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PART I. Einancial Information

Item 1. Financial Statements.

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

ASSETS
Real estate propertie
Land
Buildings and improvemen

Less accumulated depreciati

Cash and cash equivalel

Restricted cas

Deferred financing fees, n

Acquired real estate leases and other intangilsietssne
Other asset

Total asset

LIABILITIES AND SHAREHOLDERS' EQUITY
Unsecured revolving credit facili

Unsecured term loe

Senior unsecured notes, net of discc

Secured debt and capital lea

Accrued interes

Assumed real estate lease obligations

Other liabilities

Total liabilities

Commitments and contingenci

Shareholder equity:

(unaudited)

Common shares of beneficial interest, $.01 pare:&2@0,000,000 shares authoriz2@d3,872,82
and 188,167,643 shares issued and outstandingrSieer 30, 2014 and December 31, 2013,

respectively
Additional paid in capita
Cumulative net incom
Cumulative other comprehensive inco
Cumulative distribution
Total shareholde’ equity
Total liabilities and sharehold¢ equity

September 30 December 31
2014 2013
$ 680,994 $ 623,756
5,503,074  4,639,86¢
6,184,06€ 5,263,62¢
(946,566 (840,760
5,237,502z  4,422,86¢
80,750 39,233
10,986 12,514
32,021 27,975
482,564 103,494
145,299 158,585
$ 5,989,122 $ 4,764,66¢€
$ — $ 100,000
350,000 —
1,743,272 1,093,337
669,011 699,427
32,555 15,839
125,493 12,528
84,576 66,546
3,004,907 1,987,677
2,039 1,882
3,824,237  3,497,58¢
1,308,33:  1,194,98t
1,736 8,412
(2,152,13C  (1,925,87¢
2,984,215 2,776,98¢
$ 5,989,122 $ 4,764,66¢€

See accompanying notes.
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SENIOR HOUSING PROPERTIES TRUST

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

(unaudited)
Three Months Ended Nine Months Ended
September 30 September 30
2014 2013 2014 2013
Revenues
Rental income $137,614 $112,31¢ $377,33¢ $ 336,468
Residents fees and servic 79,259 74,946  237,74C 224,634
Total revenue 216,873 187,265 615,079 561,102
Expenses
Property operating expens 82,706 74,729 240,297 222,893
Depreciatior 50,074 38,473 135,132 114,472
General and administrati\ 10,384 7,798 28,250 24,615
Acquisition related cost 15 396 2,649 2,590
Impairment of asse’ — — — 5,675
Total expense 143,17¢ 121,396 406,328 370,24t
Operating incomi 73,694 65,869 208,751 190,857
Interest and other incon 78 42 336 612
Interest expens (36,201 (29,405 (99,213 (88,536
Loss on early extinguishment of de — (692° — (797
Income from continuing operations before incomee®gense and equity in
earnings of an investe 37,571 35,814 109,874 102,13€
Income tax expens (156, (125 (502 (405
Equity in earnings of an invest 38 64 59 219
Income from continuing operatiol 37,453 35,753 109,431 101,95C
Discontinued operation:
(Loss) income from discontinued operatic (557, 1,231 1,484 3,762
Impairment of assets from discontinued operat 216 — (117 (27,896
Income before gain on sale of propen 37,112 36,984 110,798 77,816
Gain on sale of propertit — 1,141 2,552 1,141
Net income $ 37,112 $ 38,125 $113,35C $ 78,957
Other comprehensive incorr
Change in net unrealized (loss) / gain on invests (5,404 (2,166 (6,684 2,195
Share of comprehensive (loss) income of an inve (33) 13 17 (68)
Comprehensive incon $ 31,675 $ 35,972 $106,683 $ 81,084
Weighted average shares outstanc 203,792 188,102 197,317 186,942
Income from continuing operations per sh 0.18 0.19 0.56 0.55
Income (loss) from discontinued operations peres — 0.01 0.01 (0.13
Basic and diluted net income per sh $ 018 $ 020 § 057 $§ 042

See accompanying notes.
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SENIOR HOUSING PROPERTIES TRUST

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(amounts in thousands)

(unaudited)
Nine Months Ended
September 30,
2014 2013
Cash flows from operating activitie
Net income $ 113,35C $ 78,957
Adjustments to reconcile net income to cash praviole operating activities
Depreciatior 135,132 115,274
Amortization of deferred financing fees and delstdints 4,709 4,559
Straight line rental incom (6,814 (5,256
Amortization of acquired real estate leases andrattiangible asse (1,110 2,793
Loss on early extinguishment of de — 797
Impairment of asse’ 117 33,571
Gain on sale of propertie (2,552 (1,141
Equity in earnings of an invest (59) (219
Change in assets and liabiliti¢
Restricted cas 1,528 (614,
Other asset 331 569
Accrued interes 16,716 6,006
Other liabilities 20,175 12,884
Cash provided by operating activiti 281,523  248,18C
Cash flows from investing activitie
Real estate acquisitions and depc (1,146,84C (148,775
Real estate improvemer (53,197 (36,820
Investment in Affiliates Insurance Compa (825 —
Proceeds from sale of propert 18,575 2,550
Cash used for investing activiti (1,182,287 (183,045
Cash flows from financing activitie
Proceeds from issuance of common shares 322,962 261,813
Proceeds from issuance of unsecured senior naesf discoun 648,914 —
Proceeds from unsecured term I« 350,00C —
Proceeds from borrowings on revolving credit fagi 90,000 160,00C
Repayments of borrowings on revolving credit fagi (190,000 (225,000
Repayment of other de (45,304 (33,261
Payment of deferred financing fe (8,039 (3,252
Distributions to shareholde (226,252 (215,559
Cash provided by (used for) financing activit 942,281 (55,259
Increase (decrease) in cash and cash equiv: 41,517 9,876
Cash and cash equivalents at beginning of pe 39,233 42,382
Cash and cash equivalents at end of pe $ 80,750 $ 52,258
Supplemental cash flow informatic
Interest paic $ 77,788 $ 79,552
Income taxes pai 152 536
Nonr-cash investing activitie:
Acquisitions funded by assumed d (15,630 (12,266
Non-cash financing activities
Assumption of mortgage notes paya 15,630 12,266
Issuance of common shai 3,997 2,538

See accompanying notes.
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per shareataa otherwise state
Note 1. Basis of Presentation

The accompanying condensed consolidated finantitdraents of Senior Housing Properties Trust andubsidiaries, or we, us,
or our, are unaudited. Certain information analdsures required by U.S. generally accepted adowuprinciples, or GAAP, for
complete financial statements have been condenseaitted. We believe the disclosures made arguate to make the
information presented not misleading. However,abeompanying condensed consolidated financiarsints should be read in
conjunction with the consolidated financial statetseand notes contained in our Annual Report omF0-K for the year ended
December 31, 2013, or our Annual Report. In thieiop of our management, all adjustments, whictuide only normal
recurring adjustments, considered necessary fair pfesentation have been included. All intercamptransactions and balances
with or among our consolidated subsidiaries hawntaiminated. Operating results for interim pdsi@are not necessarily
indicative of the results that may be expectedterfull year. Reclassifications have been madaeqrior year's financial
statements to conform to the current year’s presiemt These reclassifications were made to comftwe prior periods’ rental
income, property operating expenses, discontinpedations, general and administrative expensesesit and other income and
impairment of assets to the current classificatibhese reclassifications had no effect on netrireor shareholders’ equity.

The preparation of financial statements in confoymiith GAAP requires us to make estimates andrapsions that affect
reported amounts. Actual results could differ frifrose estimates. Significant estimates in the enseld consolidated financial
statements include purchase price allocationsuubeés of fixed assets and impairment of reahtesstaind intangible assets.

Note 2. Recent Accounting Pronouncements

In April 2014, the Financial Accounting StandardsalBd, or FASB, issued Accounting Standards Updat&,SU, No. 2014-08,
Reporting Discontinued Operations and Disclosufd3igposals of Components of an Entity. This updanends the criteria for
reporting discontinued operations to, among othiaigs, raise the threshold for disposals to quasfydiscontinued operations.
This update is effective for interim and annualomipg periods, beginning after December 15, 20dith early adoption
permitted. We currently expect that, when adopted,update will reduce the number of any futum@perty dispositions to be
presented as discontinued operations in our cafegelil financial statements.

In May 2014, the FASB issued ASU No. 2014-09, Rexeefiom Contracts with Customers, which provideislgmice for revenue
recognition. This update is effective for interimdaannual reporting periods beginning after Deceribe2016. We are currently
in the process of evaluating the impact, if ang, adoption of this ASU will have on our consolighfmancial statements.

In August 2014, the FASB issued ASU 2014-15, Priediem of Financial Statements — Going Concerncbsure of

Uncertainties about an Entity’s Ability to Continae a Going Concern. The update requires an ¢atiéyaluate whether there are
conditions or events that raise substantial dobbtiathe entity’s ability to continue as a goingicern within one year after the
date that the financial statements are issued ifbinnone year after the financial statements aeglable to be issued when
applicable) and to provide related footnote disates in certain circumstances. The update is @ffeor the annual period

ending after December 15, 2016, and for annuairiedm periods thereafter with early adoption pitted. The implementation
of this update is not expected to cause any sigmifichanges to our condensed consolidated firlastatements.

Note 3. Real Estate Properties

At September 30, 2014, we owned 371 properties kB@8ings) located in 38 states and Washingto. BVe have accounted, or
expect to account for, the following acquisitiossbaisiness combinations unless otherwise noted.
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per shareataa otherwise state

MOB Acquisitions:

In April 2014, we acquired one property (one builg)ileased to medical providers, medical relatesirmsses, clinics and biotech
laboratory tenants, or an MOB, for approximatel2 $538 , including the assumption of approximatell$ $30 of mortgage debt,
and excluding closing costs. This MOB is located@xas and includes 125,240 square feet of leasphlee. We funded this
acquisition using cash on hand and borrowings uaderevolving credit facility. In May 2014, we adced one MOB (two
buildings) for approximately $1,125,420 , excludeigsing costs. This MOB is located in Massachssatd includes
approximately 1,651,037 gross building square fé&t.funded this acquisition using the proceedjoitg and debt offerings and
borrowings under our revolving credit facility.

MOB Acquisitions since January 1, 2014:

Cash Paid Acquired
Number plus Acquired Real Estate Premium
of Square Assumed Buildings and Real Estate Lease Assumed  on Assumed
Date Location Properties  Feet (00(s) Debt Land Improvements Leases Obligations Debt Debt
Apr-14 San Antonio, TX 1 125 $ 32932 $ 3141 $ 26,421 $ 4393 $ 10 $ 15630 $ 1,013
May-14 Boston, MA 1 1,651 1,124,031 52,643 944,362 245,511 118,485 — —
2 1,776 $1,156,96: $ 55,784 $ 970,783 $ 249,904 $ 118,495 $ 15,630 $ 1,013

(1) These amounts include the cash we paid plus delatssumed, if any, as well as other settlemensad@nts with respect to
the acquisitions but exclude closing costs. Thexation of the purchase price of our acquisitishewn above is based upon
preliminary estimates of the fair value of assetpuired and liabilities assumed. Consequently,art®preliminarily
allocated to assets acquired and liabilities asslumey change from those used in these condensadlatated financial
statements

In July 2014, we entered into an agreement to aeduie senior living community for approximately,0 , excluding closing
costs. The senior living community is locatedaegklson, Wisconsin and includes 52 assisted livimitsu In September 2014, we
entered into an agreement to acquire one seniaglitcommunity for approximately $40,430 , excludiigsing costs. The senior
living community is located in Madison, Wisconsimdaincludes 176 independent and assisted livitig.ulf these acquisitions
are completed, we expect that a subsidiary of Biee Quality Care, Inc. will manage these commaesifor our account pursuant
to long term management agreements. In this QUaReport on Form 10-Q, we refer to Five Star Qualiare, Inc. and its
applicable subsidiaries as Five Star.

In August 2014, we entered into an agreement taieethe entities owning 23 MOBs for approximat$§39,000 , including the
assumption of approximately $30,000 of mortgage.detee MOBs contain approximately 2,200,000 sqdee¢ and are located in
12 states. The closing of this acquisition is scibje various conditions; accordingly, we may notghase some or all of these
properties, these purchases may be delayed oertins of these purchases may change. See Note fiftfoer information about
this acquisition.

Impairment:

We periodically evaluate our properties for impamnts. Impairment indicators may include decliniegant occupancy, weak or
declining tenant profitability, cash flow or liquig, our decision to dispose of an asset beforeetitbof its estimated useful life,
and legislative, market or industry changes thatdcpermanently reduce the value of a propertindfcators of impairment are
present, we evaluate the carrying value of thecedteproperty by comparing it to the expected ®itumdiscounted net cash flows
to be generated from that property. If the sunheké expected future net cash flows is less thanatrying value, we reduce the
net carrying value of the property to its estim&tgdvalue.

As of September 30, 2014, we had seven seniogliggmmunities with 552 living units and one MOBUfduildings) with
323,541 square feet categorized as propertiesftwetéle. During the nine months ended Septembe2@D4, we
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per shareataa otherwise state
recorded net impairment of assets charges of $d @@just the carrying value of four MOBs includedliscontinued operations
to their aggregate estimated net sale price. Tl properties are included in other assets ircondensed consolidated balance
sheets and have a net book value (after impairneémipproximately $12, 924 at September 30, 20B4ofADecember 31, 2013,
we had 10 senior living communities with 744 umitel four MOBs (seven buildings) with 831,499 squaes categorized as
properties held for sale, which were similarly neteml and categorized at September 30, 2014, ettwapthree of the senior living
communities and three of the MOBs were sold dutfiregfirst nine months of 2014, as noted below. €h@eperties are included
in other assets in our condensed consolidated takimeets and had a net book value (after impatjroéapproximately $27,888
at December 31, 2013. We decided to sell theseeptiep because of what we believe to be unattectwnditions in the markets
in which these properties are located or in whigdytoperate. We classify all properties as helds&be in our condensed
consolidated balance sheets that meet the apmicaitéria for that treatment as set forth in theprty, Plant and Equipment
Topic of theFASB Accounting Standards Codificatioor the Codification.

Results of operations for properties sold or hetdskle are included in discontinued operationsuincondensed consolidated
statements of operations once the criteria forasisnued operations in the Presentation of Findi8t&ements Topic of the
Codification are met. The senior living propertidsich we are or were offering for sale as of thplizpble periods do not meet
the criteria for discontinued operations as theyiacluded within combination leases with othergenies that we expect to
continue leasing. Summarized income statementrirdtion for the four MOBs ( seven buildings) thatetihe criteria for
discontinued operations is included in discontinapdrations as follows:

Three Months Ended Nine Months Ended
September 30 September 30
2014 2013 2014 2013
Rental income $ 111 $ 2,189 $ 3,837 $ 7,284
Property operating expens (668, (958, (2,353 (2,723
Depreciation and amortizatic — — — (799
Income from discontinued operatio $ (557, ¢ 1231 § 1484 $§ 3,762

In January 2014, we sold a senior living communiity 36 units that was previously classified asltfet sale for $2,400 and
recorded a gain on the sale of this property of@apgmately $156 .

In April 2014, we sold one MOB (one building) wi#i0,879 square feet that was included in discoatimperations for $5,000
and recorded no gain or loss on the sale.

In June 2014, we sold two senior living communitigth 156 units that were previously classifiechatd for sale for $4,500 and
recorded a gain on the sale of these propertiapmoximately $2,396 .

In June 2014, we sold one MOB (one building) wids 279 square feet that was included in discontiraperations for $6,000
and recorded no gain or loss on the sale.

In September 2014, we sold one MOB ( one buildimgf) 62,000 square feet that was included in diSoaed operations for
$675 and recorded no gain or loss on the sale.

In October 2014, we sold one senior living communitth 70 units that was previously classified atdHor sale for $2,850 .
Also in October 2014, we sold two senior living goomities with 177 units that were previously cléisdias held for sale for
$5,900 . We will record the gain or loss on thesles during the period ending December 31, 20iehvell of the costs of the
sales are known.
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per shareataa otherwise state
Note 4. Unrealized Gain / Loss on Investments

As of September 30, 2014, we owned 250,000 comrares of Equity Commonwealth (formerly known as @GummWealth

REIT), or EQC, and 4,235,000 common shares of Eiae which are carried at fair market value in ot#esets on our condensed
consolidated balance sheets. Cumulative other caimemisive income shown in our condensed consolidetiethce sheets includes
the net unrealized gain or loss on investmentsahited as the net difference between the valuaatiegl market prices of our
EQC and Five Star shares as of September 30, 32b47(L and $3.77 per share, respectively) and eighted average costs at
the time we acquired these shares, as adjustedléatrany share splits or combinations ($26.00%386 per share, respectively).

Note 5. Indebtedness

Our principal debt obligations at September 3042@&re: (1) six public issuances of unsecuredssearates, including: (a)
$250,000 principal amount at an annual interestoaé.30% due 2016, (b) $400,000 principal amat@n annual interest rate of
3.25% due 2019, (c) $200,000 principal amounnadraual interest rate of 6.75% due 2020, (d) ¥B@Dprincipal amount at an
annual interest rate of 6.75% due 2021, (e) $ZEOincipal amount at an annual interest rate. #5% due 2024 and (f)
$350,000 principal amount at an annual interest086.625% due 2042; (2) our $350,000 principabant term loan; and (3)

$65 2,359 aggregate principal amount of mortgagesred by 47 of our properties (50 buildings) withturity dates from 2015 to
2043. The 47 mortgaged properties (50 buildings) & carrying value of $88 1,216 at September D42 We also had two
properties subject to capital leases totaling $1@at September 30, 2014; these two properties ftadrying value of $18, 375 at
September 30, 2014.

We have a $750,000 unsecured revolving creditifpc¢fiat is available for general business purposeduding acquisitions. The
maturity date of our revolving credit facility isduary 15, 2018 and, subject to the payment oktension fee and meeting
certain other conditions, we have an option tohferrextend the stated maturity date by an additioma year to January 15,
2019. The revolving credit facility agreement pid®s that we can borrow, repay and reborrow funddable under the revolving
credit facility agreement until maturity, and nangipal repayment is due until maturity. The reang credit facility agreement
includes a feature under which maximum borrowingder the facility may be increased to up to $1,800,in certain
circumstances. The interest rate paid on borrowimgier the revolving credit facility agreement IBOR plus a premium of 130
basis points, and the facility fee is 30 basis foger annum on the total amount of lending commiitis. Both the interest rate
premium and the facility fee are subject to adjesttrbased upon changes to our credit ratings. f S&ptember 30, 2014, the
interest rate payable on borrowings under our rérglcredit facility was 1.45% , and the weightegi@ge interest rate for
borrowings under our revolving credit facility wa€12% for both the three and nine months endedeSdyr 30, 2014. The
weighted average interest rate for borrowings underevolving credit facility was 1.64% and 1.6886 the three and nine
months ended September 30, 2013, respectivelyf Beth September 30, 2014 and November 3, 2014adeno amounts
outstanding and $750,000 available for borrowingiby

Our revolving credit facility agreement provides &zceleration of payment of all amounts outstagdipon the occurrence and
continuation of certain events of default, suclkaabange of control of us, which includes Reit Mgemaent & Research LLC, or
RMR, ceasing to act as our business manager apenyananager.

In April 2014, we sold $400,000 of 3.25% senioremged notes due 2019 and $250,000 of 4.75% sens@cured notes due
2024, raising net proceeds of approximately $643,88ter underwriting discounts but before expsnbgerest on the notes is
payable semi-annually in arrears. We used thenoeepds of this offering for general business psegpincluding funding the
acquisitions described in Note 3.

On May 30, 2014, we entered into a term loan ages¢mvith Wells Fargo Bank, National Association ansiyndicate of other
lenders, pursuant to which we obtained a $350,0@3@cured term loan. Our term loan matures on Jarifar2020, and is
prepayable without penalty at any time. In additiour term loan includes a feature under whichimer
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per shareataa otherwise state
borrowings may be increased to up to $700,000 iraicecircumstances. Our term loan bears intetestrate of LIBOR plus a
premium of 140 basis points that is subject to stdjent based upon changes to our credit ratings.us®d the net proceeds of our
term loan to repay amounts outstanding under aualving credit facility, to repay mortgage notesidar general business
purposes. As of September 30, 2014, the interésipeyable for amounts outstanding under our team vas 1.55% . The
weighted average annual interest rate for amourtttanding on our term loan was 1.55% for the tlargnine months ended
September 30, 2014.

Our public debt indentures and related supplemamisour credit facility agreement contain a nundfdimancial and other
covenants, including covenants that restrict otlitalo incur indebtedness or to make distribusamder certain circumstances
and require us to maintain financial ratios andimimmum net worth.

In connection with the acquisitions discussed iteN®above, in April 2014, we assumed $15,630 atgage debt, which we
recorded at its fair value of $16,643 . This magg has a contractual interest rate of 6.28% ardresin July 2022. We
recorded the assumed mortgage at its fair value.détermined the fair value of the assumed mortgag®y a market approach
based upon Level 3 inputs (significant other unoksgle inputs) in the fair value hierarchy.

In June 2014, we repaid mortgage notes that enawaleo of our properties that had an aggregatejmal balance of $35,300
and a weighted average interest rate of 5.8 %.

In October 2014, we prepaid at par our $14,700 Inemrred in connection with certain revenue boscteeduled to mature on
December 1, 2027. That loan had an interest rabe33%5% .

In October 2014, we repaid a mortgage note thatrebered one of our properties that had a prindipkince of $11,900 and an
interest rate of 6.25% .

Note 6. Shareholders’ Equity

On February 21, 2014, we paid a distribution to @n shareholders of $0.39 per share, or approxiyn$i8,386 , that was
declared on January 3, 2014 and was payable telsblders of record on January 13, 2014.

On May 21, 2014, we paid a distribution to commbarsholders of $0.39 per share, or approximateBy387 , that was declared
on April 2, 2014 and was payable to shareholdersadrd on April 14, 2014.

On August 21, 2014, we paid a distribution to comrabareholders of $0.39 per share, or approxim&®#469 , that was
declared on July 7, 2014 and was payable to shigketsoof record on July 18, 2014.

On October 2, 2014, we declared a distribution plyto common shareholders of record on OctobeRQ¥4, of $0.39 per share,
or approximately $79, 515 . We expect to pay tiegrithution on or about November 21, 2014 usindhaas hand and borrowings
under our revolving credit facility.

During the nine months ended September 30, 2014tenperiod from October 1, 2014 to November 34200e issued 85, 986
and 12,463 , respectively, of our common shar€M® as part of the business management fee pajghle under our business
management agreement. See Note 10 for furthemafoon regarding this agreement.

In April 2014, we issued 15,525,000 common sharespublic offering, raising net proceeds of apprately $323,318 , after
underwriting discounts but before expenses. We tisedet proceeds from this offering to repay bemgs outstanding under our
revolving credit facility and for general busingesposes, including funding the acquisitions désetiin Note 3.
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per shareataa otherwise state
On June 5, 2014, we granted 2,500 common sharesdrat $24.50 per share, the closing price of oomoon shares on the New
York Stock Exchange, or NYSE, on that day, to ezfobur five Trustees.

On September 12, 2014, pursuant to our 2012 E@atppensation Plan, we granted an aggregate of 8dff/@ur common shares
to our officers and certain employees of our mana@®IR, valued at $21.42 per share, the closingepoi our common shares on
the NYSE on that day.

Note 7. Fair Value of Assets and Liabilities

The following table presents certain of our asaets liabilities that are measured at fair valueaacurring and non recurring
basis at September 30, 2014 categorized by thédévgputs used in the valuation of each assditbility.

Quoted Prices in Significant Significant

Active Markets for Other Unobservable
Observable

Identical Assets Inputs Inputs

Description Total (Level 1) (Level 2) (Level 3)
Assets held for sal® $ 12,924 $ — $ 12,924 $ —
Investments in available for sale securi® $ 22,393 $ 22,393 $ — $ —
Unsecured senior not® $ 1,816,66C $ 1,816,66C $ — % —
Secured del® $ 726,242 $ — $ — $ 726,242

(1) Assets held for sale consist of eight propertig$ buildings) that we expect to sell that are regabat fair value less costs to
sell. We used offers to purchase these propertate by third parties or comparable sales trarsec{iLevel 2 inputs) to
determine the fair value of these properties. \Asehrecorded cumulative impairments of approxinya$el 3,500 to these
properties in order to reduce their book valueaio Value.

(@ Ourinvestments in available for sale securitiesdtide our 250,000 common shares of EQC and 4,28%506mmon shares of
Five Star. The fair values of these shares aredbasejuoted prices at September 30, 2014 in anteuékets (Level 1 inputs

() We estimate the fair values of our unsecured semites using an average of the bid and ask pfioeroutstanding six
issuances of senior notes (Level 1 inputs) on ouaBeptember 30, 2014. The fair values of thes@snote obligations
exceed their aggregate book values of $1,743, 9%7B,387 because these notes were trading at ypmes1to their face
amounts

(4) We estimate the fair values of our secured dehtsiyg discounted cash flow analyses and curr@néyailing market terms
at September 30, 2014 (Level 3 inputs). BecausellZinputs are unobservable, our estimated e may differ
materially from the actual fair valu

In addition to the assets and liabilities descrilvethe above table, our additional financial ingtents include rents receivable,
cash and cash equivalents, restricted cash andwtkecured debt. The fair values of these additiinancial instruments
approximate their carrying values at Septembef8@4 based upon their liquidity, short term mayyntariable rate pricing or our
estimate of fair value using discounted cash floalgses and prevailing interest rates.

Note 8. Segment Reporting

We have four operating segments, of which threeseparately reportable operating segments: (etriet leased senior living
communities that provide short term and long teesidential care and dining services for residerasdre leased to third parties,
(2) managed senior living communities that prowstiert term and long term residential care and disirvices for residents that
are managed for our account and (3) MOBs. Ouletript leased and managed senior living commurbitiéis include
independent living communities, assisted living caumities, skilled nursing facilities,
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or SNFs, and some communities that offer a comioinatf the independent and assisted living andeskihursing

services. Properties in the MOB segment includielimgs leased to medical providers, medical reldasinesses, clinics and
biotech laboratory tenants. The “All Other” catggim the following table includes amounts relatectorporate business

activities and the operating results of certaimpprties that offer fithess, wellness and spa sesvio members.

Revenues
Rental income
Residents fees and servic
Total revenue

Expenses
Property operating expens
Depreciatior
General and administratiy
Acquisition related cost
Total expense

Operating income (los!

Interest and other incon

Interest expens
Income (loss) before income tax expense and egquigrning:
of an investe:

Income tax expens
Equity in earnings of an invest
Income (loss) from continuing operatic
Discontinued operation:

Loss from discontinued operatio

Impairment of assets from discontinued operat
Net income (loss

Total asset

For the Three Months Ended September 30, 201

Triple Net
Leased

Managed

Senior Living  Senior Living All Other
Communities Communities MOBs Operations  Consolidated
$ 55,266 $ — $ 77,798 $ 4550 $ 137,614
— 79,259 — — 79,259
55,266 79,259 77,798 4,550 216,873
— 61,330 21,376 — 82,706
15,372 8,006 25,748 948 50,074
— — — 10,384 10,384
— — — 15 15
15,372 69,336 47,124 11,347 143,17¢
39,894 9,923 30,674 (6,797 73,694
— — — 78 78
(6,446 (2,416 (1,484 (25,855 (36,201
33,448 7,507 29,190 (32,574 37,571
— — — (156 (156
— — — 38 38
33,448 7,507 29,190 (32,692 37,453
— — (557, — (557
— — 216 — 216
$ 33448 $§ 7,507 $ 28,849 $(32,692 $ 37,112

$1,823,234 $ 899,54t $2,953,66¢

$312,675 $5,989,122

10
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Revenues:
Rental income
Residents fees and services
Total revenues

Expenses:
Property operating expenses
Depreciation
General and administrative
Acquisition related costs
Total expenses

Operating income (loss)

Interest and other income
Interest expense

Loss on early extinguishment of debt

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

For the Three Months Ended September 30, 201

Income (loss) before income tax expense and equigrning:

of an investes
Income tax expense

Equity in earnings of an investee

Income (loss) from continuing operations

Discontinued operations:

Income from discontinued operations

Income (loss) before gain on sale of propel

Gain on sale of properties
Net income (loss

Total assets

Triple Net
Leased Managed
Senior Living  Senior Living All Other
Communities Communities MOBs Operations  Consolidated
$ 57,073 $ — $ 50,910 $ 4,336 $ 112,319
— 74,946 — — 74,946
57,073 74,946 50,910 4,336 187,265
— 57,708 17,021 — 74,729
16,760 7,251 13,514 948 38,473
— — — 7,798 7,798
— — — 396 396
16,760 64,959 30,535 9,142 121,39€
40,313 9,987 20,375 (4,806 65,869
— — — 42 42
(6,546 (3,054 (1,369 (18,436 (29,405
— — — (692 (692
33,767 6,933 19,006 (23,892 35,814
— — — (125) (125,
— — — 64 64
33,767 6,933 19,006 (23,953 35,753
— — 1,231 — 1,231
33,767 6,933 20,237 (23,953 36,984
1,141 — — — 1,141
$ 34908 $ 6,933 $ 20,237 $(23,953 $ 38,125

$1,861,72¢ $ 967,187 $1,732,217

$246,197 $4,807,33(C

11
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Revenues:
Rental income
Residents fees and services
Total revenues

Expenses:
Property operating expenses
Depreciation
General and administrative
Acquisition related costs
Total expenses

Operating income (loss)

Interest and other income
Interest expense

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

For the Nine Months Ended September 30, 201

Income (loss) before income tax expense and egquigrning:

of an investes
Income tax expense

Equity in earnings of an investee

Income (loss) from continuing operations

Discontinued operations:

Income from discontinued operations

Impairment of assets from discontinued operations
Income (loss) before gain on sale of properties

Gain on sale of properties
Net income (loss

Total assets

Triple Net
Leased Managed
Senior Living  Senior Living All Other
Communities Communities MOBs Operations  Consolidated
$ 165,321 $ — $ 198,588 $ 13,429 $ 377,33¢
— 237,74C — — 237,74C
165,321 237,74C 198,58¢ 13,429 615,07¢
— 182,742 57,555 — 240,297
46,525 24,494 61,269 2,844 135132
— — — 28,250 28,250
_ — — 2,649 2,649
46,525 207,23€ 118,824 33,743 406,328
118,796 30,504 79,765 (20,314 208,751
— — — 336 336
(19,307 (8,210 (4,328 (67,368 (99,213
99,489 22,294 75,437 (87,346 109,874
— — — (502, (502
— — — 59 59
99,489 22,294 75,437 (87,789 109,431
— — 1,484 — 1,484
— — (117, — (117
99,489 22,294 76,804 (87,789 110,798
2,552 — — — 2,552

$ 102,041 $§ 22,294 $ 76,804

$(87,789 $ 113,35C

$1,823,234 $ 899,54 $2,953,66¢

$312,675 $5,989,12:

12
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Revenues:
Rental income
Residents fees and services
Total revenues

Expenses:
Property operating expenses
Depreciation
General and administrative
Acquisition related costs
Impairment of assets
Total expenses

Operating income (loss)

Interest and other income
Interest expense

Loss on early extinguishment of debt

For the Nine Months Ended September 30, 201

Income (loss) before income tax expense and equit

earnings of an investe
Income tax expense

Equity in earnings of an investee

Income (loss) from continuing operations

Discontinued operations:

Income from discontinued operations

Impairment of assets from discontinued operation:
Income (loss) before gain on sale of properties

Gain on sale of properties
Net income (loss

Total assets

Note 9. Significant Tenant

Triple Net
Leased Managed
Senior Living Senior Living All Other
Communities  Communities MOBs Operations Consolidated
$ 170,794 $ — $ 152,492 $ 13,182 $ 336,468
— 224,634 — — 224,634
170,794 224,634 152,492 13,182 561,102
— 173,844 49,049 — 222,893
50,696 21,128 39,804 2,844 114,472
— — — 24,615 24,615
— — — 2,590 2,590
4,371 — — 1,304 5,675
55,067 194,972 88,853 31,353 370,245
115,727 29,662 63,639 (18,171 190,857
— — — 612 612
(20,030 (9,196 (4,103 (55,207 (88,536
— — — (797 (797)
95,697 20,466 59,536 (73,563 102,136
— — — (405 (405)
— — — 219 219
95,697 20,466 59,536 (73,749 101,95C
— — 3,762 — 3,762
= = (27,896 = (27,896
95,697 20,466 35,402 (73,749 77,816
1,141 — — — 1,141
$ 96,838 $ 20,466 $ 35,402 $ (73,749 $ 78,957
$ 1,861,72¢ $ 967,187 $ 1,732,217 $ 246,197 $ 4,807,33(C

Five Star is our former subsidiary. Rental incdneen Five Star represented 34.7% of our rentalimedor the three months
ended September 30, 2014, and the properties Fivdeases from us represented 34.5% of our invaglnat cost, as of
September 30, 2014. As of September 30, 2014, $iaealso managed 44 senior living communitieoforaccount.

Subject to the information in the following paraginafinancial information about Five Star may berfd on the website of the
Securities and Exchange Commission, or SEC, byiagt€ive Star's name at
http://lwww.sec.gov/edgar/searchedgar/companysdsnch.Reference to Five Star’s financial information this

13
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external website is presented to comply with agblie accounting guidance of the SEC. Except foh $imancial information
contained therein as is included herein under gudtance, Five Star’s public filings and other mh@tion located in external
websites are not incorporated by reference intedtfimancial statements.

In April 2014, Five Star filed with the SEC an arded Annual Report on Form 10-K for the year endeddnber 31, 2012 and
amended Quarterly Reports on Form 10-Q for thetqumended March 31, 2013 and June 30, 2013 tbizted its financial
results for 2011, 2012 and the first and secondtersaof 2013 to correct certain errors in its [wesly filed financial reports for
those periods. In addition, in April 2014, FivaSfiled with the SEC its Quarterly Report on Fatf:Q for the quarter ended
September 30, 2013 and in September 2014, Fivdigwith the SEC its Annual Report on Form 10ef the year ended
December 31, 2013. In those filings, Five Stacldsed that it has material weaknesses in itsnaterontrol over financial
reporting and that Five Star is currently in theqass of developing a remediation plan for the rmeteeaknesses. Five Star has
not yet filed its Quarterly Reports on Form 10-Qtfee quarters ended March 31, 2014 and June 3@. 2Bive Star has publicly
disclosed that it intends to file with the SECQwarterly Reports on Form 10-Q for the quartersdridarch 31, 2014, June 30,
2014 and September 30, 2014 on or about the sameaid that it currently expected those filing®tcur by December 31, 2014.

See Note 10 for further information relating to teases and management arrangements with Five Star.

Note 10. Related Person Transactions

Five Star: Five Star was formerly our 100% owned subsididfive Star is our largest tenant, we are Five' Stargest
stockholder and Five Star manages certain senioglcommunities for us. In 2001, we distributedbstantially all of Five Star’s
then issued and outstanding shares of common siamlr shareholders. As of September 30, 2014wred 4,235,000 shares of
common stock of Five Star, or approximately 8.7% ok Star’s issued and outstanding shares of camstazk. One of our
Managing Trustees, Mr. Barry Portnoy, is a manadgiinector of Five Star. RMR provides managementises to both us and
Five Star.

As of September 30, 2014, we leased 184 seniggigommunities to Five Star under four combinateases. Under Five Star’s
leases with us, Five Star pays us rent consisfimgimimum annual rent amounts plus percentagelraséd on increases in gross
revenues at certain properties. We recognizetiretéal income from Five Star of $47,71 7 and $4% for the three months
ended September 30, 2014 and 2013, respectivaly$ 442,842 and $ 148,732 for the nine months eSapdember 30, 2014 and
2013, respectively. As of September 30, 2014 aecehber 31, 2013, our rents receivable from Fiae Bere $15, 907 and $17,
960 , respectively, and those amounts are inclirdether assets in our condensed consolidated takimeets. We had deferred
estimated percentage rent under our Five Stardexs®l,498 and $1,301 for the three months endptegber 30, 2014 and
2013, respectively, and $ 4,317 and $3,823 fonthe months ended September 30, 2014 and 201%atésgy. We determine
percentage rent due under our Five Star leasesiyiamd recognize it at year end when all contirgjes are met. During the
nine months ended September 30, 2014 and 2013jgnir® the terms of our leases with Five Starpwehased $ 23,776 and
$22,501 , respectively, of improvements made tp@rides leased to Five Star, and, as a resulgrithaal rent payable to us by
Five Star increased by approximately $1, 902 an@8Q , respectively.

In June 2013, we and Five Star agreed to offesdte 11 senior living communities we lease to Bter. Five Star's rent payable
to us will be reduced if and as these sales oaatguant to terms set in our leases with Five StaAugust 2013, we sold one of
these communities, a SNF, with 112 living units,dcsales price of $2,550 , and as a result ofsdiis, Five Star's annual
minimum rent payable to us decreased by $255 Q% df the net proceeds of the sale to us, in aecwe with the terms of the
applicable lease. In January 2014, we sold onieskving community located in Texas with 36 asstsliving units, for a sale
price of $2,400 , and as a result of this saleg Htar's annual minimum rent payable to us dectkbhgeé$210 , or 8.75% of the net
proceeds of the sale to us, in accordance withetimes of the applicable lease. In June 2014, Wwktem senior living
communities located in Wisconsin with 156 SNF urfits a sale price of $4,500 , and as a resulisf¢ale, Five Star’'s annual
minimum rent payable to us decreased by $452 , or

14
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10% of the net proceeds of the sale to us, in decme with the terms of the applicable lease. Itokar 2014, we sold a senior
living community located in Virginia with 70 assst living units for a sale price of $2,850 andaassult of this sale, Five Star’s
annual minimum rent payable to us decreased by $88%30% of the net proceeds of the sale to uacaordance with the terms
of the applicable lease. Also in October 2014, wld svo senior living communities located in Arizowith 177 units for a sale
price of $5,900 and, as a result of this sale, Bitag’s annual minimum rent payable to us decrebge®b90 , or 10% of the net
proceeds of the sale to us, in accordance withettmes of the applicable lease. We can provide sarasce that the remaining
four senior living communities that we and Fiver$tave agreed to offer for sale will be sold, whey sales may occur or what
the terms of any sales may provide.

On July 10, 2014, we and Five Star entered intdtfth Amendment to the Amended and Restated Mastase Agreement
(Lease No. 4) pursuant to which Five Star exerciledirst of its existing lease extension optiansler Lease No. 4, extending the
term from April 30, 2017 to April 30, 2032, and wranted Five Star a third option for Five Starxtead the term of Lease No. 4
from May 1, 2047 to April 30, 2062.

Five Star began managing communities for our acciou?011. We lease certain of our senior livimgnenunities that are
managed by Five Star to our taxable REIT subsigsaor TRSs, and Five Star manages these andaatmenunities for us
pursuant to long term management agreements. Ssmtember 30, 2014 , Five Star managed 44 seéviiog communities for
our account.

In connection with these management agreementandé-ive Star have entered into four combinaticeements, or pooling
agreements: three pooling agreements combine ooageaent agreements for communities that inclusistas living units, or
the AL Pooling Agreements, and a fourth poolingeagnent combines our management agreements for coitf@siconsisting
only of independent living units, or the IL Poolidgreement. The management agreements that duel@ttin each of our
pooling agreements are on substantially similanger Our first AL Pooling Agreement includes 20ritited communities and our
second AL Pooling Agreement includes 19 identifiechmunities. The third AL Pooling Agreement cuthgincludes the
management agreement for a community we acquirdbwember 2013. The IL Pooling Agreement curremtiudes
management agreements for two communities that dialyendependent living units. The senior liviegmmunity in New York
and one senior living community in California delsed below that Five Star manages for our accorehat included in any of
our pooling agreements. Each of the AL Poolingesgnents and the IL Pooling Agreement aggregatedetegmination of fees
and expenses of the various communities that dnject.to such pooling agreement, including deteatiims of our return on our
invested capital and Five Star’s incentive fees idéurred management fees paid to Five Star oA%2,and $2,290 for the three
months ended September 30, 2014 and 2013, resplgctimd $ 7,295 and $6,866 for the nine montheé®Bkptember 30, 2014
and 2013, respectively. These amounts are inclirdprbperty operating expenses in our condenseddinlated statements of
income and comprehensive income.

Our second AL Pooling Agreement previously inclutleel management agreement for our assisted livanghounity known as
Villa Valencia, which is located in California. Guly 10, 2014, we entered into an agreement with Star, pursuant to which
the management agreement for Villa Valencia waxed from the second AL Pooling Agreement as of JuR014. We expect
that the management agreement affecting the Vileeivcia community will not be included in any pogliagreement until after
extensive renovations planned at that communitycanepleted.

On July 10, 2014, we entered into an amendmenttonanagement agreements with Five Star that iechssisted living
communities to (1) extend the term of each of tl@magement agreements between us and Five StaillfoMdlencia and the 19
assisted living communities currently includedhe second AL Pooling Agreement from December 33126 December 31,
2033 and (2) extend the term of the managemeneagmet between us and Five Star for the seniordigmmmunity known as
Willow Pointe, which is currently included in theird AL Pooling Agreement, from December 31, 208 December 31,

2035. On July 10, 2014, we also entered into agnaiment to our management agreements with Fivett&tainclude only
independent living communities to extend the tefrthe
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management agreements between us and Five Stardamdependent living communities from DecemberZ131 to
December 31, 2032.

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 agreement with us with regpebe living units at this community that are sabject to the requirements
of New York healthcare licensing laws. In ordeattommodate certain requirements of New York heatfe licensing laws, one
of our TRSs subleases the portion of this commuthiy is subject to those requirements to an em&R Yonkers LLC, which is
owned by our President and Chief Operating Offared Treasurer and Chief Financial Officer. Fivar$tanages this portion of
the community pursuant to a long term managemeaeeagent with D&R Yonkers LLC. Under the subleaseament, D&R
Yonkers LLC is obligated to pay rent only from dahble revenues generated by the subleased commudity TRS is obligated
to advance any rent shortfalls to D&R Yonkers Lla@d D&R Yonkers LLC is obligated to repay one of ®®Ss only from
available revenues generated by the subleased coitymu

We may enter into additional management arrangesneitih Five Star for our senior living communitiessd we may add the
management agreements to our existing pooling agrets or enter into additional pooling agreemerits five Star. For
example, as noted in Note 3, we entered into pgechgreements to purchase two senior living comtiesrin Wisconsin for a
total of $47,430 . If these acquisitions are caetgil, we expect to lease these communities to ooerdRSs and to enter into
long term management agreements with Five Starataige these communities on terms similar to thassgement
arrangements we currently have with Five Star fsnmunities that include assisted living units. WietHer expect that these
management agreements would be added to the thiflosling Agreement. These acquisitions are suilbgeearious conditions
and there can be no assurance that these acqssitith be completed.

RMR: We have no employees. Personnel and variougesmwe require to operate our business are pedviol us by RMR. We
have two agreements with RMR to provide managemedtadministrative services to us: (1) a businemsagement agreement,
which relates to our business generally, and (2paerty management agreement, which relates tprihygerty level operations of
our MOBs.

One of our Managing Trustees, Mr. Barry PortnoyCligirman, majority owner and an employee of RMRr other Managing
Trustee, Mr. Adam Portnoy, is the son of Mr. BaPgrtnoy, and an owner, President, Chief Executiffe€ and a director of
RMR. Each of our executive officers is also anceff of RMR, and our President and Chief Operaffficer, Mr. David

Hegarty, is a director of RMR. Certain of Five $taxecutive officers are officers of RMR. A majgrof our Independent
Trustees also serve as independent directors epémtlent trustees of other public companies tomRIMIR provides
management services. Mr. Barry Portnoy and Mr.mArtnoy serve as managing directors or managistees of a majority of
the companies to which RMR or its affiliates praviianagement services. In addition, officers of R&R/e as officers of those
companies.

Pursuant to our business management agreemenRiR, we recognized business management fees &7 &nd $6,847 for
the three months ended September 30, 2014 and &&lctively, and $22,492 and $20,088 for the mionths ended
September 30, 2014 and 2013, respectively. Thesemtsare included in general and administratiygeages in our condensed
consolidated financial statements. In accordarite tve terms of our business management agreemernigsued 98,449 of our
common shares to RMR for the nine months endede8ugr 30, 2014 as payment for a portion of the basmess management
fee we recognized for such period.

In connection with our property management agre¢mith RMR, the aggregate property management andtcuction
supervision fees we recognized were $2,211 and/8X@ the three months ended September 30, 204 2@183, respectively,
and $ 5,928 and $ 4,937 for the nine months enépteSber 30, 2014 and 2013, respectively. Theseiars are included in
property operating expenses or have been capiiaé@eappropriate, in our condensed consolidatedhdial statements.
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On May 9, 2014, we and RMR entered into amendntentsir business management agreement and propartggament
agreement. As amended, RMR may terminate the mgnets upon 120 days’ written notice. Prior todngendments, RMR could
terminate the agreements upon 60 days’ writtercaa@ind could also terminate the property manageaggeement upon five
business days’ notice if we underwent a chang®ofrol . The amendments also provide for certaimination payments by us
to RMR in the event that we terminate the agreemetfter than for cause. Also, as amended, RMR agoggrovide certain
transition services to us for 120 days followingaguplicable termination by us or notice of termioatby RMR.

SIR:  On August 30, 2014, we entered into a PurchadeSale Agreement and Joint Escrow Instructiong)ePurchase
Agreement, with SC Merger Sub LLC, or Merger Sublayland limited liability company and wholly owdeubsidiary of
Select Income REIT, a Maryland real estate investrirast, or SIR, pursuant to which we have agteeatquire the entities
owning 23 healthcare properties, or the healthpamoperties, which we classify as propertiesdddae MOBs, for approximately
$539,000 , including the assumption of approxinya$&0,000 of mortgage debt. The healthcare pragedbntain approximately
2,200,0 00 square feet and are located in 12 sté®#R has announced that it has agreed to acGeiee Corporate Income

Trust, Inc., a Maryland corporation, or CCIT, thhtough its subsidiaries, owns the healthcare gntgs we have agreed to
acquire from SIR. SIR's acquisition of CCIT woulg fursuant to an agreement and plan of merger a@bhgverger Sub and
CCIT, which provides for the merger of CCIT withdaimto Merger Sub, with Merger Sub surviving as 'SiWholly owned
subsidiary, or the Merger. The Merger is expectelet completed in the first half of 2015 and oeguasition of the 23 healthcare
properties is expected to close substantially coeatly with the closing of the Merger.

One of our Managing Trustees, Mr. Barry Portnoy imanaging trustee of SIR and of Government Ptiggencome Trust, a
Maryland real estate investment trust, or GOV, th&IR's largest shareholder. Our other Mana@mgtee, Mr. Adam Portnoy,
is the son of Mr. Barry Portnoy and a managingté@i®f both SIR and GOV. Two of our Independenisteges also serve as
independent trustees of GOV and one of our Indepraritrustees also serves as an independent tefsBR. As of September
30, 2014, GOV, RMR and Messrs. Barry Portnoy andrAdPortnoy reported that they collectively beneflgiowned
22,066,212.364 common shares of SIR, or approxign8&8% of the issued and outstanding common shafr8IR. These
shareholders of SIR have entered into voting agee¢srwith CCIT and American Realty Capital Progsstinc., a Maryland
corporation and parent of the manager of CCIT, BRCAR, pursuant to which they have agreed, upon alnied to the terms and
conditions of such agreements, to vote all comniames of SIR beneficially owned by them in favotha# issuance of additional
SIR common shares to CCIT stockholders pursuathtetdlerger Agreement. These voting agreementscalstain standstill
provisions pursuant to which ARCP has agreed, anotimgy things, not to make unsolicited proposalsdguire us, SIR or GOV
for a period of 36 months.

AIC: We, RMR, Five Star, and four other companiewshich RMR provides management services currently affiliates
Insurance Company, or AIC, an Indiana insurancepaom. All of our Trustees and most of the trustess directors of the other
AIC shareholders currently serve on the board i&fadors of AIC. RMR provides management and adstriziive services to AIC
pursuant to a management and administrative sareigeeement with AIC.

On March 25, 2014, as a result of the removal, autltause, of all of the trustees of EQC, EQC umdat a change in control, as
defined in the shareholders agreement among ustltiee shareholders of AIC and AIC. As a resulthait change in control and
in accordance with the terms of the shareholdemseagent, on May 9, 2014, we and those other shigetsgpurchased pro rata
the AIC shares EQC owned. Pursuant to that pueshves purchased 2,857 AIC shares from EQC for $8B6llowing these
purchases, we and the other remaining six sharefo&hch owned approximately 14.3% of AIC.

In June 2014, we and the other shareholders ofr@t@wed our participation in an insurance prograranged by AIC. In
connection with that renewal, we purchased a oear-groperty insurance policy providing $500,00@m@ferage,
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per shareataa otherwise state
with respect to which AIC is a reinsurer of certaoverage amounts. We paid AIC a premium, inclgdaxes and fees, of
approximately $3,118 in connection with that polighich amount may be adjusted from time to timevasacquire or dispose of
properties that are included in the policy.

As of September 30, 2014, we had invested $ 6,024C. Although we own less than 20% of AIC, wedke equity method to
account for this investment because we believevtigdtave significant influence over AIC as all of drustees are also directors
of AIC. Our investment in AIC had a carrying valkie$6,806 and $5,913 as of September 30, 201Dacember 31, 2013,
respectively, which amounts are included in otfssets on our condensed consolidated balance sheetecognized income of
$38 and $ 64 for the three months ended Septenth&034 and 2013, respectively, and $59 and $2i1ghéonine months ended
September 30, 2014 and 2013, respectively, retatedr investment in AIC.

Directors’ and Officers’ Liability Insurancein June 2014, we, RMR, Five Star and three otberpanies to which RMR provides
management services extended our and their comdinectors’ and officers’ liability insurance pojicand we extended our
separate directors’ and officers’ liability insucanpolicy, in each case for an interim period. d&l an aggregate premium of
approximately $51 for these extensions. Furthirination about those policies is contained in N®te our audited financial
statements contained in our Annual Report. In Sebér 2014, we purchased a two year combined dir®and officers'
insurance policy with RMR and five other companienaged by RMR that provides $10,000 in aggregateapy coverage,
including certain errors and omission coveragethat time, we also purchased separate additior@lear directors' and officers'
liability insurance policies that provide $20,000 aggregate excess coverage plus $5,000 of eroessidemnifiable

coverage. The total premium payable by us forehpegdicies purchased in September 2014 was appedeiyn$651 .

Note 11. Income Taxes

We have elected to be taxed as a REIT under teenl@tRevenue Code of 1986, as amended, and asassadienerally not
subject to federal and most state income taxatioauw operating income provided we distribute @xable income to our
shareholders and meet certain organization anchtipgrequirements. We do, however, lease certaimaged senior living
communities to our wholly owned TRSs that, unlikestnof our subsidiaries, file a separate consdaidié¢deral corporate income
tax return and are subject to federal and statniectaxes. Our consolidated income tax provisictudes the income tax
provision related to the operations of our TRSs @atthin state income taxes we incur despite ol REtus. During the three
and nine months ended September 30, 2014, we rizeagincome tax expense of $15 6 and $ 502 , réspc During the three
and nine months ended September 30, 2013 we remmbinicome tax expense of $125 and $ 405 , respécti

Note 12. Pro Forma Information

During the nine months ended September 30, 2014cgeired two properties for an aggregate purchese of $1,158,078 ,
excluding closing costs. During the second quat@014, we sold 15,525,000 of our common sharesguoblic offering raising
net proceeds of approximately $323,318 after undeéng discounts but before expenses. During tleeisé quarter of 2014, we
also sold $400,000 of 3.25% senior unsecured rhte2019 and $250,000 of 4.75% senior unsecurexs mote 2024, raising net
proceeds of approximately $644,889 , after undéingridiscounts but before expenses.

The following table presents our pro forma resaftsperations for the nine months ended Septembe2(®L4, as if these
acquisitions and financing activities had occumwedlanuary 1, 2014. This pro forma data is noésggrily indicative of what our
actual results of operations would have been feipériods presented, nor does it represent théseswperations for any future
period. Differences could result from numerousdesgtincluding future changes in our portfolio p¥éstments, changes in interest
rates, changes in our capital structure, changpsoiperty level
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SENIOR HOUSING PROPERTIES TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
(dollar amounts in thousands, except per shareataa otherwise state
operating expenses, changes in property level tmgnncluding rents expected to be received oreristing leases or leases we
may enter into during and after 2014, and for oteasons.

Nine Months Ended

September 30
2014
Total revenue $ 649,94¢
Net income $ 110,583
Net income per sha $ 0.54

19



Table of Content

Item 2. Management’s Discussion and Analysis of Rancial Condition and Results of Operations.

The following discussion should be read in conjiorctvith our condensed consolidated financial stetiets and notes
thereto included in this Quarterly Report on Fo®rQ@ and our Annual Report. We are a REIT organizsder Maryland law. At
September 30, 2014, we owned 37 1 properties (8418ings) located in 3 8 states and Washingto&. Dncluding eight
properties (11 buildings) classified as held fdes&n that date, the undepreciated carrying vafi@ir properties, net of
impairment losses, was $6.2 billion , excludinggandies classified as held for sale. As of Septer8be2014, 9 7 % of our net
operating income, or NOI, came from properties whemajority of the charges are paid from our st and tenants’ private

resources.
PORTFOLIO OVERVIEW ()

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

Number of Investment per % of
Number of  Units/Beds or Investment % of Total Unit/Bedor Q32014 Q3 201«
(As of September 30, 201¢ Properties _ Square Feel Carrying Value ® Investment _Square Foot®  NOI © NOI
Facility Type
Independent livin¢® 62 15,176 $ 1,903,152 30.8% $ 125,405 $ 40,273 30.0%
Assisted living® 155 11,495 1,363,247 22.0% $ 118,59t 28,361 21.1%
Nursing home® 45 4,763 202,311 3.3% $ 42,476 4,561 3.4%
Subtotal senior living communiti¢ 262 31,434 3,468,71C 56.1% $ 110,34¢ 73,195 54.5%
MOBs 98 9,141,57¢sq. ft. 2,542,71C 41.0% $ 278 56,422 42.1%
Wellness center 10 812,000sq. ft. 180,017 2.9% $ 222 4,550 3.4%
Total 370 $ 6,191,437 100.09% $134,167 _ 100.0%
Tenant / Operator / Managed Proper
Five Star (Lease No. : 89 6,590 696,499 11.3% $ 105,69C 14,761 10.9%
Five Star (Lease No. : 49 7,044 689,955 11.2% $ 97,949 15,656 11.7%
Five Star (Lease No. : 17 3,281 354,271 57% $ 107,977 8,584 6.4%
Five Star (Lease No. « 29 3,335 390,134 6.3% $ 116,982 8,716 6.5%
Subtotal Five Sts 184 20,250 2,130,85¢ 34.5% $ 105,22¢ 47,717 35.5%
Sunrise / Marriot® 4 1,619 126,326 2.0% $ 78,027 3,133 2.3%
Brookdale 18 894 61,122 1.0% $ 68,369 1,754 1.3%
6 private senior living companit
(combined; 12 1,620 95,313 1.5% $ 58,835 2,662 2.0%
Subtotal triple net leased senior livi
communities 218 24,383 2,413,62( 39.0% $ 98,988 55,266 41.1%
Managed senior living communiti” 44 7,051 1,055,09C 17.1% $ 149,637 _ 17,929 13.4%
Subtotal senior living communitie 262 31,434 3,468,71( 56.1% $ 110,34¢ 73,195 54.5%
MOBs 98 9,141,57¢sq. ft. 2,542,71C 41.0% $ 278 56,422 42.1%
Wellness center 10 812,000sq. ft. 180,017 29% $ 222 4,550 3.4%
Total 370 $ 6,191,437 100.004 $134,167 _ 100.004
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Tenant / Managed Property Operating Statisticgs)

Rent Ggverage Occupancy

2014 2013 2014 2013

Five Star (Lease No. : NA 1.19 84.0% 84.8%
Five Star (Lease No. : NA 1.15 81.7% 81.1%
Five Star (Lease No. : NA 1.66> 87.2% 88.6%
Five Star (Lease No. - NA 1.16> 87.4% 85.6%
Subtotal Five Sta NA 1.25 84.3% 84.2%
Sunrise / Marriot® 1.97x 1.91» 92.0% 92.9%
Brookdale 2.52x 251> 94.6% 95.3%
6 private senior living companies (combin: 1.89» 2.01>» 85.5% 84.2%
Subtotal triple net leased senior living commusi NA 137> 85.2% 85.1%
Managed senior living communiti” NA NA 88.0% 87.3%
Subtotal senior living communitie NA 137> 85.9% 85.6%
MOBs NA NA 0956% 94.1%
Wellness centet 2.09» 2.21» 100.0% 100.0%
Total NA 142

(1) Excludes properties classified in discontinuedrapens.

(2 Amounts are before depreciation, but after impairthwrite downs, if any. Amounts include carryirgues as of September
30, 2014 for senior living communities classifiedheld for sale in the amount of $7 , 369 whicinéduded in Other Assets
on the Condensed Consolidated Balance Sh

() Represents investment carrying value divided eynilimber of living units, beds or square feet gt&aber 30, 2014, as
applicable.

(4) NOl is defined and calculated by reportable segraadtreconciled to net income below in this Iter

() Senior living properties are categorized by thgetgf living units or beds which constitute theglest number of the living
units or beds at the proper

(6) Marriott International, Inc. guarantees the lessebligations under these leases.

(") These 44 managed senior living communities are gethay Five Star. The occupancy for the twelve m@atriod ended, o
if shorter, from the date of acquisitions throiSeptember 3(2014 was 88.%.

(8) Operating data for MOBs are presented as of SdmeB0, 2014 and 2013; operating data for othgpeutees, tenants and
managers are presented based upon the operatintg i@evided by our tenants and managers for thednths ended June
30, 2014 and 2013, or the most recent prior pdoogvhich tenant operating results are availablag. Rent coverage is
calculated as operating cash flow from our tenasperations of our properties, before subordinatetges, if any, divided
by rents payable to us. We have not independeeti§ied our tenants’ operating data. The table ede$ data for periods
prior to our ownership of some of these proper

) Five Star has not filed its 2014 first and secqudrter Quarterly Report s on Form 10-Q with th€SHRs a result, we do not
provide rent coverage for the 12 months erJune 3(, 2014 for this tenant or the portfolio as a wh
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The following tables set forth information regamliour lease expirations as of September 30, 20dia(d in thousands):

Percent of Cumulative
Annualized Rental Income®™ ® Total Percentage o
Triple Net Leased Annualized Annualized
Senior Living Wellness Rental Income  Rental Income
Year Communities MOBs Centers Total Expiring Expiring
2014 $ — $ 7,749 $ — $ 7,749 1.4% 1.4%
2015 1,867 20,633 — 22,500 4.1% 5.5%
2016 — 21,157 — 21,157 3.8% 9.3%
2017 9,275 28,381 — 37,656 6.8% 16.1%
2018 14,609 24,686 — 39,295 7.2% 23.3%
2019 599 35,173 — 35,772 6.5% 29.8%
2020 — 18,951 — 18,951 3.4% 33.2%
2021 1,424 6,680 — 8,104 1.5% 34.7%
2022 — 7,425 — 7,425 1.3% 36.0%
Thereaftel 203,926 129,965 17,853 351,744 64.0% 100.0%
Total $ 231,70C $300,800 $17,853 $550,353 100.004

Average remaining lease term for all senior livammnmunity, MOB and wellness center properties (Wigd by annualized rental
income): 9.6 years

(1) Annualized rental income is rents pursuant totexdeases as of September 30, 2014, includirimettd percentage rents,
straight line rent adjustments, estimated recurexygense reimbursements for certain net and modifiess leases and
excluding lease value amortization at certain afM®Bs and wellness centers. Excludes propertessdied in discontinued
operations

() Excludes rent received from our managed senigrdicommunities leased to our TRSs. If the NOhfrour TRSs (three
months ended September 20,14, annualized) were included in the foregoirdetathe percent of total annualized rental i
me expiring would be: 2014 — 1.2%; 2015 — 3.6%;&6% 3.4 %, 2017 — 6.1%; 2018 — 6.3%; 2019 — 5.82%20 —
3.0%; 2021 — 1.3%; 2022 — 1.2% and thereafter —1 €8. In addition, if our leases to our TRSs arduided, the average
remaining lease term for all properties (weightgdibnualized rental income) would be 1(years.

Percent of Cumulative
Total Percentage o
Number of Tenants ® Number of Number of
Senior Li\_/i_ng Wellnes: Tenancies Tenancies
Year Commynities MOBs Centers Total _Expiring Expiring
2014 — 74 — 74 11.7% 11.7%
2015 2 107 — 109 17.2% 28.9%
2016 — 83 — 83 13.1% 42.0%
2017 1 97 — 98 15.5% 57.5%
2018 1 78 — 79 12.5% 70.0%
2019 1 56 — 57 9.0% 79.0%
2020 — 35 — 35 55% 84.5%
2021 1 20 — 21 3.3% 87.8%
2022 — 20 — 20 3.2% 91.0%
Thereaftel 6 _ 48 2 56 9.0% 100.0%
Total 12 618 2 632 100.004

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

Living Units / Beds 2 Square Feel
Triple Net Cumulative
Leased Senic  Percent of Percentage c Wellness Percent of  Cumulative
Living Total Living  Living Units / Centers Total Percent of

Communities  Units / Beds Beds MOBs (Square Total Square Square Fee Total Square
Year (Units / Beds'  Expiring Expiring (Square Feet Feet) Feet Expiring Feet Expiring
2014 — — % — % 221,999 — 221,999 2.3% 2.3%
2015 243 1.0% 1.0% 816,643 — 816,643 8.5% 10.8%
2016 — — % 1.0% 895,865 — 895,865 9.4% 20.2%
2017 894 3.7% 4.7% 1,057,022 — 1,057,022 11.1% 31.3%
2018 1,619 6.6% 11.3% 737,934 — 737,934 7.7% 39.0%
2019 175 0.7% 12.0% 1,128,31¢ — 1,128,31¢ 11.8% 50.8%
2020 — — % 12.0% 858,984 — 858,984 9.0% 59.8%
2021 361 1.5% 13.5% 249,630 — 249,630 2.6% 62.4%
2022 — — % 13.5% 251,238 — 251,238 2.6% 65.0%
Thereaftel 21,091 86.5% 100.0% 2,525,425 812,00C 3,337,42% 35.0% 100.0%
- 24,383 100.004 8,743,05€ 812,00C 9,555,05¢€ 100.004

(1) Excludes properties classified in discontinuedrapens.

() Excludes 7,051 living units from our managed selivtng communities leased to our TRSs. If the fn@mof living units
included in our TRS leases were included in thedoing table, the percent of total living unitsetls expiring would be: 20:
— 0.0%, 2015 — 0.8%; 2016 — 0.0%; 2017 — 2.8%; 2648.2%; 2019 — 0.6%; 2020 — 0.0%; 2021 — 1.1%,; 2622
0.0% and thereaft— 89.5%.

During the three months ended September 30, 20d4ntered into MOB lease renewals for 53 ,000 sqfest and new
leases for 25,000 square feet. The weighted ageagual rental rate for leases entered into dihieguarter was $37.76 per
square foot, and these rental rates were, on ahtegigaverage basis, 3.7% below previous rents elday the same space.
Average lease terms for leases entered into dtimghird quarter of 2014 were 6.3 years baseshoare
footage . Commitments for tenant improvement,ifepsommission costs and concessions for leasemntezed into during the
third quarter of 2014 totaled $2.5 million, or $84 per square foot on average (approximately $6ed&Gquare foot per year of the
lease term).

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

We have four operating segments, of which threeseparately re portable operating segments: r{fl¢ inet leased
senior living communities that provide short temudong term residential care and dining servicesdsidents that are leased to
third parties, ( 2 ) managed senior living commiasithat provide short term and long term resi@éctire and dining services for
residents that ar e managed for our account ahd@Bs. Our triple net leased and managed seiviimgl communities both
include independent living communities, assistethdj communities, SNFs and some communities tHfat af combination of the
independent and assisted living and skilled nursergices. Properties in the MOB segment includklings leased to medical
providers, medical related businesses, clinics and
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biotech laboratory tenants . The “All Other” caiggin the following table includes amounts relateadorporate business
activities and the operating results of certairpprties that offer fithess, wellness and spa sesvic members.

Three Months Ended Nine Months Ended

September 30 September 30
2014 2013 2014 2013
Revenues
Triple net leased senior living communit $ 55,266 $ 57,073 $165,321 $170,794
Managed senior living communiti 79,259 74,946 237,74C 224,634
MOBs 77,798 50,910 198,58¢ 152,492
All other operation: 4,550 4,336 13,429 13,182
Total revenue $216,873 $187,26E $615,07¢ $561,102
Net income
Triple net leased senior living communit $ 33,448 $ 34,908 $102,041 $ 96,838
Managed senior living communiti 7,507 6,933 22,294 20,466
MOBs 28,849 20,237 76,804 35,402
All other operation: (32,692 (23,953 (87,789 (73,749
Net income $ 37,112 $ 38,125 $113,35C $ 78,957

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

Three Months EndedSeptember 302014 Compared to Three Months Ende&eptember 302013 (dollars in thousands):

Unless otherwise indicated, references in this@etd changes or comparisons of results, incomexpenses refer to
comparisons of the third quarter 2014 results agaire comparable 2013 period.

Triple net leased senior living communities

All Properties

Comparable Properties @

As of and for the Three Months
Ended September 30

As of and for the Three Month:
Ended September 30

2014 2013 2014 2013
Total propertie: 218 223 218 218
# of units / bed: 24,383 24,939 24,383 24,383
Tenant operating data®
Occupancy 85.2% 85.1% 85.2% 85.6%
Rent coverag® NA 1.37» NA 1.39»

()]
@

Consists of triple net leased senior living comitias we have owned continuously since July 1,3201
All tenant operating data presented are based thgoaperating results provided by our tenantgHerl2 months ended

June 3Q 2014 and 2013 or the most recent prior periodvoich tenant operating results are available toRisnt coverage
calculated as operating cash flow from our tripé¢dease tenants’ operations of puoperties, before subordinated charge
any, divided by triple-net lease minimum rents fidgdo us. We have not independently verifiedtenants’ operating

data. The table excludes data for periods priautoownership of some of these propert

As noted above, Five Star has not filed its 20fst &nd second quarter Quarterly Report s on Fid+Q. As a result, we do

not provide rent coverage for the 12 months erJune 3(, 2014 for this tenant or the portfolio as a wh
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Triple net leased senior living communities, abhjperties:

Three Months Ended September 3C

2014 2013 Change % Change

Rental income $ 55266 $ 57,073 $ (1,807 (3.2%
Net operating income (NO 55,266 57,073 (1,807 (3.2%
Depreciation expens (15,372 (16,760 1,388 8.3%
Operating incom: 39,894 40,313 (419; (1.0%
Interest expens (6,446 (6,546 100 1.5%
Gain on sale of properti — 1,141 (1,141 (100.0%

Net income $ 33448 $ 34,908 $§ (1,460 (4.2

Except as noted below under “Rental income”, weehast included a discussion and analysis of thelteesf our comparable
properties data for the triple net leased senuimdi communities segment as we believe that a cosgraof the results for our
comparable properties for our triple net leasedosdiving communities segment is generally coreigtfrom quarter to quarter
and a separate, comparable properties comparisan reeaningful.

Rental incomeRental income decreased primarily due to the daleectwo rehabilitation hospitals during the fduguarter of
2013, a senior living community in the third quad&2013, a senior living community in the firatarter of 2014 and two senior
living communities in the second quarter of 201HisTdecrease was partially offset by increasedsnersiulting from our purchase
of approximately $ 35,083 of improvements madeuopoperties that are leased by Five Star sinye 1u2013. Rental income
increased year over year on a comparable propasig by $ 1,222 , primarily as a result of our ioy@ment purchases at certain
of the 218 communities we have owned continu osislge July 1, 2013 and the resulting increaset pemsuant to the terms of
the leases.

Net operating incomeNOI decreased because of the changes in rentahieclescribed above. We do not incur property
operating expenses at our triple net leased séwiog communities, as these expenses are paidibyemants. Accordingly, rental
income is the same as NOI. The reconciliation of Mhet income for our triple net leased senieinj communities segment is
shown in the table above. Our definition of NO#awur reconciliation of consolidated NOI to netante are included below
under the heading “Non-GAAP Financial Measures”.

Depreciation expenseDepreciation expense recognized in this segmearedsed as a result of the sale of the two reltetinli
hospitals during the fourth quarter of 2013, a@eliving community in the third quarter of 2013senior living community in the
first quarter of 2014 and two senior living comnties in the second quarter of 2014. This decreasepartially offset by our
purchase of improvements made to our propertidsatiedeased by Five Star since July 1, 2013.

Interest expenselnterest expense for our triple net leased sdivimg communities arises from mortgage debt seg¢imgcertain
of these properties. The decrease in interestresepis the result of regularly scheduled amortiratif our mortgage debt.

Gain on sale of propertiesGain on sale of properties is a result of the e&lene senior living community in August 2013 .
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Managed senior living communities

All Properties Comparable Properties
As of and for the Three Months As of and for the Three Months
Ended September 30 Ended September 30
2014 2013 2014 2013
Total propertie: 44 40 39 39
# of units / bed: 7,051 6,771 6,678 6,678
Occupancy 88.2% 87.6% 88.1% 87.3%
Average monthly rat $ 4,152 % 4,140 $ 4,198 $ 4,150

(1) Consists of managed senior living communities aeehowned continuously since July 1, 2013.

Managed senior living communities, all properties

Three Months Ended September 3C

2014 2013 Change % Change

Residents fees and servic $ 79,259 $ 74,946 $ 4,313 5.8%
Property operating expens (61,330 (57,708 (3,622 (6.3)%
Net operating income (NO 17,929 17,238 691 4.0%
Depreciation expens (8,006 (7,251 (755 (10.4%
Operating incom 9,923 9,987 (64) (0.6)%
Interest expens (2,416 (3,054 638 20.9%

Net income $ 7507 $ 6933 $ 574 8.3

Residents fees and servicResidents fees and services are the revenues edroedmanaged senior living communities. We
recognize these revenues as services are provitielincrease in residents fees and services plymelates to the acquisition of
five managed senior living communities since Jily2013.

Property operating expensePBroperty operating expenses include expensesrettat our managed senior living communities
and they consist of management fees, real esteds, tatility expense , insurance , salaries anefitsrof property level personnel,
repairs and maintenance expense, cleaning expedsettger direct costs of these operating properiiee increase in property
operating expenses primarily relates to the acipisof five managed senior living communities srduly 1, 2013.

Net operating incomeNOI increased because of the changes in resifisggsand services and property operating expenses
described above. The reconciliation of NOI toinebme for our managed senior living communitiegnsent is shown in the
table above. Our definition of NOI and our recdiation of consolidated NOI to net income are imt#d below under the heading
“Non-GAAP Financial Measures”.

Depreciation expenseDepreciation expense increased primarily as dtrebacquisitions of managed senior living commigs
since July 1, 2013.

Interest Expensénterest expense for our managed senior living canities arises from mortgage debt secured by ceofaihese
properties. Interest expense decreased as a oésiét repayment of two loans at maturity in teeand quarter of 2014 that had a
total principal balance of $35,300 and a weightegtage interest rate of 5.8%, as well as regukheduled amortization of our
mortgage debt.
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Managed senior living communities, comparable priigg(managed senior living communities we have ownedicoously

since July 1, 2013):

Three Months Ended September 3C

2014 2013 Change % Change

Residents fees and servic $ 75,770 $ 74,236 $ 1,534 2.1%
Property operating expens (58,717 (57,181 (1,536 (2.7%
Net operating income (NO 17,053 17,055 2) (0.0)%
Depreciation expens (7,270 (7,138 (132 (1.8)%
Operating incom: 9,783 9,917 (134 (1.4%
Interest expens (2,416 (3,054 638 20.9%

Net income $ 7367 $ 6,863 $§ 504 7.3

Residents fees and servicée recognize residents fees and services as semtiegrovided. Our residents fees and services
increased year over year on a comparable propasig primarily because of an increase in occupandyaverage daily rate at the
39 communities we have owned continuously sincg dyl2013.

Property operating expenseBroperty operating expenses consist of propertyag@ment fees, real estate taxes, utility expense ,
insurance , salaries and benefit costs of propevigl personnel, repairs and maintenance expelesing expense and other
direct costs of operating properties. Propertyratiiey expenses increased principally becausagiftshcreases in utility

expenses, real estate taxes, insurance, and ateer absts of operating properties.

Net operating incomeNOI remained approximately unchanged and refldw net changes in residents fees and servesshe
property operating expenses described above. &dwnciliation of NOI to net income for our managedhior living communities
segment, comparable properties, is shown in the &lipve. Our definition of NOI and our consolethteconciliation of NOI to
net income are included below in “Non-GAAP Finahdikeasures”.

Depreciation expenseDepreciation expense increased as a result ghunchase of improvements at these properties.

Interest expensénterest expense for our managed senior living camities arises from mortgage debt secured by cedfathese
properties. Interest expense decreased as a ofsdt repayment of two loans at maturity in teeand quarter of 2014 that had a
total principal balance of $35,300 and a weightegtage interest rate of 5.8%, as well as reguksheduled amortization of our
mortgage debt.

MOBs:
All Properties @ Comparable Properties @ ?
As of and for the Three Months  As of and for the Three Month:

Ended September 30 Ended September 30

2014 2013 2014 2013
Total propertie: 98 93 92 92
Total buildings 122 116 115 115
Total square fee® 9,142 7,819 7,714 7,714
Occupancy? 95.6% 95.0% 94.9% 94.9%

(1) Excludes properties classified in discontinuedrafpens.
(2 Consists of MOBs we have owned continuously sihdg 1, 2013.
() Prior periods exclude space remeasurements madeauent to those periods.

(4) MOB occupancy includes ( 1) space being fittedfouoccupancy pursuant to existing leases anjiggace which is leased,

but is not occupied or is being offered for subdelag tenants

27



Table of Content
MOBs, all properties

Three Months Ended September 3C

2014 2013 Change % Change

Rental income $ 77,798 $ 50,910 $ 26,888 52.8%
Property operating expens (21,376 (17,021 (4,355 (25.6%
Net operating income (NO 56,422 33,889 22,533 66.5%
Depreciation / amortization exper (25,748 (13,514 (12,234 (90.5%
Operating incom 30,674 20,375 10,299 50.5%
Interest expens (1,484 (1,369 (115 (8.4%

Income from continuing operatiol 29,190 19,006 10,184 53.6%
Discontinued operation

(Loss) income from discontinued operatic (557, 1,231 (1,788  (145.2%

Impairment of assets from discontinued operat 216 — 216 100.0%
Net income $ 28,849 $ 20,237 $ 8,612 42.604

Rental incomeRental income increased primarily because of rieata six MOBs (seven buildings) we acquired for
approximately $1,222,953 since July 1, 2013. Réntome includes non-cash straight line rent stdjents totaling $2, 626 and
$1, 307 and net amortization of approximately $%,2nd $( 913 ) of above and below market leasestdgnts for the three
months ended September 30, 2014 and 2013, resplgctiv

Property operating expenseBroperty operating expenses consist of propertyagement fees, real estate taxes, utility expense,
salaries and benefit costs of property level perebmepairs and maintenance expense, cleaningisg@nd other direct costs of
operating properties. Property operating expeimseeased primarily because of our MOB acquisitisinge July 1, 2013.

Net operating incomeNOI increased because of the changes in rentairir@and property operating expenses described
above. The reconciliation of NOI to net income doir MOB segment is shown in the table above. d&dinition of NOI and our
reconciliation of consolidated NOI to net income arcluded below under the heading “Non-GAAP Finanigleasures”.

Depreciation / amortization expensBepreciation / amortization expense increasedgmilynbecause of our MOB acquisitions
since July 1, 2013.

Interest expensenterest expense for our MOBs arises from mortgiede secured by certain of these properties. ift¢rease in
interest expense is the result of our assumptid16f630 of mortgage debt in connection with owpuésition of one MOB since
July 1, 2013 with an interest rate of 6.3%, péytiaffset by the regularly scheduled amortizatafrour mortgage debt.

(Loss) i ncome from discontinued operatiorisoss from discontinued operations for the thremtis ended September 30, 2014
relates to the one MOB (four buildings) which waajonity vacant during the period classified as Heldsale as of September 30,
2014 as well as the one MOB (one building) solthmthird quarter of 2014. The decrease in incar@imarily due to the sale of
two MOBs (two buildings) during the second quade2014 and one MOB (one building) in the third geaof 2014 .

Impairment of assets from discontinued operati@nging the three months ended September 30, 20d4¢eworded impairment
of assets adjustments of $ 216 to write the cagryadue of one of our MOBs (one building) up toritst sale price .
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MOBs, comparable properti¢s!OBs we have owned continuously since July 1,33@3:

Three Months Ended September 3C

2014 2013 Change % Change

Rental income $ 51,139 $50,433 $ 706 1.4%
Property operating expens (16,964 (16,957 (7) (0.0)%
Net operating income (NO 34,175 33,476 699 2.1%
Depreciation / amortization exper (13,166 (13,420 254 1.9%
Operating incom 21,009 20,056 953 4.8%
Interest expens (1,278 (1,354 76 5.6%

Net income $ 19,731 $ 18,702 $1,029 5.504

(1) Excludes properties classified in discontinuedrafpens.

Rental incomeRental income increased slightly as a result dharease in rents at certain comparable propeftiethe three
months ended September 30, 201 4 compared tarése months ended September 30, 2013 . Rentahimaacludes non-cash
straight line rent adjustments totaling $ 871 ahd287 and net amortization of approximately $(7 @&d $(9 13 ) of above and
below market lease adjustments for the three maitied September 30, 2014 and 2013, respectively.

Property operating expensePBroperty operating expenses consist of propertyagement fees, real estate taxes, utility expense,
salaries and benefit costs of property level paershrrepairs and maintenance expense, cleaningisg@nd other direct costs of
operating properties. These expenses were corisistehe three months ended September 30, 20146aptember 30, 2013.

Net operating incomeNOI reflects the net changes in rental incomenogerty operating expenses described above. The
reconciliation of NOI to net income for our MOB seent for comparable properties is shown in theetalblove. Our definition of
NOI and our reconciliation of consolidated NOI &t income are included below under the heading “Bé®P Financial
Measures”.

Depreciation / amortization expensBepreciation / amortization expense decreasedgpiiyrbecause of a reduction in
amortization of acquired in place real estate Iedisat we amortize over the respective lease tgarfially offset by an increase
in the amortization of leasing costs.

Interest expenselnterest expense for our MOBs arises from mortghe# secured by certain of these properties. dEoeease in
interest expense is the result of the regularlydaled amortization of our mortgage debt.
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All other operations (1)

Three Months Ended September 3C

2014 2013 Change % Change

Rental income $ 4550 $ 4,336 $ 214 4.9%
Expenses

Depreciatior (948 (948 — —
General and administratiy (10,384 (7,798 (2,586 (33.2%
Acquisition related cost (15) (396 381 96.2%
Total expense (11,347 (9,142 (2,205 (24.1%
Operating los! (6,797 (4,806 (1,991 (41.4%
Interest and other incon 78 42 36 85.7%
Interest expens (25,855 (18,436 (7,419 (40.2%
Loss on early extinguishment of de — (692 692 100.0%
Loss before income tax expense and equity in egsrof an investe (32,574 (23,892 (8,682 (36.3%
Income tax expens (156, (125, (31) (24.8%
Equity in earnings of an invest 38 64 (26) (40.6%
Net loss $(32,692 $(23,953 $(8,739 (36.50

() All other operations includes our wellness cepfgrations that we do not consider a significagpasately reportable
segment of our business, corporate business &esiviind operating expenses that are not attriteutata specific reportable
segment

Rental income. Rental income increased due to scheduled rergases at certain of our wellness centers. Remtahie includes
non-cash straight line rent adjustments totalingreximately $138 and $ 262 for the three monthsedreptember 30, 2014 and
2013, respectively. Rental income also includesansdrtization of approximately $55 of acquired resthte leases and obligations
in both the three months ended September 30, 204 2@13.

Depreciation expenseDepreciation expense remained consistent as wedalichake any wellness center acquisitions or other
capital improvements in this segment for the thmeaiths ended September 30, 2014 and 2013 and veealjgrdepreciate our
long lived wellness center assets on a straighthesis .

General and administrative expens8eneral and administrative expenses consist efdad expenses of our trustees, fees paid to
RMR under our business management agreement, emuitgensation expense, legal and accounting fekstaer costs relating

to our status as a publicly owned company. Gerardladministrative expenses increased principally gesult of property
acquisitions made since July 1, 2013.

Acquisition related costsAcquisition related costs represent legal anddiligence costs incurred in connection with our
acquisition activity during the three months en8egitember 30, 2014 and 2013. Acquisition relatestisatecreased as a result of
less acquisition activity during the three monthdedl September 30, 2014 than the prior year period.

Interest and other incomeThe increase in interest and other income is@treémore investable cash during the period camgpa
to the prior year , partially offset by less diuwidieincome f rom our shares of EQC.

Interest expenselnterest expense increased due to our issuarp406f000 of 3.25% senior unsecured notes and $26@0
4.75% senior unsecured notes in April 2014 as astur May 2014 term loan borrowing of $350,00DIBOR plus 140 basis
points, partially offset by the prepayment of fouortgage loans in September 2013 encumbering foourowellness centers for
$10,377 with a weighted average interest rate fe6and lower borrowing costs and fees under owlveng credit facility.
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Loss on early extinguishment of debtln September 2013, we prepaid a mortgage loanrebering two of our properties for
$13,579 that had a maturity date later in 2013.ré¢erded a loss on early extinguishment of delfl&4 as a result of the
premium paid to prepay this mortgage prior to itgtumty date. In September 2013, we amended owlvieng credit facility,
resulting in a loss on early extinguishment of dzt$538.

Equity in earnings of an investeEquity in earnings of an investee represents oopgrtionate share of earnings from AIC.

Nine M onths Ended September 302014 Compared toNine M_onths Ended September 302013 (dollars in thousands):

Triple net leased senior living communities

All Properties Comparable Properties
As of and for the Nine Months As of and for the Nine Months

Ended September 30 Ended September 30

2014 2013 2014 2014
Total propertie: 218 223 217 217
# of units / bed: 24,383 24,939 24,233 24,233
Tenant operating data®
Occupancy 85.2% 85.1% 85.1% 85.6%
Rent coverag® NA 1.37» NA 1.39»

(1) Consists of triple net leased senior living comitias we have owned continuously since Januar¥132

(@) All tenant operating data presented are based tifgoaperating results provided b y our tenantsHerl2 months ended
June 30, 2014 and 2013 or the most recent prigogér which tenant operating results are avd#lab us. Rent coverage
is calculated as operating cash flow from our ¢ripét lease tenants’ operations of our propetiefare subordinated
charges, if any, divided by triple-net lease minimkents payable to us. We have not independentijied our tenants’
operating data. The table excludes data for psnibr to our ownership of some of these propgr

() As noted above, Five Star has not filed its 20fst &nd second quarter Quarterly Report s on Fid#®. As a result, we ¢
not provide rent coverage for the 12 months erJune 3(, 2014 for this tenant or the portfolio as a wh

Triple net leased senior living communities, athperties:

Nine Months Ended September 3C

2014 2013 Change % Change

Rental income $165,321 $170,794 $(5,473 (3.2%
Net operating income (NO 165,321 170,794 (5,473 (3.2%
Depreciation expens (46,525 (50,696 4,171 8.2%
Impairment of asse’ — (4,371 4,371 100.0%
Operating incom: 118,796 115,727 3,069 2.7%
Interest expens (19,307 (20,030 723 3.6%
Gain on sale of propertie 2,552 1,141 1,411 100.0%

Net income $102,041 $ 96,838 $ 5,203 5.404

Except as noted below under “Rental income”, weehaot included a discussion and analysis of thaltsesf our comparable
properties data for the triple net leased senimdi communities segment as we believe that a cosgaof the results for our
comparable properties for our triple net leasedosdiving communities segment is generally coresistfrom period to period and
a separate, comparable properties comparison imeahingful.
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Rental incomeRental income decreased primarily due to the daleeotwo rehabilitation hospitals during the fduguarter of
2013, a senior living community in the third quadé&2013, a senior living community in the firatarter of 2014 and two senior
living communities in the second quarter of 201HisTdecrease was partially offset by increasedsnersiulting from our purchase
of approximately $ 50,984 of improvements madeuopoperties that are leased by Five Star singealg 1, 2013. Rental
income increased year over year on a comparabjeepyobasis by $ 3,394 , primarily as a resultafimprovement purchases at
certain of the 217 communities we have owned cantisly since January 1, 2013 and the resultingeaszd rent, pursuant to the
terms of the leases.

Net operating incomeNOI decreased because of the changes in rentahieclescribed above. We do not incur property
operating expenses at our triple net leased séwiog communities, as these expenses are paidibyemants. Accordingly, rental
income is the same as NOI. The reconciliation ofl Onhet income for our triple net leased senieiny communities segment is
shown in the table above. Our definition of NOfanur consolidated reconciliation of NOI to netante are included below in
“Non-GAAP Financial Measures”.

Depreciation expenseDepreciation expense recognized in this segmearedsed as a result of the sale of the two reltetinlin
hospitals during the fourth quarter of 2013, a@eliving community in the third quarter of 2013senior living community in the
first quarter of 2014 and two senior living comnties in the second quarter of 2014. This decreasepartially offset by our
purchase of improvements made to our propertidsatiedeased by Five Star since January 1, 2013.

Impairment of asset®uring the nine months ended September 30, 2013euvarded impairment of assets charges of $4,371 to
reduce the carrying value of four of our senioimigZproperties classified as held for sale as pt&aber 30, 2013 to their
estimated net sale price.

Interest expenselnterest expense for our triple net leased sdivimig communities arises from mortgage debt sedimecertain

of these properties. The decrease in interestresepis the result of the prepayment of four loarthé second quarter of 2013 that
had a total principal balance of $10,377 and a lteijaverage interest rate of 6.1%, as well asetpelarly scheduled
amortization of our mortgage debt.

Gain on sale of propertiesGain on sale of properties is a result of the e&tene senior living community in January 2014 gtw
senior living communities in June 2014 , and omeadiving community in August 2013 .

Managed senior living communities

All Properties Comparable Properties ®
As of and for the Nine Months  As of and for the Nine Month:
Ended September 30 Ended September 30
2014 2013 2014 2013
Total propertie: 44 40 39 39
# of units / bed: 7,051 6,771 6,678 6,678
Occupancy 88.5% 87.3% 88.3% 87.3%
Average monthly rat $ 4,185 $ 4217 $ 4231 $ 4,220

(1) Consists of managed senior living communities aeehowned continuously since January 1, 2013.
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Managed senior living communities, all properties

Nine Months Ended September 3C

2014 2013 Change % Change
Residents fees and servic $ 237,740 $ 224,634 $13,106 5.8%
Property operating expens (182,742 (173,844 (8,898 (5.1%
Net operating income (NO 54,998 50,790 4,208 8.3%
Depreciation expens (24,494 (21,128 (3,366 (15.9%
Operating incom 30,504 29,662 842 2.8%

(8210 (9,196 986  10.7%
$ 22,294 $ 20466 $ 1,828 8.995

Interest expens
Net income

Residents fees and servicResidents fees and services are the revenues edroedmanaged senior living communities. We
recognize these revenues as services are providegincrease in residents fees and services phymelates to the acquisition of
five managed senior living communities since JaypdaR013.

Property operating expensePBroperty operating expenses include expensesrettat our managed senior living communities
and they consist of management fees, real esteds, tatility expense , insurance , salaries anefitsrof property level personnel,
repairs and maintenance expense, cleaning expadsetlzer direct costs of these operating properiibe increase in property
operating expenses primarily relates to the acipiisof five managed senior living communities rlanuary 1, 2013.

Net operating incomeNOI increased because of the changes in resifisggsand services and property operating expenses
described above. The reconciliation of NOI toinebme for our managed senior living communitiegnsent is shown in the
table above. Our definition of NOI and our recdiation of consolidated NOI to net income are imt#d below under the heading
“Non-GAAP Financial Measures”.

Depreciation expenseDepreciation expense increased primarily as dtrebacquisitions of managed senior living comniigs
since January 1, 2013.

Interest Expensénterest expense for our managed senior living canities arises from mortgage debt secured by cedfathese
properties. Interest expense decreased as a ot repayment of two loans at maturity in teeand quarter of 2014 that had a
total principal balance of $35,300 and a weightestage interest rate of 5.8%, as well as reguksheduled amortization of our
mortgage debt.

Managed senior living communities, comparable prilgg(managed senior living communities we have ownetdicaously
since January 1, 2013):

Nine Months Ended September 3C

2014 2013 Change % Change
Residents fees and servic $ 227,102 $ 223,923 $ 3,179 1.4%
Property operating expens (174,631 (173,223 (1,408 (0.8)%
Net operating income (NO 52,471 50,700 1,771 3.5%
Depreciation expens (22,306 (21,010 (1,296 (6.2%
Operating incom 30,165 29,690 475 1.6%
Interest expens (8,210 (9,196 986 10.7%

Net income

$ 21,955 $§ 20,494

$ 1,461

7.104
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Residents fees and servicée recognize residents fees and services as semtegrovided. Our residents fees and services
increased year over year on a comparable propeasig because of an increase in occupancy and &veadly rate at the 39
communities we have owned cont inuously since Jgnlia2013.

Property operating expensePBroperty operating expenses consist of propertyagement fees, real estate taxes, utility expense ,
insurance , salaries and benefit costs of propevil personnel, repairs and maintenance expelesming expense and other
direct costs of operating properties. Propertyratieg expenses increased principally becausdgiftshcreases in utility

expenses, real estate taxes, insurance, and dteer cbsts of operating properties.

Net operating incomeNOI increased because of the net changes in rdsifies and services less the property operatipgnses
described above. The reconciliation of NOI toinebme for our managed senior living communitiegnsent, comparable
properties, is shown in the table above. Our d&fimof NOI and our consolidated reconciliationd®l to net income are
included below in “Non-GAAP Financial Measures”.

Depreciation expenseDepreciation expense increased as a result ghunchase of improvements at these properties.

Interest expensénterest expense for our managed senior living camities arises from mortgage debt secured by cedfaihese
properties. Interest expense decreased as a oésidt repayment of two loans at maturity in  $eeond quarter of 2014 that had
a total principal balance of $35,300 and a weiglateztage interest rate of 5.8%, as well as regutatheduled amortization of our
mortgage debt.

MOBs:
All Properties @ Comparable Properties @
As of and for the Nine Months  As of and for the Nine Months
Ended September 30 Ended September 30
2014 2013 2014 2013
Total propertie: 98 93 90 90
Total buildings 122 116 112 112
Total square fee® 9,142 7,819 7,497 7,497
Occupancy® 95.6% 95.0% 94.8% 94.8%

(1) Excludes properties classified in discontinuedrapens.
(2 Consists of MOBs we have owned continuously sitereiary 1, 2013.
() Prior periods exclude space remeasurements maihg dibe periods presented.

() MOB occupancy includes (1) space being fittedfoubccupancy pur suant to existing leases andsfce which is leased,

but is not occupied or is being offered for subdelag tenants
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MOBs, all properties

Nine Months Ended September 3C

2014 2013 Change % Change

Rental income $198,589 $152,492 $ 46,097 30.2%
Property operating expens (57,555 (49,049 (8,506 (17.3%
Net operating income (NO 141,034 103,443 37,591 36.3%
Depreciation / amortization exper (61,269 (39,804 (21,465 (53.9%
Operating incom 79,765 63,639 16,126 25.3%
Interest expens (4,328 (4,103 (225 (5.5)%

Income from continuing operatiol 75,437 59,536 15,901 26.7%
Discontinued operation

Income from discontinued operatic 1,484 3,762 (2,278 (60.6%

Impairment of assets from discontinued operat (117, (27,896 27,779 99.6%
Net income $ 76,804 $ 35,402 $ 41,402 116.90

Rental incomeRental income increased primarily because of rieata eight MOBs (ten buildings) we acquired for eppmately
$1,275,553 since January 1, 2013. Rental incokiades non-cash straight line rent adjustmengding $6,198 and $ 4,416 and
net amortization of approximately $ 945 and $( 8,835f above and below market lease adjustmenthénine months ended
September 30, 2014 and 2013, respectively.

Property operating expenseBroperty operating expenses consist of propertyagement fees, real estate taxes, utility expense,
salaries and benefit costs of property level perebmepairs and maintenance expense, cleaningisg@nd other direct costs of
operating properties. Property operating expemseased primarily because of our MOB acquisitisinge January 1, 2013.

Net operating incomeNOI increased because of the changes in rentalrir@nd property operating expenses described
above. The reconciliation of NOI to net income doir MOB segment is shown in the table above. d&dinition of NOI and our
reconciliation of consolidated NOI to net income arcluded below under the heading “Non-GAAP Finanigleasures”.

Depreciation / amortization expensBepreciation / amortization expense increasedamilynbecause of our MOB acquisitions
since January 1, 2013.

Interest expenselnterest expense for our MOBs arises from mortgieds secured by certain of these properties. iftrease in
interest expense is the result of our assumptidg16f630 of mortgage debt in connection with owpuésition of one MOB since
January 1, 2013 with an interest rate of 6.3%,jg@artoffset by the regularly scheduled amortizataf our mortgage debt.

Income from discontinued operatioscome from discontinued operations relates tootie MOB (four buildings) classified as
held for sale as of September 30, 2014 as weli@sno MOBs (two buildings) sold in the second d¢eraof 2014 and one MOB
(one building) sold in the third quarter of 201Bhe decrease in income is primarily due to the shtevo MOBs (two buildings)

during the second quarter of 2014 and one MOB fuiileling) sold in the third quarter of 2014 .

Impairment of assets from discontinued operati@nging the nine months ended September 30, 2014ev@ded net impa
irment of assets charges of $117 to reduce thgingrvalue of one o f our MOBs (four buildings)its estimated net sale price ,
partially offset by writing the carrying value ohtee of our MOBs (three buildings) up to their s&le prices. During the nine
months ended September 30, 2013, we recorded imeairof assets charges of $27,896 to reduce thgmgwalue of four of our
MOBs (seven buildings) to their estimated net paiees.
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MOBs, comparable properti¢s!OBs we have owned continuously since Januar¥13Ru):

Nine Months Ended September 3C

2014 2013 Change % Change

Rental income $149,002 $147,852 $1,151 0.8%
Property operating expens (48,904 (48,063 (841 (1.7%
Net operating income (NO 100,09¢ 99,789 310 0.3%
Depreciation / amortization exper (37,779 (38,179 400 1.0%
Operating incom 62,320 61,610 710 1.2%
Interest expens (3,910 (4,081 171 4.2%

Net income $ 58,410 $ 57,529 $ 881 1.50

(1) Excludes properties classified in discontinuedrafpens.

Rental incomeRental income increased slightly as a result dharease in rents at certain of our comparapleperties for the
nine months ended September 30, 201 4 compartée wwine months ended September 30, 2013 . Rantahe includes non-
cash straight line rent adjustments totaling $383d $4,179 and net amortization of approximat¢|2,866 ) and $( 2,777 ) of
above and below market lease adjustments for trembonths ended September 30, 2014 and 2013, tieghec

Property operating expensePBroperty operating expenses consist of propertyagement fees, real estate taxes, utility expense,
salaries and benefit costs of property level paershrrepairs and maintenance expense, cleaningisg@nd other direct costs of
operating properties. Property operating expemsgeased principally because of increases intykpenses from unusually

cold temperatures, landscaping (which includes sremoval), repairs and maintenance expense andditieet costs of operating
properties experienced during the 2014 period.

Net operating incomeNOI reflects the net changes in rental income@ogerty operating expenses described above. The
reconciliation of NOI to net income for our MOB seent for comparable properties is shown in theetalblove. Our definition of
NOI and our reconciliation of consolidated NOI &t income are included below under the heading “Bé®P Financial
Measures”.

Depreciation / amortization expensBepreciation / amortization expense decreasettbfigrimarily because of a reduction in
amortization of acquired in place real estate Igdisat we amortize over the respective lease tgyartially offset by an increase
in the amortization of leasing costs.

Interest expenselnterest expense for our MOBs arises from mortghe# secured by certain of these properties. dEoeease in
interest expense is the result of the regularlydaled amortization of our mortgage debt.
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All other operations (1)

Nine Months Ended September 3C

2014 2013 Change % Change

Rental income $ 13,429 $13,182 $ 247 1.9%
Expenses

Depreciatior (2,844 (2,844 — —
General and administratiy (28,250 (24,615 (3,635 (14.8%
Acquisition related cost (2,649 (2,590 (59) (2.3)%
Impairment of asse’ — (1,304 1,304 100.0%
Total expense (33,743 (31,353 (2,390 (7.6)%
Operating los: (20,314 (18,171 (2,143 (11.8%
Interest and other incon 336 612 (276) (45.1%
Interest expens (67,368 (55,207 (12,161 (22.0%
Loss on early extinguishment of de — (797, 797 100.0%
Loss before income tax expense and equity in egsrofian investe (87,346 (73,563 (13,783 (18.7%
Income tax expens (502 (405) 97) (24.0%
Equity in earnings of an invest 59 219 (160 (73.1%
Net loss $(87,789 $(73,749 $(14,040 (19.0'0

(1) All other operations includes our wellness cenfezrations that we do not consider a significagpasately reportable segm
ent of our business, corporate business activiied,operating expenses that are not attributatdespecific reportable
segment

Rental income. Rental income increased due to scheduled rergases at certain of our wellness centers. Rertahie includes
non-cash straight line rent adjustments totalingreximately $ 413 and $ 992 for the nine monthseenBeptember 30, 2014 and
2013, respectively. Rental income also includesrémation of approximately $1 65 of acquired resiage leases and obligations
in both the nine months ended September 30, 20d261h3.

Depreciation expenseDepreciation expense remained consistent as ¥en@ no wellness center acquisitions or other abpit
improvements in this segment for the nine monttdedrSeptember 30, 2014 and 2013 and we genergigdate our long lived
wellness center assets on a straight line basis .

General and administrative expeng8eneral and administrative expenses consist sfdad expenses of our trustees, fees paid to
RMR under our business management agreement, enuitpensation expense, legal and accounting feksther costs relating

to our status as a publicly owned company. Gersrdladministrative expenses increased principally eesult of property
acquisitions made since January 1, 2013, partidfet by property sales during the same period.

Acquisition related costsAcquisition related costs represent legal anddiligence costs incurred in connection with our
acquisition activity during the nine months endegit®mber 30, 2014 and 2013. Acquisition relatedsdosreased as a result of
more MOB acquisition activity during the nine mositmded September 30, 2014 than the prior yeasgeri

Impairment of assetdDuring the nine months ended September 30, 2013eearded an impairment of assets charge of $1,304
related to one property to reduce its carrying @dulits estimated net sale price.

Interest and other incomeThe decline in interest and other income refleetiiced interest earned as a result of reducedettivli

income from the 250,000 common shares of EQC tleabwin for the 2014 period compared with the 20Ir®geas well as less
investable cash during the period.
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Interest expenselnterest expense increased due to our issuar406f000 of 3.25% senior unsecured notes and $26@0
4.75% senior unsecured notes in April 2014 as astur May 2014 term loan borrowing of $350,00DIBOR plus 140 basis
points, partially offset by the prepayment of fouortgage loans in September 2013 encumbering foomrowellness centers for
$10,377 with a weighted average interest rate fe€and lower borrowing costs and fees under owlveng credit facility.

Loss on early extinguishment of debi.June 2013, we prepaid four mortgage loans ebeuimg four of our wellness center
properties for $10,377 that had maturity datesOib3 In September 2013, we prepaid a mortgagednanmbering two of our
properties for $13,579 that had a maturity daterlat 2013. As a result of the premiums paid tppyethese mortgages, we
recorded an aggregate loss on early extinguishofadebt of $259. In September 2013, we amendedemalving credit facility,
resulting in a loss on early extinguishment of dzt$538.

Equity in earnings of an investeg&quity in earnings of an investee represents oypqrtionate share of earnings from AIC.
Non-GAAP Financial Measures (dollars in thousandsexcept per share amounts)

We provide below calculations of our funds from gti®ns, or FFO, Normalized FFO and NOI for theethand nine
months ended September 30, 2014 and 2013. Thessunes should be considered in conjunction withineetme, operating
income and cash flow from operating activities esspnted in our condensed consolidated statemeimsome and
comprehensive income and condensed consolidatenrsats of cash flows. These measures do notsemireash generated by
operating activities in accordance with GAAP andwtli not be considered as alternatives to net imG@perating income or cash
flow from operating activities, determined in aatance with GAAP, or as indicators of our finangiatformance or liquidity, nor
are these measures necessarily indicative of gifficash flow to fund all of our needs. Other RE#Nd real estate companies
may calculate FFO, Normalized FFO or NOI differgriian we do.

Funds From Operations and Normalized Funds Fromr@ens

We calculate FFO and Normalized FFO as shown béfé\@ is calculated on the basis defined by thedWati
Association of Real Estate Investment Trusts, oREAT, which is net income, calculated in accordanith GAAP, excluding
any gain or loss on sale of properties and impaitroéreal estate assets, plus real estate defiogcand amortization, as well as
certain other adjustments currently not applicables. Our calculation of Normalized FFO differsrfr NAREIT’s definition of
FFO because we include estimated percentage réme jperiod to which we estimate that it relatekegathan when it is
recognized as income in accordance with GAAP armtleer acquisition related costs, gain or loss oty extinguishment of debt,
gain or loss on lease terminations, estimated bssimanagement incentive fees and loss on impdaiwhérangible assets, if
any. We consider FFO and Normalized FFO to be apf@ie measures of operating performance for a R&bing with net
income, operating income and cash flow from opeggéictivities. We believe that FFO and Normaliz&®Fprovide useful
information to investors because by excluding tifiects of certain historical amounts, such as dgpt®n expense, FFO and
Normalized FFO may facilitate a comparison of operating performance between periods and with d®f#if's. FFO and
Normalized FFO are among the factors considerealipyBoard of Trustees when determining the amofidistributions to our
shareholders. Other factors include, but are natéd to, requirements to maintain our status REH, limitations in our
revolving credit facility agreement, term loan agrent and public debt covenants, the availabilitstedt and equity capital, our
expectation of our future capital requirements eperating performance, and our expected needs\aildlaility of cash to pay
our obligations.
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Our calculations of FFO and Normalized FFO forttivee and nine months ended September 30, 20120r&land
reconciliations of net income, the most directlynparable financial measure under GAAP reporteduiincondensed consolidated
financial statements, to FFO and Normalized FFQeapn the following table.

Three Months Ended Nine Months Ended
September 30 September 30
2014 2013 2014 2013

Net income $ 37,112 $ 38,125 $113,35C $ 78,957
Depreciation expense from continuing operati 50,074 38,473 135,132 114,472
Depreciation expense from discontinued operat — — — 799
Gain on sale of propertie — (1,141 (2,552 (1,141
Impairment of assets from continuing operati — — — 5,675
Impairment of assets from discontinued operat (216 — 117 27,896
FFO 86,970 75,457 246,047 226,658
Estimated business management incentive® — — — 75
Acquisition related costs from continuing operas 15 396 2,649 2,590
Loss on early extinguishment of de — 692 — 797
Percentage rent adjustm¢® 2,600 2,300 7,600 6,800
Normalized FFC $ 89,585 $ 78,845 $256,29€ $236,92C
Weighted average shares outstanc 203,792 188,102 197,317 186,942
FFO per shar $ 043 $ 040 $ 125 § 1.21
Normalized FFO per sha $ 044 $ 042 $ 130 $ 127
Net income per shal $ 018 $ 020 $ 057 $ 042
$ 039 $ 039 $ 117 $§ 1.17

Distributions declared per she

() Amounts represent estimated incentive fees unaiebasiness management agreement payable in corsinaoes after the
end of e ach calendar year calculated: (1 ) pa@14 based upon increases in annual Normaliz&lgef share and
(2) beginning in 2014 based on common share totaimetin calculating net income in accordance B#HhAP, we recogniz
estimated business management incentive fee expgéasg, each quarter. Although we recognize &éxipense , if angact
quarter for purposes of calculating net incomegdaaot include these amounts in the calculatioN@imalized FFO until th
fourth quarter, which is when the actual expensewarhfor the year is determined. Adjustments weaglento prior period
amounts to conform to the current period NormalizE® calculation

() In calculating net income in accordance with GAMR, recognize percentage rental income receivethéofirst, second and
third quarters in the fourth quarter, which is whadircontingencies are met and the income is earAdtthough we defer
recognition of this revenue until the fourth quafta purposes of calculating net income, we ineltidese estimated amounts
in our calculation of Normalized FFO for each qaadf the year. The fourth quarter Normalized Ffa@ulation excludes
the amounts included during the first three quar

Property Net Operating Income (NOI)

We calculate NOI as shown below. We define NOlnasime from our real estate less our property ojpgraixpenses.
NOI excludes amortization of capitalized tenantiayement costs and leasing commissions. We conki@é&ito be an
appropriate supplemental measure to net incomeusedamay help both investors and managemamderstand the operations
of our properties. We use NOI internally to evaduidividual and company wide property level parfance, and we believe that
NOI provides useful information to investors regagdour results of operations because it reflentg those income and expense
items that are incurred at the property level aag facilitate comparisons of our operating perfanomebetween periods and with
other REITs. The calculation of NOI excludes cer@dmponents of net income in order to providelteshat are more closely
related to our properties’ results of operations.
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The calculation of NOI by reportable segment iduded above in this Item 2. The following tablelirdes the
reconciliation of our consolidated NOI to net inaarnthe most directly comparable financial measuetu GAAP reported in our
condensed consolidated financial statements, #ottttee and nine months ended September 30, 2@120413.

Three Months Ended Nine Months Ended
September 30 September 30
2014 2013 2014 2013

Reconciliation of NOI to Net Income:
Triple net leased communities N $ 55,266 $ 57,073 $ 165,321 $ 170,794
Managed communities NC 17,929 17,238 54,998 50,790
MOB NOI 56,422 33,889 141,034 103,443
All other operations NO 4,550 4,336 13,429 13,182

Total NOI 134,167 112,536 374,782 338,209
Depreciation expens (50,074 (38,473 (135,132 (114,472
General and administrative expel (10,384 (7,798 (28,250 (24,615
Acquisition related cost (15) (396) (2,649 (2,590
Impairment of asse’ — — — (5,675

Operating incom: 73,694 65,869 208,751 190,857
Interest and other incon 78 42 336 612
Interest expens (36,201 (29,405 (99,213 (88,536
Loss on early extinguishment of de — (692 — (797

Income before income tax expense and equity iniegsrof an investe 37,571 35,814 109,874 102,136
Income tax expens (156) (125 (502 (405;
Equity in earnings of an invest 38 64 59 219

Income from continuing operatiol 37,453 35,753 109,431 101,95C
(Loss) income from discontinued operatic (557, 1,231 1,484 3,762
Impairment of assets from discontinued operat 216 — (117 (27,896

Income before gain on sale of ass 37,112 36,984 110,798 77,816
Gain on sale of asse — 1,141 2,552 1,141

Net income $ 37,112 $ 38,125 $ 113,350 $ 78,957

LIQUIDITY AND CAPITAL RESOURCES

Rental income and residents fees and servicesuesdrom our leased and managed properties andviags under our
revolving credit facility are our principal sourceffunds to pay operating expenses, debt servidedastributions to
shareholders. We believe that our operating dashwill be sufficient to meet our operating expessnd debt service and pay
distributions on our shares for the next 12 moatis for the foreseeable future thereafter. Owréutash flows from operating
activities will depend primarily upon our abilitg:t

« maintain or improve the occupancy of, and the eumrental rates and resident fees and servicesiaproperties;
« control operating cost increases at our propestiesother expenses ; and

« purchase additional properties which produce clastsfin excess of our cost of acquisition capitad aroperty operatin
expenses
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Our Operating Ligquidity and Resources

We generally receive minimum rents monthly or gerdytfrom our tenants, we receive percentage ffeois our triple
net leased senior living community tenants monthligrterly or annually and we receive residents &l services revenues, net
of expenses, from our managed senior living comtresyimonthly. During the nine months ended Septerb, 2014 and 2013,
we generated $ 281.5 million and $ 248.2 milli@spectively, of cash from operations. The incréaseir cash from operations
over the prior year primarily resulted from our peaty acquisitions, as further described below.

Our Investment and Financing Liquidity and Resosirce

At September 30, 2014, we had $ 80.8 million ohcaisd cash equivalents and $750.0 million avail&dblorrow under
our revolving credit facility. We expect to useshdalances, borrowings under our revolving criedility, net proceeds from our
property sales, net proceeds from offerings oftyqui debt securities and the cash flow from owragions to fund our
operations, debt repayments, distributions, fupiogerty acquisitions and expenditures relatetiéorépair, maintenance or
renovation of our properties and for other genkuainess purposes. We believe such amounts wéliffigient to fund these
activities for the next 12 months and the foreskehaliure thereafter.

In order to fund acquisitions and to meet cash sdlegt may result from timing differences betweanreceipts of rents
and our need or desire to make distributions orgg®rating or capital expenses, we maintain a $75fllion unsecured
revolving credit facility with a group of lenderBhe maturity date of our revolving credit facilisyJanuary 15, 2018 and, subject
to the payment of an extension fee and meetingiceother conditions, we have an option to extéredstated maturity date of our
revolving credit facility by one year to January, 2819. In addition, our revolving credit facilitycludes a feature under which
maximum borrowings may be increased to up to $illibrbin certain circumstances. Borrowings undar cevolving credit
facility bear interest at LIBOR plus a premium, alinivas 130 basis points as of September 30, 20&4l¥% pay a facility fee of
30 basis points per annum on the total amountrafitey commitments under our revolving credit fagilBoth the interest rate
premium and the facility fee are subject to adjusttrbased upon changes to our credit ratings. Wéeaow, repay and
reborrow funds available under our revolving créadility until maturity, and no principal repayntea due until maturity. As of
September 30, 2014, the interest rate payable nowimgs under our revolving credit facility wa#th %. As of both September
30, 2014 and November 3, 2014, we had no amounssamding and $750.0 million available under mwotving credit facility.
We also have sometimes assumed mortgage debtmecion with our acquisitions and we may do sdfuture. For more
information, see Note 5 to our condensed cons@dlfihancial statements included in Part I, Iteof this Quarterly Report on
Form 10-Q.

When significant amounts are outstanding underewslving credit facility or as the maturity datfsour revolving
credit facility and term debts approach, we intemdxplore alternatives for the repayment of amsuloe. Such alternatives may
include incurring additional debt, issuing new égsiecurities, extending the maturity date of @wolving credit facility and
entering into a new credit facility. We currenitigve an effective shelf registration statementaliatvs us to issue public
securities on an expedited basis, but it does smira that there will be buyers for such securities

In October 2014, we prepaid at par our $14 .7 amilliloan incurred in connection with certain ravemonds schedule d
to mature on December 1, 2027. That loan had andst rate of 5.875%.

In October 2014, we repaid a mortgage note thairebered one of our properties that had a prindipknce of $ 11.9
million and a n interest rate of 6.25 %.

In April 2014, we acquired one MOB (one buildingy Bipproximately $32.7 million, including the asstion of

approximately $15.6 million of mortgage debt, amdleding closing costs. The MOB is located in &g:and includes 125,240
square feet. We funded this acquisition using ceshand and borrowings under our revolving creatiflity.
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In May 2014, we acquired one MOB (two buildings) &pproximately $1.125 billion, excluding closingsts. This MOB
is located in Massachusetts and includes 1,651g63% building square feet. We funded this acdaisitsing the proceeds of
equity and debt offerings and borrowings underreuolving credit facility.

In July 2014, we entered into an agreement to aeauie senior living community for approximately $7million ,
excluding closing costs; this senior living comntyri located in Jackson, Wisconsin and includeadsisted living units. In
September 2014, we entered into an agreement toraane senior living community for approximat&§0.4 m illion, excluding
closing costs; this senior living community is laedin Madison, Wisconsin and includes 176 indepehdand assisted living
units. The closings of these acquisitions are ogetit upon other customary closing conditions; ademly, we may not
purchase one or both of these properties, theshases may be delayed or the terms of these paxhamy change. If these
acquisitions are completed, we expect that Five \Bithmanage these communities for our accounspant to long term
management agreements.

In August 2014, we entered into an agreement wighgdr Sub pursuant to which we have agreed to scthe entities owning 23
healthcare properties, which we classify as prigeleased to MOBs, for approximately $539.0 millimcluding the assumption
of approximately $30.0 million of mortgage debteTMOBSs contain approximately 2.2 million squaret #&ed are located in 12
states. SIR has announced that it has agreemjtora CCIT that, through its subsidiaries, owressMMOBs we have agreed to
acquire from SIR. SIR's acquisition of CCIT woulg fursuant to an agreement and plan of merger a@bhgverger Sub and
CCIT, which provides for the merger of CCIT withdaimto Merger Sub, with Merger Sub surviving as 'SiWholly owned
subsidiary. The closing of this acquisition is contingent up@mious conditions, including the completion of SIRcquisition of
CCIT; accordingly, we may not purchase some oofahese properties, these purchases may be deteytkd terms of these
purchases may change. We currently expect to thmgurchase price using cash on hand and drawimdgr our unsecured
credit facility. On a longer term basis, we expedinance this acquisition with an appropriate mixdebt and equity capital,
depending on the cost of such financings and funagket conditions.

As of September 30, 2014, we had eight propertielsiuildings) held for sale, including seven sefiidng communities
with 552 units and one MOB (four buildings) witt23 ,541 square feet. We decided to sell these piepdecause of what we
believe to be unattractive conditions in the mastetwhich these properties are located or in wkhigly operate. In aggregate, the
seven senior living communities that are held fde seceive a majority of their revenues from gowneent funded programs, such
as Medicare and Medicaid payments. All seven cdgtmommunities are leased to Five Star , and os feom Five Star will be
reduced if and as these sales occur, as determpirsdant to our leases with Five Star. The eigbperties ha d a net book value
(after impairment) of $ 12.9 million as of SeptemB®, 2014. In October 2014, we sold one of theéosdiving communities that
was held for sale as of September 30, 2014, f@3billion. Also in October 2014, we sold two oétkenior living communities
that were held for sale as of September 30, 2@t45.9 million. We are in the process of offerthg remaining five properties
for sale, but we can provide no assurance as towhi sales of these properties will occur or e terms of any sale may
provide. During the nine months ended Septembe2@D4, we recorded net impairment of assets chaig®9.1 million to adjust
the carrying value of four MOBs (one property belvgdd for sale and t hree properties which we sioiduded in discontinued
operations to their aggregate estimated net sale.gfor more information about these completedmendling acquisitions and
potential sales, see Note 3 to our condensed ddased financial statements appearing in Item vabo

During the three and nine months ended Septemh&@03@, pursuant to the terms of our existing Isagi¢h Five Star,
we purchased $ 6.4 million and $ 23.8 million, exgjvely, of improvements to our properties leaseHive Star, and, as a result,
the annual rent payable to us by Five Star incithgeapproximately $0.5 million and $1. 9 millimespectively. We used cash
on hand to fund these purchases.
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During the three and nine months ended Septemh&03@ and 2013, amounts capitalized for leasirsgscand building
improvements at our MOBs and our capital expenegat our managed senior living communities werfeléswvs (dollars in
thousands):

Three Months Ended Nine Months Ended

September 30 September 30
2014 2013 2014 2013
MOB tenant improvemen® @ $ 2294 $ 1,066 $ 5431 $ 2,037
MOB leasing cost®® 907 2,490 2,882 3,336
MOB building improvement®® 1,813 1511 4,847 3,872
Managed senior living communities capital improvets: 2,509 2,612 7,041 8,331
Development, redevelopment and other activ® 4,206 2,965 12,472 9,597
Total capital expenditure $11,729 $10,644 $32,673 $27,173

(1) Excludes expenditures at properties classifiedisnontinued operations.

(2 MOB tenant improvements generally include camitgienditures to improve tenansgace or amounts paid directly to ten.
to improve their spac

(3 MOB leasing costs generally include leasing relatests, such as brokerage commissions and othemttenducements.

(4)  MOB building improvements generally include expiémes to replace obsolete building componentseaueénditures that
extend the useful life of existing ass¢

() Development, redevelopment and other activitiegegaly include (1 ) major capital expenditurest thi@ identified at the
time of a property acquisition and incurred withishort period after acquiring the property; anil f#ajor capital expenditu
projects that reposition a property or result ivrswurces of revenu

During the three months ended September 30, 2@Mmitments made for expenditures in connection \e#ising space
in our MOBs, such as tenant improvements and lga=ists were as follows (dollars and square fetitdnsands, except per
square foot amounts):

New
Leases Renewals Total

Square feet leased during the qua 25 53 78
Total leasing costs and concession commitm® $1,716 $ 740 $2,456
Total leasing costs and concession commitmentsqeare foo® $68.64 $ 13.96 $31.49
Weighted average lease term (ye® 8.3 5.4 6.3
Total leasing costs and concession commitmentsqeare foot per yei® $827 $ 259 $5.00

@) Includes commitments made for leasing expenditanesconcessions, such as tenant improvements)dez@mmissions,
tenant reimbursements and free rent. Excludes ejpees at properties classified in discontinuedrafions

(2 Weighted based on annualized rental income putsoaxisting leases as of September 30, 2014, divy straight line rent
adjustments and estimated recurring expense regameants and excluding lease value amortiza

On February 21, 2014, we paid a distribution to wem shareholders of $0.39 per share, or approxiynd#3,386, that
was declared on January 3, 2014 and was payableateholders of record on January 13, 2014.

On May 21, 2014, we paid a distribution to commbarsholders of $0.39 per share, or approximateBy397, that was
declared on April 2, 2014 and was payable to stwdelns of record on April 14, 2014.

On August 21, 2014, we paid a distribution to comrabareholders of $0.39 per share, or approxim&@dy469, that
was declared on July 7, 2014 and was payable telsblalers of record on July 18, 2014.
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On October 2, 2014, we declared a distributiorappég/to common shareholders of record on Octobg20%4, of $0.39
per share, or approximately $79, 515 . We expepajothis distribution on or about November 21,£20%ing cash on hand and
borrowings under our revolving credit facility.

In April 2014, we issued 15,525,000 common sharespublic offering, raising net proceeds of apprmtely $323.3
million, after underwriting discounts but beforeperses. We used the net proceeds from this offésingpay borrowings
outstanding under our revolving credit facility diod general business purposes, including fundiegacquisitions described
above.

In April 2014, we sold $400.0 million of 3.25% seniinsecured notes due 2019 and $250.0 million%t§% senior
unsecured notes due 2024, raising net proceedspobximately $644.9 million, after underwriting d@unts but before expenses.
We used the net proceeds of this offering for galnausiness purposes, including funding the actiois described above.

On May 30, 2014, we entered into an agreement patgo which we obtained a $350.0 million unsecuezth loan. Our
term loan matures on January 15, 2020, and is pabp@without penalty at any time. In additionr t&rm loan includes a feature
under which maximum borrowings may be increasagptto $700.0 million in certain circumstances. @m loan bears interest
at a rate of LIBOR plus a premium of 140 basisitsathat is subject to adjustment based upon adwmtgour credit ratings. As of
September 30, 2014, the interest rate payable nowimgs under our term loan was 1.55%. We usechét@roceeds of our term
loan to repay amounts outstanding under our remgleredit facility, to repay mortgage notes andgeneral business purposes.

We believe we will have access to various typefinaincings, including equity or debt offerings,ftmd our future
acquisitions and to pay our debts and other olitigatas they become due. Our ability to completethe costs of our future debt
transactions will depend primarily upon market dtinds and our credit ratings. We have no contk@ranarket conditions. Our
credit ratings depend upon evaluations by crediitigaagencies of our business practices and pladsia particular, whether we
appear to have the ability to maintain our earneags service our debt funding obligations, to spagedebt maturities and to
balance our use of equity and debt capital soahafinancial performance and leverage ratios dffos flexibility to withstand any
reasonably anticipatable adverse changes. We intecmhduct our business activities in a mannectviiill continue to afford us
reasonable access to capital for investment amahding activities. However, there can be no assaréimt we will be able to
complete any equity or debt offerings or that aest®f any future public or private financings witht increase.

Off Balance Sheet Arrangements

As of September 30, 2014, we had no off balancetsireangements that have had or that we expedtivbeureasonably
likely to have a future material effect on our ficéal condition, changes in financial conditiorveaues , expenses, results of
operations, liquidity, capital expenditures or tajpiesources.

Debt Covenants

Our principal debt obligations at September 3042@&re: (1) six public issuances of unsecured serates, including:
(a) $250.0 million principal amount at an annuaiast rate of 4.30% due 2016, (b) $400.0 milliding@pal amount at an annual
interest rate of 3.25% due 2019, (c) $200.0 milfimcipal amount at an annual interest rate 5% due 2020, (d) $300.0
million principal amount at an annual interest rat®.75% due 2021, (e) $250.0 million principalamt at an annual interest rate
of 4.75% due 2024 and (f) $350.0 million principatount at an annual interest rate of 5.625% du&;2@% our $350.0 million
principal amount term loan; and (3) $ 652.4 millaggregate principal amount of mortgages secuyet¥of our properties (50
buildings) with maturity dates from 201 5 to 2048/e had no amounts outstanding under our unsecevedving credit facility as
of September 30, 2014. We also had two propertibgst to capital leases totaling $12.9 milliorSaptember 30, 2014. Our
unsecured senior notes are governed by an indefesindenture for our unsecured senior noteselatied supplements, our
revolving credit facility and our term loan cont@mumber of covenants which restrict our abilityricur debts, including debts
secured by mortgages on our properties in excesalofilated amounts, require us to maintain a mininmet worth, restrict our
ability to make distributions under certain circdamces and generally require us to maintain cedtiar financial ratios. As of
September 30, 2014, we believe we
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were in compliance with all of the covenants unalarindenture and related supplements, our revglenedit facility and our
other debt obligations.

None of our indenture and related supplementsrexaiving credit facility, our term loan or our ethdebt obligations
contain provisions for acceleration which couldtfiggered by a change in our debt ratings.

Our public debt indenture and related supplememtsain cross default provisions, which are gengtaiyjgered upon
default of any of our other debts of at least $1fillion or, with respect to certain notes undectsindenture and supplements,
higher amounts. Similarly, our revolving creditifiy and our term loan each contain a cross defaovision that is triggered
upon default of any other debts of $25.0 milliommsre that are recourse debts and to any otles d¢ $75.0 million or more
that are non-recourse debts. Our revolving crfeditity agreement provides for acceleration of payt of all amounts
outstanding upon the occurrence and continuatiaredhin events of default, such as a change dfaoof us, which includes
RMR ceasing to act as our business manager anénbyapanager .

Related Person Transactions

We have relationships and historical and contintiagsactions with our Trustees, our executivecef, RMR, Five
Star, AIC and other companies to which RMR providesagement services and others affiliated witmth&or example, we
have no employees and personnel and various semiegequire to operate our business are provined by RMR pursuant to
management agreements; and RMR is owned by ourditamarustees. Also, as a further example, we halaionships with
other companies to which RMR provides managemenwices and which have trustees, directors andaffievho are also
trustees, directors or officers of us or RMR, imtihg: Five Star is our former subsidiary, our laigenant and a manager of
certain of our senior living communities, and we Rive Star’s largest stockholder; D&R Yonkers Lis®wned by our executive
officers and one of our TRSs subleases a porti@ansahior living community we own to it in orderdocommodate certain
requirements of New York healthcare licensing laws;have agreed to acquire 23 healthcare propéntiesSIR; and we, RMR,
Five Star, and four other companies to which RM&vjates management services each currently own ajppately 14.3% of
AIC, and we an d the other shareholders of AlCveh@aroperty insurance in place providing $500.0iarilof coverage pursuant to
an insurance program arranged by AIC and with etdpewhich AIC is a reinsurer of certain coverageounts. For further
information about these and other such relatiorsshipl related person transactions, please seelRateour condensed
consolidated financial statements included in Patém 1 of this Quarterly Report on Form 10-Q,iethis incorporated herein by
reference. In addition, for more information abthése transactions and relationships, pleaselsaetere in this Quarterly
Report on Form 10-Q, including “Warning ConcerniFgyward Looking Statements” in Part |, and our AairReport, definitive
Proxy Statement for our 2014 Annual Meeting of 8hatders, or our Proxy Statement, our Current Repor Form 8-K dated
May 12, 2014 and August 30, 2014, and our othergl with the SEC, including Note 5 to our consatetl financial statements
included in our Annual Report, the sections camttBusiness,” “Management’s Discussion and AnalgdgiFinancial Condition
and Results of Operations—Related Person Transattamd “Warning Concerning Forward Looking Statats&of our Annual
Report and the section captioned “Related Persanshctions” and the information regarding our Teestand executive officers
in our Proxy Statement. In addition, please sees#ttion captioned “Risk Factors” of our AnnuapB for a description of risks
that may arise as a result of these and otheerkfzrson transactions and relationships. OugSliwith the SEC, including our
Annual Report and our Proxy Statement, are ava&labthe SEC’s website at www.sec.gov. Copieedhn of our agreements
with these related parties, including our busimeasagement agreement and property management agreeith RMR, our
leases, forms of management agreements and relatdidg agreements with Five Star, our agreemeitts D&R Yonkers LLC
and its owners, the purchase and sale agreeménMeitger Sub and SIR and our shareholders agreemignAIC and its
shareholders, are publicly available as exhibitsuopublic filings with the SEC and accessibléhat SEC’s website.

We believe that our agreements with RMR, Five 33&R Yonkers LLC and its owners, SIR and AIC are on
commercially reasonable terms. We also believedbarelationships with RMR, Five Star, D&R Yonkdrl C and its owners,
SIR and AIC and their affiliated and related pessand entities benefit us and, in fact, providevith competitive advantages in
operating and growing our business.
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Impact of Government Reimbursement

As of September 30, 2014 , approximately 97% ofNOt was generated from properties where a majofitjhe NOI is
derived from our tenants’ and residents’ privatoreces, and the remaining 3 % of our NOI was gaadrfrom properties where
a majority of the NOI was derived from Medicare anedicaid payments. We and our tenants operatétieeiin many states and
participate in federal and state healthcare paymegrams, including the federal Medicare and di&dicaid programs for
services in SNFs and other similar facilities, estsfiedicaid programs for services in certain asdibt#&ng communities, and other
federal and state healthcare payment programsuBeci the current federal budget deficit and ofederal spending priorities
and challenging state fiscal conditions, there Hze@n numerous recent legislative and regulatdigracor proposed actions with
respect to federal Medicare rates and state Metliieées and federal payments to states for Medaigrams. Examples of these,
and other information regarding such programspaogided below as well as under the caption “BussreGovernment
Regulation and Reimbursement” in our Annual Report.

The Centers for Medicare and Medicaid Service§MS, issued updated Medicare prospective paymesteisyrates for
SNFs effective October 1, 2013yxhich CMS estimated would result in a net increafsapproximately 1.3% in aggregate
Medicare payments for SNFs, or approximately $4#0bom, in federal fiscal year 2014. On July 31,120 CMS released its final
rule for the Medicare prospective payment systensidFs for federal fiscal year 2015, which wenbieffect on October 1,
2014. As part of this rule, CMS will apply a netiease of 2.0% to Medicare payment rates for SiRigh takes into account a
2.5% increase for inflation reduced by a 0.5% potidity adjustment and will result in an aggregiterease of approximately
$750 million in payments for SNFs from federal &bgear 2014.

On April 1, 2014, the Protecting Access to Medicaot of 2014, or PAMA, extended the Medicare ouggattherapy
cap exception process through March 31, 2015, éaplbstponing the implementation of limits on Medle payments for
outpatient therapies. PAMA also extended the 058feiase to the Medicare Physician Fee ScheduMP&iS, rates through
December 31, 2014 and provided no increase in tRE$/rates, to which Medicare outpatient theramsrate tied, for the period
between January 1, 2015 and March 31, 2015. Ufueseer delayed, the MPFS rates are scheduled techeced by up to 24%
effective April 1, 2015. Additionally, PAMA estaBlied a SNF value-based purchasing program. Unidepribgram, the United
States Department of H ealth and Human ServicddHS, will assess SNFs based on hospital readmissieasures and make
these assessments available to the public notletarOctober 1, 2017. Beginning in federal fisady2019, SNFs will face a 2%
withholding of SNF payments and will receive indeatpayments based on the higher of their perfooaam improvement on
certain hospital readmission measures. The colieetimount of incentive payments to all SNFs arecigatted to be between 50%
and 70% of the total payment amounts withheld.

On October 6, 2014, President Obama signed intdHavimproving Medicare Post-Acute Care Transforomaf\ct of
2014, or the IMPACT Act, which requires certaospacute care providers, including SNFs, to beglkecting and reporting
various types of data. Specifically, the SecretdriHS will require SNFs to begin reporting centguality measures and
resource use measures in a standardized and iatalig format by October 1, 2016 and begin repgitrtain patient assessment
data in such a format by October 1, 2018. Begmmirfederal fiscal year 2018, SNFs that fail tongdy with the reporting
requirements by the established timeframes wiblldgiect to a 2% r eduction in their Medicare paytmates for that fiscal
year. Beginning October 1, 2018, the Secretatfté® will make this data publicly available pursusmtertain procedures to be
established. The IMPACT Act also requires the &aey of HHS and the Medicare Payment Advisory Cdssian to submit
reports to Congress recommending a future Medigargpective payment system for post-acute caowigders and analyzing
both its effect s on the reported metrics and fandreffect on post-acute care providers. We aable to predict the overall
impact on us of these or other recent legislativ r@gulatory actions or proposed actions with eesfp federal Medicare
payment systems and rates.

Under the Patient Protection and Affordable Carg As amended by the Health Care and EducationrR#iedion Act,
or collectively, the ACA, the federal governmentipay for 100% of a state’s Medicaid expansiontsdar the first three years
(2014-2016) and gradually reduce its subsidy to 892020 and future years. As of August 28, 2@MUstates have elected not
to broaden Medicaid eligibility under the ACA aishime, and two remain undecided; those statessihg not to participate in
Medicaid expansion are forgoing the federal furdd tvould otherwise be available for
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that purpose. We are unable to predict the impacts of these or other recent legislative andlatgry actions or proposed
actions with respect to state Medicaid rates aytheats to st ates for Medicaid programs .

The ACA also includes various provisions affectiigdicare and Medicaid providers, including expangehlic
disclosure requirements for SNFs and other prosidarforcement reforms, and increased funding fedibbre and Medicaid
program integrity control initiatives. The ACA hessulted in several changes to existing healthftatel and abuse laws, establish
ed additional enforcement processes and funditigetgovernment, and provided for increased coojperaetween agencies by
establishing mechanisms for sharing informatioatnet) to noncompliance. Furthermore, the ACA hasllted in enhanced
criminal and administrative penalties for noncoraptie. We are unable to predict the impact onwstemants and our managers
of the insurance reforms, payment reforms, andihesie delivery systems reforms contained in arlzbtdeveloped pursuant to
the ACA. Expanded insurance availability may previdore paying customers to us, our tenants andgeasndf the changes to
be implemented under the ACA result in reduced paymfor services that our tenants or our manggersde or the failure of
Medicare, Medicaid or insurance payment rates t@icour or our tenants’ costs, including the remd management fees paid to
us , our future financial results could be adverseld materially affected.

We cannot estimate the type and magnitude of thengial regulatory changes discussed above, bytrttey be material
to and adversely affect the ability of our tenantpay us rent, the profitability of our managediseliving communities and the
values of our properties. The changes implementéd loe implemented could result in the failureM#dicare, Medicaid or
private payment rates to cover our or our tenasusts of providing required services to residentseductions in payments or
other circumstances that could have a materialradweffect on the ability of our tenants to payt terus, the profitability of our
managed senior living communities and the valuesuofproperties.

Item 3. Quantitative and Qualitative Disclosures Aout Market Risk.
We are exposed to risks associated with marketggsaim interest rates. We manage our exposutastonarket risk by
monitoring available financing alternatives. Ouattgy to manage exposure to changes in interiest has not materially changed

since December 31, 2013. Other than as descrided/b&e do not currently foresee any significanareges in our exposure to
fluctuations in interest rates or in how we mant® exposure in the near future.
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At September 30, 2014, our outstanding fixed ratat thcluded the following (dollars in thousands):

Annual Annual
Principal Interest Interest Interest
Debt Balance®™ Rate‘l’% Expense Maturity  Payments Due
Unsecured senior not $ 400,000 3.25O $ 13,000 2019 Sem-Annually
Unsecured senior not: 350,000 5.63:] 19,688 2042 Quarterly
Unsecured senior not: 300,000 6.750/(J 20,250 2021 Sem-Annually
Unsecured senior not 250,000 4.3f 10,750 2016 Sem-Annually
Unsecured senior not: 250,000 4.75:] 11,875 2024 Sem-Annually
Unsecured senior not: 200,000 6.75? 13,500 2020 Sem-Annually
Mortgage 289,581 6.71? 19,431 2019 Monthly
Mortgages 85,811 5.924;1 5,083 2016 Monthly
Mortgages 52,000 5.640/(J 2,933 2016 Monthly
Mortgages 44,960 6.54? 2,940 2017 Monthly
Mortgage 29,572 6.02:] 1,779 2015 Monthly
Mortgage 15,437 6.28? 969 2022 Monthly
Mortgages 12,555 5.66? 711 2015 Monthly
Mortgage 12,231 6.25:] 764 2016 Monthly
Mortgage 11,944 6.250/(J 747 2015 Monthly
Mortgage 11,349 6.37? 722 2015 Monthly
Mortgage 11,107 6.15:] 683 2017 Monthly
Mortgage 9,254 6.73? 623 2018 Monthly
Mortgage 9,243 5.95? 550 2038 Monthly
Mortgage 6,411 5.81:] 373 2015 Monthly
Mortgage 6,274 5.970/(J 375 2016 Monthly
Mortgage 5,650 5.86? 331 2017 Monthly
Mortgage 4,941 5.65:] 279 2015 Monthly
Mortgage 4,614 4.38? 202 2043 Monthly
Mortgage 4,429 5.81? 257 2015 Monthly
Mortgage 3,372 6.25:] 211 2033 Monthly
Mortgage 2,796 7.310/(J 204 2022 Monthly
Mortgage 2,748 5.88? 162 2015 Monthly
Mortgage 1,380 7.85:] 108 2022 Monthly
Bonds 14,700 5.88 * 864 2027 Sem-Annually
$2,402,35¢ $130,364

(1) The principal balances and interest rates araih@unts stated in the applicable contracts. lomence with GAAP, our
carrying values and recorded interest expense lifigy flom these amounts because of market conitit the time we
assumed these debts. This table does not includgbbns under capital lease

No principal repayments are due under our unsecuvégs or bonds until maturity. Our mortgages negprincipal and
interest payments through maturity pursuant to &izaiion schedules. Because these debts beaeshigra fixed rate, changes in
market interest rates during the term of thesesdebl not affect our interest obligations. If #edebts were refinanced at intel



rates which are 100 basis points higher or lowan hown above, our annual interest cost woulceass or decrease by
approximately $24.0 million.

Changes in market interest rates would affectalirevhlue of our fixed rate debt obligations; ireses in market interest
rates decrease the fair value of our fixed ratd,defile decreases in market interest rates inerées fair value of our fixed rate
debt. Based on the balances outstanding at Septe3b2014, and discounted cash flow analysesigitrthe respective maturity
dates and assuming no other changes in factorsénagffect the fair value of our fixed rate debligations, a hypothetical
immediate 100 basis point change in interest natedd change the fair value of those obligationapproximately $24.3
million .

Our unsecured senior notes and some of our mosgam#ain provisions that allow us to make repaymeatrlier than
the stated maturity date. In some cases, we aralloeted to make early repayment prior to a cudaffe
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and we are generally allowed to make prepaymenisatra premium equal to a make whole amount, ésett which is

generally designed to preserve a stated yieldemtteholder. In the past, we have repurchasededined some of our outstanding
debts and we may do so again in the future. Thesggagment rights and our ability to repurchaseratice outstanding debt may
afford us opportunities to mitigate the risk ofineihcing our debts at maturity at higher ratesdfinancing prior to maturity.

At September 30, 2014, our current floating ratitgalions consisted of our $750.0 million unsecureeblving credit
facility, under which we had no outstanding bornogs, and our $350.0 million unsecured term loanr 1®volving credit facility
matures in January 2018, and, subject to our ngeegrtain conditions, including our payment of ateasion fee, we have the
option to extend the stated maturity date by ors Y@ January 2019. No principal repayments agaired under our revolving
credit facility prior to maturity, and repaymentsayrbe made, and redrawn subject to conditiongatime without penalty. Our
term loan matures on January 15, 2020, and is pa@ewithout penalty at any time. In additiony te&rm loan includes a feature
under which maximum borrowings may be increasagptto $700.0 million in certain circumstances.

Borrowings under our revolving credit facility atetm loan are in U.S. dollars and bear intereftBOR plus premiums
that are subject to adjustment based upon changes tredit ratings. Accordingly, we are vulndeato changes in U.S. dollar
based short term rates, specifically LIBOR. Initdd, upon renewal or refinancing of our revolviagedit facility or our term
loan, we are vulnerable to increases in interéstpeemiums due to market conditions or our peextisredit characteristics.
Generally, a change in interest rates would natcafthe value of our floating rate debt but wouféet our operating results.

The following table presents the impact a 100 bagist increase in interest rates would have onaomual floating rate
interest expense as of September 30, 2014 (d@fldn®usands):

Impact of Changes in Interest Rate! Annual
Outstanding Total Interest Earnings per
Interest Rate Debt Expense Per Yea Share mpact
At September 30, 201 1.55% $350,00C $ 5425 $ 0.03
100 basis point increa: 2.55% $350,00C $ 8,925 $ 0.05

(1) Based on weighted average number of shares odistafor the nine months ended September 30, 2014.

The following table presents the impact a 100 bagist increase in interest rates would have onaomual floating rate
interest expense as of September 30, 2014 if we fully drawn on our revolving credit facility amdir term loan remained
outstanding (dollars in thousands):

Impact of Changes in Interest Rate:

Outstanding Total Interest Annual Earnings

Interegf Rate per Shage Impact

Debt Expense Per Yea
At September 30, 201 1.46% $1,100,00C $ 16,060 $ 0.08
100 basis point increa: 2.46% $1,100,00C $ 27,060 $ 0.14

(1) Weighted based on the respective interest rategatsthnding borrowings under our credit agreert@sguming fully drawn
and term loan as (September 3(2014.
(2 Based on weighted average number of shares odistafor the nine months ended September 30, 2014.

The foregoing tables show the impact of an immediaiange in floating interest rates. If interetésavere to change
gradually over time, the impact would be spread ¢ivee. Our exposure to fluctuations in floatingeirest rates will increase or
decrease in the future with increases or decreagbe outstanding amount of our borrowings underrevolving credit facility or
other floating rate debt.
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Item 4. Controls and Procedures.

As of the end of the period covered by this repmut, management carried out an evaluation, undesubpervision and
with the participation of our Managing Trusteesdtlent and Chief Operating Officer and Treasuner@hief Financial Officer,
of the effectiveness of our disclosure controls pratedures pursuant to the Securities ExchangefA®34, as amended,
Rules 13a-15 and 15d-15. Based upon that evalyaiioc Managing Trustees, President and Chief Qipgr®fficer and
Treasurer and Chief Financial Officer concluded tha disclosure controls and procedures are éffect

There have been no changes in our internal coowenl financial reporting during the quarter endegt8mber 30, 2014
that have materially affected, or are reasonakblyito materially affect, our internal control a\f@ancial reporting.
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WARNING CONCERNING FORWARD LOOKING STATEMENTS

THIS QUARTERLY REPORT ON FORM 10-Q CONTAINS STATENMHS THAT CONSTITUTE FORWARD
LOOKING STATEMENTS WITHIN THE MEANING OF THE PRIVAE SECURITIES LITIGATION REFORM ACT
OF 1995 AND OTHER SECURITIES LAWS. ALSO, WHENEVERBAUSE WORDS SUCH AS “BELIEVE”, “EXPECT”,
“ANTICIPATE", “INTEND”, “PLAN", “ESTIMATE” OR SIMIL AR EXPRESSIONS, WE ARE MAKING FORWARD
LOOKING STATEMENTS. THESE FORWARD LOOKING STATEMENS ARE BASED UPON OUR PRESENT INTENT,
BELIEFS OR EXPECTATIONS, BUT FORWARD LOOKING STATEENTS ARE NOT GUARANTEED TO OCCUR AND
MAY NOT OCCUR. FORWARD LOOKING STATEMENTS IN THIS RPORT RELATE TO VARIOUS ASPECTS OF OUR
BUSINESS, INCLUDING:

« OUR ACQUISITIONS AND SALES OF PROPERTIES,
e OUR ABILITY TO COMPETE FOR ACQUISITIONS AND TENAN®S EFFECTIVELY,
« OUR ABILITY TO RAISE EQUITY OR DEBT CAPITAL,

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

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

« THE CREDIT QUALITIES OF OUR TENANTS,

« OUR POLICIES AND PLANS REGARDING INVESTMENTS AND RIANCINGS,

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

e« OUR ABILITY TO PAY INTEREST ON AND PRINCIPAL OF OUREBT,

« OUR TAX STATUS AS A REIT,

« OUR BELIEF THAT FIVE STAR, OUR FORMER SUBSIDIARY, WICH IS OUR LA RGEST TENANT AND
WHICH MANAGES CERTAIN OF OUR SENIOR LIVING COMMUNITES FOR OUR ACCOUNT, HAS
ADEQUATE FINANCIAL RESOURCES AND LIQUIDITY TO MEETITS OBLIGATIONS TO US AND TO
MANAGE OUR SENIOR LIVING COMMUNITIES SUCCESSFULLY

e OUR EXPECTATION THAT WE WILL BENEFIT FINANCIALLY BY PARTICIPATING IN AIC WITH RMR
AND COMPANIES TO WHICH RMR PROVIDES MANAGEMENT SERCES, AND

« OTHER MATTERS.

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

« THE IMPACT OF CHANGES IN THE ECONOMY AND THE CAPITAMARKETS ON US AND OUR
TENANTS,
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« THE IMPACT OF THE ACA AND OTHER RECENTLY ENACTED, BOPTED OR PROPOSED LEGISLATIC
OR REGULATIONS ON US, ON OUR TENANTS AND MANAGERSND ON 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, SIRAND THEIR RELATED PERSONS AND ENTITIES

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

e« LIMITATIONS IMPOSED ON OUR BUSINESS AND OUR ABILITYTO SATISFY COMPLEX RULES IN
ORDER FOR US TO QUALIFY AS A REIT FOR U.S. FEDERANCOME TAX PURPOSES

« COMPETITION WITHIN THE HEALTHCARE AND REAL ESTATENDUSTRIES, AND

« ACTS OF TERRORISM, OUTBREAKS OF SO CALLED PANDEMIGIR OTHER MANMADE OR NATURAL
DISASTERS BEYOND OUR CONTROL

FOR EXAMPLE:
« FIVE STAR IS OUR LARGEST TENANT AND MANAGES CERTAINDF OUR SENIOR LIVING

COMMUNITIES FOR OUR ACCOUNT AND FIVE STAR MAY EXPERENCE FINANCIAL DIFFICULTIES AS

A RESULT OF A NUMBER OF FACTORS, INCLUDING, BUT NOIIMITED TO:

« MATERIAL WEAKNESSES IN ITS FINANCIAL REPORTING ,

« CHANGES IN MEDICARE AND MEDICAID PAYMENTS, INCLUDING THOSE THAT MAY RESULT
FROM THE ACA AND OTHER RECENTLY ENACTED OR PROPOSHIEGISLATION OR
REGULATIONS, WHICH COULD RESULT IN REDUCED RATES OR FAILURE OF SUCH RATES TO
COVER FIVE STAFS COSTS

« CHANGES IN REGULATIONS AFFECTING FIVE STAR'S OPERADNS,

« CHANGES IN THE ECONOMY GENERALLY OR GOVERNMENTAL PQOCIES WHICH REDUCE THE
DEMAND FOR THE SERVICES FIVE STAR OFFER

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

« IF FIVE STAR'S OPERATIONS BECOME UNPROFITABLE, FIVETAR MAY BECOME UNABLE TO PAY
OUR RENTS AND WE MAY NOT RECEIVE OUR EXPECTED RETWRON OUR INVESTED CAPITAL OR
ADDITIONAL AMOUNTS FROM OUR SENIOR LIVING COMMUNITES THAT ARE MANAGED BY FIVE
STAR,

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

52



Table of Content

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

ACTUAL COSTS UNDER OUR REVOLVING CREDIT FACILITY WIL BE HIGHER THAN LIBOR PLUS A
PREMIUM BECAUSE OF OTHER FEES AND EXPENSES ASSOCET WITH OUR REVOLVING CREDIT
FACILITY,

INCREASING THE MAXIMUM BORROWINGS UNDER OUR REVOLWIG CREDIT FACILITY AND OUR
TERM LOAN IS SUBJECT TO OUR OBTAINING ADDITIONAL C®MMITMENTS FROM LENDERS, WHICH
MAY NOT OCCUR,

THIS QUARTERLY REPORT STATES THAT WE MAY EXTEND THEMATURITY DATE OF OUR
REVOLVING CREDIT FACILITY SUBJECT TO MEETING CERTA CONDITIONS AND PAYMENT OF A
FEE. WE CAN PROVIDE NO ASSURANCE THAT THE APPLICAE CONDITIONS WILL BE MET,

CONTINGENCIES IN OUR ACQUISITION AND SALES AGREEMERNS MAY NOT BE SATISFIED AND
OUR PENDING PROPERTY SALES, ACQUISITIONS AND ANY RETED MANAGEMENT AGREEMENTS
MAY NOT OCCUR, MAY BE DELAYED OR THE TERMS OF SUCHRANSACTIONS MAY CHANGE,

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

OUR ABILITY TO MAKE FUTURE DISTRIBUTIONS DEPENDS UBN A NUMBER OF FACTORS,
INCLUDING OUR FUTURE EARNINGS , CAPITAL COSTS TO IASE AND OPERATE OUR PROPERTIES
AND WORKING CAPITAL REQUIREMENTS. WE MAY BE UNABLE TO MAINTAIN OUR CURRENT RATE
OF DISTRIBUTIONS AND FUTURE DISTRIBUTIONS MAY BE SSPENDED,

OUR ABILITY TO GROW OUR BUSINESS AND INCREASE OURIBTRIBUTIONS DEPENDS IN LARGE
PART UPON OUR ABILITY TO BUY PROPERTIES AND ARRANGEOR THEIR PROFITABLE OPERATIOI
OR LEASE THEM FOR RENTS, LESS PROPERTY OPERATINGHENSES, THAT EXCEED OUR CAPITAL
COSTS. WE MAY BE UNABLE TO IDENTIFY PROPERTIES THAWE WANT TO ACQUIRE OR TO
NEGOTIATE ACCEPTABLE PURCHASE PRICES, ACQUISITIONNANCING, MANAGEMENT
CONTRACTS OR LEASE TERMS FOR NEW PROPERTIE

SOME OF OUR TENANTS MAY NOT RENEW EXPIRING LEASESND WE MAY BE UNABLE TO
LOCATE NEW TENANTS TO MAINTAIN OR INCREASE THE HISDRICAL OCCUPANCY RATES OF, OR
RENTS FROM, OUR PROPERTIE

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

THIS QUARTERLY REPORT ON FORM 10-Q STATES THAT WEAW ENTER INTO ADDITIONAL
MANAGEMENT AGREEMENTS OR POOLING AGREEMENTS WITH FE STAR FOR FIVE STAR TO
MANAGE ADDITIONAL SENIOR LIVING COMMUNITIES THAT WE ACQUIRE OR THAT WE
CURRENTLY OWN. HOWEVER, THERE CAN BE NO ASSURANCBEHAT WE AND FIVE STAR WILL
ENTER INTO ANY ADDITIONAL MANAGEMENT AGREEMENTS ORPOOLING AGREEMENTS

THIS QUARTERLY REPORT STATES THAT APPROXIMATELY 9 % OF OUR NOI WAS GENERATED
FROM PROPERTIES WHERE A MAJORITY OF THE NOI IS DBRED FROM OUR
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TENANTS’ AND RESIDENTS’ PRIVATE RESOURCES. THIS MAIMPLY THAT WE WILL MAINTAIN OR
INCREASE THE PERCENTAGE OF OUR NOI GENERATED FRORIFATE RESOURCES AT OUR SENIO
LIVING COMMUNITIES. HOWEVER, RESIDENTS’ AND PATIENS’ ABILITY TO FUND CHARGES WITH
PRIVATE RESOURCES MAY BECOME MORE LIMITED IN THE FUURE AND WE MAY BE REQUIRED
OR MAY ELECT FOR BUSINESS REASONS TO ACCEPT OR PURSREVENUES FROM GOVERNMENT
PAYMENT SOURCES, WHICH COULD RESULT IN AN INCREASEBART OF OUR NOI BEING
GENERATED FROM GOVERNMENT PAYMENTS

« THIS QUARTERLY REPORT ON FORM 10-Q STATES THAT WEANE ENTERED INTO AGREEMENT S
TO ACQUIRE TWO SENIOR LIVING COMMUNITIES . TH ESERANSACTION S ARE SUBJECT TO
VARIOUS CONDITIONS TYPICAL OF COMMERCIAL REAL ESTAE TRANSACTIONS. THESE
CONDITIONS MAY NOT BE MET. AS A RESULT, TH ESE TRASACTION S MAY NOT OCCUR OR
MAY BE DELAYED OR THEIR TERMS MAY CHANGE,

« THIS QUARTERLY REPORT ON FORM 10-Q STATES THAT WEAME AGREED TO ACQUIRE 23 MOBS
FROM MERGER SUB, A WHOLLY OWNED SUBSIDIARY OF SIRHE CLOSING OF THIS TRANSACTION
IS SUBJECT TO CONDITIONS AND CONTINGENCIES, INCLUNIG THE CLOSING OF THE MERGER OF
MERGER SUB AND CCIT WHICH IS EXPECTED TO OCCUR INHE FIRST HALF OF 2015 . THE MERGER
IS ITSELF SUBJECT TO CONDITIONS AND CONTINGENCIEBYCLUDING APPROVALS BY THE
SHAREHOLDERS OF SIR AND STOCKHOLDERS OF CCIT. WE §RROVIDE NO ASSURANCE THAT
THE CONDITIONS AND CONTINGENCIES TO THE MERGER ORHE OTHER CONDITIONS AND
CONTINGENCIES TO OUR ACQUISITION OF THE 23 MOBS WILLBE SATISFIED. ACCORDINGLY, WE
CAN PROVIDE NO ASSURANCE THAT OUR ACQUISITION OF TE23 MOBS WILL BE CONSUMMATED
THAT IT WILL NOT BE DELAYED OR THAT ITS TERMS WILL NOT CHANGE,

« THIS QUARTERLY REPORT ON FORM 10-Q STATES THAT WBURRENTLY EXPECT TO ASSUME
APPROXIMATELY $30 MILLION OF MORTGAGE DEBT IN CONNETION WITH THE 23 MOBSWE HAVE
AGREED TO ACQUIRE FROM MERGER SUB AND TO FUND THEABANCE OF THE PURCHASE PRICE
USING CASH ON HAND AND DRAWINGS UNDER OUR UNSECUREREVOLVING CREDIT FACILITY.
OUR ASSUMPTION OF THE $30 MILLION OF MORTGAGES WILREQUIRE THE APPROVAL OF THE
MORTGAGEES WHICH MAY NOT BE OBTAINED. ALSO, ALTHOUG WE CURRENTLY HAVE CASH ON
HAND AND THE FULL $750 MILLION AVAILABLE FOR DRAWINGS UNDER OUR UNSECURED
REVOLVING BANK CREDIT FACILITY, THE AMOUNTS OF CASHAND AVAILABLE DRAWINGS MAY
BE LESS THAN REQUIRED TO CLOSE WHEN OUR PURCHASE OHE 23 MOBS OCCURS. FOR THESE
REASONS OR IN OUR DISCRETION, WE MAY FUND THIS ACQWITION THROUGH DIFFERENT
MEANS,

« THIS QUARTERLY REPORT ON FORM 10-Q STATES THAT WEXBECT TO LONG TERM FINANCE THE
ACQUISITION OF THE 23 MOBS WITH AN APPROPRIATE MIXOF DEBT AND EQUITY CAPITAL. OUR
ACTUAL MIX OF DEBT AND EQUITY FINANCING WILL DEPEND ON THE AVAILABILITY AND COST
OF SUCH FINANCING, AND THE FINAL MIX OF FINANCING M\Y BE DIFFE RENT FROM CURRENT
EXPECTATIONS,

o THIS QUARTERLY REPORT ON FORM 10-Q STATES THAT WEANE FIVE PROPERTIES ( EIGHT
BUILDINGS) CLASSIFIED AS HELD FOR SALE. WE MAY NOBE ABLE TO SELL THESE PROPERTIES
ON TERMS ACCEPTABLE TO US OR OTHERWISE, AND THE SEIOF ANY OR ALL OF THESE
PROPERTIES MAY NOT OCCUR, ANI

« THIS QUARTERLY REPORT ON FORM 10-Q STATES THAT WHEEBIEVE THAT OUR CONTINUING
RELATIONSHIPS WITH FIVE STAR, RMR, AIC, D&R YONKERSLC , SIR AND
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THEIR AFFILIATED AND RELATED PERSONS AND ENTITIES MY BENEFIT US AND PROVIDE US
WITH COMPETITIVE ADVANTAGES IN OPERATING AND GROWINs OUR BUSINESS. IN FACT, THE
ADVANTAGES WE BELIEVE WE MAY REALIZE FROM THESE REATIONSHIPS MAY NOT
MATERIALIZE.

THESE RESULTS COULD OCCUR DUE TO MANY DIFFERENT GIRIMSTANCES, SOME OF WHICH ARE
BEYOND OUR CONTROL, SUCH AS CHANGED MEDICARE AND MECAID RATES, NEW LEGISLATION OR
REGULATIONS AFFECTING OUR BUSINESS OR THE BUSINESSBF OUR TENANTS OR MANAGERS, CHANGES IN
OUR TENANTS' OR MANAGERS’ REVENUES OR COSTS, CHANGHN OUR TENANTS' OR MANAGERS’

FINANCIAL CONDITIONS, CHANGES IN CAPITAL MARKETS ORTHE ECONOMY GENERALLY , OR NATURAL
DISASTERS.

THE INFORMATION CONTAINED ELSEWHERE IN THIS QUARTERY REPORT ON FORM 10-Q OR IN OUR
FILINGS WITH THE SEC, INCLUDING UNDER THE CAPTIONRISK FACTORS”, OR INCORPORATED HEREIN OR
THEREIN, IDENTIFIES OTHER IMPORTANT FACTORS THAT Q@LD CAUSE DIFFERENCES FROM OUR FORWARD
LOOKING STATEMENTS. OUR FILINGS WITH THE SEC ARE AMLABLE ON THE SEC’'S WEBSITE AT
WWW.SEC.GOV.

YOU SHOULD NOT PLACE UNDUE RELIANCE UPON OUR FORWARLOOKING STATEMENTS.

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

STATEMENT CONCERNING LIMITED LIABILITY

THE AMENDED AND RESTATED DECLARATION OF TRUST ESTABSHING SENIOR HOUSING PROPERTIES
TRUST, DATED SEPTEMBER 20, 1999, AS AMENDED AND SBEEMENTED, AS FILED WITH THE STATE
DEPARTMENT OF ASSESSMENTS AND TAXATION OF MARYLANDPROVIDES THAT NO TRUSTEE, OFFICER,
SHAREHOLDER, EMPLOYEE OR AGENT OF SENIOR HOUSING GRERTIES TRUST SHALL BE HELD TO ANY
PERSONAL LIABILITY, JOINTLY OR SEVERALLY, FOR ANY BLIGATION OF, OR CLAIM AGAINST, SENIOR
HOUSING PROPERTIES TRUST. ALL PERSONS DEALING WITSENIOR HOUSING PROPERTIES TRUST IN ANY
WAY SHALL LOOK ONLY TO THE ASSETS OF SENIOR HOUSINBROPERTIES TRUST FOR THE PAYMENT OF ANY
SUM OR THE PERFORMANCE OF ANY OBLIGATION.
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PART II.

Item 2.

Other Information

Unregistered Sales of Equity Securitieand Use of Proceeds.

On July 8, August 7 and September 8, 2014, we ds&0e223, 11,782 and 12,144 of our common shagepectively, to RMR as
payment of a portion of the management fee dueM& Rursuant to our business management agreemdnRMR. We issued
these shares pursuant to an exemption from refijistreontained in Section 4(a)(2) of the Securifies of 1933, as amended.

Item 6.

2.1

3.1

3.2

3.3

3.4

4.1

4.2

4.3

4.4

4.5

4.6

Exhibits.

Purchase and Sale Agreement and Joint Escrow ttising, dated as of August 30, 2014, between SQéte3ub LLC,
the Company and, to evidence its agreement to bedby the terms of Section 11.2, Select IncomeTR@hcorporated
by reference to the Compe's Current Report on Forn-K dated August 30, 2014

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

Articles Supplementary, dated May 11, 2000. (Inooaged by reference to the Company’s Quarterly RepoForm 10-
Q for the quarter ended March 31, 2000, File Nunl@d-15319.)

Articles Supplementary, dated April 17, 2014. (Immwated by reference to the Company’s Current RepoForm 8-K
dated April 17, 2014,

Amended and Restated Bylaws of the Company, addyeti10, 2014. (Incorporated by reference to @@mpany’s
Current Report on Fornm-K dated April 10, 2014.

Form of Common Share Certificate. (Incorporateddfgrence to the Company’s Quarterly Report on FbdaQ for the
quarter ended March 31, 201

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

Supplemental Indenture No. 4, dated as of Aprd(®,0, between the Company and U.S. Bank Nationsbéiation,
relating to 6.75% Senior Notes due 2020, includorg thereof. (Incorporated by reference to the @any’s Quarterly
Report on Form 1-Q for the quarter ended March 31, 201

Supplemental Indenture No. 5, dated as of Janurgdl1, between the Company and U.S. Bank Nati&ssbciation,
relating to 4.30% Senior Notes due 2016, includorgn thereof. (Incorporated by reference to tleenpany’s Annual
Report on Form 1-K for the year ended December 31, 20:

Supplemental Indenture No. 6, dated as of Dece@h2011, between the Company and U.S. Bank Natissdciation
relating to 6.75% Senior Notes due 2021, includorg thereof. (Incorporated by reference to the @any’s Annual
Report on Form 1-K for the year ended December 31, 20:

Supplemental Indenture No. 7, dated as of July2@02, between the Company and U.S. Bank Nationsbéiation,
related to 5.625% Senior Notes due 2042, incluébngn thereof. (Incorporated by reference to the any’s
Registration Statement on Fort-A dated July 20, 2012
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Supplemental Indenture No. 8, dated as of AprilZZ8,4, between the Company and U.S. Bank Natiosabgiation,
related to 3.25% Senior Notes due 2019, includimhfthereof. (Incorporated by reference to the Camyfs Quarterly
Report on Form 1-Q for the quarter ended March 31, 201

Supplemental Indenture No. 9, dated as of AprilZZ8,4, between the Company and U.S. Bank Natiosabgiation,
related to 4.75% Senior Notes due 2024, includangnfthereof. (Incorporated by reference to the Camyfs Quarterly
Report on Form 1-Q for the quarter ended March 31, 201

Partial Termination of and Eleventh Amendment toeluwtied and Restated Master Lease Agreement (Leash,Mated
as of October 1, 2014, among certain subsidiafiiseoCompany, as Landlord, and Five Star QualdyeCTrust, as
Tenant. (Filed herewith

Computation of Ratios of Earnings to Fixed Charge#ed herewith.)
Rule 13a-14(a) Certification. (Filed herewith.)

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

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

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

Section 1350 Certification. (Furnished herewith.)

Agreement and Plan of Merger, dated as of Augus2@04, among Select Income REIT, SC Merger Sub ah€ Cole
Corporate Income Trust, Inc. (Incorporated by refiee to Select Income REIT’s Current Report on Fésihdated
August 30, 2014.

The following materials from the Company’s QuasteéRleport on Form 10-Q for the quarter ended Sepéerdd, 2014
formatted in XBRL (eXtensible Business Reportingiggaage): (i) the Condensed Consolidated BalancetS§h@) the
Condensed Consolidated Statements of Income ang@bensive Income, (iii) the Condensed Consolid&tatements
of Cash Flows and (iv) related notes to these firstatements, tagged as blocks of text and taildéFiled herewith.

57



Table of Content

SIGNATURES
Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdéiport to be signed
on its behalf by the undersigned thereunto dulhanized.

SENIOR HOUSING PROPERTIES TRUS

By: /s/ David J. Hegart
David J. Hegarty
President and Chief Operating Officer

Dated: November 3, 2014

By: /s/ Richard A. Doyle
Richard A. Doyle
Treasurer and Chief Financial Officer
(principal financial and accounting officer)

Dated: November 3, 2014
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Exhibit 10.1

PARTIAL TERMINATION OF AND ELEVENTH AMENDMENT TO
AMENDED AND RESTATED MASTER LEASE AGREEMENT

(LEASE NO. 1)

THIS PARTIAL TERMINATION OF AND ELEVEN TH AMENDMENT  TO AMENDED
AND RESTATED MASTER LEASE AGREEMENT (LEASE NO. 1) (this " Amendment) is made and
entered into as of October 1, 2014 by and among each patties identified on the signature pages hereof
as a landlord (collectively, " Landlofdland each of the parties identified on the signature pages lasraof
tenant (jointly and severally, " Tendit

W ITNESSET H:

WHEREAS , pursuant to the terms of that certain Amended and RestateédrMaase Agreement
(Lease No. 1), dated as of August 4, 2009, as amended lpettaih Partial Termination of and First
Amendment to Amended and Restated Master Lease Agreement (Leageddted as of October 1, 2009,
that certain Second Amendment to Amended and Restated Master Leasm@gt (Lease No. 1), dated as
of November 17, 2009, that certain Third Amendment to AmeadddRestated Master Lease Agreement
(Lease No. 1), dated as of December 10, 2009, that certain Fartishation of and Fourth Amendment to
Amended and Restated Master Lease Agreement (Lease No. 1), datédigasifl, 2010, that certain Fifth
Amendment to Amended and Restated Master Lease Agreement (Leageddted as of May 1, 2011,
that certain Partial Termination of and Sixth Amendment to Atedrand Restated Master Lease Agreement
(Lease No. 1), dated as of June 1, 2011 , that certain Seévmetidment to Amended and Restated Master
Lease Agreement (Lease No. 1), dated as of June 20, 2011 certiaat Eighth Amendment to Amended
and Restated Master Lease Agreement (Lease No. 1), dated as of 2yl 2, that certain Partial
Termination of and Nin th Amendment to Amended and RestatettMa=ase Agreement (Lease No. 1),
dated as of August 1, 2013, and that certain Partial Tefnionnaitand Tenth Amendment to Amended and
Restated Master Lease Agreement (Lease No. 1), dated as of Janz&¥422(as so amended, " Amended
Lease No. 1), Landlord leases to Tenant, and Tenant leases from LdntherLeased Property (this and
other capitalized terms used but not otherwise defined hereimghizne meanings given such terms in
Amended Lease No. 1), all as more particularly described in Amdresess No. 1; and

WHEREAS , simultaneously herewith, SNH CHS Properties Trustliing a portion of the Leased
Property consisting of the real property and related imprenésrknown as Heartfields of Richmond and
located at 501 North Allen Avenue, Richmond, Virginias more partic ularly descri bed on Exhibit A- 47
to Amende d Lease No. 1 (the " Richmdrmbperty"); and

WHEREAS, in connection w ith the foregoing, SNH CHS PropefTiest and the other entities
comprising Landlord and Five Star Quality Care Trust andther entities comprising Tenant wish to
amend Amended Lease No. 1to terminate Amended Lease Ni regpec t to the Richmond Property;

NOW, THEREFORE , in consideration of the mutual covenants herein containedthadgood
and valuable consideration, the mutual receipt and legal sufficadivelyich are hereby acknowledged,
Landlord and Tenant hereby agree that, effective as of the date Herewfded Lease No. 1 is hereby
amended as follows:



1. Partial Termination cAmendecLeaseNo. 1. Amended Lease No. 1 is terminawith respect tc
the Richmond Property and neither Landlord nor Tenant shedl &ny further rights or liabilities thereunder
with respect to the Richmond Property from and after the d@agof) except for those rights and liabilities
which by their terms survive the termination of Amended Leaséell

2. Definition of Minimum Rent The defined term "Minimum Rent" set forth in SectiorBlo6
Amended Lease No. 1 is deleted in its entirety and replacedheittollowing:

" Minimum Rent " shall mean the sum of Fifty-Nine Million Thirty-Five’ housand
Twenty-Four and 19 /100 Dollars ($ 59,035,024.19 )ameum.

3.Schedule .. Schedule 1 to Amended Lease No. 1 is deleted in itenénd replaced with
Schedule ‘attached heret

4. Exhibit A. Exhibit A to Amended Lease No. 1 is amended by (a) dglétietext of Exhibit A47
attached thereto in its entirety and replacing it \“Intentionally Delete” .

5. Ratification. As amended hereby, Amended Lease Noherebyratified and confirmec

[Remainder of page intentionally left blank; signature page$ollow]



IN WITNESS WHEREOF , the parties have executed this Amendment as a sealed instruraént as
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/DavidJ. Hegarty
David J. Hegarty
President of each of the foregoing entities

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. Heqgarty
David J. Hegarty
President of each of the foregoing entities

[Signature Page: Partial Termination of EleventhAmendment to Amended and Restated Master Leaseefgmt (Lease No. 1



TENANT:

FIVE STAR QUALITY CARE TRUST
MORNINGSIDE OF KNOXVILLE, LLC
MORNINGSIDE OF FRANKLIN, LLC

By: /s/BruceJ. Mackey Jr.
Bruce J. Mackey Jr.
President of each of the foregoing entities

MORNINGSIDE OF MACON, LLC
MORNINGSIDE OF SENECA, L.P.
MORNINGSIDE OF HOPKINSVILLE, LIMITED
PARTNERSHIP

By: LIFETRUST AMERICA, INC.,
a Tennessee c orporation, its General Partner /Member (as
applicable)

By: /s/ Bruce J. Mackey Jr.
Bruce J. Mackey Jr.
President and Chief Executive Officer

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
Delaware limited partnership, its Sole Member

By: LIFETRU ST AMERICA, INC.,
a Tennessee c orporation, its General Partner

By: /s/ Bruce J. Mackey Jr.
Bruce J. Mackey Jr.
President and Chief Executive Officer

[Signature Page: Partial Termination of EleventhAmendment to Amended and Restated Master Leasesfgmt (Lease No. 1



MORNINGSIDE OF CULLMAN, LLC
MORNINGSIDE OF MADISON, LLC
MORNINGSIDE OF SHEFFIELD, LLC

By: MORNINGSIDE OF ALABAMA, L.P., a Delaware
limited partnership, its Sole Member

By: LIFETRU ST AMERICA, INC.,
a Tennessee c orporation, its General Partner

By: /s/ Bruce J. Mackey Jr.
Bruce J. Mackey Jr.
President and Chief Executive Officer

MORNINGSIDE OF BOWLING GREEN, LLC
MORNINGSIDE OF PADUCAH, LLC

By: MORNINGSIDE OF KENTUCKY, LIMITED
PARTNERSHIP, a Delaware limited partnership, its Sole
Member

By: LIFETRU ST AMERICA, INC.,
a Tennessee c orporation, its General Partner

By: /s/ Bruce J. Mackey Jr.
Bruce J. Mackey Jr.
President and Chief Executive Officer

[Signature Page: Partial Termination of éEleventhAmendment to Amended and Restated Master Leasefgm (Lease No. 1



MORNINGSIDE OF CONYERS, LLC
MORNINGSIDE OF GAINESVILLE, LLC

By: MORNINGSIDE OF GEORGIA, L.P., a Delaware
limited partnership, its Sole Member

By: LIFETRU ST AMERICA, INC.,
a Tennessee c orporation, its General Partner

By: [s/ Bruce J. Mackey Jr.
Bruce J. Mackey Jr.
President and Chief Executive Officer

MORNINGSIDE OF CLEVELAND, LLC
MORNINGSIDE OF COOKEVILLE, LLC
MORNINGSIDE OF JACKSON, LLC

By: MORNINGSIDE OF TENNESSEE, LLC, a Delaware
limited liability company, its Sole Member

By: /s/ Bruce J. Mackey Jr.
Bruce J. Mackey Jr.
President and Chief Executive Officer

[Signature Page: Partial Termination of éEleventhAmendment to Amended and Restated Master Leasefgm (Lease No. 1



SCHEDULE 1

PROPERTY-SPECIFIC INFORMATION

Base Gross Base Gross
Revenues Revenues Commencement Interest
Exhibit Property Address (Calendar Year) (Dollar Amount) Date Rate
A-1 La Mesa Healthcare Center 2005 $6,333,157 12/31/2001 10%

2470 South Arizona Avenue
Yuma, AZ 8536/

A-2 SunQuest Village of Yuma 2005 $543,595 12/31/2001 10%
265 East 24' Street
Yuma, AZ 8536/

A-3 Somerford Place - Encinitas 2009 $3,092,467 03/31/2008 8%
1350 South El Camino Real
Encinitas, CA 9202

A-4 Somerford Place - Fresno 2009 $3,424,896 03/31/2008 8%
6075 North Marks Avenue
Fresno, CA 9371

A-5 Lancaster Healthcare Center 2005 $6,698,648 12/31/2001 10%
1642 West Avenue J
Lancaster, CA 9353

A-6 Somerford Place — Redlands 2009 $3,065,084 03/31/2008 8%

1319 Brookside Avenue
Redlands, CA 9237

A-7 Somerford Plac- Roseville 2009 $2,802,08: 03/31/200¢ 8%
110 Sterling Court
Roseville, CA 9566.

A-8 Leisure Pointe 2007 $1,936,220 09/01/2006 8.25%
1371 Parkside Drive
San Bernardino, CA 924(

A-9 Van Nuys Health Care Cent 2005 $3,626,35:¢ 12/31/2001 10%
6835 Hazeltine Street
Van Nuys, CA 9140!

A-10 Mantey Heights 2005 $5,564,949 12/31/2001 10%
Rehabilitation & Care Center
2825 Patterson Road

Grand Junction, CO 815(

A-11 Cherrelyn Healthcare Center 2005 $12,574,200 12/31/2001 10%
5555 South Elati Street
Littleton, CO 8012(

A-12 Somerford House and 2009 $6,341,636 03/31/2008 8%
Somerford Place — Newark | &
1]

501 South Harmony Road and
4175 Ogletown Road

Newark, DE 1971

A-13 Tuscany Villa Of Naples 2008 $2,157,675 09/01/2006 8.25%
(aka Buena Vida)
8901 Tamiami Trail East
Naples, FL 3411

A-14 Intentionally Deleted N/A N/A N/A N/A

A-15 Morningside of Columbus 2006 $1,381,462 11/19/2004 9%
7100 South Stadium Drive
Columbus, GA 3190

A-16 Morningside of Dalton 2006 $1,196,357 11/19/2004 9%
2470 Dug Gap Road
Dalton, GA 3072(




A-17

Morningside of Evans
353 North Belair Road
Evans, GA 3080

2006

$1,433,421

11/19/2004

9%

A-18

Vacant Land Adjacent to
Morningside of Macon
6191 Peake Road
Macon, GA 3122(

2006

N/A

11/19/2004

9%

A-19

Intentionally Deleted

N/A

N/A

N/A

N/A

A-20

Union Park Health Services
2401 East 8 Street
Des Moines, IA 5031

2005

$4,404,678

12/31/2001

10%

A-21

Park Place
114 East Green Street
Glenwood, IA 5153:

2005

$8,109,512

12/31/2001

10%

A-22

Prairie Ridge Care &
Rehabilitation

608 Prairie Street
Mediapolis, IA 5263"

2005

$3,234,505

12/31/2001

10%

A-23

Ashwood Plact
102 Leonardwood
Frankfort, KY 40601

2007

$1,769,72¢

09/01/200¢

8.25%

A-24

Somerford Place - Annapolis
2717 Riva Road
Annapolis, MD 2140:

2009

$3,917,902

03/31/2008

8%

A-25

Somerford Place - Columbia
8220 Snowden River Parkway
Columbia, MD 2104!

2009

$3,221,426

03/31/2008

8%

A-26

Somerford Place - Frederick
2100 Whittier Drive
Frederick, MD 2170:

2009

$5,088,592

03/31/2008

8%

A-27

Somerford Place - Hagerstown
10114 & 10116 Sharpsburg
Pike

Hagerstown, MD 2174

2009

$4,066,761

03/31/2008

8%

A-28

The Wellstead of Rogers
20500 and 20600

South Diamond Lake Road
Rogers, MN 5537

2009

$12,646,616

03/01/2008

8%

A-29

Intentionally Deleted

N/A

N/A

N/A

N/A

A-30

Hermitage Gardens of Oxfo
1488 Belk Boulevard
Oxford, MS 3865¢

2007

$1,816,31¢

10/01/200¢

8.25%

A-31

Hermitage Gardens of
Southaven

108 Clarington Drive
Southaven, MS 3867

2007

$1,527,068

10/01/2006

8.25%

A-32

Ashland Care Center
1700 Furnace Street
Ashland, NE 6800

2005

$4,513,891

12/31/2001

10%

A-33

Blue Hill Care Center
414 North Wilson Street
Blue Hill, NE 6893C

2005

$2,284,065

12/31/2001

10%

A-34

Central City Care Center
2720 South 17 Avenue
Central City, NE 6846

2005

$2,005,732

12/31/2001

10%

A-35

Intentionally deletec

N/A

N/A

N/A

N/A




A-36

Gretna Community Living
Center

700 South Highway 6
Gretna, NE 6802

2005

$3,380,356

12/31/2001

10%

A-37

Sutherland Care Center
333 Maple Street
Sutherland, NE 691€

2005

$2,537,340

12/31/2001

10%

A-38

Waverly Care Cente
11041 North 137" Street
Waverly, NE 6846.

2005

$3,066,13¢

12/31/2001

10%

A-39

Intentionally deletec

N/A

N/A

N/A

N/A

A-40

Ridgepointe
5301 Brownsville Road
Pittsburgh, PA 1523

2006

$1,944,499

10/31/2005

9%

A-41

Mount Vernon of South Park
1400 Riggs Road
South Park, PA 151

2006

$2,718,057

10/31/2005

9%

A-42

Morningside of Gallatir
1085 Hartsville Pike
Gallatin, TN 3706¢

2006

$1,343,801

11/19/200¢

9%

A-43

Walking Horse Meadows
207 Uffelman Drive
Clarksville, TN 3704:

2007

$1,471,410

01/01/2007

8.25%

A-44

Morningside of Belmon
1710 Magnolia Boulevard
Nashville, TN 3721.

2006

$3,131,64¢

06/03/200¢

9%

A-45

Dominion Village at Chesapeak
2856 Forehand Drive
Chesapeake, VA 233.

2005

$1,416,951

05/30/2003

10%

A-46

Dominion Village at
Williamsburg

4132 Longhill Road
Williamsburg, VA 2318¢

2005

$1,692,753

05/30/2003

10%

A-47

Intentionally Omittec

N/A

N/A

N/A

N/A

A-48

Brookfield Rehabilitation

and Specialty Care
(aka Woodland

Healthcare Center)

18741 West Bluemound Road
Brookfield, Wl 5304&

2005

$13,028,846

12/31/2001

10%

A-49

Meadowmere-

Southport Assisted
Living
8350 and 8351 Sheridan Road
Kenosha, WI 5314

2009

$2,170,64¢

01/04/200¢

8%

A-50

Meadowmere -

Madison Assisted
Living
5601 Burke Road
Madison, WI 5371¢

2009

$2,136,654

01/04/2008

8%

A-51

Sunny Hill Health Care Center
4325 Nakoma Road
Madison, WI 5371:

2005

$3,237,633

12/31/2001

10%

A-52

Mitchell Manor Senior Living
5301 West Lincoln Avenue
West Allis, WI 5321¢

2009

$12,348,104

01/04/2008

8%

A-53

Laramie Care Center
503 South 18 Street
Laramie, WY 8207(

2005

$4,473,949

12/31/2001

10%




A-54

Haven in Highland Creek
5920 McChesney Drive
Charlotte, NC 28269

Laurels in Highland Creek
6101 Clark Creek Parkway
Charlotte, NC 2826

2010

$6,454,157

11/17/2009

8.75%

A-55

Haven in the Village

at Carolina Place
13150 Dorman Road
Pineville, NC 28134

Laurels in the Village
at Carolina Place

13180 Dorman Road
Pineville, NC 2813«

2010

$7,052,42¢

11/17/200¢

8.75%

A-56

Haven in the Summit
3 Summit Terrace
Columbia, SC 2922

2010

$2,308,737

11/17/2009

8.75%

A-57

Haven in the Village at
Chanticleer

355 Berkmans Lane
Greenville, SC 2960

2010

$2,197,919

11/17/2009

8.75%

A-58

Intentionally Delete(

N/A

N/A

N/A

N/A

A-59

Haven in Stone Oak
511 Knights Cross Drive
San Antonio, TX 78258

Laurels in Stone Oak
575 Knights Cross Drive San
Antonio, TX 7825¢

2010

$6,584,027

11/17/2009

8.75%

A-60

Eastside Garder
2078 Scenic Highway North
Snellville, GA 3007¢

2010

$1,766,628

12/10/2009

8.75%

A-61

Crimson Pointe
7130 Crimson Ridge Drive
Rockford, IL 61107

2012

$2,568,827

05/01/2011

8%

A-62

Talbot Park
6311 Granby Street
Norfolk, VA 23305

2012

$3,866,871

06/20/2011

7.5%

A-63

The Landing at Parkwoc
Village

1720 Parkwood Boulevard
Wilson, NC 2789:

2012

$4,318,990

06/20/2011

7.5%

A-64

Aspenwooc
14400 Homecrest Road Silver
Spring, MD 20906

2005

$4,470,354

10/25/2002

10 %

A-65

HeartFields aEastor
700 Port Street
Easton, MD 2160

2005

$2,545,887

10/25/2002

10 %

A-66

Morningside of Macot
6191 Peake Road
Macon, GA 3122(

2006

$1,298,541

11/19/2004

9%

A-67

Morningside of Beaufol
109 Old Salem Road
Beaufort, SC 2990

2006

$1,337,453

11/19/2004

9%

A-68

Morningside of Camde
719 Kershaw Highway
Camden, SC 290z

2006

$1,595,035

11/19/2004

9%

A-69

Morningside of Hartsville
1901 West Carolina Avenue
Hartsville, SC 2955

2006

$1,507,131

11/19/2004

9%




A-70

Morningside of Lexingtol
218 Old Chapin Road
Lexington, SC 2907

2006

$1,638,422

11/19/2004

9%

A-71

Morningside of Orangebut
2306 Riverbank Drive
Orangeburg, SC 291:

2006

$1,129,76¢

11/19/200¢

9%

A-72

Morningside of Senec
15855 Wells Highway
Seneca, SC 296.

2006

$1,684,477

11/19/2004

9%

A-73

Morningside of Cullmat
2021 Dahlke Dr. NE
Cullman, AL 3205¢

2006

$1,413,633

11/19/2004

9%

A-74

Morningside of Madisol
49 Hughes Road
Madison, AL 3575¢

2006

$1,531,206

11/19/2004

9%

A-75

Morningside of Sheffielt
413 D. D. Cox Boulevard
Sheffield, AL 3566(

2006

$1,495,038

11/19/2004

9%

A-76

Morningside of Bowling Gree
981 Campbell Lane
Bowling Green, KY 4210

2006

$1,458,781

11/19/2004

9%

A-T7

Morningside of Paduce
1700 Elmdale Road
Paducah, KY 4200

2006

$2,012,245

11/19/2004

9%

A-78

Morningside of Conyer
1352 Wellbrook Circle
Conyers, GA 3001

2006

$1,646,91(

11/19/200¢

9%

A-79

Morningside of Gainesvill
2435 Limestone Parkway
Gainesville, GA 3050

2006

$1,453,250

11/19/2004

9%

A-80

Morningside of Clevelan
2900 Westside Drive, N.W.
Cleveland, TN 3731

2006

$1,212,846

11/19/2004

9%

A-81

Morningside of Cookevill¢
1010 East Spring Street
Cookeville, TN 3850:

2006

$1,513,932

11/19/2004

9%

A-82

Morningside of Jackso
1200 North Parkway
Jackson, TN38305

2006

$1,787,155

11/19/2004

9%

A-83

Williamsburg Villas

A Morningside Community
3020 Heatherton Way
Knoxville, TN 3792C

2006

$2,728,841

11/19/2004

9%

A-84

Morningside of Franklir
105 Sunrise Circle
Franklin, TN 3706"

2006

$1,582,509

11/19/2004

9%

A-85

Morningside of Hopkinsville
4190 Lafayette Road
Hopkinsville, KY 4224(

2006

$1,444,24€

11/19/200¢

9%




Exhibit 12.1

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

Nine Months
Ended
September 30 Year Ended December 31,
2014 2013 2012 2011 2010 2009

Earnings:
Pre-tax income from continuing operations
before equity in earnings of an inves $ 109,874 $ 183,731 $ 131,823 $ 147,306 $ 116,373 $ 109,616

Fixed charge 99,213 117,819 117,240 98,262 80,017 56,404
Adjusted earning $ 209,087 $ 301,550 $ 249,063 $ 245,568 $ 196,390 $ 166,02C

Fixed charges
Interest expens $ 99,213 $ 117,819 $ 117,240 $ 98,262 $ 80,017 $ 56,404

Ratio of earnings to fixe charges 2.1x 2.6x 2.1x 2.5x 2.5x 2.9x

{B1783633; 1}



Exhibit 31.1

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

I, Barry M. Portnoy, certify that:

1.

2.

Date:

I have reviewed this Quarterly Report on Fortf-Q of Senior Housing Properties Trust;

Based on my knowledge, this report does notaiorny untrue statement of a material fact or engtate a material
fact necessary to make the statements made, indfghe circumstances under which such statemeats made, not
misleading with respect to the period covered ligy tbport;

Based on my knowledge, the financial statememts,other financial information included in théport, fairly present in
all material respects the financial condition, Hssaf operations and cash flows of the registeentf, and for, the periods
presented in this report;

The registrant ’ s other certifying officer (nd | are responsible for establishing and maimtg disclosure controls
and procedures (as defined in Exchange Act Rul8a-15 (e) and 15d-15(e)) and internal contr@rdinancial
reporting (as defined in Exchange Act Rules 18#fll and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedoifes
designed under our supervision, to ensure thatriabieformation relating to the registrant, inciog its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in
which this report is being prepared;

b) Designed such internal control over financiglaing, or caused such internal control over fiahreporting
to be designed under our supervision, to providegrable assurance regarding the reliability afrfaial
reporting and the preparation of financial statetséor external purposes in accordance with gelyeaaktepted
accounting principles;

C) Evaluated the effectiveness of the registrandiisclosure controls and procedures and preséntad report
our conclusions about the effectiveness of thelaisce controls and procedures, as of the endegpéhiod
covered by this report based on such evaluatioth; an

d) Disclosed in this report any change in the ttegid ' s internal control over financial reportititgat occurred
during the registrant * s most recent fiscal qua(ttee registrant ’ s fourth fiscal quarter in tese of an annual
report) that has materially affected, or is reabbnbkely to materially affect, the registrant irsternal control
over financial reporting; and

The registrant ’ s other certifying officer (gnd | have disclosed, based on our most recedi&ion of internal control
over financial reporting, to the registrant ’ s gors and the audit committee of the registranbbard of directors (or
persons performing the equivalent functions):

a) All significant deficiencies and material weakses in the design or operation of internal comvel financial
reporting which are reasonably likely to adversafgct the registrant * s ability to record, progesummarize
and report financial information; and

b) Any fraud, whether or not material, that invaveanagement or other employees who have a sigmifiole in
the registrant ' s internal control over finanaiaporting.

November 3, 2014 /s/ Barry M. Portnoy
Barry M. Portnoy
Managing Truste




Exhibit 31.2

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

I, Adam D. Portnoy, certify that:

1.

2.

Date:

I have reviewed this Quarterly Report on Fortf-Q of Senior Housing Properties Trust;

Based on my knowledge, this report does notaiorny untrue statement of a material fact or engtate a material
fact necessary to make the statements made, indfghe circumstances under which such statemeats made, not
misleading with respect to the period covered ligy tbport;

Based on my knowledge, the financial statememts,other financial information included in théport, fairly present in
all material respects the financial condition, Hssaf operations and cash flows of the registeentf, and for, the periods
presented in this report;

The registrant ’ s other certifying officer (nd | are responsible for establishing and maimtg disclosure controls
and procedures (as defined in Exchange Act Rul8a-15 (e) and 15d-15(e)) and internal contr@rdinancial
reporting (as defined in Exchange Act Rules 18#fll and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedoifes
designed under our supervision, to ensure thatriabieformation relating to the registrant, inciog its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in
which this report is being prepared;

b) Designed such internal control over financiglaing, or caused such internal control over fiahreporting
to be designed under our supervision, to providearable assurance regarding the reliability afrfaial
reporting and the preparation of financial statetséor external purposes in accordance with gelyeaaktepted
accounting principles;

C) Evaluated the effectiveness of the registrandiisclosure controls and procedures and preséntad report
our conclusions about the effectiveness of thelaisce controls and procedures, as of the endegpéhiod
covered by this report based on such evaluatioth; an

d) Disclosed in this report any change in the ttegid ' s internal control over financial reportititgat occurred
during the registrant * s most recent fiscal qua(ttee registrant ’ s fourth fiscal quarter in tese of an annual
report) that has materially affected, or is reabbnbkely to materially affect, the registrant irsternal control
over financial reporting; and

The registrant ’ s other certifying officer (gnd | have disclosed, based on our most recedi&ion of internal control
over financial reporting, to the registrant ’ s gors and the audit committee of the registranbbard of directors (or
persons performing the equivalent functions):

a) All significant deficiencies and material weakses in the design or operation of internal comvel financial
reporting which are reasonably likely to adversafgct the registrant * s ability to record, progesummarize
and report financial information; and

b) Any fraud, whether or not material, that invaveanagement or other employees who have a sigmifiole in
the registrant ' s internal control over finanaiaporting.

November 3, 2014 /s/ Adam D. Portno'
Adam D. Portnoy
Managing Truste




Exhibit 31.3

CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-(8) AND 15d-14(a)

I, David J. Hegarty, certify that:

1.

2.

Date:

I have reviewed this Quarterly Report on ForrQL6f Senior Housing Properties Trust;

Based on my knowledge, this report does notaior@ny untrue statement of a material fact or eongtate a material
fact necessary to make the statements made, indfghe circumstances under which such statemeats made, not
misleading with respect to the period covered ligy tbport;

Based on my knowledge, the financial statememts,other financial information included in théport, fairly present in
all material respects the financial condition, Hssaf operations and cash flows of the registeentf, and for, the periods
presented in this report;

The registrant ’ s other certifying officer(s)dal are responsible for establishing and maintajmlisclosure controls and
procedures (as defined in Exchange Act Rules 18e)}Hhd 15d-15(e)) and internal control over finaheporting (as
defined in Exchange Act Rules 13a-15(f) and 15d)15gr the registrant and have:

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedoifes
designed under our supervision, to ensure thatriabieformation relating to the registrant, inclog its
consolidated subsidiaries, is made known to usthgre within those entities, particularly during theriod in
which this report is being prepared;

b) Designed such internal control over financiglaing, or caused such internal control over fiahreporting
to be designed under our supervision, to providegrable assurance regarding the reliability afrfaial
reporting and the preparation of financial statetséor external purposes in accordance with gelyeaatepted
accounting principles;

C) Evaluated the effectiveness of the registrantlisclosure controls and procedures and preséntbi report
our conclusions about the effectiveness of thelasce controls and procedures, as of the endegpéhniod
covered by this report based on such evaluaticth; an

d) Disclosed in this report any change in the ttegid ' s internal control over financial reportititgat occurred
during the registrant ' s most recent fiscal qua(tiee registrant ’ s fourth fiscal quarter in tese of an annual
report) that has materially affected, or is reabbnbkely to materially affect, the registrant irsternal control
over financial reporting; and

The registrant ’ s other certifying officer(s)cal have disclosed, based on our most recent atvaiuof internal control
over financial reporting, to the registrant ’ s @os and the audit committee of the registranbbard of directors (or
persons performing the equivalent functions):

a) All significant deficiencies and material weakses in the design or operation of internal corvel financial
reporting which are reasonably likely to adversafgct the registrant ’ s ability to record, progesummarize
and report financial information; and

b) Any fraud, whether or not material, that invaveanagement or other employees who have a sigmifiole in
the registrant ' s internal control over finanaiaporting.

November 3, 2014 /s/ David J. Hegart
David J. Hegart
President and Chief Operating Offic




Exhibit 31.4

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

I, Richard A. Doyle, certify that:

1.

2.

Date:

I have reviewed this Quarterly Report on Fortf-Q of Senior Housing Properties Trust;

Based on my knowledge, this report does notaiorny untrue statement of a material fact or engtate a material
fact necessary to make the statements made, indfghe circumstances under which such statemeats made, not
misleading with respect to the period covered ligy tbport;

Based on my knowledge, the financial statememts,other financial information included in théport, fairly present in
all material respects the financial condition, Hssaf operations and cash flows of the registeentf, and for, the periods
presented in this report;

The registrant ’ s other certifying officer (nd | are responsible for establishing and maimtg disclosure controls
and procedures (as defined in Exchange Act Rul8a-15 (e) and 15d-15(e)) and internal contr@rdinancial
reporting (as defined in Exchange Act Rules 18#fll and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedoifes
designed under our supervision, to ensure thatriabieformation relating to the registrant, inciog its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in
which this report is being prepared;

b) Designed such internal control over financiglaing, or caused such internal control over fiahreporting
to be designed under our supervision, to providegrable assurance regarding the reliability afrfaial
reporting and the preparation of financial statetséor external purposes in accordance with gelyeaaktepted
accounting principles;

C) Evaluated the effectiveness of the registrandiisclosure controls and procedures and preséntad report
our conclusions about the effectiveness of thelaisce controls and procedures, as of the endegpéhiod
covered by this report based on such evaluatioth; an

d) Disclosed in this report any change in the ttegid ' s internal control over financial reportititgat occurred
during the registrant * s most recent fiscal qua(ttee registrant ’ s fourth fiscal quarter in tese of an annual
report) that has materially affected, or is reabbnbkely to materially affect, the registrant irsternal control
over financial reporting; and

The registrant ’ s other certifying officer (gnd | have disclosed, based on our most recedi&ion of internal control
over financial reporting, to the registrant ’ s gors and the audit committee of the registranbbard of directors (or
persons performing the equivalent functions):

a) All significant deficiencies and material weakses in the design or operation of internal comvel financial
reporting which are reasonably likely to adversafgct the registrant * s ability to record, progesummarize
and report financial information; and

b) Any fraud, whether or not material, that invaveanagement or other employees who have a sigmifiole in
the registrant ' s internal control over finanaiaporting.

November 3, 2014 /s/ Richard A. Doyle
Richard A. Doyle
Treasurer and Chief Financial Offic




Exhibit 32.1

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

In connection with the filing by Senior Housing Peaties Trust (the “ Company ") of the Quarterlgg®rt on Form 10-
Q for the period ended September 30, 2014 (Regort "), each of the undersigned hereby cestifie the best of his
knowledge:

1. The Report fully complies with the requirementSection 13 (a) or 15 (d) of the Securifieshange Act of
1934; and

2. The information contained in the Report fairhegents, in all material respects, the financialdition and results of
operations of the Company.

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

Barry M. Portnoy David J. Hegarty

Managing Trustee President and Chief Operating Officer
/sl Adam D. Portnoy /s/ Richard A. Doyle

Adam D. Portnoy Richard A. Doyle

Managing Trustee Treasurer and Chief Financial Officer

Date: November 2, 2014



