26: 34:

CA 1,25( 9,06¢ 68¢€

CA 9,14: 53,90« 10,34:

CA 2,46¢ 46,47%

CA 1,22t 23,07%

CA 1,50¢ 28,75!

CA 382 2,75( 781

CA 7,51¢€ 1,17¢ 11,17: 5,132

CA 67C 14,41¢ 357

CA 622 2,52 2,45¢€

CA 71€ 37¢ 75¢

CA 2,01( 9,29( 1,17¢

Cco 29z 6,22¢ 1,037

Cco 24t 5,23¢ 1,67¢

Cco 1,38( 8,89« 96

Cco 167 3,57( 768

Cco 204 3,87¢ 1,43¢

CcO 17z 2,58% 2,101

(60) 232 3,76¢ 2,882

CcO 18¢ 5,042 2,314

(60] 40C 3,501

CcO 961 10,86° 1

(60] A7t 90¢

Cco 47C 3,37t

CT 57C 5,304 491

43C 3,13¢ 31z

S-2

— 1,62(

— 1,25

— 9,142

— 2,46¢

= L7278

— 1,50¢

382

— 1,17¢

67¢

622

71¢

— 2,01(C

(3519 292

(3,03) 24¢

— 1,38(

167

204

172

23z

18¢

40C

961

47¢
47C

57C

43C

10,60¢ 12,22¢

9,75% 11,00¢

64,24¢ 73,381

46,47 48,93¢

23,077 24,302

28,75% 30,26!

3,531 3,91¢

16,30: 17,47¢

14,77¢ 15,44¢

4,97¢ 5,60(

1,13: 1,851

10,46 12,47¢

3,75: 4,04¢

3,87¢ 4,12t

8,99( 10,37(

4,33: 4,50(

5,31C 5,51«

4,68¢ 4,857

6,64¢ 6,88(

7,351 7,54:

3,507 3,90%

10,86¢ 11,82¢

90¢ 1,38¢

3,37¢ 3,84t

5,79t 6,36¢

3,44¢ 3,87¢

1,51¢

2,01z

21,56¢

5,131

2,54¢

3,17¢

1,90¢

4,541

2,12¢

2,332

591

54¢€

1,442

1,40¢

364

1,85¢

2,70¢

2,41¢

3,30¢

3,89¢

1,082

272

23
31€

39¢

237

3/31/200¢ 199¢

8/31/200¢ 198¢

1/11/200: 1987 /201

8/6/200¢ 1986 / 200

8/6/200¢ 1986 / 200

8/6/200¢ 1986 / 200

6/30/199: 196¢

9/30/200: 1988 /200

3/31/200¢ 99

12/28/1991 1965 /201

12/28/1991 1969/ 198

12/1/201: 1996/ 201

9/26/199°  1970/198

9/26/199° 1972/199

7/31/201; 1971

9/26/199° 1963/197

12/30/199: 1968 /198

12/30/199: 1978/199

12/28/1991 1972 /201

12/28/199 196t

2/28/200: 199¢

12/28/201. 2001

12/28/201. 2001

4/1/201( 200¢

12/22/2011 199¢

12/22/2011 198¢
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SENIOR HOUSING PROPERTIES TRUST

SCHEDULE Il
REAL ESTATE AND ACCUMULATED DEPRECIATION (Continued )
DECEMBER 31, 2013
(Dollars appearing in the table below are in thousads)

Initial Cost to Company Cost at December 31, 201
Cost
Capitalized Original
Buildings, Buildings, Accumulated Date Construction /
Improvements&Substiquen Improvements & Total Depreciation Acquired Renovated
Address City State Encumbrances Land Equipment  Acquisition Impairment Land Equipment @ @) ©) Date
1145
19th Stre Washingto. DC — 13,60( 24,88( 2,44¢ — 13,60( 27,32¢ 40,92¢ 3,242 5/20/200! 197¢
2141 K
Street  Washingto DC — 13,70( 8,40( 1,35¢ — 13,70( 9,75¢ 23,45¢ 1,20¢ 12/22/200: 196¢
255
Possum
Park
Road  Newark DE — 2,0K( 11,85: 2,777 — 2,0K( 14,62¢ 16,63¢ 4,88t 1/11/200: 198:
4175
Ogletowt
Road /
501
South
Harmony
Road  Newark DE — 1,50( 19,447 99C — 1,50( 20,437 21,93 2,88¢ 3/31/200! 199¢
1912 Mars
Road  Wilmington DE — 4,36t 25,73¢ 2,50¢ — 4,36t 28,24: 32,607 9,44¢ 1/11/200: 1988/201

1212 Foulk Vimingtor

Road ®
407 Foulk
Road  Wilmington DE — 38 227 1,08( — 38 1,307 1,34: 40¢  1/11/200: 196¢
2723

Shipley

Road  Wilmington DE —  86¢ 5,12¢ 3,297 —  86¢ 8,42¢ 9,29: 2,89¢ 1/11/200. 1989/200
13709

Progress

Boulevar Alachua FL — 1,08( 1,67¢ 17¢ — 1,08( 1,857 2,93t 10¢  6/6/201: 198t
Progress

Center—

Lot1l

Property Alachua FL — 16t — — — 16t — 16t —  6/6/201: N/A
Progress

Center—

Lot 4

Property Alachua FL — 331 — — — 331 — 331 —  6/6/201: N/A
13859

Progress

Boulevar Alachua®  FL 3,44¢  57C 4,27¢ — — 57C 4,27¢  4,84¢ 25€  7/26/201: 2007
13545

Progress

Boulevar Alachua FL — b1z 4,93t — — b1z 4,93t 5,447 31¢  6/6/201: 200¢
13631

Progress

Boulevar Alachua FL — b1z 4,941 — — b1z 4,941 5,45; 31¢  6/6/201: 200¢
Progress

Vacant

Land (47

acres) Alachua FL —  4,00( — — —  4,00( —  4,00( — 8/30/201: N/A
6343 Via

de

Sonrisa

del Sur Boca Rator FL —  4,16¢ 39,63! 72¢ —  4,16¢ 40,36: 44,52¢ 19,80( 5/20/199: 1994 /199
22601
Camino
Del Mar
1425
Congres: Boynton

Avenue Beach FL — 2,39( 14,76¢ 77¢ — 2,39( 15,547 17,93 1,01z 8/9/201: 199¢
1325 S

Congres: Boynton

Avenue Beach FL — 1,62 5,341 13 — 1,62 5,35¢ 6,97¢ 19C 7/27/201; 1985 /200
1416

Country

Club

Blvd. Cape Cora FL — 40 2,907 — — 40 2,907 3,301 89¢  2/28/200: 199¢
8500 Roya

Palm Coral

Boulevar Springs FL — 3,4U 20,104 22,67¢ — 34U 42,78( 46,19( 10,13t 1/11/200. 1984 /201
3001 Deer

Creek Deerfield

Boulevar Beach FL —  3,19¢ 18,84¢ 15,19¢ —  3,19¢ 34,04¢ 37,24: 9,06¢ 1/11/200: 1990/201
1208 Soutt

Military Deerfield

Trail Beach FL — 1,69( 14,97: 3,11% — 1,69( 18,08¢ 19,77« 7,63: 5/16/199: 198¢
2525 Eas

First

Street  Fort Myers FL — 2,38t 21,13} 1,720 — 2,47t 22,767 25,24: 10,537 8/16/199. 1984/198
12780

Kenwooc

Lane Fort Myers FL —  36¢ 2,17¢ 2,31¢ —  36¢ 4,48¢ 4,85¢ 1,207 1/11/200: 1990/ 200
1825 ;

Ridgewo :Iolly Hill

Avenue @ FL 12,36¢  90C 21,20 1,06¢ —  90cC 22,27 23,17: 1,49¢ 7/22/201. 1926 /200

DE 7,304 1,17¢ 6,95( 1,32¢ — 1,17¢ 8,27¢ 9,45¢ 3,06¢ 1/11/200: 1974/199

Boca Ratol

@ FL 19,75, 3,20( 46,80( 1,58¢ — 3,20( 48,38¢ 51,58¢ 2,77¢ 12/15/201 199(
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SCHEDULE Il
REAL ESTATE AND ACCUMULATED DEPRECIATION (Continued )
DECEMBER 31, 2013
(Dollars appearing in the table below are in thousads)

Initial Cost to Company Cost at December 31, 201
Cost
Capitalized Original
Buildings, Buildings, Accumulatec Date Construction /
Improvements & Substtcejquen Improvements & Total Depreciation Acquired Renovated
Address City  State Encumbrances Land  Equipment  Acquisition Impairment Land  Equipment @ @) @) Date
2480 North Park Roa Hollywood FL — 4,50( 40,50( 9,39« — 4,500 49,89« 54,39 2,50¢ 12/15/201. 1986 /201
8901 Tamiami Trail E. Naples FL — 3,20( 2,89¢ 12,39: — 3,20C 15,29( 18,49( 2,61« 8/31/200t 1984 /200
12780 Waterford Lake
Parkway Orlando  FL — 977 3,92¢ — — 977 3,92¢ 4,90: — 12/18/201: 200z
1603 S. Hiawassee Ro Orlando  FL — 48t 2,617 — — 48t 2,617 3,10¢ — 12/18/201: 200z
1825 N. Mills Avenue,
Orlando Orlando  FL — bI¢ 1,79¢ 33€ — blI¢ 2,13t 2,65¢ 247 12/22/200: 1997
1911 N. Mills Avenue
Orlando Orlando  FL — 1,94¢ 7,197 49: — 1,94¢ 7,68¢ 9,63t 94t 12/22/200: 1997
1925 N. Mills Avenue,
Orlando Orlando  FL — 13t 532 49 — 13t 581 71€ 6¢ 12/22/200: 1997
250 N. Alafaya Trai Orlando  FL — 967 4,36 — — 967 4,36z 5,32¢ — 12/18/201 199¢
Palm
900 West Lake Roa Harbor® FL 23,35¢ 3,44¢ 20,33¢ 5,55¢ — 3,44¢ 25,89 29,34( 8,52¢ 1/11/200: 1989/201
Palm
45 Katherine Boulevar Harbor FL — 3,37¢ 29,94¢ 1,498 — 3,37¢ 31,44( 34,81¢ 15,02¢ 5/16/199: 1992 /201
Plantation
8500 West Sunrise Bouleva FL 16,39¢ 4,70( 24,30( 1,67% — 4,70C 25,977 30,67: 1,68t 12/15/201 198¢
Pompano
2701 North Course Dr Beach FL — 7,70( 2,125 34,45¢ — 7,70C 36,58 44,28! 6,48¢ 8/31/200t 1985/ 201
Pompano
1371 South Ocean Bouleve Beach FL — 2,50( 15,50( 1,24% — 2,50C 16,74 19,24: 1,05( 12/15/201 1991
Port
20480 Veterans Bouleva Charlotte FL — 40C 11,93¢ 49¢ — 40C 12,437 12,83: 86¢ 7/22/201: 199¢
Port
501 N.W. Cashmere Boulev: St. Lucie  FL — 89C 9,34t 481 — 89C 9,832 10,72: 694 7/22/201: 2007
Port
1699 S.E. Lyngate Driv St. Lucie FL — 1,24: 11,00¢ 50¢ — 1,24: 11,51¢ 12,76( 5,52¢ 5/20/199: 199:
900 South Harbour Island
Blvd. Tampa FL — 4,85( 6,34¢ 7 — 4,85( 6,35€ 11,20¢ 98¢ 10/30/200 198¢
West Paln
111 Executive Center Driv.  Beach FL — 2,061 12,15: 9,36 — 2,061 21,51¢ 23,57: 6,411 1/11/200. 1988/200
855 North Point Pkw! Alpharetta GA — 5,39( 26,71 — — 5,39( 26,71 32,10: 3,58¢ 8/21/200t 200€
1291 Cedar Shoals Dri\ Athens GA — 337 4,00¢ 397 — 337 4,40 4,74 1,10¢ 11/19/200. 199¢
59 Executive Park Sou Atlanta GA — 4,98( 11,26¢ 474 — 4,98( 11,74( 16,72( 847 1/26/201: 1966 /200
1515 Sheridan Roe Atlanta GA — 5,80( 9,30¢ 3 — 5,80( 9,30¢ 15,10¢ 1,42¢ 11/30/200 197¢
240 Marietta Highwa Canton GA — 80€ 8,55¢ 35¢ — 80€ 8,914 9,72( 5C 10/1/201: 1997 /200
4500 South Stadium Driv~ Columbus GA — 294 3,50¢ 132 — 294 3,637 3,931 927 11/19/200. 199¢
1352 Wellbrook Circle Conyers  GA — 34z 4,06¢ 822 — 34z 4,890 5,23: 1,162 11/19/200. 1997 / 200
1501 Milstead Roa Conyers  GA — 75C 7,78¢ — — 75C 7,78¢ 8,53¢ 634 9/30/201 200¢
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(Dollars appearing in the table below are in thousads)

Initial Cost to Company
Cost
Capitalized

Buildings,
Improvements & Subsequen
to

Address City State Encumbrances Land Equipment  Acquisition

Impairment Land

Cost at December 31, 201

Buildings,
Improvements &

Equipment

Accumulated

Total Depreciation
1) @]

Acquired

Original
Date Construction /
Renovated

® Date

4960 Jot
Em
Down
Road

2470 Dug
Gap
Road

101 West
Ponce
De Leor
Avenue Decatur

2801 N.
Decatur
Road

114
Penland
Street

353 North
Belair
Road

2435
Limestol
Parkway Gainesville

8080
Summit
Busines
Parkway Jonesbor«

6191
Peake
Road

1360
Upper
Hembre
Road

5200
Habersk
Street

7410
Skidawe
Road

1
Savanni
Square
Drive

2078
Scenic
Highway
North

1300
Montrea
Road

1100 War(
Avenue @
600 Mano
Drive  Clarinda
2401 E. Des
8th Stre Moines
608 Prairie
Street
1015 Wes
Summit Winterset
2340 Wes
Seltice Coeur
Way d'Alene
850
Lincoln
Drive  Idaho Falls 1D
1250 Wes Arlington 1L
Central Heights
Road
1450
Busch Buffalo
Parkway Grove IL
7130
Crimson
Ridge
Drive
1220
Lakevie
Drive

Cumming GA 1,54¢ 18,66¢ 887

Dalton GA 262 3,11¢ 348

GA 3,50( 13,17¢

Decatur GA 3,10 4,43¢

Ellijay 49¢ 7,107

Evans GA 23C 2,668

GA 26€ 3,18¢ 191

GA 1,80C 20,66« 384

Macon GA 18¢ 2,17¢ 284

Roswell GA 1,08( 6,13¢

Savannat

@ GA 450;  80C 7,80C 145

Savannal GA 40C 5,67C 794

Savannal GA 1,20C 19,09( 3,991

Snellville  GA 4,03( 121

Tucker GA 69C 711

Honolulu

6,21(

HI 52,000 11,20( 55,61¢ 172

7 1,45% 90€

1A 12: 627 894

94

Mediapolis 1A — 1,77¢ 714

>
|

111 2,09¢ 1,31

D —  91C 7,17C 122

51C
3,66¢

6,64(
32,581

39t
1,99¢

3,80( 11,45¢ 162

Rockford  IL 20C 7,30C 14

Romeoville 1,12( 19,58:

— 11,20(

(319

S5

1,54¢ 19,55¢

262 3,46:

3,50( 13,17¢

3,10¢ 4,95;

49¢€ 7,32¢

23C 3,01(

26¢ 3,371

1,80( 21,04¢

18¢ 2,46%

1,08( 6,13¢

80C 7,94

40C 6,46¢

1,20( 23,08:

87( 4,15]

69C 6,921

55,79
7 2,35¢
12 1,521
94 2,49(

111 3,09¢

91C 7,292

51C
3,66¢

7,03¢%
34,58¢

3,80( 11,61¢

20C 7,31«

1,12( 19,58:

21,10: 204

3,72¢ 84%

16,67¢ 522

8,052 73¢

7,82( 41

3,24( 77¢

3,64¢ 86€

22,84t 1,51¢

2,64¢ 631

7,21¢ 25€

8,74 57¢

6,86¢ 1,352

24,28: 4,223

5,021 474

7,611 1,63¢

66,99 2,087

2,43¢ 1,29i
1,64¢ 62€
2,58¢ 1,38¢

3,20¢ 1,704

8,202 29t

271
15,99(

7,54%
38,25

15,41¢ 944

7,51 53¢

20,70: 2,631

11/19/200

5/30/201.

10/1/201:

11/19/200

11/19/200

6/20/201.

11/19/200

6/23/201.:

11/1/2001

10/1/2001

12/10/200

6/18/201.

12/30/199

12/30/199

12/30/199

7/31/201:

7/31/201.

9/16/201(

8/21/200:

8/1/201: 2011

1997

1992

7/9/200¢

198¢

200¢

199¢

199¢

2007

199¢

5/7/201: 2007

200¢

198¢

1987 /201

1997

6/3/200¢ 1997

1961 /198
196¢
7/1/200C 1965 /199
197¢

1973 /199

ILEE

197¢

9/9/199: 198¢

200¢

5/1/201: 99

200t
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(Dollars appearing in the table below are in thousads)

Initial Cost to Company Cost at December 31, 201
Cost
Capitalized Original
Buildings, Buildings, Accumulatec Date Construction /
Improvements & Subsequen Improvements & Total Depreciation Acquired
to Renovated

Address City State Encumbrances Land _ Equipment _ Acquisition Impairment Land _ Equipment @ @) @) Date
900
Southwind
Road Springfield 1L — 30C 6,744 1,01« — 30C 7,75¢ 8,05¢ 1,532 8/31/2001 199
1675
Lakeside
Drive Waukegar  IL — 2,42( 9,38: 38 — 2,42( 9,42( 11,84( 52€ 9/30/201: 199¢
1615
Lakeside
Drive Waukegar  IL — 2,70( 9,59( 161 — 2,70C 9,751 12,45! 545 9/30/201: 199
406 Smith
Drive Aubum® N 6,561 38C 8,24¢ 40 — 38C 8,28t 8,66¢ 1,17:  9/1/200¢ 199¢
6990 East
County
Road 100
North Avon ™ IN 9,37¢  85C 11,88¢ 152 — 85C 12,04( 12,89( 1,69¢  9/1/200¢ 199¢
2455
Tamarack
Trail Bloomingtor IN — 5,40( 25,12¢ 3,00( — 5,40 28,12¢ 33,52¢ 3,43t 11/1/200¢ 198:
701 Eas
County
Line Road Greenwooc  IN — 1,83( 14,30: 102 — 1,83( 14,40¢ 16,23¢ 74¢  12/1/201: 2007
8505
Woodfield |, ianapolis
Crossing
Boulevard IN 24,47¢ 2,78¢ 16,39¢ 5,36¢ — 2,78 21,75¢ 24,54 6,89 1/11/200: 1986/201
603 Saint
Joseph
Drive Kokomo® N 4,158 22 5,89¢ 165 — 22C 6,06: 6,28: 87z  9/1/200¢ 199¢
1211
Longwood
Drive La Portd® N 4,58¢  77C 5,55( 35 — T77C 5,58t 6,35t 82¢  9/1/200¢ 199¢
1590 West
Timberviev
Drive Marion ) IN 3,862 41C 5,40¢ 20¢ —  41C 5,61¢ 6,02¢ 81€¢  9/1/200¢ 200(
1473 Eas ;
McKay Shelbyville
Road @ IN 3,728 19C 5,32¢ 79 — 19C 5,407 5,591 784 9/1/200¢ 199¢
17441 Stat
Rd. #23
(aka 1749(
E. Douglas
Rd.) South Benc  IN — 40 3,107 — — 40C 3,107 3,501 96C 2/28/200: 199¢
222 South Terra Haute
25th Stree ¥ IN 10,79¢  30C 13,11¢ 46 — 30C 13,16 13,46 1,89:  9/1/200¢ 200t
lsgiggé Vincennes
Drive @ IN 2,68¢ 11C 3,60: 34¢ — 1l1c 3,95: 4,06: 57t 9/1/200¢ 198t
510 W.
7th Stree’ Ellinwood  KS — 13C 1,137 497 — 13C 1,63¢ 1,76¢ 791  4/1/199: 1972
1501
Inverness
Drive Lawrence  KS — 1,60( 18,56¢ 272 — 1,60 18,837 20,43: 2,27¢ 10/1/200¢ 1988/200
3501 West Overand
95th Stree Park® KS 20,12: 2,56¢ 15,14( 3,64: — 2,56¢ 18,78: 21,35( 6,24¢ 10/25/200: 198¢
6555 Wes  Overland
75th Stree Park KS — 1,27¢ 1,12¢ 12,39¢ — 1,27¢ 13,52¢ 14,79¢ 4,211 1/11/200. 1985/201
981
Campbell Bowling
Lane Green KY — 36f 4,34t 481 — 36E 4,83. 5,191 1,18¢ 11/19/200. 199¢
102
Leonardw( Frankfort ~ KY — 56C 8,28: 1,18( — 56C 9,462 10,02: 1,851 8/31/2001 198¢
4190
Lafayette
Road Hopkinsville KY — 31€ 3,761 18¢ — 31€ 3,94t 4,26: 99¢ 11/19/200. 199¢
690 Mason ;
Headley Lexington
Road ® KY 10,888 — 10,84¢ 11,19: - — 22,04 22,04: 10,05¢ 1/11/200; 1985/199
700 Mason ;
Headley Lexington
Road ® KY 2,42¢  — 6,39¢ 5,552 - - 11,94¢ 11,94¢ 5,30¢ 1/11/200: 1980/201
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200

Brookside

Drive Louisville @ gy 29,61 3,52¢ 20,77¢ 5,59¢ — 3,62¢ 26,37% 29,89¢ 9,021 1/11/200: 198¢
1517 West

Broadway Mayfield KY —  26¢ 2,73( 73€ —  26¢ 3,46¢ 3,73¢ 874 11/19/200. 199¢
1700

Elmdale

Road Paducat KY —  45C 5,35¢ 82z — 45C 6,18( 6,63( 1,480 11/19/200. 200(
100

Neighborl,

Way Somerse KY — 20C 4,91¢ 257 — 20C 5,17¢ 5,37¢ 918 11/6/2001 200(
35 Milbury

St Auburn MA — 1,51( 7,00( 31C — 1,51C 7,31C 8,82( 1,01z 8/8/200¢ 1977 /201
1295

Boylston

Street Boston MA — 7,60C 18,14( 53 — 7,60( 18,197 25,79: 1,32 1/26/201: 1930/199
549 Albany

Street Boston MA — 4,57¢ 45,10* — — 4,57¢ 45,10t 49,68: 37€ 8/22/201: 1895/201
370

Lunenbur

St Fitchburg  MA —  33C 3,361 32 — 33C 3,39: 3,72¢ 45€  8/8/200¢ 199/
165 Mill St Leominster MA — 1,52( 8,70: 71€ — 1,52( 9,421 10,94: 1,28¢ 8/8/200¢ 1966 / 201
4 Maguire

Road Lexington MA — 3,60(C 15,55¢ 1,923 (7,25%) 3,60( 10,227 13,827 1,68¢ 12/22/200¢ 1994 / 200
100

Hampshir

Street Mansfield MA — 2,09( 8,21t — — 2,09( 8,21f 10,30¢ 61€ 12/22/2011  1975/201
15

Hampshir

Street Mansfield MA — 1,36( 7,32¢ 10¢ — 1,36( 7,43¢ 8,79¢ 558 12/22/201! 198¢
5 Hampshir

Street Mansfield MA — 1,19( 5,731 — — 1,19( 5,731 6,927 43C 12/22/2011 198¢
176 West S Milford MA — 51C 3,03¢ 59t — 51C 3,63¢ 4,14¢ 625  8/8/200¢ 1989 /201
108 Elm St Millbury MA — 16C 767 — — 16C 761 927 104 8/8/200¢ 1950 /201
30

Newcrossi -

Road Reading®  MA 11,24 1,447 14,15: 26 — 1,44 14,17¢ 15,62: 442 9/27/201: 1986 /200
407 Main Sf Spence MA — 27C 2,607 47¢ — 27C 3,08: 3,35: 47C  8/8/200¢ 1992 /201
106 East

Main Westboroug MA — 92 6,95¢ 12¢ —  92C 7,082 8,00: 95€  8/8/200¢ 1986 / 201
112 East

Main Westboroug MA — 23C 13t — — 23C 13t 36t 20  8/8/200¢ 190C
299

Cambridg

Street Winchester MA — 3,21¢ 18,98t 10,14« — 3,21¢ 29,13: 32,35( 8,06z 1/11/200: 1991/201
135 Goldste

Blvd Worcestel MA — 86% 10,91: 1,13¢ — 86f 12,04¢ 12,91: 1,54z 8/8/200¢ 1989 /201
191 May St Worcestel  MA —  73C 3,63¢ 42 — 73C 3,67¢ 4,40¢ 49t 8/8/200¢ 1986 /200
277E

Mountain Worcestel MA — 191 2,13: 118 (889 191 1,357 1,54¢ 208 8/8/200¢ 1992 /199
425 N Lake

Ave Worcestel  MA — 1,20C 6,17¢ 101 — 1,20( 6,277 7,471 848  8/8/200¢ 1985/200
630

Plantation

St Worcestel  MA — 77C 10,40t 52¢ — 77C 10,93¢ 11,70¢ 1,53¢€ 8/8/200¢ 1990 /200
2717 Riva

Road Annapolis  MD — 1,29( 12,37: 51t — 1,29( 12,88t 14,17¢ 1,858 3/31/200! 2001
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658 Boulton Stree Bel Air MD —  4,75( 16,50¢ 2 — 4,75( 16,50¢ 21,25¢ 2,527 11/30/200¢ 19
7600 Laurel Bowie Roa Bowie MD —  40¢ 3,421 41€ —  40¢ 3,837  4,24f 1,262 10/25/200: 20
Chevy
8100 Connecticut Avent ~ Chasé®  MD 55,34¢ 15,17( 92,83( 1,23( — 15,17t 94,05¢ 109,23( 5,141 12/15/201. 19
8220 Snowden River Parkw Columbia MD — 1,39 10,30¢ 15¢ — 1,39 10,45¢ 11,84¢ 1,52( 3/31/200t 20
700 Port Stree Eastor MD — 382 4,55k 2,961 — 38 7,51€  7,89¢ 1,86¢ 10/25/200: 2000 / 2(
Ellicott
3004 North Ridge Roa City @ MD 19,81¢ 1,40¢ 22,69: 6,21¢ — 1,40¢ 28,90¢ 30,31¢ 7,73¢  3/1/200¢ 1997/ 2C
1820 Latham Drive Frederick MD — 38t 3,444 4217 — 38t 3,871 4,25¢ 1,27¢ 10/25/200: 19
2100A & B Whittier Drive  Frederick MD — 1,26( 9,46¢ 93¢ — 1,26( 10,397 11,65 1,42¢ 3/31/200¢ 1999/ 2(
10114 + 10116 Sharpsburg
Pike Hagerstow MD — 1,04C 7,471 227 — 1,04C 7,69¢ 8,73t 1,11C 3/31/200! 19
4000 Old Court Roa Pikesville MD — 2,00C 4,97¢ 30€ — 2,00¢ 5,28 7,28: 675 12/22/200: 19
Severna
715 Benfield Roal park® MD 8,761  22¢ 9,79¢ 1,62¢ — 22¢ 11,427 11,65¢ 3,551 10/25/200; 1998/ 2(
Silver
801 Roeder Road, Unit -1 Spring MD — 1,90C 12,85¢ 351 — 1,90C 13,20¢ 15,10¢ 50¢ 6/27/201: 1976/ 2C
Silver
14400 Homecrest Ro¢ Spring MD — 1,20C 9,28¢ 6,07( — 1,20¢ 15,35¢ 16,55¢ 4,46¢ 10/25/200: 1996/ 2(
Silver
3701 International Driv Spring MD — 3,301 29,06! 714 — 3,301 29,77¢ 33,08( 14,48¢ 7/25/199: 19
720 & 734 N. Pine Roa Hampton Ml —  30C 2,40¢ — —  30C 2,40¢  2,70¢ 744 2/28/200: 19
4004 & 4012 Waldo Roa  Midland MI — 40C 2,60¢ — — 40C 2,60¢  3,00¢ 811 2/28/200: 19
1605 & 1615 Fredericks Drit Monroe MmI —  30C 2,50¢ — — 30C 2,50¢ 2,80¢ 77¢  2/28/200: 19
3150 & 3100 Old Centr
Road Portage MI —  30C 2,20¢ — — 30C 2,20¢€  2,50¢ 68%  2/28/200: 19
2445 & 2485 Mc Carty Roa Saginan Ml —  60C 5,21% — —  60C 5,21: 5,81: 1,61C 2/28/200: 19
11855 Ulysses Street N Blaine® MmN 9,428 2,77¢ 9,27¢ 6 — 2,77¢ 9,28: 12,05¢ 23z 12/21/201. 20
1305 Corporate Center Driv Eagan MN — 2,30C 13,10¢ 102 — 2,30¢ 13,20¢ 15,50¢ 987 12/22/201! 19
Mendota
1201 Northland Drive Heights MN — 1,22( 10,20¢ 95 — 1,22 10,30: 11,52 747 1/25/201: 1989/ 2(C
20500/20600 South Diamol
Lake Roac Rogers MN — 2,76C 45,78¢ 862 — 2,76( 46,65 49,41: 7,03¢  3/1/200¢ 1999/ 2C
2200 County Road C We  Roseville  MN —  59C 70z — —  59C 70z 1,29: 39 9/30/201: 19
4166 Lexington Avenue | Shoreview MN — 1,30C 4,547 92 — 1,32 4,61¢ 5,93¢ 297 5/20/201: 1988/ 2(
West
305 & 315 Thompson Aveni St. Pau MN — 40C 2,50¢ — — 40C 2,50¢  2,90¢ 867 2/28/200: 19
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Initial Cost to Company

State Encumbrances Land

Cost
Capitalized
Buildings,
Improvements & Subsequen
to

Equipment _ Acquisition

Cost at December 31, 201

Impairment Land

Buildings,

Accumulated

Improvements & Total Depreciation

Equipment

@

2

Original

Date Construction /

Acquired

Renovated
3)

Date

City
1365
Crestridg West
Lane St. Pau
3828
College
View
Drive
1 Lincoln
Parkway Hattiesburg
1488 Belk
Boulevar( Oxford
108
Claringtol
Drive
112 +11€
Alamance
Road
1050
Crescent
Green
Drive
2220 &
2230
Farmingt
Drive
5920
McChesn
Drive
6101 Clarke
Creek
Parkway Charlotte
2101
Runnyme
Lane
1002 State
Highway
54

MN

Joplin® Mo

MS

MS

Southaver MS

Burlington

cay®  NC

Chapel Hill NC

Charlotte NC

NC

Charlotte NC

Durham NC
Kings

.. Mountain
1001 Phif
ifer @

Road
128
Brawley
School
1309,
1321 + 1t
McCarthy New Bern
Boulevar(®
13150
Dorman
Road
13180
Dorman
Road
1730
Parkwooc
Boulevart
West
1700
Furnace
Street
414 North
Wilson
Street Blue Hill
2720 South Central
17th Ave City
1112
15th Stre Columbus
800 Stoege Grand
Drive Island
700 South
Highway
6 Gretna
1100 West
First
Street

NC

Mooresville

NC

Pineville NC

Pineville NC

Wilson®  nC

Ashland NE

NE
NE
NE

NE

NE

Milford NE

5,72(

6,36

8,36¢

3,171

4,60(

5,02(

2,80¢

40C

26(
1,26¢

45C

45C

57¢

713

80C

82(

50C

2,47%

59t

658

59t

1,24%

55C

63C

28

56
21

88

237

24

3,60¢ 10C

11,38: 92
11,69:

5,791 304

5,79¢ 358

9,691 21¢

4,62¢ 1,94¢

6,41«
7,79( 45
13,96( 36
11,45: 271

5,20( 79

8,28 182

7,30¢ 18¢

20,89¢ 262

7,57C 14C

15,23( 7

39

1,262

807
65C
461

1,44¢ 1,404

672 89C

88( 64¢€

40(

26(
1,26¢

45C

45C

57¢

71z

80C

82(

50(

2,47¢

59t

658

59t

1,24¢

55(

63(

61C

28

5€
21

8¢

237

24

S-9

3,70¢

11,47:
11,69:

6,09%

6,15(

9,91¢

6,571

6,41«

7,83¢

13,99¢

11,72:

5,27¢

8,46¢

7,49¢

21,16(

7,71C

15,237

14,82¢

3,08¢

1,871
1,56¢
1,022

2,85(

1,56:

1,52¢

4,10¢

11,73¢
12,96(

6,54%

6,60(

10,49:

7,29(

7,214

8,65¢

14,49¢

14,197

5,87

9,121

8,08¢

22,40t

8,26(

15,867

15,43¢

3,112

1,927
1,59(C
1,11C

2,96¢

1,80(

1,552

1,26

2,14%

1,981

912

1,61¢€

834

36E

602

49¢

1,44C

881

1,75¢

1,052

1,25¢

68¢

2/28/200: 199¢

8/31/201. 200t
3/22/201: 200%

10/1/2001 200(

10/1/2001 200(

6/23/201. 199¢

10/25/200: 1Lk

2/28/200: 199¢

11/17/200 2001

11/17/200: 199¢

6/20/201.: 1Lk

6/20/201. 1988 /200

6/23/201.: 199¢

6/23/201. 199¢

6/20/201.: 2001

11/17/200: 199¢

11/17/200! 199¢

6/20/201. 200¢

7/1/200C 1965 /199

7/1/2000C 1967 /199

7/1/200C 1969 /199
7/1/200C  1955/197

4/1/199¢ 1963 /199

7/1/2000C 1972 /199

7/1/200C 1967 /197
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510
Centennial
Circle North Platte NE — 3 8,96¢ 464 — 37C 9,43. 9,80: 1,362 2/17/200! 198¢
17007 Elm
Plaza Omahe NE — 4,68( 22,02. — — 4,68( 22,02: 26,70: 2,95¢ 8/21/200i 2007
3030 South
80th Stree Omahe NE — 65C 5,85( 41€ — 65C 6,26¢ 6,91¢ 1,490 6/3/200¢ 199z
333 Maple  Sutherlanc  NE — 1¢ 1,251 47¢ — 19 1,72¢ 1,74¢ 701 7/1/200C 1970/199
1350
Centenial
Ave Utica NE — 21 56¢ 447 — 21 1,01¢ 1,037 41C 7/2/200C 1966 /198
11041 Nortt
137th Stre« Waverly NE — 52¢ 68€ 60< — 52¢ 1,298 1,82« 647 7/1/200C  1989/199
490 Cooper
Landing
Road Cherry Hill  NJ — 1,001 8,17¢ 1,832 — 1,001 10,007 11,00¢ 2,291 12/29/200: 1999/ 201
1400 Route Lakewood
70 © NJ 14,70( 4,88t 28,80¢ 2,537 — 4,88¢ 31,34( 36,22* 10,60¢ 1/11/200: 1987 /199
2 Hillside Mt.
Drive Arlington NJ — 1,37t 11,23: 757 — 1,37¢ 11,98¢ 13,36¢ 3,17¢ 12/29/200: 2001
655
Pomander
Walk Teaneck?  NJ 32,58 4,95( 44,55( 1,124 — 4,95( 45,67+ 50,62 2,727 12/15/201 198¢
4411 The 25
Way Albuquerqui NM — 3,48( 25,24¢ 1,65¢ — 3,592 26,78¢ 30,38: 2,247 12/22/2011 1970/ 200
4420 The 25
Way Albuguerqui NM — 1,43( 2,60¢ 55 — 1,47¢ 2,61¢ 4,09« 19¢ 12/22/2011 197¢C
10500
Academy Albuquerqur
Road NE NM 26,36( 3,82¢ 22,57. 5,052 — 3,82¢ 27,62¢ 31,45; 8,79 1/11/200: 1986/201
4300 Landau
Street NE  Albuquerqui NM — 1,06( 9,87t 8 — 1,06( 9,88 10,94: 1,53¢ 10/30/200 197¢
4100 Prospe
Avenue NE Albuquerqui NM — 54C 10,10¢ 8 — 54C 10,11¢ 10,65¢ 1,57( 10/30/200 1971
9190 Coors
Boulevard
NW Albuquerqui NM — 1,66( 9,17¢ 8 — 1,66( 9,181 10,84: 1,42¢ 10/30/200 198:
3201 Plumas
Street Reno NV — 2,42 49,58( 1,001 — 2,42( 50,58: 53,00: 2,797 12/15/201 198¢
6300 Eighth
Ave Brooklyn NY — 3,87( 8,54¢ 6 — 3,87( 8,551 12,42: 1,14¢  8/8/200¢ 1971
5823
Widewater
Parkway Dewitt NY — 60C 5,004 8 — 60C 5,01 5,61: 28z 9/30/201: 1991
4939
Brittonfield East
Parkway Syracuse NY — 72 17,08« 17¢ — T72C 17,260 17,98! 2,27: 9/30/200i 2001
5008 East
Brittonfield
Parkway Syracusé®? Ny 4,488 42 18,407 16€ —  42C 18,57¢ 18,99: 2,518 7/9/200¢ 199¢
200 Old
County
Road Mineola NY — 4,92( 24,05¢ 1,361 — 4,92( 25,417 30,33 1,42: 9/30/201: 1971/198
15 North
Broadway White Plain: NY — 4,90( 13,59 — — 4,90( 13,59 18,49: 1,68¢ 1/26/200! 1952
537 Riverdal
Avenue  Yonkers® Ny 30,177 8,46( 90,56 T7E — 8,46( 91,33t 99,79¢ 3,44; 8/31/201. 200(
4590 and
4625
Knightsbric el
Boulevard OH 18,36 3,62¢ 27,77¢ 6,92¢ — 3,62 34,70 38,32 11,64¢ 1/11/200; 1989 /201
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REAL ESTATE AND ACCUMULATED DEPRECIATION (Continued )
DECEMBER 31, 2013
(Dollars appearing in the table below are in thousads)

Initial Cost to Company Cost at December 31, 201

Cost
Capitalized Original
Buildings, Buildings, Accumulated Date Construction /
Improvements&Substiquen Improvements & Total Depreciation Acquired Renovated
Address City  State Encumbrances Land _ Equipment _ Acquisition Impairment Land _ Equipment @ @ ®) Date
3929 Hoove
Road Grove City OH — 33z 3,081 791 — 33z 3,872 4,20¢ 1,77¢  6/4/199: 196t
5260
Naiman
Parkway Solon OH — 45C 2,30¢ 27% — b54F 2,48t 3,03( 20z 12/22/2011 197¢
5370
Naiman
Parkway Solon OH — 55C 2,145 54 — 55C 2,201 2,751 12z 9/30/201: 197t
200 N.
Bryant
Ave. Edmond OK — 43C 2,95¢ — —  43C 2,955 3,38t 32C  9/1/200¢ 199:
600 Nationa Midwest
Ave City OK —  41C 2,97( — —  41C 2,97C 3,38( 32z 9/1/200¢ 1985/199
701
Northeast Oklahoma
10th Stree City OK — 50C 19,04¢ — — 50C 19,04¢ 19,54¢ 2,06 9/1/200¢ 198:
8315 S.
Walker  Oklahoma
Ave. City OK — 48C 1,54¢ — — 48C 1,54¢ 2,02¢ 16€  9/1/200¢ 199
71
Darlington Beaver
Road Falls PA — 1,50C 13,50( 412 — 1,50( 13,91 15,41 3,24¢ 10/31/200! 1997
200 Hill
Church-
Houston
RD., Rt.
519 S.  Canonsbur PA — 1,51¢ 13,49¢ 587 — 1,51¢ 14,08( 15,59¢ 10,31 3/1/199: 1985/199
950 Morgan Clarks
Highway Summit PA — 1,001 8,23: 31¢ — 1,001 8,551 9,557 2,287 12/29/200: 2001
145
Broadlawr
Drive Elizabeth  PA —  69€ 6,304 68¢ —  69€ 6,99¢ 7,68¢ 1,63¢ 10/31/200! 198¢
600 N.
Pottstown
Pike Exton PA — 1,001 8,23: 1,032 — 1,001 9,26¢ 10,267 2,37¢ 12/29/200: 2000/ 201
475 Virginia Fort
Drive Washingtol PA — 1,01C 4,831 97 — 1,01( 4,93¢ 5,944 275 9/30/201: 199¢
525 Virginia Fort
Drive Washingtol PA — 3,10¢ 6,77¢ — (9,222) 652 — 652 — 6/25/200! 1997
242
Baltimore
Pike Glen Mills  PA — 1,001 8,23: 484 — 1,001 8,717 9,71¢ 2,38¢ 12/29/200: 2001
723 Dreshel
Road Horsham  PA — 1,01C 4,45¢ 39z — 1,01( 4,84¢ 5,85¢ 397 12/22/201 1997
210 Mall King of
Boulevard Prussie PA — 1,54 4,742 (12) — 1,54( 4,73 6,27 63€  8/8/200¢ 197
216 Mall King of
Boulevard Prussie PA — 88C 2,871 — — 88C 2,871 3,751 20¢  1/26/201: 197
5300 Old
William
Penn
Highway Murrysville PA — 30C 2,50¢ — — 30C 2,50¢ 2,80¢ 854 2/28/200: 199¢
New
800 Manor Britain
Drive (Chalfont) PA —  97¢ 8,05 484 —  97¢ 8,53¢ 9,51¢ 2,33¢ 12/29/200: 199¢
7151
Saltsburg
Road Penn Hills PA — 20C 904 — — 20C 904 1,10¢ 31C 2/28/200: 1997
730 Holiday
Drive Pittsburgk  PA — 2,48( 6,39¢ 90¢ — 2,48( 7,30: 9,78¢ 51€ 12/22/201 198t
5750 Centre
Ave Pittsburgk  PA — 3,00¢ 11,82¢ 684 — 3,00¢ 12,51 15,51: 1,85( 6/11/200! 1991
3043 Waltor Plymouth
Road Meeting PA — 1,68( 9,187 83 — 1,68( 9,27( 10,95( 52C 9/30/201: 1969/199
1400 Riggs
Road South Parl PA —  89¢ 8,10z 24¢ — 89¢ 8,35( 9,24¢ 1,97¢ 10/31/200! 199t
700 Tiffany
Northamp Court
Street (Kingston) PA - - 5,682 1,42( - - 7,10z 7,102 1,811 12/29/200: 1997 /201
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(Dollars appearing in the table below are in thousads)
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Cost
Capitalized
Buildings, Buildings,
Improvements & Subsequen Improvements & Total Depreciation
to Renovated
Address City  State Encumbrances Land _ Equipment _ Acquisition Impairment Land _ Equipment @ @ ® Date
5250
Meadowgr:
Drive Whitehall  PA — 1,59¢ 14,40: 1,182 — 1,59¢ 15,58¢ 17,18: 3,64( 10/31/200! 1987 /200
1304 McLees
Road Anderson  SC — 29t 3,50¢ 21z — 29t 3,72: 4,013 94.
109 Old
Salem
Road Beaufort SC — 18t 2,23¢ 58€ — 18¢ 2,82( 3,00¢ 84% 11/19/200- 199¢
1119 Pick
Pocket
Plantation
Drive Beaufort SC — 1,20C 10,81( 341 — 1,20C 11,15: 12,35: 797 6/20/201: 200¢
719 Kershaw
Highway Camder  SC — 32z 3,691 861 — 32z 4,55¢  4,88( 1,17¢ 11/19/200. 199¢

2333 Ashley Charlestor

River Roac ¥ SC 11,46 84¢ 14,00( 317 — 84¢ 14,317 15,16¢ 96¢  6/20/201: 199¢
320 Sever
Farms
Drive @ SC 4,672 1,09z 6,60¢% 23¢ — 1,092 6,84: 7,93t 304 5/29/201: 199¢
201

Executive

Center

Drive Columbia SC —  39C 4,65¢ 98 — 39C 4,757 5,141 35
7909

Parklane

Road Columbia SC — 1,58( 4,52( 29¢€ — 1,58( 4,81¢ 6,39¢ 25¢ 9/30/201: 1990 /200
251

Springtree

Drive Columbia SC — 30C 1,90¢ — — 30C 1,908 2,20% 58¢ 2/28/200: 199¢
3 Summit

Terrace  Columbia SC — 61C 7,90( 24C — 61C 8,14( 8,75( 92
355

Berkmans

Lane Greenville SC — 70C 7,24( 85 — 70C 7,328 8,02¢ 857 11/17/200! 200z
116

Enterprise

Court Greenwool SC — 31C 2,79( 19z — 31C 2,98: 3,29: 73
1901 West

Carolina  Hartsvile SC — 401 4,77¢ 571 — 401 5,34¢ 5,747 1,33¢ 11/19/200- 199¢
218 OId

Chapin

Road Lexington SC — 362 4,322 40z — 362 4,72¢ 5,087 1,22¢ 11/19/200 199¢

491 Highway Little River

17 @ SC 5,00z 75C 9,01¢ 197 — 75C 9,21 9,96¢ 61
1010 Lake

Hunter

Circle / 987

Bowman Mt.

Road Pleasan SC — 3,89¢ 31,61¢ 81C — 3,89¢ 32,42! 36,32: 1,31«  7/1/201: 1997
9547

Highway Myrtle

17 North  Beach SC — 54z 3,202 6,68 — 542 9,88t 10,42¢ 1,96¢ 1/11/200: 198(
2306

Riverbank

Drive Orangebur SC — 302 3,601 68€ — 302 4,29: 4,59¢ 1,107 11/19/200 199¢
1920

Ebenezer

Road Rock Hill  SC — 30C 1,70¢ — — 30C 1,70t 2,00% 56
15855 Wells

Highway Senec: SC — 39 4,714 47C —  39€ 5,18 5,58( 1,29¢ 11/19/200 200(
One Souther West

Court Columbia SC —  52C 3,831 — — 52C 3,831 4,351 28
1345

Michigan

Ave SW  Huron SD — 144 3,10¢ 4 — 144 3,112 3,25¢ 1,747 6/30/199: 1968 /197
1251 Arizone

S.W. Huron SD —  4F 96¢ 1 — 45 96¢ 1,01¢ 544 6/30/199: 196¢
3600 S.

Norton Sioux Falls SD — 25% 3,06z 4 — 252 3,06¢ 3,31¢ 1,72¢ 6/30/199: 1960 /197
6716

Nolensville

Road Brentwood TN — 1,52¢ 6,037 — — 1,52¢ 6,037 7,56¢ 16

Original

Accumulated "
Construction /

Date
Acquired

N

11/19/200. 199¢

Charleston

puty

12/22/2011 198¢

a

11/17/200! 200z

=

6/3/200¢ 199¢

m

6/23/201. 200(

~™

2/28/200: 199¢

12/22/2011 200(¢

=

11/30/201. 201(¢
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DECEMBER 31, 2013
(Dollars appearing in the table below are in thousads)

Initial Cost to Company

State Encumbrances Land

Buildings,
Improvements & Subsequen
to

Equipment  Acquisition

Cost
Capitalized

Cost at December 31, 201

Impairment Land

Buildings,

Accumulated

Improvements & Total Depreciation

Equipment

1)

@]

Date
Acquired
3

Original
Construction /

Renovated
Date

51 Patel
Way
207
Uffelma
Drive
2900
Westsid
Drive
1010 East
Spring
Street
105
Sunrise
Circle
1085
Hartsvill

Clarksville
Clarksville
Clevelanc
Cookeville
Franklin
Gallatin
Goodlettsville

Parkway Jacksor
550 Deer
View
Way
3020
Heather
Way
511
Pearsor
Springs
Road
1710
Magnoli
Blvd
971 State
Hwy
121
6818
Austin
Center
Blvd
6937 IH

Jefferson City

Knoxville

Maryville

Nashville

Allen

Austin

Foundei Austin
Bailey

Square

(1111

w

34th St) Austin
7600

Capital

Texas

Highway Austin
4620

Bellaire

Bouleva Bellaire
120

Crosspc

Drive
4015

Interstai

45 Conroe
5455 La

Sierra

Drive
7831 Park

Lane
1575

Belvider El Pasc
96 E.

Frederic

Rd. Fredericksbur
6435

S.F.M.

549
777 North

Post

Oak

Road

Boerne

Dallas

Dallas

Heath

Houston

TN

TN

TN

TN

TN

TN

TN

TN

TN

TN

TN

TN

X

X

X

X

X

X

X

X

X

X

X

X

X

X

80C

32C

30&

322

322

28(

40C

29¢

94(

30C

75C

2,59(

1,54(

76C

40C

1,23¢

22C

2,30(

4,70¢

2,301

1,13¢

5,537

10,32:

2,99«

3,621

3,82¢

3,83t

3,32i

3,501

3,50¢

8,051

3,61¢

3,207

6,75(

17,91:

27,46

5,18¢

21,02:

4,551

11,01(

4,92¢

14,07

25,200
27,76¢

13,567

4,86¢€

7,892

32,64)

27¢

611

682

58¢

55¢

244

31z

27¢

1,63¢

10C

4,112

701

41t

44¢€

652

124

74

452
6,574

1,54¢

24C

9,89(

80C

32(

30&

322

322

28(

40C

29t

94(

30C

75C

2,59(

1,54(

76C

40C

30C

1,23¢

22(

62(

2,30(C
4,70¢

2,301

28(

1,13¢

5,531

10,60(

3,60¢

4,30¢

4,411

4,39]

3,571

3,50%

3,81¢

8,33¢

5,25]

3,30%

10,86:

17,91:

28,16¢

5,601

21,46°

4,551

11,66:

5,05(

14,14¢

25,65:
34,34;

15,11¢

5,10¢

7,892

42,53)

11,40(

3,92¢

4,61«

4,73¢

4,718

3,851

3,907

4,118

9,27¢

5,561

3,601

11,61:

20,50:

29,70¢

6,361

21,86

4,851

12,90:

5,27(

14,76¢

27,95
39,05.

17,41¢

5,38¢

9,02i

48,07«

30z

665

1,061

1,06¢

1,067

90

=

1,082

98t

4

>

1,241

1,021

2,22¢

2,407

3,68

44¢

2,95¢

34z

5,52(

741

1,111

1,46¢
10,867

5,17

73¢

197

13,457

12/19/201.

12/31/200¢

11/19/200-

11/19/200-

11/19/200:

11/19/200-

2/28/200:

11/19/200-

10/15/201:

11/19/200-

2/28/200:

6/3/200¢

8/21/200¢

10/31/200:

1/26/201:

6/25/200¢

12/22/2011

5/16/199:

2/7/200¢

10/26/2011

12/15/201

1/11/200:

1/11/200:

2/7/200¢

12/31/201.

1/11/200:

200¢

1997

199¢

199¢

1997

199¢

199¢

199¢

2001 /201

199¢

199¢

1979/201

200¢

199«

198(

1975/200

199¢

1991

199(

200¢

198¢

1990/201

1987

199¢

200¢

1989 /200
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SENIOR HOUSING PROPERTIES TRUST

SCHEDULE Il
REAL ESTATE AND ACCUMULATED DEPRECIATION (Continued )
DECEMBER 31, 2013
(Dollars appearing in the table below are in thousads)

Initial Cost to Company Cost at December 31, 201
Cost
Capitalized
Buildings, Buildings,
Improvements & Subsequen Improvements &
to
Address City State Encumbrances Land _ Equipment _ Acquisition Impairment Land _ Equipment

Accumulated

Total Depreciation
1) @]

Original

Date Construction /

Acqired Renovated

® Date

13215

Dotson

Road Houston TX —  99C 13,88 — —  99C 13,887 14,87 492
4770 Regeni

Blvd Irving X — 2,83( 15,08: 1C — 2,83( 15,09z 17,92: 2,09
9812 Slide

Road Lubbock TX — 1,11( 9,79¢ — — 1,11C 9,79¢ 10,90¢ 87¢
605 Gatewa)

Central /

601 Steve

Hawkins

Prkway  Marble Falls  TX — 1,44( 7,12¢ 10t — 1,44(C 7,23(C 8,67( 211
7150 N.

President

George

Bush

Turnpike North Garlanc TX — 1,981 8,54¢ — — 1,981 8,54¢ 10,52¢ 214
511 Knights

Cross

Drive San Antonic  TX — 1,20( 6,50( 24 — 1,20¢ 6,52¢ 7,72¢ 764
575 Knights

Cross

Drive San Antonic  TX — 1,10( 13,90( 37t — 1,10¢ 14,27% 15,37¢ 1,657
311

Nottinghar

west @ X 27,941 4,28: 25,25¢ 5,69¢ — 4,28 30,95 35,23 10,21¢
5055 Wes

Panther

Creek

Drive  Woodland$® Tx 37,767 3,69 21,78 3,82t — 3,69 25,607 29,30 9,23
900 North

Taylor

Street Arlington VA — 1,88¢ 16,73« 27C — 1,88t 17,00« 18,88¢ 8,271
491

Crestwooc

Drive VA 10,03( 641 7,630 92¢ — 641 8,561 9,207 2,144
2610

Barracks

Road Charlottesville VA — 2,97¢ 26,42 431 — 2,97¢ 26,85 29,82¢ 13,11¢
1005 Elysiar

Place Chesapeak VA — 2,37( 23,70t 10t — 2,37( 23,81( 26,18( 1,64¢
2856

Forehand

Drive Chesapeak VA — 16C 1,49¢ 774 — 16C 2,27: 2,43. 671
4001 Fair

Ridge

Drive Fairfax VA — 2,50( 7,147 47€ — 2,50(¢ 7,62 10,12 1,10¢
20

HeartField

Lane ) VA 10,517 287 8,48( 1,26t — 287 9,74f 10,03: 3,03¢
2800 Polo

Parkway Midlothian VA — 1,10t 13,12¢ 1,342 — 1,102 14,46¢ 15,57: 3,63t
655 Denbigh | C//POrt New

Boulevard “ VA 8,02« 581 6,921 40¢ — 581 7,33C 7,911 1,851

885
Kempsville
d

San Antonic

Charlottesville

Fredericksbur

Norfolk VA — 1,78 8,35¢ 657 — 1,78 9,011 10,79: 1,13¢
6161

Kempsuville

Rd Norfolk VA — 1,53 9,531 387 — 1,53 9,91¢ 11,44¢ 1,27¢
6311 Granby

Street  Norfolk VA — 1,92 16,53 3c — 1,92 16,56¢ 18,48t 1,181
531 Wythe

Creek

Road Poquosor VA —  22C 2,041 69¢ —  22C 2,740 2,96( 794
9900

Independe

Park Drive Richmond®  va 9,35: 32¢ 3,16¢ — — 326 3,16¢ 3,49 165
9930

Independe

Park Drive Richmond® ~ va — 604 543; — — 604 543 6,03 283
3000

Skipwith

Road  Richmond VA — 7R 8,713 73C — 732 9,447 10,17¢ 2,34

S-14

7/17/201: 2007
6/25/200¢ 1995 / 200

6/4/201( 200¢

12/19/201: 1994

12/31/201. 200€

11/17/200 200t

11/17/200 2002

1/11/200: 1989 /201

1/11/200:  1988/198

7/25/199: 1997

6/17/199: 199¢

11/19/200 1991

6/20/201.: 200¢

5/30/200: 1987

12/22/200: 199(

10/25/200: 199¢

11/19/200. 1996 / 200

11/19/200. 199¢

5/20/200! 1981

12/22/200: 199¢

6/20/201: 200%

5/30/200: 1987

11/22/201 200%

11/22/201 200t

11/19/200.  1999/201
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SENIOR HOUSING PROPERTIES TRUST

SCHEDULE IlI

REAL ESTATE AND ACCUMULATED DEPRECIATION (Continued )
DECEMBER 31, 2013
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Initial Cost to Company
Cost
Capitalized

Buildings,
Improvements & Subsequen
to

Cost at December 31, 201

Address City State Encumbrances Land ~ Equipment  Acquisition Impairment Land

Buildings,

Accumulated

Improvements & Total Depreciation

Equipment

1)

(2

Date
Acquired
3

Original
Construction /

Renovated
Date

5620

Wesleyar Virginia

Drive Beach VA
4132

Longhill

Road Williamsbur¢ VA
21717

30th Drive

SE Bothell WA
21823

30th Drive

SE Bothell WA
516 Kenosii

Avenue

South  Kent® WA
2956

152nd Av

NE Redmond® wa
555

16th Aver Seattle WA
18740 W.

Bluemour

Rd. Brookfield ~ WI
3003 West

Good

Hope

Road Glendale wi
7007 North

Range

Line Roa( Glendale Wi
215

Washingt

Street Grafton wi
8351

Sheridan

Rd Kenoshe Wi
5601 Burke

Rd Madison Wi
10803 N.

Port

Washingt

Rd Mequon®  w
701 East

Puetz Rc Oak Creek  WI
w231

N1440

Corporate

Court Pewauket Wi
321

Riverside

Drive Pewauket  WI
8438 &

8400

Washingt

Avenue Racine Wi
1221 North

26th Stret Sheboygar  WI
2414 Kohle

Memorial

Drive Sheboygar  WI
1222 North

23rd Stre Sheboygar  WI
1125N

Edge

Trail Verona Wi
1451

Clevelanc

Avenue Waukesh:  WI
3289 North

Mayfair

Road Wauwatos:  WI
5301 W.

Lincoln

Ave West Allis ~ WI
503 South

18th Strel Laramie wy

— 89¢ 7,92¢ 501

— 27C 2,46¢ 942

— 3,012 12,58: —

— 2,623 12,657 —

6,57¢ 1,30( 8,45¢ 54

12,09 5,12( 16,68: 682

— 25€ 4,86¢ 67

— 832 3,84¢ 4,087

— 1,50C 33,741 —

— 25C 3,797 —

— 50C 10,05¢ —

— 75C 7,66¢ 112

— 70C 7,461 a7

4,27z 80C 8,38¢ 39¢

— 65C 18,39¢ 217

— 3,90¢ 41,14( —

— 984 2,43: 1,237

— 1,15(C 22,43¢ —

— 30C 97t —

— 1,40(C 35,16¢ —

— 12C 4,01¢ -

— 1,36¢ 9,581 264

— 68 3,45: 3,11¢

— 2,30C 6,24¢ —

— 1,60C 20,371 1,00¢

— 191 3,632 78¢

S-15

89:

27C

3,012

2,62¢

1,30¢

5,12(

25€

832

1,50¢

25C

50C

75C

70C

80C

65(

3,90(

984

1,15C

30C

1,40(

12C

1,36¢

68

2,30(

1,60(

191

8,421

3,411

12,58:

12,65¢

8,51

17,36¢

4,93¢

7,93¢

33,74%

3,791

10,05¢

7,781

7,50¢

8,78¢

18,61

41,14(

3,66¢

22,43¢

97t

35,16¢

4,01¢

9,84¢

6,561

6,24¢

21,38¢

4,421

9,32(

3,681

15,59/

15,28

9,812

22,48t

5,19:

8,76¢

35,24%

4,047

10,55t

8,531

8,20¢

9,58¢

19,26:

45,04(

4,65%

23,58¢

1,27¢

36,56¢

4,13¢

11,21(

6,63t

8,54t

22,98¢

4,612

3,96¢

942

28€

29C

33¢€

452

2,73¢

3,38t

3,58¢

402

1,06¢

1,15¢

1,11¢

1,32¢

2,801

4,371

1,89¢

2,38¢

104

3,731

421

33

3,467

664

3,16¢

2,444

5/16/199:

5/30/200:

2/14/201:

2/14/201:

7/31/201:

1/9/201¢

11/1/199:

12/28/199

9/30/200!

9/30/200!

9/30/200!

1/1/200¢

1/1/200¢

1/1/200¢

1/1/200¢

9/30/200!

9/10/199:

9/30/200!

9/30/200!

9/30/200!

9/30/200!

11/1/201:

12/28/199

9/30/200!

1/1/200¢

12/30/199

199(

1987

199¢

200(

1971

1990/ 200

196¢

1964 /201

1963 /200

1964 /200

200¢

200(

200(¢

199¢

2001

199/

1963 /196

198¢

1987

198¢

1981

2001 /200

1958 /199

1964 /200

2001

1964 /198
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SENIOR HOUSING PROPERTIES TRUST

SCHEDULE Il
REAL ESTATE AND ACCUMULATED DEPRECIATION (Continued )
DECEMBER 31, 2013
(Dollars appearing in the table below are in thousads)

Initial Cost to Company Cost at December 31, 201
Cost
Capitalized Original
Buildings, Buildings, Accumulatec Date Construction /
Improvements & Substgquer Improvements & Depreciation Acquired Renovated
Address City State Encumbrances Land Equipment  Acquisition Impairment Land Equipment Total M @) ©) Date
1901
Howe
Ave. Worlanc WY — 132 2,507 1,230 132 3,73i 3,86¢ 1,90¢ 12/30/199: 1970/199
Total $ 694,94:$625,79: $ 4,222,701$ 439,35 $  (24,22)$623,75! $ 4,639,86!$5,263,62' $  840,76(

Note: The above table excludes properties class#fteheld for sale as of December 31, 2013.

(1) Aggregate cost for federal income tax purposeppsaximately $5.2 billion.

) We depreciate buildings and improvements over gerianging up to 40 years and equipment over periaaging up to 12 years.

3) For assets transferred to us upon our spin off f@mmmonWealth REIT, or CWH, indicates the datesiaed by CWH, our predecessor.
(4) These properties are collateral for our $666.9ionilbf mortgage notes.

(5) These properties are subject to our $13.3 millibcapital leases.

(6) This property is collateral for our $14.7 milliohmortgage bonds.

S-16
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SENIOR HOUSING PROPERTIES TRUST

SCHEDULE Il
REAL ESTATE AND ACCUMULATED DEPRECIATION
DECEMBER 31, 2013
(Dollars in thousands)

Analysis of the carrying amount of real estate eqdipment and accumulated depreciation during éneg:

Real Estate anc Accumulated
Equipment Depreciation

Balance at December 31, 20 $ 3,641,48 $ 511,22
Additions 951,02¢ 97,10:
Disposals (27,540) (9,65%)
Impairment (1,190) (22€)

Balance at December 31, 20 4,563,78. 598,44!
Additions 460,27 116,77.
Disposals (84¢€) (8)
Impairment (3,597%) (522)

Balance at December 31, 20 5,019,61! 714,68
Additions 245,33( 126,07
Disposals — —
Impairment (1,320) —

Balance at December 31, 2013 $ 5,263,621 $ 840,76(

S-17
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SIGNATURES
Pursuant to the requirements of SectionrlB5(d) of the Securities Exchange Act of 1934, rgistrant has duly caused this report to beesigm its behalf
by the undersigned, thereunto duly authorized.
SENIOR HOUSING PROPERTIES TRU¢

By: /s/ DAVID J. HEGARTY

David J. Hegarty
President and Chief Operating Offic

Dated: March 3, 201

Pursuant to the requirements of the Seéeariixchange Act of 1934, this report has beeresidielow by the following persons on behalf of thgistrant and
in the capacities and on the dates indicated.

Signature Title Date
/sl DAVID J. HEGARTY President and Chief Operating Officer March 3, 201«

David J. Hegart

/sl RICHARD A. DOYLE Treasurer and Chief Financial Officer March 3, 201«
(principal financial officer and principal accoumdi
Richard A. Doyle officer)
/s/ JOHN L. HARRINGTON Independent Trustee March 3, 201«

John L. Harringtor

/sl ADAM D. PORTNOY Managing Trustee March 3, 201«

Adam D. Portnoy

/sl BARRY M. PORTNOY Managing Trustee March 3, 201«

Barry M. Portnoy

/s/ JEFFREY P. SOMERS Independent Trustee March 3, 201«

Jeffrey P. Somer

/sl FREDERICK N. ZEYTOONJIAN Independent Trustee March 3, 201«

Frederick N. Zeytoonjia







Exhibit 8.1

SULLIVAN® e M —
WORCESTER Boston, MA OIS s
March 3, 2014

Senior Housing Properties Trust
Two Newton Place

255 Washington Street, Suite 300
Newton, Massachusetts 024

Ladies and Gentlemen:

The following opinion is furnished to Senior HougiRroperties Trust, a Maryland real estate investritast (the “Company”), to be filed with the
Securities and Exchange Commission (the “SEC”)xdsHi 8.1 to the Company’s Annual Report on For@aKLfor the year ended December 31, 2013 (the
“Form 10-K”) under the Securities Exchange Act 884, as amended.

We have acted as counsel for the Company in coiomeeith the preparation of the Form 10-K. We hageiewed originals or copies of such corporate
records, such certificates and statements of offioéthe Company and of public officials, and sotter documents as we have considered relevaniesessary
in order to furnish the opinion hereinafter settiorln doing so, we have assumed the genuineriedssignatures, the legal capacity of naturakpes, the
authenticity of all documents submitted to us agioals, the conformity to original documents dfd@cuments submitted to us as copies, and theatitity of
the originals of such documents. Specifically, aitthout limiting the generality of the foregoinge have reviewed: (i) the Company’s amended artdtezs
declaration of trust, as amended and supplemeatebiits amended and restated bylaws; and (ii) thenL0-K.

The opinion set forth below is based upon the tr@eRevenue Code of 1986, as amended, the TreRagylations issued thereunder, published
administrative interpretations thereof, and judidiecisions with respect thereto, all as of thezdareof (collectively, “Tax Laws”), and upon thenfloyee
Retirement Income Security Act of 1974, as amentteiDepartment of Labor regulations issued theteyrpublished administrative interpretations tb&rand
judicial decisions with respect thereto, all ashef date hereof (collectivel‘ERISA Laws”). No assurance can be given that Taws or ERISA Laws will not
change. In preparing the discussions with resjegetax Laws matters and ERISA Laws matters in gaisns of Item 1 of the Form 10-K captioned “Feder
Income Tax

BOSTON LONDON HNIiW YORK WASHINGYTOMN, DC




Considerations” and “ERISA Plans, Keogh Plans amlividual Retirement Accounts”, we have made cerégisumptions therein and expressed certain consgliti
and qualifications therein, all of which assumpgipconditions and qualifications are incorporatetem by reference. With respect to all questififsct on
which our opinion is based, we have assumed thialiand continuing truth, accuracy and completsrt#s(i) the information set forth in the Form KCand in the
exhibits thereto; and (ii) representations madastby officers of the Company or contained in tbenfr10-K and in the exhibits thereto, in each snskance
without regard to qualifications such as “to thetdenowledge of” or “in the belief of’. We havetrindependently verified such information.

We have relied upon, but not independently verjfted foregoing assumptions. If any of the foregaassumptions are inaccurate or incomplete for any
reason, or if the transactions described in thenFtd-K or the exhibits thereto have been consununate manner that is inconsistent with the manner
contemplated therein, our opinion as expressedibelay be adversely affected and may not be relgethu

Based upon and subject to the foregoing: (A) weo&tbe opinion that the discussions with respeddx Laws matters and ERISA Laws matters in the
sections of Item 1 of the Form 10-K captioned “Ratltncome Tax Considerations” and “ERISA Planso#fe Plans and Individual Retirement Accounts”,lln a
material respects are, subject to the limitatie@idarth therein, the material Tax Laws consequeeel the material ERISA Laws consequences relégawners
of the securities of the Company discussed théthen“Securities”), and (B) we hereby confirm ttta opinions of counsel referred to in said sesti@present
our opinions on the subject matter thereof.

Our opinion above is limited to the matters speaify covered hereby, and we have not been askaddress, nor have we addressed, any other mat
any other transactions. Further, we disclaim amjeutaking to advise you of any subsequent chaofgie matters stated, represented or assumechtmrany
subsequent changes in Tax Laws or ERISA Laws.

This opinion is rendered to you in connection wita filing of the Form 10-K. This opinion may e relied upon for any other purpose, or furnistoed
quoted or relied upon by any other person, firreaporation for any purpose, without our prior ¥&it consent, except that (A) this opinion may breihed or
quoted to judicial or regulatory authorities havjogsdiction over you, and (B) this opinion may fedied upon by purchasers and owners of the Seeidurrentl
entitled to rely on it pursuant to applicable psions of federal securities law. Purchasers anmteosvof the Securities are urged to consult their tax advisors
or counsel, particularly with respect to their arar tax consequences of acquiring, owning asgasing of the Securities, which may vary for ineesin
different tax situations. We hereby consent tofilireg of a copy of this opinion as an exhibitttte Form 10-K, which is incorporated by referencénie
Company’s Registration Statements on Form S-3 (file333-182468) and Form S-8 (File No. 333-191Qa81ger the Securities Act of 1933, as amended (the
“Act”), and to any references to our firm in therfFol10-K and such Registration Statements. In gigach consent, we do not thereby admit that wescom

2




within the category of persons whose consent igired under Section 7 of the Act or under the raled regulations of the SEC promulgated thereunder.
Very truly yours,

/s/ Sullivan & Worcester LLI
SULLIVAN & WORCESTER LLP




Exhibit 10.32

PARTIAL TERMINATION OF AND TENTH AMENDMENT TO
AMENDED AND RESTATED MASTER LEASE AGREEMENT

(LEASE NO. 1)

THIS PARTIAL TERMINATION OF AND TENTH AMENDMENT TO  AMENDED AND RESTATED MASTER LEASE AGREEMENT
(LEASE NO. 1) (this “ Amendment) is made and entered into as of January 22, 2y1dnd among each of the parties identified orstgeature pages hereof as
a landlord (collectively, “ Landlort) and each of the parties identified on the sigrapages hereof as a tenant (jointly and severallgnant”).

WITNESSETH:

WHEREAS , pursuant to the terms of that certain AmendedRestated Master Lease Agreement (Lease No. Bd datof August 4, 2009, as amended
by that certain Partial Termination of and First édmdment to Amended and Restated Master Lease Agredirease No. 1), dated as of October 1, 2009, tha
certain Second Amendment to Amended and RestatsteMaease Agreement (Lease No. 1), dated as oéiNber 17, 2009, that certain Third Amendment to
Amended and Restated Master Lease Agreement (INgasE), dated as of December 10, 2009, that ceRaitial Termination of and Fourth Amendment to
Amended and Restated Master Lease Agreement (INmasE), dated as of August 1, 2010, that certafthAmendment to Amended and Restated Master Lease
Agreement (Lease No. 1), dated as of May 1, 201k, dertain Partial Termination of and Sixth Ameditto Amended and Restated Master Lease Agreement
(Lease No. 1), dated as of June 1, 2011, thatine3venth Amendment to Amended and Restated Mastexe Agreement (Lease No. 1), dated as of June 20
2011, that certain Eighth Amendment to AmendedReskated Master Lease Agreement (Lease No. 1)) datef August 31, 2012, and that certain Partial
Termination of and Ninth Amendment to Amended ardtRted Master Lease Agreement (Lease No. 1), datefiAugust 1, 2013 (as so amended, * Amended
Lease No. 1), Landlord leases to Tenant, and Tenant leages frandlord, the Leased Property (this and othpitalized terms used but not otherwise defined
herein having the meanings given such terms in AfedrLease No. 1), all as more particularly desdribeAmended Lease No. 1; and

WHEREAS, prior to the date hereof, the financings securethbyL TA GMAC Properties were paid off and, pursuanSection 23.17 of Amended Le:
No. 1, the LTA GMAC Properties were automaticaltidad to and demised under Amended Lease No. 1pangljant to Section 21.12(c) of the LTA GM/
Leases, the LTA GMAC Leases were automatically teated; and

WHEREAS , simultaneously herewith, SNH/LTA Properties Trigsselling a portion of the Leased Property cdirgisof the real property and related
improvements known as The Haven in Texas Hill Couahd located at 747 Alpine Drive, Kerrville, Texas more particularly described on Exhibit A-68 t
Amended Lease No. 1 (the “ Kerrville Propeftyand

WHEREAS, in connection with the foregoing, SNH/LTA Propesti€rust and the other entities comprising Landbnd Five Star Quality Care Trust and
the other entities comprising Tenant wish to aménnded Lease No. 1 to (a) document the additich@tL. TA GMAC




Properties to Amended Lease No. 1, and (b) termiAatended Lease No. 1 with respect to the KerrfAleperty;

NOW, THEREFORE , in consideration of the mutual covenants hereimt@ined and other good and valuable consideratienmnutual receipt and legal
sufficiency of which are hereby acknowledged, Landlland Tenant hereby agree that, effective aseflite hereof, Amended Lease No. 1 is hereby agdeasl
follows:

1. LTA GMAC Leases As of April 30, 2012, the financing securing thEA GMAC Properties described on Exhibit A-66 thgh and including
Exhibit A-81 attached hereto was paid off and thoBA GMAC Properties were added to and demised uhdase No. 1, such that the applicable landlords a
tenants under the corresponding LTA GMAC Lease tmechandlords and Tenants under Amended Lease Nashf June 28, 2013, the financing securing the
LTA GMAC Properties described on Exhibit A-82 thghuand including Exhibit A5 attached hereto was paid off and those LTA GM&@perties were added
and demised under Lease No. 1, such that the apfditandlords and tenants under the correspondidgGMAC Lease became Landlords and Tenants under
Amended Lease No. 1.

2. Partial Termination of Amended Lease Nao. Amended Lease No. 1 is terminated with respetii¢ Kerrville Property and neither Landlord
nor Tenant shall have any further rights or liatei thereunder with respect to the Kerrville Prop&om and after the date hereof, except for ¢hoghts and
liabilities which by their terms survive the terration of Amended Lease No. 1.

3. Leased Property Section 2.1 of Amended Lease No. 1 is herebynaiex by deleting subsection (a) therefrom in itirety and replacing it
with the following:

(a) those certain tracts, pieces and parcels of lamdoae particularly described on ExhibitslAhrough A85 attached hereto and made a part hereo
“Land”);

4, Definition of Minimum Rent The defined term “Minimum Rent” set forth in $iea 1.68 of Amended Lease No. 1 is deleted ieiisrety and
replaced with the following:

“Minimum Rent " shall mean the sum of Fifty-Eight Million Five Hdred Fifteen Thousand Eight Hundred Ninety and@®/Dollars
($58,515,890.56) per annum.

5. Schedule 1 Schedule 1 to Amended Lease No. 1 is deletéd gntirety and replaced with Schedulattached hereto.

6. Exhibit A . Exhibit A to Amended Lease No. 1 is amendeda)ydgleting the text of Exhibit A-58 attached theria its entirety and replacing it
with “Intentionally Deleted” and (b) inserting EXdits A-66 through A85 attached hereto immediately following Exhibit A-B56Amended Lease No. 1.

7. Ratification. As amended hereby, Amended Lease No. 1 is heeatified and confirmed.




IN WITNESS WHEREOF , the parties have executed this Amendment asledsistrument as of the date above first written.
LANDLORD:

SNH SOMERFORD PROPERTIES TRUST
SPTMNR PROPERTIES TRUST

SNH/LTA PROPERTIES TRUST

SPTIHS PROPERTIES TRUST

SNH CHS PROPERTIES TRUST
SNH/LTA PROPERTIES GA LLC

By: /s/ David J. Hegart

David J. Hegart
President of each of the foregoing enti

MSD — MACON, LLC

MSD — BEAUFORT, LLC
MSD — CAMDEN, LLC

MSD — HARTSVILLE, LLC
MSD — LEXINGTON, LLC
MSD — ORANGEBURG, LLC
MSD — SENECA, LLC

MSD — CULLMAN, LLC
MSD — MADISON, LLC

MSD — SHEFFIELD, LLC
MSD — BOWLING GREEN, LLC
MSD — PADUCAH, LLC
MSD — CONYERS, LLC
MSD — GAINESVILLE, LLC
MSD — CLEVELAND, LLC
MSD — COOKEVILLE, LLC
MSD — JACKSON, LLC

MSD — KNOXVILLE, LLC
MSD — FRANKLIN, LLC
MSD — HOPKINSVILLE, LLC

By: /s/ David J. Hegart

David J. Hegart
President of each of the foregoing enti

[Signature Page: Partial Termination of and TentieAdment to Amended and Restated Master Lease igre€Lease No. 1)]




TENANT:
FIVE STAR QUALITY CARE TRUST

MORNINGSIDE OF KNOXVILLE, LLC
MORNINGSIDE OF FRANKLIN, LLC

By: /s/ Bruce J. Mackey J

Bruce J. Mackey J
President of each of the foregoing enti

MORNINGSIDE OF MACON, LLC
MORNINGSIDE OF SENECA, L.P.
MORNINGSIDE OF HOPKINSVILLE, LIMITED PARTNERSHIP

By: LIFETRUST AMERICA, INC.,
a Tennessee corporation, its General Partner/Me(akexpplicable

By: /s/ Bruce J. Mackey J

Bruce J. Mackey J
President and Chief Executive Offic

MORNINGSIDE OF BEAUFORT, LLC
MORNINGSIDE OF CAMDEN, LLC
MORNINGSIDE OF HARTSVILLE, LLC
MORNINGSIDE OF LEXINGTON, LLC
MORNINGSIDE OF ORANGEBURG, LLC

By: MORNINGSIDE OF SOUTH CAROLINA, L.P., a Delawalieited
partnership, its Sole Memb

By: LIFETRUST AMERICA, INC.,
a Tennessee corporation, its General Pa

By: /s/ Bruce J. Mackey J

Bruce J. Mackey J
President and Chief Executi
Officer

[Signature Page: Partial Termination of and TentheAdment to Amended and Restated Master Lease rgré€lLease No. 1)]




MORNINGSIDE OF CULLMAN, LLC
MORNINGSIDE OF MADISON, LLC
MORNINGSIDE OF SHEFFIELD, LLC

By: MORNINGSIDE OF ALABAMA, L.P., a Delaware limitepartnership, its
Sole Membe

By: LIFETRUST AMERICA, INC.,
a Tennessee corporation, its General Pa

By: /s/ Bruce J. Mackey J
Bruce J. Mackey J
President and Chief Executi
Officer

MORNINGSIDE OF BOWLING GREEN, LLC
MORNINGSIDE OF PADUCAH, LLC

By: MORNINGSIDE OF KENTUCKY, LIMITED PARTNERSHIP, a
Delaware limited partnership, its Sole Mem

By: LIFETRUST AMERICA, INC.,
a Tennessee corporation, its General Pa

By: /s/ Bruce J. Mackey J
Bruce J. Mackey J
President and Chief Executive Offic

MORNINGSIDE OF CONYERS, LLC
MORNINGSIDE OF GAINESVILLE, LLC

By: MORNINGSIDE OF GEORGIA, L.P., a Delaware limitpartnership, its
Sole Membe

By: LIFETRUST AMERICA, INC.,
a Tennessee corporation, its General Pa

By: /s/ Bruce J. Mackey J
Bruce J. Mackey J
President and Chief Executive Offic

[Signature Page: Partial Termination of and TentiieAdment to Amended and Restated Master Lease igre€Lease No. 1)]




[Signature Page: Partial Termination of and TentheAdment to Amended and Restated Master Lease rhgré€lLease No. 1)]

MORNINGSIDE OF CLEVELAND, LLC
MORNINGSIDE OF COOKEVILLE, LLC
MORNINGSIDE OF JACKSON, LLC

By: MORNINGSIDE OF TENNESSEE, LLC, a Delaware ligtliability
company, its Sole Memb

By:

/s/ Bruce J. Mackey J

Bruce J. Mackey J

President and Chief Executive Offic

Exhibit

Property Address

SCHEDULE 1

PROPERTY-SPECIFIC INFORMATION

Base Gross Revenue
(Calendar Year)

Base Gross Revenue
(Dollar Amount)

Commencement
Date

Interest
Rate

A-1

A-2

A-3

A-4

A-6

A-7

A-8

A-10

A-11

A-12

A-13

A-16

A-17

La Mesa Healthcare Center
2470 South Arizona Avenue
Yuma, AZ 85364

SunQuest Village of Yuma
265 East 24" Street

Yuma, AZ 85364

Somerford Place - Encinitas
1350 South El Camino Real
Encinitas, CA 9202.
Somerford Place - Fresno
6075 North Marks Avenue
Fresno, CA 9371

Lancaster Healthcare Center
1642 West Avenue J
Lancaster, CA 9353
Somerford Place — Redlands
1319 Brookside Avenue
Redlands, CA 9237
Somerford Place - Roseville
110 Sterling Court

Roseville, CA 9566:

Leisure Pointe

1371 Parkside Drive

San Bernardino, CA 924(
Van Nuys Health Care Center
6835 Hazeltine Street

Van Nuys, CA 9140!

Mantey Heights
Rehabilitation & Care Center
2825 Patterson Road

Grand Junction, CO 815(
Cherrelyn Healthcare Center
5555 South Elati Street
Littleton, CO 8012(
Somerford House and Somerford
Place — Newark | & Il

501 South Harmony Road and
4175 Ogletown Road
Newark, DE 1971:

Tuscany Villa Of Naples
(aka Buena Vida)

8901 Tamiami Trail East
Naples, FL 3411.
Intentionally Deleted
Morningside of Columbus
7100 South Stadium Drive
Columbus, GA 3190
Morningside of Dalton

2470 Dug Gap Road

Dalton, GA 3072(
Morningside of Evans

353 North Belair Roa

2005

2005

2009

2009

2005

2009

2009

2007

2005

2005

2005

2009

2008

N/A
2006

2006

2006

$ 6,333,15'

$ 543,59!

$ 3,092,46'

$ 3,424,891

$ 6,698,64

$ 3,065,08:

$ 2,802,08:

$ 1,936,222

$ 3,626,35!

$ 5,564,94!

$ 12,574,20

$ 6,341,631

$ 2,157,67

N/A
$ 1,381,46:

$ 1,196,35

$ 1,433,42.

12/31/2001

12/31/2001

03/31/2008

03/31/2008

12/31/2001

03/31/2008

03/31/2008

09/01/2006

12/31/2001

12/31/2001

12/31/2001

03/31/2008

09/01/2006

N/A
11/19/2004

11/19/2004

11/19/2004

1C%

1C%

8%

8%

1C%

8%

8%

8.25%

1C%

1C%

1C%

8%

8.25%

N/A
9%

9%

9%




Exhibit

Property Address

Base Gross Revenue
(Calendar Year)

Base Gross Revenue
(Dollar Amount)

Commencement
Date

Interest
Rate

A-18

A-19
A-20

A-21

A-22

A-23

A-24

A-25

A-26

A-27

A-28

A-29
A-30

A-31

A-32

A-33

A-34

A-35
A-36

Evans, GA 3080!
Vacant Land Adjacent to
Morningside of Macon
6191 Peake Road
Macon, GA 3122(
Intentionally Deleted
Union Park Health Services
2401 East 8 Street
Des Moines, 1A 5031
Park Place
114 East Green Street
Glenwood, IA 5153
Prairie Ridge Care & Rehabilitation
608 Prairie Street
Mediapolis, 1A 5263’
Ashwood Place
102 Leonardwood
Frankfort, KY 40601
Somerford Place - Annapolis
2717 Riva Road
Annapolis, MD 2140:
Somerford Place - Columbia
8220 Snowden River Parkway
Columbia, MD 2104
Somerford Place - Frederick
2100 Whittier Drive
Frederick, MD 2170:
Somerford Place - Hagerstown
10114 & 10116 Sharpsburg Pike
Hagerstown, MD 2174
The Wellstead of Rogers
20500 and 20600

South Diamond Lake Road
Rogers, MN 5537.
Intentionally Deleted
Hermitage Gardens of Oxford
1488 Belk Boulevard
Oxford, MS 3865¢
Hermitage Gardens of Southaven
108 Clarington Drive
Southaven, MS 3867
Ashland Care Center
1700 Furnace Street
Ashland, NE 6800:
Blue Hill Care Center
414 North Wilson Street
Blue Hill, NE 6893C
Central City Care Center
2720 South 1% Avenue
Central City, NE 6846
Intentionally deletec
Gretna Community Living Center
700 South Highway 6
Gretna, NE 6802

2006

N/A
2005

2005

2005

2007

2009

2009

2009

2009

2009

N/A
2007

2007

2005

2005

2005

N/A
2005

N/A

N/A
4,404,67:

8,109,51:

3,234,50!

1,769,72

3,917,90:

3,221,421

5,088,59:

4,066,76:

12,646,61

N/A
1,816,31!

1,527,06:

4,513,809

2,284,06!

2,005,73:

N/A
3,380,351

11/19/2004

N/A
12/31/2001

12/31/2001

12/31/2001

09/01/2006

03/31/2008

03/31/2008

03/31/2008

03/31/2008

03/01/2008

N/A
10/01/2006

10/01/2006

12/31/2001

12/31/2001

12/31/2001

N/A
12/31/2001

9%

N/A
1C%

1C%

1C%

8.25%

8%

8%

8%

8%

8%

N/A
8.25%

8.25%

1C%

1C%

1C%

N/A
1C%
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Property Address

Base Gross Revenue
(Calendar Year)

Base Gross Revenue
(Dollar Amount)

Commencement
Date

Interest
Rate

A-37

A-38

A-39
A-40

A-41

A-42

A-43

A-44

A-45

A-46

A-47

A-48

A-49

A-50

A-51

A-52

A-53

Sutherland Care Center
333 Maple Street
Sutherland, NE 6916
Waverly Care Center
11041 North 137"  Street
Waverly, NE 6846:
Intentionally deletec
Ridgepointe
5301 Brownsville Road
Pittsburgh, PA 1523
Mount Vernon of South Park
1400 Riggs Road
South Park, PA 1512
Morningside of Gallatin
1085 Hartsville Pike
Gallatin, TN 3706¢
Walking Horse Meadows
207 Uffelman Drive
Clarksville, TN 3704
Morningside of Belmont
1710 Magnolia Boulevard
Nashville, TN 3721:
Dominion Village at Chesapeake
2856 Forehand Drive
Chesapeake, VA 233:
Dominion Village at Williamsburg
4132 Longhill Road
Williamsburg, VA 2318¢
Heartfields at Richmond
500 North Allen Avenue
Richmond, VA 2322(
Brookfield Rehabilitation and Specialty Care
(aka Woodland
Healthcare Center)
18741 West Bluemound Road
Brookfield, W1 5304&
Meadowmere - Southport Assisted Living
8350 and 8351 Sheridan Road
Kenosha, WI 5314
Meadowmere - Madison Assisted Living
5601 Burke Road
Madison, W1 5371¢
Sunny Hill Health Care Center
4325 Nakoma Road
Madison, WI 5371:
Mitchell Manor Senior Living
5301 West Lincoln Avenue
West Allis, W1 5321¢
Laramie Care Center
503 South 18  Street
Laramie, WY 8207(

2005

2005

N/A
2006

2006

2006

2007

2006

2005

2005

2005

2005

2009

2009

2005

2009

2005

2,537,341

3,066,13!

N/A
1,944,49"

2,718,05

1,343,80.

1,471,411

3,131,64

1,416,95.

1,692,75!

1,917,76!

13,028,84

2,170,64!

2,136,65:

3,237,63:

12,348,10.

4,473,94:

12/31/2001

12/31/2001

N/A
10/31/2005

10/31/2005

11/19/2004

01/01/2007

06/03/2005

05/30/2003

05/30/2003

10/25/2002

12/31/2001

01/04/2008

01/04/2008

12/31/2001

01/04/2008

12/31/2001

1C%

1C%

N/A
9%

9%

9%

8.25%

9%

1C%

1C%

1C%

1C%

8%

8%

1C%

8%

1C%




Exhibit

Base Gross Revenue
Property Address (Calendar Year)

Base Gross Revenue
(Dollar Amount)

Commencement
Date

Interest
Rate

A-54

A-55

A-56

A-57

A-58
A-59

A-60

A-61

A-62

A-63

A-64

A-65

A-66

A-67

A-68

A-69

Haven in Highland Creek 2010
5920 McChesney Drive
Charlotte, NC 28269

Laurels in Highland Creek

6101 Clark Creek Parkway

Charlotte, NC 2826

Haven in the Village at Carolina Place 2010
13150 Dorman Road

Pineville, NC 28134

Laurels in the Village at Carolina Place

13180 Dorman Road

Pineville, NC 2813

Haven in the Summit 2010
3 Summit Terrace

Columbia, SC 2922

Haven in the Village at Chanticleer 2010
355 Berkmans Lane

Greenville, SC 2960

Intentionally Deletec N/A
Haven in Stone Oak 2010
511 Knights Cross Drive

San Antonio, TX 78258

Laurels in Stone Oak

575 Knights Cross Drive San

Antonio, TX 7825¢

Eastside Gardens 2010
2078 Scenic Highway North

Snellville, GA 3007¢

Crimson Pointe 2012
7130 Crimson Ridge Drive

Rockford, IL 61107

Talbot Park 2012
6311 Granby Street

Norfolk, VA 23305

The Landing at Parkwood Village 2012
1720 Parkwood Boulevard

Wilson, NC 2789:

Aspenwood 2005
14400 Homecrest Road Silver

Spring, MD 2090¢

HeartFields at Easton 2005
700 Port Street

Easton, MD 2160.

Morningside of Macon 2006
6191 Peake Road

Macon, GA 3122(

Morningside of Beaufort 2006
109 Old Salem Road

Beaufort, SC 2990

Morningside of Camden 2006
719 Kershaw Highway

Camden, SC 2902

Morningside of Hartsville 2006

6,454,15

7,052,42!

2,308,73

2,197,91!

N/A
6,584,02'

1,766,62

2,568,82'

3,866,87.

4,318,991

4,470,35

2,545,88

1,298,54.

1,337,45:

1,595,03!

1,507,13.

11/17/2009

11/17/2009

11/17/2009

11/17/2009

N/A
11/17/2009

12/10/2009

05/01/2011

06/20/2011

06/20/2011

10/25/2002

10/25/2002

11/19/2004

11/19/2004

11/19/2004

11/19/2004

8.7t%

8.7%%

8.7%%

8.75%

N/A
8.7%%

8.7%%

8%

7.5%

7.5%

1C%

1C%

9%

9%

9%

9%




Exhibit

Property Address

Base Gross Revenue
(Calendar Year)

Base Gross Revenue
(Dollar Amount)

Commencement
Date

Interest
Rate

A-70

A-71

A-72

A-73

A-74

A-75

A-76

A-77

A-78

A-79

A-80

A-81

A-82

A-83

A-84

A-85

1901 West Carolina Avenue
Hartsville, SC 2955I
Morningside of Lexington
218 Old Chapin Road
Lexington, SC 2907
Morningside of Orangeburg
2306 Riverbank Drive
Orangeburg, SC 2911
Morningside of Seneca
15855 Wells Highway
Seneca, SC 296;
Morningside of Cullman
2021 Dahlke Dr. NE
Cullman, AL 3205¢
Morningside of Madison

49 Hughes Road

Madison, AL 3575¢
Morningside of Sheffield
413 D. D. Cox Boulevard
Sheffield, AL 3566(

Morningside of Bowling Green

981 Campbell Lane
Bowling Green, KY 4210
Morningside of Paducah
1700 Elmdale Road
Paducah, KY 4200
Morningside of Conyers
1352 Wellbrook Circle
Conyers, GA 3001
Morningside of Gainesville
2435 Limestone Parkway
Gainesville, GA 3050.
Morningside of Cleveland
2900 Westside Drive, N.W.
Cleveland, TN 3731
Morningside of Cookeville
1010 East Spring Street
Cookeville, TN 3850:
Morningside of Jackson
1200 North Parkway
Jackson, TN 3830
Williamsburg Villas

A Morningside Community
3020 Heatherton Way
Knoxville, TN 37920
Morningside of Franklin
105 Sunrise Circle
Franklin, TN 37067
Morningside of Hopkinsville
4190 Lafayette Road
Hopkinsville, KY 4224(

2006

2006

2006

2006

2006

2006

2006

2006

2006

2006

2006

2006

2006

2006

2006

2006

1,638,42:

1,129,76:

1,684,47

1,413,63:

1,531,201

1,495,03:

1,458,78:

2,012,24!

1,646,911

1,453,25!

1,212,841

1,513,93:

1,787,15!

2,728,84.

1,582,50!

1,444,241

11/19/2004

11/19/2004

11/19/2004

11/19/2004

11/19/2004

11/19/2004

11/19/2004

11/19/2004

11/19/2004

11/19/2004

11/19/2004

11/19/2004

11/19/2004

11/19/2004

11/19/2004

11/19/2004

9%

9%

9%

9%

9%

9%

9%

9%

9%

9%

9%

9%

9%

9%

9%

9%

EXHIBIT A -66
Morningside of Macon
6191 Peake Road
Macon, GA 31220

(See attached copy.)




Morningside of Macot

6191 Peake Roe

Macon, Georgia 3122

Exhibit A-1
Legal Description

Tractl
BEING A TRACT or parcel of land lying in Land Lol L EGIBLE] of the 13™ Land District of Bibb CountyGeorgia also being Lot 1 on the Plat of The
Subdivision for Morningside of Macon, L.P. as ofeed in Plat Book [ILLEGIBLE], Page 13, Clerk’s @f&, Superior Court of Bibb County, Georgia, anthbe

more particularly described as follows:

Beginning at an existing concrete monument atier$ection of the southerly right-of-way line efdke Road, 100 feet in width and the westerly fafhway line
of Interstate 475 (Macon By Parcel), width varies:

Thence leaving the southerly right-of-way line aaRe Road with the westerly right-of-way line ofdrstate 475 South 42 degrees [ILLEGIBLE] minutgs 0
seconds East, [ILLEGIBLE] feet to an existing catermonument;

Thence South 38 degrees 50 minutes [ILLEGIBLE] sdsdEast, 33.28 feet to an existing iron pin abrmer common with the property of Morningside of
Georgia, L.P., as of Record in Deed Book [ILLEGIBLEage 167-170, in the Clerk’s Office, Superiou@mf Bibb County, Georgia;

Thence leaving the westerly right of way of Intatet475 with the northerly property line of Mornside of Georgia, L.P., South 47 degrees 19 minl@eseconds
West, [ILLEGIBLE] feet to an existing iron pin ihé easterly right-of-way line of Peake Road;

Thence with the easterly right-of-way line of Pe&a@ad North 42 degrees 45 minutes 54 seconds W68 feet to an existing iron pin at the Intetieecof the
easterly right-of-way line of Peake Road and thetfserly right-of-way of Peake Road;

Thence leaving the easterly right-of-way line oARe Road with the southerly right-of-way line ofRe Road North 47 degrees 19 minutes 10 secondis Eas
399.92 feet to the POINT OF BEGINNING containind 1669 square feet [ILLEGIBLE] acres more or less.




EXHIBIT A -67
Morningside of Beaufort
109 Old Salem Road
Beaufort, SC 29902

(See attached copy.)




Morningside of Beaufol
109 Old Salem Roa
Beaufort, South Carolina 299!

Exhibit A-2
Legal Description
ALL that certain piece, parcel or tract of landuate, lying and being on Port Royal Island, Beau@munty, South Carolina, containing 5.607 acneste or less,
shown and described on a plat, dated May 27, 1@®itled “Boundary Survey prepared for Five Thi@tub Beaufort Tax Map 29A, Parcel 106 Salem PoirgaA
Button,” by Beaufort Surveying, Inc., David. S. Y¥oans, SCRLS No. 9765. For a more complete degmtips to metes, bounds and distances, referengdena
had to said plat which is duly indexed and recoridetie Office of the Register of Deeds for Beatifoounty, South Carolina, in Plat Book 62 at Page 5

This being the same property shown on Plat BookP&ge 10 and being the same property conveyed toiMyside of Beaufort, LLC by deed from Morningside
of South Carolina, L.P., as recorded in Record Bbs%7 at Page 1646.

Tax Map Number:




EXHIBIT A -68
Morningside of Camden
719 Kershaw Highway
Camden, SC 29020

(See attached copy.)




Morningside of Camde
719 Kershaw Highwa
Camden, South Carolina 290

Exhibit A-3
Legal Description

All that certain piece, parcel or tract of landuate, lying and being just North of the City offiden, County of Kershaw, State of South Carolisataining Four
and 07/100 (4.07) acres more or less, and being penticularly shown on that plat prepared by Wdlker & Associates, dated July 7, 1997, found réed in
the Office of the Clerk of Court for Kershaw CoumntyBook A-88, at page 7. Said property havingftilwing metes and bounds, as shown on said ple:
Point of Beginning being a 1 rod found in the Waestaargin of Hwy #521-601, located 352.97 feet Narf the intersection of S-28-130 and Hwy #521-601,
thence S 712113 West for a distance of 250.13t¢e@tl square bar found; thence S 713128 Westdstance of 249.07 feet to a 1 flat bar foundntteeS
790309 West for a distance of 5.00 feet to a #anrebt; thence N 115540 West for a distance ofl2rfeet to a #5 rebar set; thence N 802640 East ftistance
of 559.00 feet to a #5 rebar set; thence S 005@39 fiér a distance of 300.00 feet to the Point@fiBning. Reference being made to said plat fooee accurate
description; all measurements being a little markess.

This being the some property conveyed to MorningsitiCamden, LLC by Deed of Morningside of Soutlidlima, L.P. dated June 21, 2002 and recorded in
Record Book 1179 at Page 54.

Tax Map Number:




EXHIBIT A -69
Morningside of Hartsville
1901 West Carolina Avenue
Hartsville, SC 29550

(See attached copy.)




Morningside of Hartsville
1901 West Carolina Avent
Hartsville, South Carolina 295¢

Exhibit A-4
Legal Description
All that certain piece, parcel of land situatenlyiand being in the County of Darlington, Stat&otith Carolina, containing 3.74 acres according at prepared

for Morningside of South Carolina, L.P. by J.H. \k&l & Associates, dated October 15, 1997 and recbinl the office of the Clerk of Court for Darlirgt County
in Plat Book 172, Page 117; and being more pagifutescribed as follows:

NORTH: By SC Highway 151, for a distance of 348.06 f

EAST: By Sunset Drive, for a distance of 400.02 fi

SOUTH: By other lands now or formerly of Robert Gilbeitaé for a distance of 490.02 feet; ¢
WEST: By other lands now or formerly of Robert Gilbettaé for a distance of 399.97 fe

This being the same property conveyed to MornirgsidHartsville, LLC by deed of Morningside of Sb@arolina, L.P. dated June 21, 2002 and recomled i
Book D-359, Page 62 in the office of the Clerk @u@ for Darlington County, S.C.

Tax Map No.: 035-00-01-016




EXHIBIT A -70
Morningside of Lexington
218 Old Chapin Road
Lexington, SC 29072

(See attached copy.)

Morningside of Lexingtol
218 Old Chapin Roa
Lexington, South Carolina 290

Exhibit A-5
Legal Description
All that certain piece, parcel or tract of landuate, lying and being in the City of Lexington, bty of Lexington, State of South Carolina, the sdming a
portion of 28.59 acre tract as shown on a platgmeg for Miriam Swann Roberts Reenstjerna by Bawghtrand Surveyors, Inc., dated March 27, 1973, and
recorded in the Office of The ROD for Lexington @owin Plat Book 129-G at Page 14; and being maréqularly shown and delineated on a plat prep&wed

LifeTrust America, Inc., by Ralph O. Vanodore, Pldated May 19, 1997, revised October 9, 1997, d=zbim Plat Book [ILLEGIBLE], page 31, in the Ofiof
the ROD for Lexington County; State of South Carajiand being shown and delineated as 5.27 aaesoth which plat is incorporated herein by refeeenc

Together with Sewer Easement recorded in Record Bd64 at Page 257.

This being the same property conveyed to Mornirgsid_exington, LLC by deed of Morningside of So@hrolina, L.P., dated June 21, 2002 and recomled i
Record Book 7300 at Page 271.

Tax Map Number: 4300 04102




EXHIBIT A -71
Morningside of Orangeburg
2306 Riverbank Drive
Orangeburg, SC 29118

(See attached copy.)




Morningside of Orangebut
2306 Riverbank Drivi
Orangeburg, South Carolina 291

Exhibit A-6

Legal Description

All that certain piece, parcel or tract of landtiwany improvements thereon situate, lying anddpemar the city of Orangeburg, Orangeburg Courntyt!s
Carolina, containing 3.82 acres, more or lesshawas on that plat of survey prepared for Morningsil South Carolina, L.P. by J. Henry Walker, RLS, dated
August 27, 1997 and recorded in the office of thédRfor Orangeburg County in Plat Book C48 at Pagm@® being more particularly described as followse
point of beginning being an iron pin set on the tNeastern margin of the Right-of-way of Riversidévb (S-38-1032), and being 27.23 feet Southeatief
Centerline of Hoffman Street; thence N 36°08’39"alidng the Northeast margin of Riverside Drive fatistance of 474.29 feet to an iron pin set; theM&S°
57'56” E along property now or formerly of Caw C#@associates for a distance of 350.75 feet to an piarset; thence S 36°08’39” E along property naw o
formerly of Caw Caw Associates for a distance of.29 feet to an iron pin set; thence S 53°57°'56aMhg property now or formerly of Bishop of Chattes a
corporation sole and his successors in office foistance of 275.40 feet to an iron pin found; tree 53°57°56” W along property now or formerly@éw Caw
Associates for a distance of [ILLEGIBLE] feet tethoint and place of beginning.

This being the same property conveyed to MorningsidOrangeburg, LLC by Deed of Morningside of $oGarolina., L.P. dated June 21, 2002 and recarded
Record Book 0934 at Page 289.

Tax Map Number: 0151-1706-002




EXHIBIT A -72
Morningside of Seneca
15855 Wells Highway

Seneca, SC 29678

(See attached copy.)




Morningside of Senec
15855 Wells Highwa
Seneca, South Carolina 29€

Exhibit A-7

Legal Description

All that certain piece, parcel or tract of landiatie, lying and being in the County of Oconee,e&stdtSouth Carolina, lying on the southwest sidévefls Highway
(S37-488) distances, metes and bounds as follows:

TRACT 1

Beginning at a point, said point being an old PK imethe centerline of Wells Highway, a one hunitl(¢00.00) foot road; thence leaving said roadtand line
adjoining lands Northwoods of South Carolina, laBPrecorded in Deed Book 883, page 224. A bearfiiy68°20'16” W a distance of [ILLEGIBLE] feet tm
old 1/2 inch rod; thence S [ILLEGIBLE]°30'13" W asfance of 354.71 feet to a new 5/8 rebar; thegdab adjoining tract two as described below, N&349”
W a distance of 437.84 feet to a new 5/8 inch retb@nce by line adjoining lands of Subrata Sah@esrded in Deed Book 1110, Page 35, N 71°12'2&" E
distance of 432.26 feet to an old 1/2 inch rod tbwithin the limits of aforesaid Wells Highway; thee S 27°51'51" E a distance of [ILLEGIBLE] feetaa old
nail and cap found in the centerline of said WHlighway; thence S 14°60'45” E 310.22 feet to thinPof Beginning, containing 4.198 acres.

TRACT 2

Beginning at a point, a said point being dista68%30°'13” W a distance of 354.71 feet from an ol# ibhch rebar on the western right of way of Welighway,
said point being a new 5/8 inch rebar; thence hydaof Northwoods of South Carolina, L.P. as reedrith Deed Book 883, page 224, S 68°30'13" W 272e&T
to an old 1/2 inch rod; thence by lands of Samuweiffas recorded in Deed Book 14Y, page 86, N 303" W a distance of [ILLEGIBLE] feet to an old8inch
pipe; thence by same adjoiner N 20°37'46” W 347e# to an old 1/2 rod; thence by lands of Sub&atha N 71°12'26" E a distance of 262.75 feet tew 5/8
inch rebar; thence by aforesaid Tract 1 S 21°53B@ distance of 437.84 feet to the Point of Beigigncontaining 2.726 acres.

Being the same property shown on a survey for Haeland and Roberts prepared by Goldie & Assceidéted 2/27/98 and recorded in the office of thegkCof
Court for Oconee County in Plat Book A609 at Page 5

Tax Map #520-59-01-004

Intending to convey the same property conveyed donlihgside of Seneca, L.P., by deed of Morningsid®8outh Carolina, L.P., recorded in the Officetod Clert
of Court for Oconee County in Deed Book 1225, P2i/e




EXHIBIT A -73
Morningside of Cullman
2021 Dahlke Dr. NE
Cullman, AL 32058

(See attached copy.)




Morningside of Cullmai
2021 Dahlke Dr. NE
Cullman, Alabama 320&

Exhibit A-8

Legal Description

Being a part of a tract of land situated in the B\\f the NW ¥4 of Section 1, Township 10 South, RaByVest, Cullman County, Alabama, and being more
particularly described as follows: Commencingh&t NE Corner of the NW % of the NW ¥4 of Sectioddwnship 10 South, Range 3 West, Cullman County,
Alabama; thence with the North line of Section IrtR@9 degrees 32 minutes 10 seconds West 76.45fae existing iron rod in the Westerly rightagéy line
of Vogel Road, a paved public road, being the pofriieginning; thence with the with Westerly rigiftway line of Vogel Road South 00 degrees 39 naa@38
seconds East 407.86 feet to an existing iron toehde North 89 degrees 31 minutes 00 seconds B1ex66 feet to an existing iron rod; thence Nog@hdeégrees
39 minutes 22 seconds West, 407.75 feet to anirxistd in the North line of Section 1; thence wiitle North line of Section 1 South 89 degrees J2utes 10
seconds East, 319.69 feet to the point of beginning




EXHIBIT A -74
Morningside of Madison
49 Hughes Road
Madison, AL 35758

(See attached copy.)




Morningside of Madisol
49 Hughes Roa
Madison, Alabama 357&
Exhibit A-9
Legal Description

Lot 1A and 1B, according to the certified plat dRasubdivision of Lot One of a Resubdivision of Qrte Lanier Park Phase One, Section 15 and 16,R2%,
Madison, Alabama, as recorded in Pat Book 35, Fdg@robate Records of Madison County, Alabama.




EXHIBIT A -75
Morningside of Sheffield
413 D. D. Cox Boulevard

Sheffield, AL 35660

(See attached copy.)

Morningside of Sheffiel(
413 D. D. Cox Boulevar
Sheffield, Alabama 356€

Exhibit A-10

Legal Description

Tract One: Part of Lots 4 and 5, D. D. COX PLAZ®RBITION NO. 1, according to the plat recorded ie thffice of the Judge of Probate in said Countylat
Cabinet C, Slide 48, more particularly describefbdews: Commence at the Southwest corner of kai4, said point being on the East right of w&yox
Boulevard; thence along said right of way Northd@®rees 37 minutes 00 seconds West, for 16.24dd¢ké point of beginning; thence continue Northd@grees
37 minutes 00 seconds West along said right of feng15.12 feet to the PC of a curve to the leftihg a radius of 612.70 feet; thence along saide9:88 feet
(chord bearing N 02 degrees 37 minutes 00 secorst ¥Wechord distance of 9.88 feet); thence leavaid gght of way North 87 degrees 23 minutes O@Bds
East for 360.08 feet; thence South 02 degrees Bidtes 00 seconds East for 225.00 feet; thence SJudlegrees 23 minutes 00 seconds West for 360€0Qd
the point of beginning.

Tract Two: A tract of land lying in Sheffield, Gmrt County, Alabama, and being the Northerly 163€&t of Lot 2, all of Lot 3 and the Southerly 2% feet of
Lot 4 of the D. D. COX PLAZA ADDITION NO. 1, accoir to the plat thereof recorded in the officelof tludge of Probate of Colbert County, AlabamaJap
Cabinet C, Slide 48, and being more particularlycdi®ed as follows: Commencing at the SW cornkrl8l, Section 34, Township 3 South, Range [ILLECHB
West; thence N 02 degrees 37 minutes 00 second864A/28 feet to an iron rod set, said iron rod b@&ing degrees 37 minutes 00 seconds W 96.24 femit the
SE corner of Lot 2 of said D. D. COX PLAZA ADDITIONO. 1 and the point of beginning of the hereincdibgd tract; thence S 87 degrees 23 minutes Qths
W 360.00 feet to an iron rod set in the East rafhway line of D. D. Cox Boulevard, 80 feet in whidthence with said E right of way line N 02 degr8& minutes
00 seconds W 320.00 feet to an iron rod set, saiitt peing N 02 degrees 37 minutes 00 seconds BAX6et from the SW corner of Lot 4 of said D. BDX
PLAZA ADDITION NO. 1; thence leaving said E right way line N 87 degrees 23 minutes 00 seconds EDBG@et to an iron rod set; thence S 02 degrees 37
minutes 00 seconds E 320.00 feet to the point ginioéng.




EXHIBIT A -76
Morningside of Bowling Green
981 Campbell Lane
Bowling Green, KY 42104

(See attached copy.)




Morningside of Bowling Gree
981 Campbell Lan
Bowling Green, Kentucky 421(

Exhibit A-11

Legal Description

Being Lot 163 of the Calvin Alford Property, consig of 3.19 acres, as shown in Major Subdivisidat Book 30, Page 31, in the Warren County Cle@fice,
as per survey dated August 21,1997, by Can Metgin€éering, Inc.; together with a 10 foot Sanitagnw@r Easement as granted by said Plat.




EXHIBIT A -77
Morningside of Paducah
1700 Elmdale Road
Paducah, KY 42003

(See attached copy.)




Morningside of Paduca
1700 Elmdale Roa
Paducah, Kentucky 420(
Exhibit A -12
Legal Description

Being Tract No. 1 located on the southeast coriiBteich Road and Elmdale Road in McCracken Coulntucky, as shown on Final Plat of Subdivision fo
“Lake Forest Plaza”, of record in Plat Section “Rage 1941, McCracken County Clerk’s Office.




EXHIBIT A -78
Morningside of Conyers
1352 Wellbrook Circle
Conyers, GA 30012

(See attached copy.)




Morningside of Conyer
1352 Wellbrook Circle
Conyers, Georgia 300

Exhibit A-13
Legal Description

ALL THAT TRACT or parcel of land lying and being lrand Lots 301 and 302 of the TéDistrict of Rockdale County, Georgia, in the GityConyers, and beir
known as Tract 4, containing 2.00 acres, of WebkrBark Subdivision (formerly known as Wellbroola& Subdivision, as per plat recorded in Plat Babk

Page 146, Records of the Clerk of Superior CourRfackdale County, Georgia), according to plat réded in Plat Book X, Page 34, Rockdale County Résor
which plat is hereby referred to and incorporaterem by reference for a more complete legal dpsori of subject property.




EXHIBIT A -79
Morningside of Gainesville
2435 Limestone Parkway
Gainesville, GA 30501

(See attached copy.)




Morningside of Gainesvill
2435 Limestone Parkwe
Gainesville, Georgia 305(

Exhibit A-14

Legal Description

ALL THAT TRACT or parcel of land located in the giof Gainesville, Land Lot 125,  District, HalbGnty, Georgia and being more particularly descriae
follows:

Beginning at a point on the westerly right-of-wdyl onestone Parkway, 75 feet from centerline, antbcated North 53 degrees 10 minutes 36 seconds, We
[ILLEGIBLE] feet from the centerline Intersectiofi bimestone Parkway and Lighthouse Manor Drivedgaiint also being the POINT OF BEGINNING:

Thence leaving the right-of-way of said Limestormekiwvay South 60 degrees 01 minutes 19 seconds a\fistance of 295.29 feet to a point; thence Safth
degrees 45 minutes 06 seconds East a distance4d &%t to a point; thence South 59 degrees 58te8r08 seconds West a distance of 34.78 feepting
thence North 29 degrees 58 minutes 41 seconds a\istance of 355.50 feet to a point on the eastight-of-way, 26 feet from centerline of Flintgd Road;
thence North 60 degrees 01 minutes 19 secondsakhstance of 310.29 feet along said right-of-wag point; thence South 74 degrees 58 minutesetinds
East a distance of 28.28 feet to a point on the wasterly right-of-way of Limestone Parkway, 78tféom centerline; thence South 29 degrees 58 tesmil
seconds East a distance of 280.00 feet along igditdof-way to the POINT OF BEGINNING.

Containing 2.315 acres.
The above property is more particularly shown qiea entitled “Mt. View Enterprises, Inc.” recordatSlide 607, Plat 152A.
Together with Ingress and egress easement recordgabk 2865, Page 184.

Being more particularly shown on this plat for ltifest America, Inc. by Farley-Collins-Whidden Geiar&egistered Land Surveyors No. 1435 and 2632ddat
April 26, 2002.




EXHIBIT A -80
Morningside of Cleveland
2900 Westside Drive, N.W.

Cleveland, TN 37312

(See attached copy.)

Morningside of Clevelan
2900 Westside Drive, N.\
Cleveland, Tennessee 37¢
Exhibit A-15
Legal Description

A certain tract or parcel of land in Bradley Courfgnnessee, described as follows, to wit:

Being a tract of land lying in Cleveland, Bradlegudty, Tennessee, and being part of the properBebbrah Evans, as of record in Deed Book 366,
pages 590 and 594, in the Register’s Office fordBna County, Tennessee, and being bounded on tist byehe East right-of-way line of Westside Driee, the
North by the remainder of the property of Deboraaits, as of record in Deed Book 366, pages 59G84Adin the Regist’s Office for Bradley County,
Tennessee, on the East by Mary W. Moore, as ofddodDeed Book 346, page 167, in the Registerfic®ffor Bradley County, Tennessee, and on thelSbyt
National Healthcare of Cleveland, as of record @e® Book 298, page 857, and B&C Enterprises, asaoird in Deed Book 311, page 818, both in the Re''s
Office for Bradley County, Tennessee, and beingenparticularly described as follows:

Beginning at an axle in the East right of way laf@Vestside Drive, at a corner common with B&C Eptises;

Thence, with the East right of way line of Westdtéve, with a curve to the right, said curve hayvancentral angle of 11°03'1@'radius of 400.73 feet,
chord of North 51°30'33” East, 77.20 feet, for an ngth of 77.32 feet to an iron rod;

Thence, North 48°27°00” East, 32.10 feet to an iroa;

Thence, North [ILLEGIBLE]°27°00” East, 274.21 fetan iron rod;

Thence with a severance line, South 66°13'06" E224,53 feet to an iron rod in the West line of &Y. Moore;

Thence, with a West line of Mary W. Moore, Souti4B800” West, 321.02 feet to an iron rod in thethdine of National Healthcare of Cleveland,;
Thence, with the North line of National HealthcafeCleveland, North 65°45’00” West, 437.60 feethe point of beginning, containing 108,466 square

feet or 2.490 acres, more or less, according toneeyg prepared by R. Scot Cherry, Tennessee Registeand Surveyor No. 1512, of Cherry Land SurveyB22
West Iris, Nashville, Tennessee 37204.




EXHIBIT A -81
Morningside of Cookeville
1010 East Spring Street
Cookeville, TN 38501

(See attached copy.)




Morningside of Cookevill¢
1010 East Spring Stre
Cookeville, Tennessee 385

Exhibit A-16

Legal Description

Beginning at an iron pin in the East Margin of a g@rmanent access easement, being the Northwestroof Tract 1 Morningside of Cookeville as reaaddn
Plat Cabinet: C, slide: 131 in the R.O.P.C.T.; Tdeeleaving Tract 1 with the East Margin of saidezasnt N 7 degrees 11" W 99.11’; Thence around eecand
arc distance of 25.48 (Delta 11 degrees 40’ 49rsix;aadius 125.00°, Tangent-12.97°); Thence Ndreles 40’ 38" E 180.28’; Thence around a curveran a
distance of 76.98 (Delta-35 degrees 17’ 01", Radiu$25.00’, Tangent-39.75);

Thence N 39 degrees 57’ 39" E 3.45 to an iron pithe south line of Tract 4 Morningside of Cooklevds recorded in Plat Cab: C, slide 131: thenaeihg said
easement with the south line of tract 4 s 86 deggd@e57” E 293.79 to an iron pin in the west lofdPutnam County; Thence leaving Tract 4 with trestthe of
Putnam County S 03 degrees 59’ 03" W 375.54 ta@mpin, being a corner of Tract 3 morningside obKeville as recorded in Plat Cab: C, slide 13&npte
leaving Putnam County with the line of Tract 1 NdB&rees 00'57” W 50.00 to an iron pin, being aneoiof Tract 1; thence S 03 degrees 59’ 03" W 18@0an
iron pin; thence N 50 degrees 39’ 10" W 307.53he point of Beginning. Being tract No 3 of Morgside of Cookeville recorded in Plat Cabinet: Gi&li131 in
the R.O.P.C.T. Containing 3.2517 acres more or Essurveyed by Alfred M. Bartlett, R.L.S. #762May 8th, 2002.

Together with a Non-Exclusive Permanent Access lBeseas created by Plat Cabinet: C Slide 131.




EXHIBIT A -82
Morningside of Jackson
1200 North Parkway
Jackson, TN 38305

(See attached copy.)




Morningside of Jackso
1200 North Parkwa
Jackson, Tennessee 38:

Exhibit A-1
Legal Description
A parcel of land lying a being in the Sixth Wardtbé City of Jackson in Madison Co., Tn, and maxipularly described as follows:

Beginning at an iron pin at the intersection of seeth margin of North Parkway (50 feet at righglas from centerline) and the east margin of Swasefrive (25
feet at right angles from centerline); thence it south margin of North Parkway North 72 degminutes East a distance of 73.52 feet to a aitite
beginning of a curve; thence with said curve (Raditi754.25 feet) to the left a distance of 20%ebt to a point; thence North 57 degrees 18 mirddeseconds
East a distance of 108.49 feet to an Iron pin, baidg 240.17 feet southwest from the northwesteoof a tract owned by Ken Brasfield (Deed BooR,39
page 83) and being the nortwest corner of a treloniging to Jackson Housing Authority (Deed Book,G3age 568); thence with the west line of the Sack
Housing Authority tract, South 28 degrees 25 mis@® seconds East a distance of 176.98 feet tmarpin; thence South 13 degrees 09 minutes 2hdeddast
a distance of 216.30 feet to an iron pin at arrioteorner of the Jackson Housing Authority trabence with the north line of the Jackson Houginthority tract
and the north line of a tract owned by Marty Bot{Breed Book 623, page 626) South 59 degrees 18tesrb seconds West a distance of 412.19 feet it@@an
pin on the east margin of Sweetbay Drive; thendh thie east margin of Sweetbay Drive North 41 deg#6 minutes 32 seconds West a distance of 186640
a point at the beginning of a curve; thence witld sarve (Radius of 197.77) to the right a distaot&64.12 feet to a point; thence North 5 degdeminutes 17
seconds East a distance of 168.81 feet to the pbleginning, containing 4.10 acres, more or ldescribed according to a Plat of Property, datetblaer 22,
2003, prepared by David A. Hall Tennessee No. §4%jd Hall land Surveying Company, 26-G Brentsl8miare, Jackson Tennessee 38305. Being the
Morningside Property a recorded in Plat Book 7,epa85 in the Register’s Office of Madison Co., TN.




EXHIBIT A -83

Williamsburg Villas

A Morningside Community
3020 Heatherton Way
Knoxville, TN 37920

(See attached copy.)

Williamsburg Villas

A Morningside Community
3020 Heatherton Wa
Knoxville, Tennessee 379:

Exhibit A-2

Legal Description

SITUATED in the Ninth Civil District of Knox CountyTennessee, within the 25th Ward of the City obKville, Tennessee, and being all of Lots 1R-2A aRd
2B, as recorded in Plat Cabinet M, Slide [ILLEGIBLib the Register’s Office for Knox County, Tensee, and being more particularly described asvisliio

BEGINNING on an Iron pin in the eastern right ofynlane of Heatherton Way (a public road maintaibgd<nox County), said iron pin also being commomeo
with subject property on the northwest corner of 18 of Blair Hill property as recorded in Plat @zt L, Slide 191B in the Register’s Office for kn€ounty,
Tennessee, said iron pin also being located N&ttie®). 59 min. West, 347.4 feet from a mall markhwy point of intersection of the centerline of Heston Way
and the centerline of Governor John Sevier High(&tgte Route 168, a public road maintained by thee®f Tennessee); thence leaving the point oihpéty
and with the eastern right of way of Heatherton Wegrth 46 deg. [ILLEGIBLE] min. 00 sec. West, 16.f2et to an Iron pin; thence with a curve to tighatr
having a radius of 125.00 feet, and a chord of IN8& deg. 37 min. 00 sec. West, 48.77 feet to@m pin; thence North 24 deg. 22 min. 00 sec. W&t 05 feet
to an Iron pin, corner to Lot 1R-2A; thence contirguwith the right of way of Heatherton Way andiwé curve to the left having a radius of 50 feet arthord of
North 72 deg. 14 min. [ILLEGIBLE] sec. West, 732t to an Iron pin, corner to property of Williabusg Development; thence leaving the right of wha
Heatherton Way, and with the line between WilliaogpVillas, Inc. and Williamsburg Development, NoftLLEGIBLE] deg. 52 min. 00 sec. West, 300.00tfee
to an Iron pin; thence North 75 deg. 39 min. 35 &est, [ILLEGIBLE] feet to an Iron pin; thence NMoi62 deg. 10 min. 20 sec. East, 300.00 feet tocempin;
thence North 49 deg. 13 min. 26 sec. East, 262&0td an Iron pin corner to Lot 15 of Topside Viaddition, thence with said line, South 25 deg.JHGIBLE]
min. [ILLEGIBLE] sec. East, 216.10 feet to an Irpim in the north right of way of Walmar Drive (algic road maintained by Knox County); thence wli t
terminus of said right of way, South [ILLEGIBLE] de41 min. [ILLEGIBLE] sec. East, 54.77 feet tolaon pin in the southern right of way of Walmar ] saic
pin also being the northwest corner of Lot 3 of éifierementioned Topside View Addition; thence wifik line of Lot 3, South 26 deg. 05 min. 15 sectER34.27
feet to an Iron pin; thence continuing with theeliof Lot 3, South 26 deg. 05 min. 16 sec. Easg®feet to an Iron pin corner to property of Chuoélsod of
Prophecy; thence with their line, South 24 degm23. 38 sec. East, 107.87 feet to an Iron pin aoiméot 1R-1R, of Blair and Hill property; thenwsgth said line,
South [ILLEGIBLE] deg. 09 min. 15 sec. West, [ILLHE& E] feet to an Iron pin, corner to Lot 1R-1R, Blair & Hill property; thence with said line, Sdu?1
deg. 07 min. 05 sec. West, 628.38 feet to the pfiBEGINNING containing 10.810 acres, as showrsorvey by Sizemore-Lynch Surveyors, dated
September 17, 1997, Project No. 2570.




EXHIBIT A -84
Morningside of Franklin
105 Sunrise Circle
Franklin, TN 37067

(See attached copy.)




Morningside of Franklir
105 Sunrise Circli
Franklin, Tennessee 370

Exhibit A-3

Legal Description

BEING A TRACT OF LAND LYING IN FRANKLIN, WILLIAMSON COUNTY, TENNESSEE, AND BEING LOT 3 OF THE MORNIN®SZE P.U.D.
SUBDIVISION, SECTION ONE, AS OF RECORD IN PLAT BOOK.LEGIBLE], PAGE 50, IN THE OFFICE OF THE REGISTHEOF DEEDS FOR
WILLIAMSON COUNTY, TENNESSEE, AND BEING BOUNDED ONHE NORTH BY THE FUTURE DEVELOPMENT OF MORNINGSIDE.U.D.,
SUBDIVISION, AND BEING PART OF THE PROPERTY OF HAUR& SMITH CONTRACTORS, INC., AS OF RECORD IN DEED@OK [ILLEGIBLE],
PAGE 19, AND DEED BOOK [ILLEGIBLE], PAGE 15, AND REECORDED IN DEED BOOK [ILLEGIBLE], PAGE 1006, IN THOFFICE OF THE
REGISTER OF DEEDS FOR WILLIAMSON COUNTY, TENNESSEEN THE EAST BY THE WEST RIGHT-OF-WAY [ILLEGIBLE] @& [ILLEGIBLE]
SUNRISE CIRCLE, ON THE SOUTH BY LOT 2 OF THE MORN®SIDE P.U.D. SUBDIVISION, AND BEING THE PROPERTY (HAURY & SMITH
CONTRACTORS, INC. AND BY THE NORTH RIGHT-OF-WAY LIE OF THE TURNAROUND ON SUNRISE CIRCLE, AND ON THER$T BY SARA
M. PEARSON ESTATE C/O JOHN M. MORGAN, JR., AS OF ®EBRD IN DEED BOOK 66, PAGE 419, IN THE OFFICE OF EHRREGISTER OF DEEDS
FOR WILLIAMSON COUNTY, TENNESSEE, AND BEING MORE FRTICULARLY DESCRIBED AS FOLLOWS:

BEGINNING AT AN IRON ROD IN THE NORTH RIGHT-OF-WAYLINE OF THE TURNAROUND OF SUNRISE CIRCLE AT A CORNEECOMMON
WITH SAID LOT 2;

THENCE WITH SAID LOT 2 FOR THE FOLLOWING TWO CALLS;
NORTH [ILLEGIBLE] DEG 40 MIN 30 SEC WEST, 88.74 [LEGIBLE] TO AN IRON ROD;

NORTH 80 DEG 23 MIN 41 SEC WEST, [ILLEGIBLE] TO ANRON ROD IN THE WEST PROPERTY LINE OF SARA M. PEARSI, c/o JOHN M,
MORGAN, JR.;

THENCE WITH SARA M. PEARSON ESTATE c/o JOHN M. MOR!, JR., NORTH [ILLEGIBLE] DEG 36 MIN 19 SEC EASTILLEGIBLE] FEET TO AN
IRON ROD AT THE CORNER COMMON WITH SAID FUTURE DEMEOPMENT.

THENCE WITH SAID FUTURE DEVELOPMENT, SOUTH 80 DEGMIN 41 SEC EAST, 285.00 FEET TO AN IRON ROD IN EWEST RIGHT-OF-
WAY, LINE OF NORTH SUNRISE CIRCLE;

THENCE WITH THE WEST RIGHT-OF-WAY LINE OF NORTH SURISE CIRCLE FOR THE FOLLOWING TWO CALLS;

SOUTH [ILLEGIBLE] DEG 36 MIN [ILLEGIBLE] SEC WEST277.84 FEET IN A CONCRETE MONUMENT;

ALONG A CURVE TO THE RIGHT, THE CENTRAL ANGLE OF 3DEG 20 MIN 42 SEC, THE RADIUS OF WHICH IS [ILLEGIEE] FEET, THE CHORD
OF WHICH IS SOUTH 24 DEG [ILLEGIBLE] MIN [ILLEGIBLH SEC WEST, 151.28 FEET, ALONG AN ARC LENGTH OF 163 FEET TO A CONCRETE
MONUMENT IN THE NORTH RIGHT-OF-WAY LINE OF THE TURMROUND OF SUNRISE CIRCLE.

THENCE WITH THE NORTH RIGHT-OF-WAY LINE OF THE TURNROUND OF SUNRISE CIRCLE ALONG A CURVE TO THE LEFTHE CENTRAL
ANGLE OF WHICH IS 45 DEG 43 MIN 40 SEC, THE RADIUSF WHICH IS 100.00 FEET; THE CHORD OF WHICH IS NORB5 DEG 48 MIN 40 SEC
WEST, 77.71 FEET, ALONG AN ARC LENGTH OF 79.81 FEED THE POINT OF BEGINNING.

TOGETHER WITH EASEMENTS FOR PARKING AND ACCESS OVERPORTION OF LOT 2, AS SET FORTH IN BOOK 1445, PE@45.




EXHIBIT A -85
Morningside of Hopkinsville
4190 Lafayette Road
Hopkinsville, KY 42240

(See attached copy.)




Morningside of Hopkinsville
4190 Lafayette Roa
Hopkinsville, Kentucky 4224

Exhibit A-4

Legal Description

BEING- a tract of land located in Hopkinsville, @tran County, Kentucky and being the same propestgonveyed to Morningside of Hopkinsville, Lingite
Partnership in Deed Book 539, page 311 as recondihe@ Office of the County Clerk of Christian CaynKentucky and. being more particularly descrilasd
follows:

Beginning at an iron pin (found) at the intersectid the northeast right of way of the Hopkinsviig-Pass and the southeast right of way of Kentudighway
107, said iron pin being 110 feet northeast ofcteterline of said By-Pass; thence continuing wiétfd right of way of Kentucky Highway 107, North d8grees
56 minutes 26 seconds East for a distance of 178¢etGo a point in said right of way of KentuckygHway 107; thence continuing with said right ofywet
Kentucky Highway 107, North 19 degrees 43 minutese&conds East for distance of 156.86 feet to di&"steel pin with surveyor’'s cap #3171 (found¥aid
right of way of Kentucky Highway 107; thence comwiimy with said right of way of Kentucky Highway 1,0¥orth 11 degrees 06 minutes 37 seconds East for a
distance of 46.30 feet to a %2” dia. steel pin witlhveyors cap #3171 (found) in said right of way of Kenty¢kghway 107, said pin being the Southwest coof
the James S. Rucker property as described in Deell B03, page 404; thence leaving said right of wfagentucky Highway 107, South 75 degrees 39 neis®
seconds East for a distance of 166.96 feet to di&z'steel pin (found); thence South 72 degreawib8tes 16 seconds East for a distance of 291 &t@dea ¥2"
dia. steel pin with surveyor’s cap #3171 (fountgrice South 12 degrees 14 minutes 31 seconds Westlistance of 60.17 feet to a %2” dia. steelvgih
surveyor’s cap #3171 (found); thence South 76 degt® minutes 30 seconds East for a distance 04 3éet to a %%” dia. x 24" Ing. steel with survegarap
#3437 set, said pin being the Northwest cornehefonald Sholar property (Deed Book 553, page;388hce with the West line of said Donald Shafuth 1(
degrees 33 minutes 30 seconds West for a distdrg25@0 feet to a %2 dia. x 24” Ing. steel pinhwiurveyor’s cap #3437 set, said pin being thehseest corner
of said Donald Sholar property, said pin also bémthe north right of way of Old Foston Chapel Rpthence leaving said west line of Sholar and wittd North
right of way, of Old Foston Chapel Road, North @&fies 36 minutes 26 seconds West for a distarz&3080 feet to a %" dia. steel pin with surveyaap
#3171 (found) at the intersection of said Nortthtigf way Of Old Foston Chapel Road and said Nasheght of way of the Hopkinsville By-Pass, themdorth
50 degrees 34 minutes 52 seconds West for a dest#rit8.83 feet to a ¥2” dia. steel pin with survéyecap #3171 (found) in said Northeast right ofjweé the
Hopkinsville By-Pass, thence continuing with saigrtdeast right of way of the Hopkinsville By-Paligrth 25 degrees 53 minutes 20 seconds West fistande
of 53.85 feet to a point in said Northeast rightvafy of the Hopkinsville By-Pass; thence continuivith said Northeast right of way the HopkinsviBg-Pass
North 49 degrees 05 minutes 50 seconds West ftande of 237.37 feet to the point of beginningoading to a survey by Dennis W. Looper KY RLS #3843
Purchase Area Surveying on 10-22-04.

Said property is subject to a detention basin easeas recorded in Deed Book 539, page 311, safice.dbaid property is subject to all other conveyes, right
of ways, easements, and restrictions of record.

Said property contains 5.882 acres or 256,220.44re(feet.

BEING the same property conveyed to Morningsidelopkinsville, Limited Partnership, from James Scker, et ux., by deed dated July 8, 1997, and dsxbin
Deed. Book 539 at page 311, Christian County, KekytuCourt Clerk’s Office, as more particularly dabed as follows:

Real property located in Christian County, Kentuckyd being the same property a plat of whichdsneed in Plat Cabinet 4, File 561, of the
Christian County Clerk’s Office, to which plat reféace is hereby made, and more particularly desdrés follows:




Beginning at an iron pin (found) at the intersectdd the Northeast right of way of the HopkinsviBg-Pass and the Southeast right of way of
Kentucky Highway 107, said iron pin being 110 fReirtheast of the centerline of said by-pass; theocginuing with said right of way of
Kentucky Highway 107, North 10 degrees 54 minu@sdéronds East for a distance of 176.01 feet tooarpin (found) in said right of way of
Kentucky Highway 107, thence continuing with saght of way of Kentucky Highway 107, North 19 degge42 minutes 10 seconds East for
distance of 156.95 feet to an iron pin (found)ardsight of way of Kentucky Highway 107; thencentiauing with said right of way of Kentuc}
Highway 107, North 11 degrees 02 minutes 33 secBadsfor a distance of 46.22 feet to an iron pat)(in said right of way of Kentucky
Highway 107; thence leaving said right of way ofniecky Highway 107 and on a new line, South 75 deg®1 minutes 19 seconds East for a
distance of 167.07 feet to an Iron pin (set) ; teeon another new line, South 72 degrees 19 middtesgconds East for a distance of 291.50 feet
to an iron pin (set); thence on another new lirmtB 12 degrees 12 minutes 41 seconds West fatandie of 60.12 feet to an iron pin (set);
thence on another new line, south 76 degrees 08tesr36 seconds East for a distance of 36.04dest tron pin (found), said iron pin being the
northwest corner of the John S. Howard propertye(DBook 494, Page 482); thence leaving said nesvdird with the West line of said John
Howard, South 10 degrees 31 minutes 40 secondsféfesdistance of 525.00 feet to an iron pin (fdJrsaid iron pin being the Southwest
corner of said John Howard property, said ironglgo being in the North right of way of Old Fos®@hapel Road; thence leaving said West line
of Howard and with said North right of way of Old$ton Chapel Road, North 64 degrees 34 minutee@insls West for a distance of 218.30
feet to an iron pin (found) at the intersectiorsaid North right of way of Old Foston Chapel Road aaid Northeast right of way of the
Hopkinsville By-Pass; thence leaving said Northtigf way of Old Foston Chapel Road and with thetheast right of way of the Hopkinsville
By-Pass, North 50 degrees 44 minutes 35 secondsf@/esdistance of 78.67 feet to an iron pin (fdum said Northeast right of way of the
Hopkinsville By-Pass; thence continuing with saidrtheast right of way of the Hopkinsville By-Pallarth 25 degrees 54 minutes 57 seconds
West for a distance of 53.85 feet to an iron pauffd) in said Northeast right of way of the Hopkitie By-Pass; thence continuing with said
Northeast right of way of the Hopkinsville By-Pa$srth 49 degrees 05 minutes 57 seconds West fistande of 237.40 feet to the point of
beginning and according to a survey dated Decehibet993 and revised January 30, 1997 and March3%7 and May 2, 1997 by Joseph C.
Deering, Kentucky Registered Land Surveyor Liceddaeber 3171 of Patrick Engineering, Inc.

Said property contains 5.879 acres more or 1e256y103.94 square feet more or less.




QuickLinks-- Click here to rapidly navigate through this domnt

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

Year Ended December 31

2013 2012 2011 2010 2009
Earnings:
Pre-tax income from continuing operations
before equity in earnings of an inves $ 183,73. $ 131,820 $ 147,30t $ 116,37 $ 109,61¢
Fixed charge 117,81¢ 117,24( 98,26: 80,011 56,40«
Adjusted earning $ 301,55( $ 249,06: $ 245,56¢ $ 196,39( $ 166,02(
Fixed charges
Interest expens $ 117,81¢ $ 117,24 $ 98,26: $ 80,017 $ 56,40«
Ratio of earnings to fixed charg 2.6x 2.1x 2.5 2.5x 2.9x

Exhibit 12.1
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Senior Housing Properties Trust Computation of &atif Earnings to Fixed Charges (dollars in thodsan
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Exhibit 21.1

SENIOR HOUSING PROPERTIES TRUST
SUBSIDIARIES OF THE REGISTRANT

State of Formation,
Organization

Name or Incorporation
CCC Alpha Investments Tru Maryland
CCC Delaware Trus Maryland
CCC Financing | Trus Maryland
CCC Financing Limited, L.P Delaware
CCC Investments |, L.L.C Delaware
CCC Leisure Park Corporatic Delaware
CCC of Kentucky Trus Maryland
CCC Ohio Healthcare Tru Maryland
CCC Pueblo Norte Tru: Maryland
CCC Retirement Communities II, L. Delaware
CCC Retirement Partners Trt Maryland
CCC Retirement Trus Maryland
CCC Senior Living Corporatio Delaware
CCCP Senior Living LLC Delaware
CCDE Senior Living LLC Delaware
CCFL Senior Living LLC Delaware
CCORP Senior Living LLC Delaware
CCSL Senior Living LLC Delaware
Crestline Ventures LL( Delaware
CSL Group, Inc. Indiana
Ellicott City Land I, LLC Delaware
HRES1 Properties Tru Maryland
HRES2 Properties Tru Maryland
Legacy Portfolio Holding Trus Maryland
Leisure Park Venture Limited Partners| Delaware
Lexington Office Realty Trust (Nominee Tru Massachuseti
LTJ Senior Communities LL¢ Delaware
MSD—Beaufort, LLC Maryland
MSD—Bowling Green, LLC Maryland
MSD—Camden, LLC Maryland
MSD—Cleveland, LLC Maryland
MSD—Conyers, LLC Maryland
MSD—Cookeville, LLC Maryland
MSD—Cullman, LLC Maryland
MSD—Franklin, LLC Maryland
MSD—Gainesville, LLC Maryland
MSD—Hartsville, LLC Maryland
MSD—Hopkinsville, LLC Maryland
MSD—Jackson, LLC Maryland
MSD—Knoxville, LLC Maryland
MSD—Lexington, LLC Maryland
MSD—Macon, LLC Maryland
MSD—Madison, LLC Maryland
MSD—Orangeburg, LLC Maryland
MSD—Paducah, LLC Maryland
MSD—Seneca, LLC Maryland
MSD—Sheffield, LLC Maryland

State of Formation,
Organization

Name or Incorporation
MSD Pool 1 LLC Maryland
MSD Pool 2 LLC Maryland
O.F.C. Corporatiol Indiana
Panther GenPar Tru Maryland
Panther Holdings Level I, L.F Delaware
RSA Healthcare, Inc Tennesse
Savannah Square, In Georgia
SHOPCCGCSD, LLC Delaware
SNH 30 Newcrossing Inc Maryland
SNH ALT Leased Properties Trt Maryland
SNH ALT Mortgaged Properties Tru Maryland
SNH Ashton Gables LL( Maryland
SNH Blaine Inc. Maryland

SNH BRFL Properties LL( Delaware



SNH BRFL Tenant LLC

SNH CALI Tenant LLC

SNH Capital Trust Holding

SNH Capital Trust

SNH Capital Trust |

SNH Capital Trust Il|

SNH CCMD Properties LL(

SNH CCMD Properties Borrower LL
SNH CCMD Tenant LLC

SNH CHS Properties Tru

SNH Clear Creek Properties Trt
SNH FM Financing LLC

SNH FM Financing Trus

SNH IL Joplin Inc.

SNH IL Properties Trus

SNH Independence Park LL

SNH Kent Properties LL(

SNH Knight Properties Tru:

SNH Lakeview Estates LL!

SNH LTF Properties LL(

SNH Medical Office Properties LL
SNH Medical Office Properties Tru

SNH Medical Office Realty Trust (Nominee Tru

SNH Northeast Medical Arts Center LL
SNH NS Mtg Properties 2 Tru

SNH NS Mtg Properties 3 Tru

SNH NS Mtg Properties 4 Tru

SNH NS Properties Tru

SNH PLFL Properties LL(

SNH PLFL Tenant LLC

SNH Redmond Properties LL

SNH RMI Fox Ridge Manor Properties LL
SNH RMI Jefferson Manor Properties LL
SNH RMI McKay Manor Properties LL:
SNH RMI Northwood Manor Properties LL
SNH RMI Oak Woods Manor Properties LI
SNH RMI Park Square Manor Properties L
SNH RMI Properties Holding Company LL

Delaware
Delaware
Maryland
Maryland
Maryland
Maryland
Delaware
Delaware
Delaware
Maryland
Maryland
Delaware
Maryland
Maryland
Maryland
Delaware
Maryland
Maryland
Maryland
Maryland
Delaware
Maryland
Massachuseti
Delaware
Maryland
Maryland
Maryland
Maryland
Delaware
Delaware
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland

Name

SNH RMI Smith Farms Manor Properties LI
SNH RMI Sycamore Manor Properties LI
SNH SE Ashley River LL(C

SNH SE Ashley River Tenant LL

SNH SE Barrington Boynton LL!

SNH SE Barrington Boynton Tenant LL
SNH SE Burlington LLC

SNH SE Burlington Tenant LLt

SNH SE Daniel Island LL(

SNH SE Daniel Island Tenant LL

SNH SE Habersham Savannah L
SNH SE Habersham Savannah Tenant |
SNH SE Holly Hill LLC

SNH SE Holly Hill Tenant LLC

SNH SE Kings Mtn LLC

SNH SE Kings Mtn Tenant LL(

SNH SE Mooresville LLC

SNH SE Mooresville Tenant LL

SNH SE N. Myrtle Beach LL(

SNH SE N. Myrtle Beach Tenant LL
SNH SE Properties LL¢

SNH SE Properties Tru

SNH SE SG LLC

SNH SE SG Tenant LL¢

SNH SE Tenant 2 TRS, In¢

SNH SE Tenant TRS, Inc

SNH Somerford Properties Trt

SNH Teaneck Properties LL

SNH Teaneck Tenant LL

SNH Tellico Village Property LLC

SNH TRS, Inc.

SNH Ward Ave. Properties | Inc

SNH Ward Ave. Properties Il Inc

SNH Well Properties G-MD LLC

SNH Well Properties Trut

State of Formation,
Organization

or Incorporation

Maryland
Maryland
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Maryland
Delaware
Delaware
Maryland
Maryland
Maryland
Delaware
Delaware
Maryland
Delaware
Maryland
Maryland
Delaware
Maryland



SNH Yonkers Properties Tru Maryland

SNH Yonkers Tenant Inc Maryland
SNH/CSL Properties Tru: Maryland
SNH/LTA Properties GA LLC Maryland
SNH/LTA Properties Trus Maryland
SNH/LTA SE Home Place New Bern LL Delaware
SNH/LTA SE McCarthy New Bern LL( Delaware
SNH/LTA SE Wilson LLC Delaware
Somerford Corp. Delaware
SPTGEN Properties Tru Maryland
SPTIHS Properties Tru Maryland
SP1-Michigan Trust Maryland
SPTMISC Properties Tru Maryland
SPTMNR Properties Tru: Maryland
SPTMRT Properties Tru: Maryland
SPTSUN Properties Tru Maryland

SPTSUN Il Properties Tru: Maryland
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SENIOR HOUSING PROPERTIES TRUST SUBSIDIARIES OF TREGISTRANT
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Exhibit 23.1
Consent of Independent Registered Public Accountingirm

We consent to the incorporation by refeeeincthe Registration Statement (Form S-3 No. B83468) of Senior Housing Properties Trust andRegistratior
Statement (Form S-8 No. 333-191081) pertainindnéo2012 Equity Compensation Plan of Senior HouBirgperties Trust; of our reports dated March 34201
with respect to the consolidated financial statetmhand schedule of Senior Housing Properties Tmdtthe effectiveness of internal control overficial
reporting of Senior Housing Properties Trust ineldidh this Annual Report (Form 1)} of Senior Housing Properties Trust for the yeaded December 31, 20:

/sl Ernst & Young LLP

Boston, Massachusetts
March 3, 2014
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Exhibit 31.1
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-14 (a) AND 15d-14(a)
I, Barry M. Portnoy, certify that:
1. | have reviewed this Annual Report on Form 10-KSehior Housing Properties Trust;
2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or ométéde a material fact necessary to make the stmtism

made, in light of the circumstances under whicthsstatements were made, not misleading with redpehe period covered by this report;

3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all material respects theafigial
condition, results of operations and cash flowthefregistrant as of, and for, the periods preseint¢his report;

4. The registrant's other certifying officer(sdrare responsible for establishing and maintagjmisclosure controls and procedures (as definékahange
Act Rules 13a-15(e) and 15d-15(e)) and internatrobover financial reporting (as defined in ExchgarAct Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a)

b)

d)

Designed such disclosure controls and proceduresused such disclosure controls and procedutes é@signed under our supervision, to ensure
that material information relating to the registrancluding its consolidated subsidiaries, is midewn to us by others within those entities,
particularly during the period in which this repateing prepared;

Designed such internal control over financ&darting, or caused such internal control overrfaial reporting to be designed under our supemisio
to provide reasonable assurance regarding théviléljeof financial reporting and the preparatiohfimancial statements for external purposes in
accordance with generally accepted accounting ipfes;

Evaluated the effectiveness of the registrantaasire controls and procedures and presentedsimetport our conclusions about the effectiveness
of the disclosure controls and procedures, aseétid of the period covered by this report basesuch evaluation; and

Disclosed in this report any change in thesegnt's internal control over financial reportihgt occurred during the registrant's most redsoaf
quarter (the registrant's fourth fiscal quartethia case of an annual report) that has materiéfyted, or is reasonably likely to materially affethe
registrant's internal control over financial rejrogt and

5. The registrant's other certifying officer(s) andalve disclosed, based on our most recent evaluationernal control over financial reporting, twet
registrant's auditors and the audit committee efrégistrant's board of directors (or persons periftg the equivalent functions):

a)

b)

All significant deficiencies and material weaknessethe design or operation of internal contraéiofmancial reporting which are reasonably likely
to adversely affect the registrant's ability tom&k process, summarize and report financial infdiom; and

Any fraud, whether or not material, that invedunanagement or other employees who have a si@mifiole in the registrant's internal control over
financial reporting.

Date: March 3, 2014 /sl BARRY M. PORTNOY

Barry M. Portnoy
Managing Truste:
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Exhibit 31.2
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-14 (a) AND 15d-14(a)
I, Adam D. Portnoy, certify that:
1. | have reviewed this Annual Report on Form 10-KSehior Housing Properties Trust;
2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or ométéde a material fact necessary to make the stmtism

made, in light of the circumstances under whicthsstatements were made, not misleading with redpehe period covered by this report;

3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all material respects theafigial
condition, results of operations and cash flowthefregistrant as of, and for, the periods preseint¢his report;

4. The registrant's other certifying officer(sdrare responsible for establishing and maintagjmisclosure controls and procedures (as definékahange
Act Rules 13a-15(e) and 15d-15(e)) and internatrobover financial reporting (as defined in ExchgarAct Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a)

b)

d)

Designed such disclosure controls and proceduresused such disclosure controls and procedutes é@signed under our supervision, to ensure
that material information relating to the registrancluding its consolidated subsidiaries, is midewn to us by others within those entities,
particularly during the period in which this repateing prepared;

Designed such internal control over financ&darting, or caused such internal control overrfaial reporting to be designed under our supemisio
to provide reasonable assurance regarding théviléljeof financial reporting and the preparatiohfimancial statements for external purposes in
accordance with generally accepted accounting ipfes;

Evaluated the effectiveness of the registrantaasire controls and procedures and presentedsimetport our conclusions about the effectiveness
of the disclosure controls and procedures, aseétid of the period covered by this report basesuch evaluation; and

Disclosed in this report any change in thesegnt's internal control over financial reportihgt occurred during the registrant's most redsoaf
quarter (the registrant's fourth fiscal quartethia case of an annual report) that has materiéfyted, or is reasonably likely to materially affethe
registrant's internal control over financial rejrogt and

5. The registrant's other certifying officer(s) andalve disclosed, based on our most recent evaluationernal control over financial reporting, twet
registrant's auditors and the audit committee efrégistrant's board of directors (or persons periftg the equivalent functions):

a)

b)

All significant deficiencies and material weaknessethe design or operation of internal contraéiofmancial reporting which are reasonably likely
to adversely affect the registrant's ability tom&k process, summarize and report financial infdiom; and

Any fraud, whether or not material, that invedunanagement or other employees who have a si@mifiole in the registrant's internal control over
financial reporting.

Date: March 3, 2014 /sl ADAM D. PORTNOY

Adam D. Portnoy
Managing Truste:
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Exhibit 31.3
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-14 (a) AND 15d-14(a)
I, David J. Hegarty, certify that:
1. | have reviewed this Annual Report on Form 10-KSehior Housing Properties Trust;
2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or ométéde a material fact necessary to make the stmtism

made, in light of the circumstances under whicthsstatements were made, not misleading with redpehe period covered by this report;

3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all material respects theafigial
condition, results of operations and cash flowthefregistrant as of, and for, the periods preseint¢his report;

4. The registrant's other certifying officer(sdrare responsible for establishing and maintagjmisclosure controls and procedures (as definékahange
Act Rules 13a-15(e) and 15d-15(e)) and internatrobover financial reporting (as defined in ExchgarAct Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a)

b)

d)

Designed such disclosure controls and proceduresused such disclosure controls and procedutes é@signed under our supervision, to ensure
that material information relating to the registrancluding its consolidated subsidiaries, is midewn to us by others within those entities,
particularly during the period in which this repateing prepared;

Designed such internal control over financ&darting, or caused such internal control overrfaial reporting to be designed under our supemisio
to provide reasonable assurance regarding théviléljeof financial reporting and the preparatiohfimancial statements for external purposes in
accordance with generally accepted accounting ipfes;

Evaluated the effectiveness of the registrantaasire controls and procedures and presentedsimetport our conclusions about the effectiveness
of the disclosure controls and procedures, aseétid of the period covered by this report basesuch evaluation; and

Disclosed in this report any change in thesegnt's internal control over financial reportihgt occurred during the registrant's most redsoaf
quarter (the registrant's fourth fiscal quartethia case of an annual report) that has materiéfyted, or is reasonably likely to materially affethe
registrant's internal control over financial rejrogt and

5. The registrant's other certifying officer(s) andalve disclosed, based on our most recent evaluationernal control over financial reporting, twet
registrant's auditors and the audit committee efrégistrant's board of directors (or persons periftg the equivalent functions):

a)

b)

All significant deficiencies and material weaknessethe design or operation of internal contraéiofmancial reporting which are reasonably likely
to adversely affect the registrant's ability tom&k process, summarize and report financial infdiom; and

Any fraud, whether or not material, that invedunanagement or other employees who have a si@mifiole in the registrant's internal control over
financial reporting.

Date: March 3, 2014 /s/ DAVID J. HEGARTY

David J. Hegarty
President and Chief Operating Offic
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Exhibit 31.4
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-14 (a) AND 15d-14(a)
I, Richard A. Doyle, certify that:
1. | have reviewed this Annual Report on Form 10-KSehior Housing Properties Trust;
2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or ométéde a material fact necessary to make the stmtism

made, in light of the circumstances under whicthsstatements were made, not misleading with redpehe period covered by this report;

3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all material respects theafigial
condition, results of operations and cash flowthefregistrant as of, and for, the periods preseint¢his report;

4. The registrant's other certifying officer(sdrare responsible for establishing and maintagjmisclosure controls and procedures (as definékahange
Act Rules 13a-15(e) and 15d-15(e)) and internatrobover financial reporting (as defined in ExchgarAct Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a)

b)

d)

Designed such disclosure controls and proceduresused such disclosure controls and procedutes é@signed under our supervision, to ensure
that material information relating to the registrancluding its consolidated subsidiaries, is midewn to us by others within those entities,
particularly during the period in which this repateing prepared;

Designed such internal control over financ&darting, or caused such internal control overrfaial reporting to be designed under our supemisio
to provide reasonable assurance regarding théviléljeof financial reporting and the preparatiohfimancial statements for external purposes in
accordance with generally accepted accounting ipfes;

Evaluated the effectiveness of the registrantaasire controls and procedures and presentedsimetport our conclusions about the effectiveness
of the disclosure controls and procedures, aseétid of the period covered by this report basesuch evaluation; and

Disclosed in this report any change in thesegnt's internal control over financial reportihgt occurred during the registrant's most redsoaf
quarter (the registrant's fourth fiscal quartethia case of an annual report) that has materiéfyted, or is reasonably likely to materially affethe
registrant's internal control over financial rejrogt and

5. The registrant's other certifying officer(s) andalve disclosed, based on our most recent evaluationernal control over financial reporting, twet
registrant's auditors and the audit committee efrégistrant's board of directors (or persons periftg the equivalent functions):

a)

b)

All significant deficiencies and material weaknessethe design or operation of internal contraéiofmancial reporting which are reasonably likely
to adversely affect the registrant's ability tom&k process, summarize and report financial infdiom; and

Any fraud, whether or not material, that invedunanagement or other employees who have a si@mifiole in the registrant's internal control over
financial reporting.

Date: March 3, 2014 /s/ RICHARD A. DOYLE

Richard A. Doyle
Treasurer and Chief Financial Offic
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Exhibit 32.1
CERTIFICATION PURSUANT TO 18 U.S.C. SEC. 1350

In connection with the filing by Senior Hing Properties Trust (the "Company") of the AnriRaport on Form 16 for the period ended December 31, 2
(the "Report"), each of the undersigned herebyifist to the best of his knowledge:

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

2. The information contained in the Report fairly gets, in all material respects, the financial ctadiand results of operations of the Company.
/sl BARRY M. PORTNOY /s/ DAVID J. HEGARTY
Barry M. Portnoy David J. Hegarty
Managing Truste: President and Chief Operating Offic
/sl ADAM D. PORTNOY /s/ RICHARD A. DOYLE
Adam D. Portnoy Richard A. Doyle
Managing Truste: Treasurer and Chief Financial Offict

Date: March 3, 201
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