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In this Annual Report on Form HX, the terms the “ Company ”, “SNH”, “we "} us”and “ our " include Senior Housing Propest
Trust and its consolidated subsidiaries, unlessdméext indicates otherwise.

WARNING CONCERNING FORWARD LOOKING STATEMENTS

THIS ANNUAL REPORT ON FORM 16K CONTAINS STATEMENTS THAT CONSTITUTE FORWARD LOOKING
STATEMENTS WITHIN THE MEANING OF THE PRIVATE SECURITIES LITIGAIDN REFORM ACT OF 1995 AND OTHER
SECURITIES LAWS. ALSO, WHENEVER WE USE WORDS SUCH AS “BELIEY “EXPECT", “ANTICIPATE”", “INTEND”, “PLAN",
“ESTIMATE” OR SIMILAR EXPRESSIONS, WE ARE MAKING FORWARD LOOKINGTATEMENTS. THESE FORWARD
LOOKING STATEMENTS ARE BASED UPON OUR PRESENT INTENT, BELIEFS GRPECTATIONS, BUT FORWARD LOOKING
STATEMENTS ARE NOT GUARANTEED TO OCCUR AND MAY NOT OCCUR. FORWARIMOKING STATEMENTS IN THIS
REPORT RELATE TO VARIOUS ASPECTS OF OUR BUSINESS, INCLUDING:

« OUR ACQUISITIONS AND SALES OF PROPERTIES,

« OURABILITY TO COMPETE FOR ACQUISITIONS AND TENANCIES EFFECVTELY,

« OURABILITY TO RAISE EQUITY OR DEBT CAPITAL,

« OURABILITY TO PAY DISTRIBUTIONS TO OUR SHAREHOLDERS AND THE ARMUNT OF SUCH DISTRIBUTIONS,

o« OURABILITY TO RETAIN OUR EXISTING TENANTS, ATTRACT NEW TERNTS AND MAINTAIN OR INCREASE
CURRENT RENTAL RATES

« THE CREDIT QUALITIES OF OUR TENANTS,

« OUR POLICIES AND PLANS REGARDING INVESTMENTS AND FINANCING:!

« THE FUTURE AVAILABILITY OF BORROWINGS UNDER OUR REVOLVING CREDIT FAQITY,

« OURABILITY TO PAY INTEREST ON AND PRINCIPAL OF OUR DEBT,

« OUR TAX STATUS AS A REAL ESTATE INVESTMENT TRUST, OR REI

o OUR BELIEF THAT THE AGING U.S. POPULATION WILL INCREASE THE DEMND FOR EXISTING SENIOR LIVINC
COMMUNITIES,

« OUR BELIEF THAT FIVE STAR QUALITY CARE, INC., OR FIVE STAR, OURORMER SUBSIDIARY, WHICH IS OUF
LARGEST TENANT AND WHICH MANAGES CERTAIN OF OUR SENIOR LIVING COMMUNIHS FOR OUR
ACCOUNT, HAS ADEQUATE FINANCIAL RESOURCES AND LIQUIDITY TO MEET I$ OBLIGATIONS TO US AND
TO MANAGE OUR SENIOR LIVING COMMUNITIES SUCCESSFULLY

o« OUR EXPECTATION THAT WE WILL BENEFIT FINANCIALLY BY PARTICIFATING IN AFFILIATES INSURANCE
COMPANY, OR AIC, WITH REIT MANAGEMENT & RESEARCH LLC, OR RMR, ANCOMPANIES TO WHICH RMR
PROVIDES MANAGEMENT SERVICES, ANL

« OTHER MATTERS.
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OUR ACTUAL RESULTS MAY DIFFER MATERIALLY FROM THOSE CONTAINED IN ORMPLIED BY OUR FORWARD
LOOKING STATEMENTS AS A RESULT OF VARIOUS FACTORS. FACTORS THADOLD HAVE A MATERIAL ADVERSE
EFFECT ON OUR FORWARD LOOKING STATEMENTS AND UPON OUR BUSINESS, REE$S OF OPERATIONS, FINANCIAL
CONDITION, FUNDS FROM OPERATIONS, OR FFO, NORMALIZED FUNDS FROM QAT IONS, OR NORMALIZED FFO, NET
OPERATING INCOME, OR NOI, CASH FLOWS, LIQUIDITY AND PROSPECTS INGDE, BUT ARE NOT LIMITED TO:

« THE IMPACT OF CHANGES IN THE ECONOMY AND THE CAPITAL MARKETS ON USND OUR TENANTS AND
MANAGERS,

o THE IMPACT OF THE PATIENT PROTECTION AND AFFORDABLE CARE ACT, ASMENDED BY THE
HEALTHCARE AND EDUCATION RECONCILIATION ACT, OR COLLECTIVELY, THE £A, AND OTHER EXISTING
OR PROPOSED LEGISLATION OR REGULATIONS ON US, ON OUR TENANTS AND MANAGERS AGN THEIR
ABILITY TO PAY OUR RENTS AND RETURNS

« ACTUAL AND POTENTIAL CONFLICTS OF INTEREST WITH OUR MANAGING TRUSTEE, FIVE STAR, RMR, AIC,
D&R YONKERS LLC, SELECT INCOME REIT, OR SIFAND THEIR RELATED PERSONS AND ENTITIES

« COMPLIANCE WITH, AND CHANGES TO, FEDERAL, STATE AND LOCAL LAWS ANIREGULATIONS,
ACCOUNTING RULES, TAX LAWS AND SIMILAR MATTERS,

« LIMITATIONS IMPOSED ON OUR BUSINESS AND OUR ABILITY TO SATISFY COMPLERULES IN ORDER FOR U
TO QUALIFY AS A REIT FOR U.S. FEDERAL INCOME TAX PURPOSE

« COMPETITION WITHIN THE HEALTHCARE AND REAL ESTATE INDUSTRIESAND

« ACTS OF TERRORISM, OUTBREAKS OF SO CALLED PANDEMICS OR OTHER MAMBIE OR NATURAL
DISASTERS BEYOND OUR CONTROL

FOR EXAMPLE:

« FIVE STAR IS OUR LARGEST TENANT AND MANAGES CERTAIN OF OUR SEGR LIVING COMMUNITIES FOR
OUR ACCOUNT AND FIVE STAR MAY EXPERIENCE FINANCIAL DIFFICULTIERAS A RESULT OF A NUMBER OF
FACTORS, INCLUDING, BUT NOT LIMITED TO:

« MATERIAL WEAKN ESSES IN ITS INTERNAL CONTROLS

+« CHANGES IN MEDICARE AND MEDICAID PAYMENTS, INCLUDING THOSE THAT MAY REBLT FROM
THE ACA AND OTHER EXISTING OR PROPOSED LEGISLATION OR REGULATIONS, WH{ COULD
RESULT IN REDUCED RATES OR A FAILURE OF SUCH RATES TO COVER FI8EAR'S COSTS

»« CHANGES IN REGULATIONS AFFECTING FIVE STAR'S OPERATIONS,

« CHANGES IN THE ECONOMY GENERALLY OR GOVERNMENTAL POLICIES WHICH RBJCE THE
DEMAND FOR THE SERVICES FIVE STAR OFFER

« INCREASES IN INSURANCE AND TOR T LIABILITY AND OTHER COSTS,

Il
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« INEFFECTIVE INTEGRATION OF NEW ACQUISITIONS, AND
« INSUFFICIENT ACCESS TO CAPITAL AND FINANCING,

« |IF FIVE STAR'S OPERATIONS BECOME UNPROFITABLE, FIVE STAR MAY BECOME UNABLTO PAY OUR RENT:!
AND WE MAY NOT RECEIVE OUR EXPECTED RETURN ON OUR INVESTED CAPITADR ADDITIONAL
AMOUNTS FROM OUR SENIOR LIVING COMMUNITIES THAT ARE MANAGED BY FIVE BAR,

« OUR OTHER TENANTS MAY EXPERIENCE LOSSES AND BECOME UNABLE T@P OUR RENTS,

« CONTINUED AVAILABILITY OF BORROWINGS UNDER OUR REVOLVING CREDIT FACILTY IS SUBJECT TO OUF
SATISFYING CERTAIN FINANCIAL COVENANTS AND MEETING OTHER CUSTOMARY CRBIT FACILITY
CONDITIONS,

« ACTUAL COSTS UNDER OUR REVOLVING CREDIT FACILITNAND OTHER FLOATING RATE CREDIT FACILITIES

WILL BE HIGHER THAN LIBOR PLUS A PREMIUM BECAUSE OF OTHEREES AND EXPENSES ASSOCIATED
WITH OUR REVOLVING CREDIT FACILITY AND OTHER FLOATING RATE CREDIT FACILITIES,

« THE MAXIMUM BORROWING AVAILABILITY UNDER OUR REVOLVING CREDIT FACILITY AND TERM LOAN
MAY BE INCREASED TO UP TO $2.2 BILLION ON A COMBINED BASIS INERTAIN CIRCUMSTANCES.
HOWEVER, INCREASING THE MAXIMUM BORROWING AVAILABILITY UNDER OURREVOLVING CREDIT
FACILITY AND TERM LOAN IS SUBJECT TO OUR OBTAINING ADDITIONAL COMMITMENTS FROM LENDERS,
WHICH MAY NOT OCCUR,

« WE HAVE THE OPTION TO EXTEND THE MATURITY DATE OF OUR REVOLVING CRHET FACILITY SUBJECT TO
MEETING CERTAIN TERMS AND CONDITIONS AND PAYMENT OF A FEE. HOWENE THE APPLICABLE
CONDITIONSMAY NOT BE MET.

« THE MARGINS USED TO DETERMINE THE INTEREST RATE ON OUR REVOLMBNCREDIT FACILITY AND TERM
LOAN AND THE FACILITY FEE WE PAY ON OUR REVOLVING CREDIT FACILITY AREBASED ON OUR CREDIT
RATINGS. FUTURE CHANGES IN OUR CREDIT RATINGS MAY CAUSE THE INNREST AND FEES WE PAY TO
CHANGE,

« CONTINGENCIES IN OUR ACQUISITION AND SALE AGREEMENTS MAY NOT BE SATI®#D AND OUR PENDING
SALES OR ACQUISITIONS AND ANY RELATED MANAGEMENT AGREEMENTS MAY NODCCUR, MAY BE
DELAYED OR THE TERMS OF SUCH TRANSACTIONS MAY CHANGI

o THIS ANNUAL REPORT ON FORM 10-K STATES THAT WE CURRENTLY EXT TO COMPLETE THE
ACQUISITION OF 38 SENIOR LIVING COMMUNITIES DURING THE SECOND QUARTER @B15. THIS
ACQUISITION IS SUBJECT TO CLOSING CONDITIONS. THESE CONDITIONB\Y NOT BE SATISFIED AND THE
ACQUISITION MAY NOT OCCUR, MAY BE DELAYED OR THE TERMS MAY CHANGE

« WE MAY BE UNABLE TO REPAY OUR DEBT OBLIGATIONS WHEN THEY BECOME DUE
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OUR ABILITY TO MAKE FUTURE DISTRIBUTIONS AND PAYMENTS OF PRINGAL AND INTEREST ON OUR
NOTES OR OUR OTHER INDEBTEDNESDEPENDS UPON A NUMBER OF FACTORS, INCLUDING OUR FUTURE
EARNINGS, CAPITAL COSTS TO LEASE AND OPERATE OUR PROPERTIES , VWINRG CAPITAL REQUIREMENTS
AND DEBT SERVICE OBLIGATIONS . WE MAY BE UNABLE TO MAINTAIN OUR @WRRENT RATE OF
DISTRIBUTIONS AND FUTURE DISTRIBUTIONS MAY BE SUSPENDEI
OUR ABILITY TO GROW OUR BUSINESS AND INCREASE OUR DISTRIBUTIONS PENDS IN LARGE PART UPON
OUR ABILITY TO BUY PROPERTIES AND ARRANGE FOR THEIR PROFITABLEPERATION OR LEASE THEM FOR
RENTS, LESS PROPERTY OPERATINEXPENSES, THAT EXCEED OUR CAPITAL COSTS. WE MAY BE UNABLE 1
IDENTIFY PROPERTIES THAT WE WANT TO ACQUIRE OR TO NEGOTIATE ACBEABLE PURCHASE PRICES,
ACQUISITION FINANCING, MANAGEMENT CONTRACTS OR LEASE TERMS FORBW PROPERTIES
SOME OF OUR TENANTS MAY NOT RENEW EXPIRING LEASES, AND WE MAY BENABLE TO LOCATE NEW
TENANTS TO MAINTAIN OR INCREASE THE HISTORICAL OCCUPANCY RATES OFRORENTS FROM, OUR
PROPERTIES
RENTS THAT WE CAN CHARGE AT OUR PROPERTIES MAY DECLINE BECAB®F CHANGING MARKET
CONDITIONS OR OTHERWISE
WE MAY ENTER INTO ADDITIONAL MANAGEMENT AGREEMENTS OR POOLING AGRERENTS WITH FIVE
STAR FOR FIVE STAR TO MANAGE ADDITIONAL SENIOR LIVING COMMUNITES THAT WE ACQUIRE OR THAT
WE CURRENTLY OWN. HOWEVER, THERE CAN BE NO ASSURANCE THAT WE ANBVE STAR WILL ENTER
INTO ANY ADDITIONAL MANAGEMENT AGREEMENTS OR POOLING AGREEMENTS
SPECIAL COMMITTEES OF EACH OF OUR BOARD OF TRUSTEES AND FIVEAR'S BOARD OF DIRECTORS
COMPOSED SOLELY OF OUR INDEPENDENT TRUSTEES AND FIVE STAR’'S INDEPENDENRBCTORS WHO
ARE NOT ALSO TRUSTEES OR DIRECTORS OF THE OTHER PARTY AND WHE&RE REPRESENTED BY
SEPARATE COUNSEL REVIEWED AND APPROVED THE TERMS OF THE INITIAL MANAGEENT AGREEMENTS
AND POOLING AGREEMENT BETWEEN US AND FIVE STAR AND THE TERMS OFHE SUBSEQUENT
MANAGEMENT AGREEMENTS AND POOLING AGREEMENTS WERE APPROVED BY OUR INDERDENT
TRUSTEES AND BOARD OF TRUSTEES AND BY THE INDEPENDENT DIRECTORSD BOARD OF DIRECTORS O
FIVE STAR. AN IMPLICATION OF THESE STATEMENTS MAY BE THAT THESEHRMS ARE AS FAVORABLE TO
US AS TERMS WE COULD OBTAIN FOR SIMILAR ARRANGEMENTS FROM UNRBITED THIRD PARTIES.
HOWEVER, DESPITE THESE PROCEDURAL SAFEGUARDS, WE COULD STILE BUBJECTED TO CLAIMS
CHALLENGING THESE TRANSACTIONS OR OUR ENTRY INTO THESE TRANSA@INS BECAUSE OF THE
MULTIPLE RELATIONSHIPS AMONG US, FIVE STAR AND RMR AND THEIR RELAED PERSONS AND ENTITIES,
AND DEFENDING EVEN MERITLESS CLAIMS COULD BE EXPENSIVE AND DISRACTING TO MANAGEMENT,
AS OF DECEMBER 31, 2014, APPROXIMATELY 96% OF OUR NOI WEENERATED FROM PROPERTIES WHERE A
MAJORITY OF THE NOI IS DERIVED FROM OUR TENANTS’ AND RESIDENTS’ MRATE RESOURCES. THIS MAY
IMPLY THAT WE WILL MAINTAIN OR INCREASE THE PERCENTAGE OF OB NOI GENERATED FROM PRIVATE
RESOU R CES AT OUR SENIOR LIVING COMMUNITIES. HOWEVER, RIBEENTS’ AND PATIENTS’ ABILITY TO
FUND CHARGES WITH PRIVATE RESOURCES MAY BECOME MORE LIMITED INHE FUTURE AND WE MAY BE
REQUIRED OR MAY ELECT FOR BUSINESS REASONS TO ACCEPT OR PURREYENUES FROM GOVERNVENT
PAY SOURCES, WHICH COULD RESULT IN AN INCREASED PART OF OUR NOI BE GEN ERATED FROM
GOVERNMENT PAYMENTS,

v
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« WE CURRENTLY EXPECT TO ASSUME APPROXIMATELY $153 MILLION OF MRTGAGE DEBT IN CONNECTION
WITH THE 38 SENIOR LIVING COMMUNITIES WE HAVE AGREED TO ACQUIREND TO FUND THE BALANCE OF
THE PURCHASE PRICE USING CASH ON HAND AND DRAWINGS UNDER OUR UNSECURED/REVING
CREDIT FACILITY. OUR ASSUMPTION OF THE $153 MILLION OF MORTGAES WILL REQUIRE THE APPROVAL
OF THE MORTGAGEES WHICH MAY NOT BE OBTAINED. ALSO, ALTHOUGH WE CURRHELY HAVE CASH ON
HAND, AND THE ENTIRE AMOUNT OF OUR $ 750 MILLION AVAILABLE FOR DRWINGS UNDER OUR
UNSECURED REVOLVING CREDIT FACILITY, THE AMOUNTS OF CASH AND AVAIABLE DRAWINGS MAY BE
LESS THAN REQUIRED TO CLOSE WHEN OUR PURCHASE OF THE 38 SENIORING COMMUNITIES
OCCURS. FOR THESE REASONS OR IN OUR DISCRETION, WE MAY FUND SHCQUISITION THROUGH
DIFFERENT MEANS,

« WE HAD 5 PROPERTIES ( 8 BUILDINGS) CLASSIFIED AS HELD FOR SAIS OF DECEMBER 31, 2014, AND WE
SOLD ONE OF THOS E PROPERTIES (ONE BUILDING) IN FEBRUARY 20 MAY NOT BE ABLE TO SELL THE
REMAINDER OF THESE PROPERTIES ON TERMS ACCEPTABLE TO URB OTHERWISE, AND

« WE BELIEVE THAT OUR CONTINUING RELATIONSHIPS WITH FIVE STAR, RR, AIC, D&R YONKERS LLC, SIR
AND THEIR AFFILIATED AND RELATED PERSONS AND ENTITIES MAY BENEHRI US AND PROVIDE US WITH
COMPETITIVE ADVANTAGES IN OPERATING AND GROWING OUR BUSINESS . IN FACT, THE ADVANTAGES
WE BELIEVE WE MAY REALIZE FROM THESE RELATIONSHIPS MAY NOMATERIALIZE .

THESE RESULTS COULD OCCUR DUE TO MANY DIFFERENT CIRCUMSTANSESOME OF WHICH ARE BEYOND OUR
CONTROL, SUCH AS CHANGED MEDICARE AND MEDICAID RATES, NEW LEGIATION OR REGULATIONS AFFECTING
OUR BUSINESS OR THE BUSINESSES OF OUR TENANTS OR MANAGERS, CHANGESUR TENANTS’ OR MANAGERS’
REVENUES OR COSTS, CHANGES IN OUR TENANTS’ OR MANAGERS’ FINANCIAONDITIONS, CHANGES IN CAPITAL
MARKETS OR THE ECONOMY GENERALLY OR NATURAL DISASTERS.

THE INFORMATION CONTAINED ELSEWHERE IN THIS ANNUAL REPORT ON FOR10 -K OR IN OUR FILINGS WITH

THE SECURITIES AND EXCHANGE COMMISSION, OR SEC, INCLUDING UNDERE CAPTION “RISK FACTORS”, OR
INCORPORATED HEREIN OR THEREIN, IDENTIFIES OTHER IMPORTANT FAORS THAT COULD CAUSE DIFFERENCES
FROM OUR FORWARD LOOKING STATEMENTS. OUR FILINGS WITH THE SEC AR/AILABLE ON THE SEC’'S WEBSITE AT
WWW.SEC.GOV.

YOU SHOULD NOT PLACE UNDUE RELIANCE UPON OUR FORWARD LOOKING STATEMENTS.

EXCEPT AS REQUIRED BY LAW, WE DO NOT INTEND TO UPDATE OR CHANGE ANYORWARD LOOKING
STATEMENTS AS A RESULT OF NEW INFORMATION, FUTURE EVENTS OR OTHBRSE.

STATEMENT CONCERNING LIMITED LIABILITY

THE AMENDED AND RESTATED DECLARATION OF TRUST ESTABLISHING SENIOROUSING PROPERTIES TRUST, DATED
SEPTEMBER 20, 1999, AS AMENDED AND SUPPLEMENTED, AS FILEMITH THE STATE DEPARTMENT OF ASSESSMENTS
AND TAXATION OF MARYLAND, PROVIDES THAT NO TRUSTEE, OFFICER, SHAREH@MER, EMPLOYEE OR AGENT OF
SENIOR HOUSING PROPERTIES TRUST SHALL BE HELD TO ANY PERSONWABILITY, JOINTLY OR SEVERALLY, FOR ANY
OBLIGATION OF, OR CLAIM AGAINST, SENIOR HOUSING PROPERTIES UST. ALL PERSONS DEALING WITH SENIOR
HOUSING PROPERTIES TRUST IN ANY WAY SHALL LOOK ONLY TO THE ASSETS GENIOR HOUSING PROPERTIES TRUST
FOR THE PAYMENT OF ANY SUM OR THE PERFORMANCE OF ANY OBLIGATION.

\"
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PART |

Iltem 1. Busines s.

The Company.

We are a real estate investment trust, or REIT whaa organized under the laws of the State of Madyla 1998. As of
December 31, 201 4 , we owned 370 properties (39dibg8s) located in 38 states and Washington, Digclyding 5 properties (8 buildings)
classified as held for sale). On that date, theepretiated carrying value of our properties, netngfairment losses, was $ 6.2 billion,
excluding properties classified as held for saler ortfolio includes: 261 senior living communéiwith 31,41 4 living units / beds, with an
undepreciated carrying value of $3. 5 billion;@®perties (126 buildings) leased to medical pressgdmedical related businesses, clinics and
biotech laboratory tenants, or MOBs, with 9.5 milleguare feet of space and an undepreciated canging of $2.5 billion; and 10 wellness
centers with approximately 812,000 square feettefior space plus outdoor developed facilities waithundepreciated carrying value of
$180.0 million.

Our principal executive offices are located at Twaviim Place, 255 Washington Street, Suite 300, Newdi@ssachusetts
02458-1634, and our telephone number is (617) 78850.

We believe that the aging of the U.S. populatiolh werease demand for existing independent livtognmunities, assisted living
communities, nursing homes, MOBs, wellness centato#rer medical and healthcare related propeffiesplan to profit from this demand
by purchasing additional properties and entering i@ases and management agreements with quakifiechts and operators which generate
returns to us that exceed our operating and cagotk, including structuring leases that providpeymit for periodic rental increases.

Our business plan contemplates investments in imdigpe living communities, assisted living commuestinursing homes, MOBs
and wellness centers. Some properties combine thareone type of service in a single building anpas. Our Board of Trustees establishes
our investment, financing and disposition policés may change them at any time without sharehalgeroval.

Short and Long Term Residential Care Facilities.

Independent Living Communitiefndependent living communities, or congregate caramunities, also provide high levels of
privacy to residents and require residents to Ipalde of relatively high degrees of independencédikBrm senior apartment property, an
independent living community usually bundles sebvegavices as part of a regular monthly charge.@xample, an independent living
community may include one or two meals per dayderstral dining room, daily or weekly maid servigeacsocial director in the base charge.
Additional services are generally available fronffstenployees on a fee for service basis. In somauoindependent living communities,
separate parts of the property are dedicated tsteddiving and/or nursing services.

Assisted Living Communitie&ssisted living communities typically have one kemin units which include private bathrooms and
efficiency kitchens. Services bundled within onarge usually include three meals per day in a akdining room, daily housekeeping,
laundry, medical reminders and 24 hour availabdityssistance with the activities of daily livireich as dressing and bathing. Professional
nursing and healthcare services are usually avaiktithe property on call or at regularly scheduimes. In some of our assisted living
communities, separate parts of the property arecdedl to independent living and/or nursing service

Nursing Homes Nursing homes generally provide extensive nursimjteealthcare services similar to those availablkeospitals,
without the high costs associated with operatingtérsagemergency rooms or intensive care units. A&purpose built nursing home
includes mostly rooms with one or two beds, a sépdrathroom and shared dining facilities. Licensersing professionals staff nursing
homes 24 hours per day.

Properties Leased to MOBs.

MOBs are office or commercial buildings constructeduse or operated as medical office space fgsigfans and other health
personnel, and other businesses in medical refield, including clinics and laboratory uses. Savfie
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our MOBs are occupied as back office facilitiesHealthcare companies, such as hospitals and basdtinsurance companies.

Wellness Centers.

Wellness centers typically have gymnasiums, streagtl cardiovascular equipment areas, tennis aaghea sports facilities, pools,
spas and children ’ s centers. Professional spairting and therapist services are often availableliness centers often market themselves as
clubs for which members may pay monthly fees plustahal fees for specific services.

Other Types of Real Estate.

In the past, we have considered investing in reite different from our existing property typesluding age restricted apartment
buildings and some properties located outside thtediStates. We may explore these or other altematvestments in the future.

Lease Terms.

Our leases of senior living communities and wellresgers are secalled “ triple-net ” leases which generally require the tenants to
pay rent, to pay all operating expenses of thegn@s, to indemnify us from liability which may sei by reason of our ownership of the
properties, to maintain the leased propertieseit #xpense, to remove and dispose of hazardossasides in compliance with applicable law
and to maintain insurance for their own and our fiene the event of partial damage, condemnatiota&ing, these tenants are required to
rebuild with insurance or other proceeds, if anythie case of total destruction, condemnation dntgkve receive all insurance or other
proceeds and these tenants are required to payanyushortfall in the amount of those proceedsugeour historical investments in the
affected properties; in the event of material detion or condemnation, some of these tenants aaight to purchase the affected property
for amounts at least equal to our historical inwestt in the affected property.

Our leases of MOBs include both triplaet leases, as described above, and some net aliflechgross leases where we are
responsible to operate and maintain the propeatiéswe charge tenants for some or all of the prgmsrerating costs. A small percentage of
our MOB leases are saalled “ full -service ” leases where we receive fixed rent fromtenants and no reimbursement for our property
operating costs.

Events of DefaultUnder our leases, events of default generallyuuhel

« failure of the tenant to pay rent or any other nyoween due;

« failure of the tenant to provide periodic finanai@ports when due;

« failure of the tenant to maintain required insumnoverages;

« revocation of any material license necessary fertéimant ’ s operation of our property; or

« failure of the tenant to perform other terms, cares or conditions of its lease and the continudinereof for a specified period
after written notice

Default RemediesUpon the occurrence of any event of default undedeases, we generally may (subject to applicaig:|

« terminate the affected lease and accelerate ttig ren

« terminate the tenar s rights to occupy and use the affected propeety, the property to another tenant and recover fror
tenant the difference between the amount of renthwviould have been due under the lease and theeegived under the
reletting;

« make any payment or perform any act required tpdséormed by the tenant under its lee

« exercise our rights with respect to any collateeausing the lease; and
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« require the defaulting tenant to reimburse us flqpayments made and all costs and expenses intireonnection with any
exercise of the foregoing remedi
For more information about our leases with Five &uaality Care, Inc., or Five Star, see Note 5 to@ansolidated Financial
Statements appearing in Item 15 below.

Management Contracts.

Because we are a REIT for U.S. federal income taggaes, we generally may not operate our communRiascertain of our
managed senior living communities, we use the ta&xBHEIT subsidiary, or TRS, structure authorizedHgyREIT Investment Diversification
and Empowerment Act. Under this structure, we leasio of our communities to our TRSs and the TB8sr into long term management
agreements with third parties for the operationumzhscommunities. The management agreements faotinenunities managed for our
account provide the manager with a management faehvuga percentage of the gross revenues readiziee communities, plus
reimbursement for the manager ' s direct costsexpenses related to the communities and genenallyides the manager with an incentive
fee equal to a percentage of the annual net opgrattome of the communities after we realize amuahreturn equal to a percentage of our
invested capital. Our currently effective managemagreements generally expire between December 31, &@d December 31, 2035, and
are subject to automatic renewal for two consecutivgear terms, unless earlier terminated or timelyce of nonrenewal is delivered. In
general, we have the right to terminate the manageagreements upon certain manager events of defaellding without limitation, a
change in control of the manager, as defined camananager has the right to terminate the manageageeements upon certain events of
default applicable to us.

Although we have various rights as owner under theag@ment agreements, we rely on the manager ' smoeek good faith,
expertise, historical performance, technical resesi;, operating efficiencies, and information systeproprietary information and judgment
to manage our managed senior living communitigsiefftly and effectively. We also rely on the maeatp set resident fees and otherwise
operate those properties in compliance with our mameent agreements. For more information about @magement agreements with Five
Star and the related pooling agreements, see Nmt®&r Consolidated Financial Statements appeamifigm 15 below.

Investment Policies.

Acquisitions. Our present investment goals are to acquire additiproperties primarily for income and secondaidiyappreciation
potential. In implementing this acquisition stratege consider a range of factors relating to eaopgsed acquisition, including:

« use and size of the proper

« proposed acquisition price;

« existing or proposed lease or management terms;

« availability and reputation of a financially quéifl lessee(s), operator(s) or guarantor(s);
« historical and projected cash flows from the operatiof the property;

« estimated replacement cost of the property;

« design, physical condition and age of the property;

« competitive market environment of the property;

« price segment and payment sources in which the pyojseoperated;
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« our weighted average long term cost of capital caneg to projected return s we may realize by owttiegoroperty; and

« level of permitted services and regulatory histofryhe property and its historical operators.

We have no policies which specifically limit the pentage of our assets which may be invested inradiyidual property, in any one
type of property, in properties leased to any emant or in properties leased to an affiliated grobitenants.

Form of InvestmentsWe prefer wholly owned investments in fee interddtswvever, circumstances may arise in which we may
invest in leaseholds, joint ventures, mortgagesaher real estate interests. We may invest inestate joint ventures if we conclude that by

doing so we may benefit from the participation ofeenturers or that our opportunity to participatétia investment is contingent on the use

of a joint venture structure. We may invest in jgguating, convertible or other types of mortgagege conclude that by doing so, we may
benefit from the cash flow or appreciation in tladue of a property which is not available for puasé.

Mergers and Strategic Combinations.

In the past, we have considered the possibilitgraéring into mergers or strategic combinations witter companies and we may
again explore such possibilities in the future.

Disposition Palicies.

From time to time, we consider the sale of one orenppoperties or investments. Disposition decis@mesmade based on a number
of factors including, but not limited to, the foing:

« our ability to lease the affected property on teamseptable to us or have the affected propertyageahwith our realizin
acceptable return
« ourtenant’s or manager ' s desire to purchasetfected property;
« ourtenan’ s or manage s desire to cease operating at the affected prgy
« proposed sale price;
« strategic fit of the property or investment witle ttest of our portfolio; and
« existence of alternative sources, uses or need=sfotal.
Financing Policies.

There are no limitations in our organizational doemts on the amount of indebtedness we may incurrédotving credit facility
and our senior note indenture and its supplememttam financial covenants which, among other thjnigstrict our ability to incur
indebtedness and require us to maintain finanat&s and a minimum net worth. However, we may seekitend these covenants or seek
replacement financings with less restrictive covesialn the future, we may decide to seek chang#eifinancial covenants which currently
restrict our debt leverage based upon then cuemsiomic conditions, the relative availability arobts of debt versus equity capital and our
need for capital to take advantage of acquisitiopootunities or otherwise.

We may also determine to seek additional capitaluph equity offerings, debt financings, retentafrcash flows in excess of
distributions to shareholders, or a combinatiothese methods. To the extent we decide to obtaiitieml debt financing, we may do so on
an unsecured basis or a secured basis. We maycsebtain lines of credit or to issue securitiesigeto our common shares, including
preferred shares or debt securities, some of whi lve
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convertible into common shares or be accompaniediésyants to purchase common shares. We may aksocinacquisitions by assuming
debt, through an exchange of properties or thrahghssuance of equity or other securities.

We currently have a $750.0 million unsecured revgj\credit facility that we use for working capitalchgeneral business purposes
and for acquisition funding on an interim basisilune may refinance with equity or long term delst sbme instances, we may assume
outstanding mortgage debt in connection with ounition of properties , or place new mortgagepmperties we own . For more
information regarding our financing sources andviets, please see “ Management ' s DiscussionfAmalysis of Financial Condition and
Results of Operations — Liquidity and Capital Resesr— Our Investment and Financing Liquidity anddrieses ” in Part Il, Item 7 of this

Annual Report on Form 16K.

Manager.

Our day to day operations are conducted by Reit lgam&nt & Research LLC, or RMR. RMR originates arespnts investment
and divestment opportunities to our Board of Trestend provides management and administrativecesrtd us. RMR is a Delaware limited
liability company beneficially owned by Barry M. ooy and Adam D. Portnoy, our Managing Trustees. RidR a principal place of

business at Two Newton Place, 255 Washington SBeéte 300, Newton, Massachusetts 0245834, and its telephone number is

(617) 796-8390. RMR also acts as the manager to GovernmepeRi@s Income Trust, or GOV, Hospitality Propertiesst, or HPT, and
Select Income REIT, or SIR, and provides managemediiother services to other public and privategamies, including Five Star,
TravelCenters of America LLC, or TA, and Sonestartmtonal Hotels Corporation, or Sonesta. Barry Brtioy is the Chairman of RMR,
and its other directors are Adam D. Portnoy, Gerard/islrtin, formerly one of our Managing Trusteesd &avid J. Hegarty, our President
and Chief Operating Officer. The executive officefRMR are: Adam D. Portnoy, President and Chiegdtive Officer; David M.
Blackman, Executive Vice President; Jennifer B. KGl&xecutive Vice President and General Counsel; Davitegarty, Executive Vice
President and Secretary; Mark L. Kleifges, Executii@ President; Bruce J. Mackey Jr., Executive \Reesident; John G. Murray,
Executive Vice President; Thomas M. O’Brien, ExegaitVice President; John C. Popeo, Executive VicsiBeat; William J. Sheehan,
Executive Vice President; Ethan S. Bornstein, Seviice President; Richard A. Doyle, Jr., Senior Vicedndent; Carlos R. Flores, Senior
Vice President; Jennifer F. Francis, Senior Vice iBezs; Paul V. Hoagland, Senior Vice President; Mattle Jordan, Senior Vice President,
Treasurer and Chief Financial Officer; David M. LepdSenior Vice President; Andrew J. Rebholz, Seviice President; and Mark R.
Young, Senior Vice President. David J. Hegarty andh&id A. Doyle are our executive officers and othercative officers of RMR also
serve as officers of other companies to which RM&igles management services.

Employees.

We have no employees. Services which would otherbgsarovided by employees are provided by RMR anduryManaging
Trustees and officers. As of February 27, 2015, RMB approximately 40 0 full time employees, inchgda headquarters staff and regional
offices and other personnel located throughoutJhited States.

Government Regulation and Reimbursement.

The senior living and healthcare industries argesiitio extensive, frequently changing federaltestand local laws and regulations.
Although most of these laws and regulations affegttianner in which our tenants and managers opeuatgroperties, some of them also
impact us and the values of our properties. Sontkeofaws that impact or may impact us or our temanimanagers include: state and local
licensure laws; laws protecting consumers againgptae practices; laws relating to the operationwfproperties and how our tenants and
managers conduct their operations, such as headtisafety, fire and privacy laws; federal and skates affecting assisted living communities
that participate in Medicaid and federal and states affecting skilled nursing facilities, or SNE$inics and other healthcare facilities that
participate in both Medicaid and Medicare that nzedllowable costs, pricing, reimbursement procesiand limitations, quality of services
and care, food service and physical plants; residghts laws (including abuse and neglect laws) fraud laws; anti kickback and physician
referral laws; the Americans with Disabilities Act,the ADA, and similar state and local laws; and saéety health standards set by the
federal Occupational Safety and Health Administratidedicaid funding is available in some, but ngtsiates for assisted living services.
State licensure standards for assisted living conities, SNFs, clinics and other healthcare facsitigically address facility policies,
staffing, quality of services and care, residegitts, fire safety and physical plant matters, atated matters.
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We are unable to predict the future course of f@dsetate and local legislation or regulation. Giemiin the regulatory framework could have
a material adverse effect on the ability of ouat@s to pay us rent, the profitability of our maedgenior living communities and the values
of our properties.

State and local health and social service agemacigother regulatory authorities regulate and eemany senior living
communities. State health authorities regulatel@edse clinics and other healthcare facilitiesmost states in which we own properties, we
and our tenants and managers are prohibited froriging certain services without first obtaining apgriate licenses. In addition, most
states require a certificate of need, or CON, bedorentity may open a SNF or expand services akiatirg facility. In some states, CON
requirements also apply to assisted living comniemiind some other healthcare facilities. In agldjtsome states (such as California and
Texas) that have eliminated CON laws have retainieelraneans of limiting development of SNFs, inchgdimoratoria, licensing laws and
limitations upon participation in the state Meditprogram. Senior living facilities and certain etthealthcare facilities must also comply
with applicable state and local building, zoningg fand food service codes before licensing or Mediand Medicaid certification are
granted. These laws and regulatory requirementsi@ftéct our ability and that of our tenants andhagers to expand into new markets or to
expand communities in existing markets. In addittbe operation of our properties outside of thepscof applicable licensed authority can
result in us, our tenants or managers being sutjgmnalties and sanctions, including closurenotilities.

In addition, governmental authorities have beenesting healthcare facilities such as those thabwa to increasing numbers of
inspections, surveys, investigations, audits ahdrgpotential enforcement actions. We and our tesremd managers expend considerable
resources to respond to such actions. Unannounspddtions or surveys may occur annually or biaripuad even more regularly, such as
following a regulatory body’s receipt of a compladtitout a facility. From time to time in the ordipaourse of business, we and our tenants
and managers receive deficiency reports from séafelatory bodies resulting from those inspectiand surveys. We and our tenants and
managers seek to resolve most inspection defi@srtbhrough a plan of corrective action relatinghe affected facility’s operations. If we or
our tenants or managers fail to comply with any @pple legal requirements, or are unable to cufieidacies, certain sanctions may be
imposed and, if imposed, may adversely affect tiktyof our tenants to pay their rent to us, thefitability of our managed senior living
communities and the values of our properties. itaeh, governmental agencies typically have théhauity to take or seek further action
against a licensed or certified facility, includitige ability to impose civil money penalties orefiy suspend, modify, or revoke a license or
Medicare or Medicaid participation; suspend or dadsnissions of residents; deny payments in fulhgrart; institute state oversight,
temporary management or receivership; and impadseral penalties. Loss, suspension or modificatiba license or certification or the
imposition of other sanctions or penalties couldeasely affect the values of our properties, thiétalf our tenants to pay their rents and the
profitability of our managed senior living commues.

The Centers for Medicare and Medicaid Service§M6, of the United States Department of Health and &uBervices, or HHS,
has increased its oversight of state survey ageimtiecent years, focusing its enforcement effontsiursing homes and chains of nursing
home operators with findings of substandard carepeat and continuing deficiencies and violati@€S has also sought to provide
consumers with additional information relating tosing homes. Moreover, state Attorneys General tylgieaforce consumer protection
laws relating to senior living services, clinics aitter healthcare facilities. In addition, statedidaid fraud control agencies may investigate
and prosecute assisted living communities and mgfsicilities, clinics and other healthcare fabtunder fraud and patient abuse and neglect
laws.

Current state laws and regulations allow enforceroffitials to make determinations as to whether e provided by or on behalf
of our tenants or by our managers at our healtheaikties exceeds the level of care for which dipalar facility is licensed. A finding that a
facility is delivering care beyond the scope oflitense can result in the immediate dischargetardsfer of residents, which could adversely
affect the ability of the tenant to pay rent to the profitability of our managed senior living comnities and the values of our properties.
Furthermore, some states and the federal governaiient certain citations of one facility to impaather facilities owned or operated by the
same entity or a related entity, including facgiin other states. Revocation of a license oificatton at one facility could therefore impact
our or a tenant’s or manager’s ability to obtaiwnieenses or certifications or to maintain or reresting licenses at other facilities, which
could adversely affect the ability of that tenampty rent to us, the profitability of that managed the profitability and values of our
properties. In addition, an adverse finding byestificials could serve as the basis for lawsuitptiyate plaintiffs and lead to investigations
under federal and state laws, which could resutivit and/or criminal penalties against the fayikas well as a related entity.
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As of December 31, 2014, approximately 96 % of ourent net operating income, or NOI, as definedeéml{7 of this Annual
Report on Form 16K, from our properties came from properties wheresjonity of the NOI is derived from private resourcesd the

remaining 4% of our NOI from our properties camanfrproperties where a majority of the NOI is dependgon Medicare and Medicaid
programs. Our tenants and managers operate faxilitimany states and they and we participate ieré¢dnd state healthcare payment
programs, including the federal Medicare and dtteicaid benefi t programs for services in SNFs atinér similar facilities and state
Medicaid programs for services in assisted liviogymunities. In light of the current and projecteddral budget deficit and challenging state
fiscal conditions, there have been numerous rdegiglative and regulatory actions or proposedoastiwith respect to federal Medicare rates
and state Medicaid rates and federal paymentstessfor Medicaid programs, each of which , or ip @mbination, could have a material
adverse effect on the ability of our tenants to payent, the profitability of our managed seniviny communities and the values of our
properties. Examples include:

e The ACA, which was adopted in March 2010, has reduttehanges to insurance, payment systems anthbaad delivery
systems. The ACA is intended to expand access tthhealirance coverage and reduce the growth oftezailt expenditures
while simultaneously maintaining or improving theatity of healthcare. Some of the provisions of At@A took effect
immediately, whereas others took effect or will tekfect at later dates. Beginning in federal fisgzdr 2012, the ACA also
reduced the Skilled Nursing Facility ProspectiverRagt System, or SNF PPS , annual adjustment fatiofl by a productivity
adjustment based on national economic productstagistics. We are unable to predict the impad¢he$e reductions on
Medicare rates for SNF

« The ACA established an Independent Payment AdviBogrd to submit legislative proposals to Congresktake other actions
with a goal of reducing Medicare spending growth imatudes various other provisions affecting Medécand Medicaid
providers, including enforcement reforms and inseeefunding for Medicare and Medicaid program iritggontrol initiatives.

e InJune 2012, the U.S. Supreme Court upheld two mpagavisions of the ACA—the individual mandate, whielguires most
Americans to maintain health insurance or to pagraafly, and , as modified by the Supreme CourtMbdicaid expansion,
which requires states to expand their Medicaid @ogrby 2014 to cover all individuals under the ag@5 with incomes not
exceeding 133% of the federal poverty level. Inalging the Medicaid expansion, the Supreme Coud tit it violated the
U.S. Constitution as drafted but remedied the viafaby modifying the expansion to preclude the 8ty of HHS from
withholding existing federal Medicaid funds fromtstathat fail to comply with the Medicaid expansiorstead allowing the
Secretary only to deny new Medicaid expansion fagdUnder the ACA, the federal government will pay¥060% of a state’s
Medicaid expansion costs for the first three yé2644 - 2016) and gradually reduce its subsidy0@ or 2020 and future
years. As of January 27, 2015 , 1 5 states hadeelemt to broaden Medicaid eligibility under the AGind seven remained
undecided; those states choosing not to participdiedicaid expansion are forgoing the federabuthat would otherwise be
available for that purpose. We are unable to pteébdeimpact of these or other recent legislative ggulatory actions or
proposed actions with respect to state Medicaigsrahd payments to states for Medicaid programssc

« On November 7, 2014, the Supreme Court agreed toahlearsuit challenging the legality of a Unitedt8&lnternal Revenue
Service, or IRS, regulation that allows eligibleiinduals in all states to receive subsidies forltieimsurance under the ACA,
even in states that have not established theirte®ith exchanges. Such subsidies have providegircettgible taxpayers with
the ability to purchase or maintain health insuea

« Medicare reimburses SNFs under a PPS providingea fdayment for each day of care provided to a Medibeneficiary. The
PPS requires SNFs to assign each resident to garp depending on that resident’s medical charstic and service needs.
These care groups are known as Resource Utiliz&ionps, or RUGs. The PPS payments cover substgrdalaNedicare Part
A services the beneficiary receives. Capital costgart of the PPS rate and are not facility spedilany states have similar
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Medicaid PPSs. CMS implemented the PPS for SNFsuput to the Balanced Budget Act of 1997, or thé\B&hd updates PF
payments for SNFs each year by a market basketeipglaccount for inflatior

« Effective October 1, 2010, CMS adopted rules timgiemented a new PPS case mix classification sylstemvn as RUG IV.
Following the implementation of RUG IV, Medicare bity increased nationally, partially because ofthexpectedly large
proportion of patients grouped in the highest pay®UG therapy categories. CMS did not intend forithielementation of RU(C
IV to increase Medicare billing, however, and on ®etol, 2011, CMS adopted a final rule designeedtalibrate Medicare Pl
rates for SNFs. The rule resulted in a reductioaggregate Medicare payments for SNFs by approxiynafiel%, or $3.87
billion, in federal fiscal year 2012. CMS updateéditare payment rates for SNFs effective Octob2012, which increased
aggregate Medicare payment rates for SNFs by 1.8%670 million, for federal fiscal year 2013. On Gér 1, 2013, CMS
updated Medicare payments to SNFs for federal figeat 2014, which CMS estimated would increase paysrte SNFs by
1.3%, or approximately $470 million. On July 31, 20CMS released its final rule for the Medicare RE¥SSNFs for federal
fiscal year 2015, which went into effect on Octobe2d14. As part of this rule, CMS will apply a metrease of 2% to
Medicare payment rates for SNFs, which will regulin aggregate increase of approximately $750amilh payments to SNFs
from federal fiscal year 2014. Due to the previoeduction of Medicare payment rates of approxilgaté.1% for federal fiscal
year 2012 discussed above, however, Medicare payrastwill be lower for federal fiscal year 2015rtlibey were in federal
fiscal year 2011

« In addition, the Middle Class Tax Relief and Jolea&ion Act of 2012, enacted in February 2012, inemstally reduces the SNF
reimbursement rate for Medicare bad debt from 180®856% by federal fiscal year 2015 for beneficiarially eligible for
Medicare and Medicaid. Because nearly 90% of SNFdedd is related to dual eligible beneficiariess tiule has a substantial
negative effect on SNFs. The Middle Class Tax Relref Job Creation Act of 2012 also reduced the SN#fiddee bad debt
reimbursement rate for Medicare beneficiaries figttde for Medicaid from 70% to 65% in federalda year 2013 and going
forward.

« The federal government is also seeking to slow thevth of Medicare and Medicaid payments to SNFeiresal ways,
including pursuant to the Deficit Reduction Actaff05, or the DRA. In 2006, the government impleradnimits on Medicare
payments for outpatient therapies but, pursuatitedRA, created an exception process under whinbflmaries could request
an exemption from the cap and be granted the anufsgrvices deemed medically necessary by Medi€meApril 1, 2014, th
Protecting Access to Medicare Act of 2014, or PAMAgeexied the Medicare outpatient therapy cap exaeptiocess through
March 31, 2015, further postponing the implemeaitadf strict limits on Medicare payments for ouipat therapies. Without
further extensions, the expiration of the Mediaaugatient therapy cap exception process may resalteduction in our
tenant’ and our manage’ outpatient therapy revenues in 20

« The DRA increased the “look back” period for prateld asset transfers that disqualify individuatmirMedicaid nursing home
benefits from three to five years. The period ofdi¢aid ineligibility begins on the date of the pitaited transfer or the date an
individual has entered the nursing home and wouidratise be eligible for Medicaid coverage, whichevegurs later, rather
than on the date of the prohibited transfer, eiffety extending the Medicaid penalty period. Thisreased “look back” period
effectively places an additional burden on our tém@and managers to collect charges directly froair residents and their
transferees

« Ourtenants’ and our and our managers’ MedicareBPatitpatient therapy revenue rates are tied td/tbdicare Physician Fee
Schedule, or MPFS. Although the MPFS had previobsbn scheduled to be reduced by more than 25%1i8, MPFS rates
remained fixed at the 2012 level throughout 2018 ianreased 0.5% for the period beginning Januagp14. On April 1, 201
PAMA extended the 0.5% increase to the MPFS ratesigir December 31, 2014 and provided no increageiMPFS rates in
the period between January 1, 2015 and March 3B.20e MPFS rates are scheduled to be reduced by
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21.2% effective April 1, 2015. Unless the cut is@again delayed, it will likely result in a reductito our tenants’ and
manager Medicare Part B rates for outpatient therapy ses:

« PAMA establishes a SNF value-based purchasing prografer which HHS will assess SNFs based on hospitdimsaions
measures and make the assessments availablepolthenot later than October 1, 2017. Beginningeieral fiscal year 2019,
SNFs will face a 2% withholding of Medicare paymentd eeceive incentive payments based on either peeformance or
improvement in certain hospital readmission measufiéhe collective amount of the incentive payméntall SNFs is
anticipated to be between 50% and 70% of the tatainent amounts withhel

« Some of our tenants and we and our managers gecstidothe Improving Medicare Post-Acute Care Tfamsation Act of
2014, or the IMPACT Act, which requires certain pastite care providers, including SNFs, to begin ctiig and reporting
various types of data. Beginning in federal fisgsdr 2018, SNFs that fail to comply with the repatiequirements by the
established times will be subject to a 2% redudtiatmeir Medicare payment rates for that fiscalryeBhe IMPACT Act also
requires the Secretary of HHS and the Medicare Payfvisory Commission to submit reports to Congresscommending a
future Medicare PPS for post-acute care providedsamalyzing both its effects on the reported rogtaind its financial effect on
pos-acute care provider

« The Budget Control Act of 2011 and the Bipartisami@et Act of 2013 allow for automatic reductions iddeal spending by
means of a process called sequestration, which eeddedicare payment rates by 2% starting in MaftB82In February 2014,
Congress approved an additional one year extendibredicare sequestration, through 2024. Medicaiekempt from the
automatic reductions, as are certain Medicare litsn&e are unable to predict the long-term finahthpact of the automatic
payment cuts

« The DRA and the ACA also include provisions that emage states to provide long term care servicésine and community
based settings rather than in nursing homes or @tpatient facilities, including increased fedekédicaid spending for some
states through the use of several programs. Onemogham, the Community First Choice Option, or @€C Option, grants
states that choose to participate in the progr&¥bancrease in federal matching payments for rélaiedical assistance
expenditures. California implemented the CFC Opitiofiscal year 2012 followed by Oregon in 2013 andyend and
Montana in 2014; at least six other states havertep that they are considering implementing 2@15. We are unable to
predict the effect of the implementation of the GBftion and other similar programs on the abilitpor tenants to pay rent to
us, the profitability of our managed senior liviogmmunities and the values of our propert

« The ACA extended and expanded eligibility for agyeon to award competitive grants to states for destration projects to
provide home and community based long term cargcgsrto qualified individuals relocated from SNpsviding certain
increased federal medical assistance for eachfginglibeneficiary. States are also permitted tdude home and community
based services as optional services under theiiddigldstate plans, and states opting to do so ret@plsh more stringent needs
based criteria for nursing home services than éondrand community based services. The ACA also exguatie services that
states may provide and limited their ability to s@ps on enroliment, waiting lists or geographiuttions on home and
community based services. These ¢ hanges und&QAemay result in reduced payments for servicesheifailure of
Medicare, Medicaid or insurance payment rates t@icimcreasing cos.

« CMS establishes standards that facilities must mmeatder to be classified as Independent Rehabdit Facilities, or IRFs,
under the Medicare program. We believe that owarienoperated our IRFs in compliance with thosedsteds during the period
in which our tenants operated them; however, we cavigle no assurance that CMS will not make a detetion that our
tenants were ni-compliant during this period. As previously notédthe fourth quarter of 2013, we sold our two IR
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« Some of the states in which our tenants and masagerate have not raised Medicaid rates by amauiffisient to offset
increased costs or have frozen or reduced such f&ffective June 30, 2011, Congress ended cegaiporary increases in
federal payments to states for Medicaid prograrastiad been in effect since 2008. Some statesxpanding their use of
managed care, partly to control Medicaid prograstsoHowever, Medicaid expenditures are projeciduhte increased by
12.8% in 2014 and to increase by 6.7% in 2015 a6®8n 2016, due in part to the expansion in Mediedigibility under the
ACA, which began in 2014. From 2016 through 2023, i&d spending is expected to grow by an averageamrate of 6.8%
per year, mainly driven by increased spending fmdaand disabled beneficiaries and higher provieienbursement
rates. Under the ACA, the federal government will fmayl00% of a state’s Medicaid expansion costs/f&)14 to 2016 and
gradually reduce its subsidy to 90% for 2020 andrfuyears. We expect that the ending of thespdeany payments, combin
with the anticipated slow recovery of state revenoesy result in increases in state budget defipasticularly in those states
that are not participating in Medicaid expansion.adgsult, certain states may continue to reduceidde payments to
healthcare service providers including some oftenants and us, as a part of an effort to baldreie hudgets
We are unable to predict the impact of these cerathcent legislative and regulatory actions oppsed actions with respect to state
Medicaid rates and federal Medicare rates and &geyments to states for Medicaid programs omdstlzose of our tenants that derive a
portion of their revenues from Medicare, Medicand @ther governmental programs. The changes impitrder to be implemented as a
result of such actions could result in the failoféMedicare, Medicaid or private payment reimbursatrates to cover increasing costs, in a
reduction in payments or other circumstances.

Federal and state efforts to target false clainasid and abuse and violations of anti kickback sptign referral and privacy laws by
providers under Medicare, Medicaid and other pudtid private programs have increased in recensyaarhave civil monetary penalties,
treble damages, repayment requirements and crirsamations for noncompliance. The federal Falsen@l#ct, as amended and expanded
by the Fraud Enforcement and Recovery Act of 20@Btha ACA, provides significant civil monetary petied and treble damages for false
claims and authorizes individuals to bring claimsbehalf of the federal government for false claiiitse federal Civil Monetary Penalties
Law authorizes the Secretary of HHS to impose subataniil penalties, treble damages and prograniustans administratively for false
claims or violations of the federal anti k ickkatatute. In addition, the ACA increased penaltieden federal sentencing guidelines between
20% and 50% for healthcare fraud offenses involviigge than $1 million. Governmental authorities @egoting increasing attention and
resources to the prevention, detection, and prdsecaf healthcare fraud and abuse. CMS contrae@slso expanding the retroactive audits
of Medicare claims submitted by IRFs, SNFs and gpheviders, and recouping alleged overpaymentsdovices determined by auditors not
to have been medically necessary or not to meefddszicoverage criteria as billed. State Medicaaypmms and other third party payers are
conducting similar medical necessity and complisanegits. The ACA facilitates the Department of &iest, or the DOJ’s, ability to
investigate allegations of wrongdoing or fraud at SNR part because of increased cooperation ardstiaring among CMS, the Office of
the Inspector General , DOJ and the states. Iniaddthe ACA requires all states to terminate thelld&d participation of any provider that
has been terminated under Medicare or any Medgtaig plan. Our tenants and we and our managersespgificant resources to comply
with these laws and regulations.

Federal and state laws designed to protect thedemifality and security of individually identifisdbinformation apply to us, our
tenants and our managers. Under the federal Hewdtlrdnce Portability and Accountability Act of 1986 HIPAA, and the Health
Information Technology for Economic and Clinical HbaAct, we, our tenants and our managers that areeted entities” or “business
associates” within the meaning of HIPAA must complyhwiiles adopted by HHS governing the privacy, séguise and disclosure of
individually identifiable information, includingtiancial information and protected health informatior PHI, and also with security rules for
electronic PHI. There may be both civil monetarygiges and criminal sanctions for noncompliancéngitich federal laws. On January 17,
2013, HHS released the HIPAA Omnibus Rule, or the Onsntule, which went into effect on March 26, 2013 eeglired compliance with
most provisions by September 23, 2013. Pursuatiet®mnibus Rule, “covered entities” were requiedhke certain modifications to any
business associate agreements that they havecia pith their “business associates” within the megmif HIPAA. In addition, the Omnibus
Rule required “covered entities” to

10
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modify and redistribute their notices of privacygtices to include certain provisions relatingtte tise of PHI. Further, the Omnibus Rule
modified the standard for providing breach notieelsich was previously to perform an analysis of thenhof any disclosure to a more
objective analysis relating to whether any PHI wetsially acquired or viewed as a result of the Breltaddition to HIPAA, many states

have enacted their own security and privacy lawsingldo individually identifiable information. Inosne states, these laws are more stringent
than HIPAA, and we, our tenants and our managers coasply with applicable federal and state standards.

We require our tenants and managers to comply Withves that regulate the operation of our seniaintj communities. Although
we do not believe that the costs to comply with tHaees will have a materi al adverse effect on u®séhcosts may adversely affect the
profitability of our managed senior living commuest and the ability of our tenants to pay theit terus. If we or any of our tenants or
managers were subject to an action alleging vimatiof such laws or to any adverse determinatioceming any of our or our tenants’ or
managers’ licenses or eligibility for Medicare oedcaid reimbursement or any substantial penaltsggmyments or sanctions, these actions
could materially and adversely affect the abilifyoar tenants to pay rent to us, the profitabitifyour managed senior living communities and
the values of our properties. If any of our tenamtsanagers becomes unable to operate our pregpenti if any of our tenants becomes
unable to pay its rent because it has violated gorent regulations or payment laws, we may expeeedifficulty in finding a substitute
tenant or manager or selling the affected propatrgy price that provides us with a desirable refammd the value of the affected property may
decline materially.

Federal, state and local agencies regulate our M@8nts that provide healthcare services. Manysstatgiire medical clinics,
ambulatory surgery centers, clinical laboratoried ather outpatient healthcare facilities to beriged and inspected for compliance with
licensure regulations concerning professional istgffservices, patient rights and physical plagunements, among other matters. Our
tenants must comply with the ADA and similar state lmedl laws to the extent that such facilities ‘gmeblic accommodations” as defined in
those statutes. The obligation to comply with the A& similar laws is an ongoing obligation, and @maints expend significant resources
to comply with such laws.

Healthcare providers and suppliers, including phgeiand other licensed medical practitioners, tasegtive federal or state
reimbursement under Medicare, Medicaid or otheerfaldor state programs must comply with the reauénets for their participation in those
programs. Our tenants that are healthcare provatessppliers are subject to reimbursement rateésafigaincreasingly subject to cost control
pressures and may be reduced or may not be indreafficiently to cover their increasing costs,liuming our rents.

The U.S. Food and Drug Administration, or the FDA, attter federal, state and local authorities exterigikegulate our
biotechnology laboratory tenants that develop, nfeeture, market or distribute new drugs, biologioal medical devices for human use. The
FDA and such other authorities regulate the clinitealelopment, testing, manufacture, quality consafety, effectiveness, labeling, storage,
record keeping, advertising and promotion of thmselucts. Before a new pharmaceutical product oricaédevice may be marketed and
distributed in the United States, the FDA must appibas safe and effective for human use. Preclirdnd clinical studies and
documentation in connection with FDA approval of ndwapnaceuticals or medical devices involve signiftdane, expense and risks of
failure. Once a product is approved, the FDA maistawversight of the product and its developer amdvaghdraw its approval, recall
products or suspend their production, impose dk eénpose civil or criminal penalties on the dieyeer or take other actions for the
developer’s failure to comply with regulatory reguirents, including anti fraud, false claims, antkkiack or physician referral laws. Other
concerns affecting our biotechnology laboratorates include the potential for subsequent discowésafety concerns and related litigation,
ensuring that the product qualifies for reimbursemader Medicare, Medicaid or other federal otesfgograms, cost control initiatives of
payment programs, the potential for litigation otrer validity or infringement of intellectual prapgrights related to the product, the eventual
expiration of relevant patents and the need teraiilitional capital. The cost of compliance witede regulations and the risks described in
this paragraph, among others, could adversely taffiecability of our biotechnology laboratory tet&to pay rent to us.
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Competition.

Investing in senior living facilities, wellness cerg, MOBs and other real estate is a highly competitusiness. We compete against
other REITs, numerous financial institutions, indivals and public and private companies who areelgtengaged in this business. Also, we
compete for investments based on a number of &atoluding rates, financings offered, underwritangeria and reputation. Our ability to
successfully compete is also impacted by economdcpapulation trends, availability of acceptableeistment opportunities, our ability to
negotiate beneficial investment terms, availabdityg cost of capital and new and existing lawsragdlations. Some of our competitors are
dominant in selected geographic or property markettuding in markets we operate. Some of our cditgyze may have greater financial and
other resources than we have. We believe the geloigrdijversity of our investments, the experience abilities of our management, our
affiliation with RMR, the quality of our assets af@ financial strength of many of our tenants aperators affords us some competitive
advantages which have and will allow us to operatébasiness successfully despite the competitiveraatfiour business.

The tenants and managers that operate our heatfamilities compete on a local and regional besfls operators of facilities that
provide comparable services. Operators competeefitents and patients based on quality of capeitation, physical appearance of
properties, services offered, family preferencéysicians, staff, price and location. We and onates and managers also face competition
from other healthcare facilities for tenants, saslphysicians and other healthcare providers tioaige comparable facilities and services.

For additional information on competition and tieks associated with our business, please see “RRistors ” of this Annual Report
on Form 10-K.

Environmental and Climate Change Matters.

Under various laws, owners as well as tenants anchtgpe of real estate may be required to investigad clean up or remove
hazardous substances present at or migrating fropepties they own, lease or operate and may belinbld for property damage or personal
injuries that result from hazardous substancessd fews also expose us to the possibility that we meapme liable to reimburse
governments or third parties for damages and thstsincur in connection with hazardous substangksreviewed environmental conditions
surveys of the properties we own prior to theirghaise. Based upon those surveys we do not behiavéiere are environmental conditions at
any of our properties that have had or will haveaerial adverse effect on us. However, no assusazaebe given that conditions are not
present at our properties or that costs we maydpgres to incur in the future to remediate contaation will not have a material adverse
effect on our business or financial condition amslitts of operations.

The current political debate about global climdiargge has resulted in various treaties, laws agulagons which are intended to
limit carbon emissions. We believe these laws beimacted or proposed may cause energy costs ptaperties to increase, but we do not
currently expect the direct impact of these incesae be material to our results of operationsabse we expect the increased costs either
would be the responsibility of our tenants directtyin large part may be passed through by us tdemamts as additional lease payments.
Although we do not believe it is likely in the foresdle future, laws enacted to mitigate climate changy make some of our buildings
obsolete or cause us to make material investmertsriproperties which could materially and advisraéfect our financial condition. For
more information regarding climate change mattedstheir possible adverse impact on us, pleasé Eemagement ' s Discussion and
Analysis of Financial Condition and Results of Opierat — Impact of Climate Change. ”

Insurance.

We generally provide insurance coverage for ouragad senior living communities, and our leasegtwoproperties generally
provide that our tenants are responsible for thstscof insurance coverage for the properties wesleathem, including for casualty, liability,
fire, extended coverage and rental or businesgruggon loss. Except in the case of our manageéséving communities, we either
purchase the insurance ourselves and our tenamisuese us, or the tenants buy the insurance thirant are required to list us as an insured
party. In addition, we participate with RMR and etltompanies to which RMR provides management ssitca combined insurance
program through Affiliates Insurance Company, or Ad8d with respect to which AIC is a reinsurer of @ercoverage amounts. For
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more information, see “ Management ' s Discussiath Analysis of Financial Condition and Results of @piens — Related Person
Transactions. ”

Internet Website.

Our internet website address is www.snhreit.com. Cagfiesir governance guidelines, code of businesdwarand ethics, or Code
of Conduct, our policy outlining procedures for Hmg concerns or complaints about accountingrivetbaccounting controls or auditing
matters and the charters of our audit, compensatidnominating and governance committees are gpost®ur website and may be obtained
free of charge by writing to our Secretary, Sehlousing Properties Trust, Two Newton Place, 255 WagbimStreet, Suite 300, Newton,

Massachusetts 02458634 or at our website. We make available, freénhafge, on our website, our Annual Reports on FormKL0

Quarterly Reports on Form @, Current Reports on Form-& and amendments to these reports filed or furnigheduant to Section 13(a)
or 15(d) of the Securities Exchange Act of 1934amgnded, or the Exchange Act, as soon as reasgualglycable after these forms are filed
with, or furnished to, the Securities and Exchange@ission, or SEC. Any shareholder or other inteceparty who desires to communicate
with our non-management Trustees, individually or as a groupy, deaso by filling out a report on our website. Owald of Trustees also
provides a process for security holders to sencheanications to the entire Board of Trustees. Infation about the process for sending
communications to our Board of Trustees can bedamour website. Our website address is includedraétimes in this Annual Report on
Form 10-K as a textual reference only and the informatiothanwebsite is not incorporated by reference ihi® Annual Report on

Form 10-K.

Segment Reporting.

As of December 31, 201 4 , we have four operating se¢snThe first operating segment includes trigesenior living
communities that provide short term and long tegsidential care and dining services for residdPtsperties in this segment include leased
independent living communities, assisted living ammities and skilled nursing facilities. We earnte¢ income revenues from the tenants
that lease and operate our leased communitiessdtwnd operating segment includes managed seriigy tommunities that provide short
term and long term residential care and diningises/for residents. Properties in this segmentieimanaged independent living
communities and assisted living communities. We éaes and services revenues from the residemsrahanaged senior living
communities. The third operating segment inclytteperties where medical related activities ocaunthere residential overnight stays and
dining services are not provided. Properties ia ftigment include MOBs. The fourth operating seginetudes the operating results of
certain properties that offer fitness, wellness spal services to members, which we do not considee gufficiently material as to constitute
a separate reporting segment. See “ Managemedbiscsission and Analysis of Financial Condition ares&ts of Operations ” and our
consolidated financial statements included in “iBith and Financial Statement Schedules " of tmsdal Report on Form 14K for further

financial information on our operating segments.

UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS

The following summary of United States federal incdeeconsiderations is based on existing law, aruhited to investors who
own our shares as investment assets rather thanexgtory or as property used in a trade or busirigss summary does not discuss all of the
particular tax consequences that might be releteaybu if you are subject to special rules undeefal income tax law, for example if you
are:

« abank, insurance company or other financial instit;

« aregulated investment company or REIT;

e asubchapter S corporation;

« abroker, dealer or trader in securities or foragrrency;

* aperson who marksto -market our shares;
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« aperson who has a functional currency other thartiited States dollar;

« aperson who acquires or owns our shares in commeeith employment or other performance of services;

« aperson subject to alternative minimum tax;

« aperson who acquires or owns our shares as parstodddle, hedging transaction, constructive tsalfesaction, constructive

ownership transaction or conversion transact

« aUnited States expatriate; or

* except as specifically described in the followingnenary, a trust, estate, taexempt entity or foreign person.

The sections of the United States Internal Revernde©f 1986, as amended, or the IRC, that goverreitieral income tax
qualification and treatment of a REIT and its shatders are complex. This presentation is a summiapplicable IRC provisions, related
rules and regulations and administrative and jadliaterpretations, all of which are subject to dparpossibly with retroactive effect. Future
legislative, judicial or administrative actionsdecisions could also affect the accuracy of statésnmade in this summary. We have not
received a ruling from the IRS with respect to argtter described in this summary, and we cannot @sgur that the IRS or a court will
agree with all of the statements made in this sumnidre IRS could, for example, take a differentipos from that described in this
summary with respect to our acquisitions, operatiogstructurings or other matters, which, if a t@agreed, could result in significant tax
liabilities for applicable parties. In additionjgtssummary is not exhaustive of all possible taxseguences, and does not discuss any estate,
gift, state, local or foreign tax consequences.dHahese reasons, we urge you and any prospestiyeairor of our shares to consult with a tax
advisor about the federal income tax and othectesequences of the acquisition, ownership and siispo of our shares. Our intentions and
beliefs described in this summary are based uponmderstanding of applicable laws and regulatibas are in effect as of the date of this
Annual Report on Form 16K. If new laws or regulations are enacted which impasctlirectly or indirectly, we may change our iritens or
beliefs.

Your federal income tax consequences generally vfi#¢rddepending on whether or not you are a “U.Srahalder.” For purposes of
this summary, a “U.S. shareholder” is a beneficiaher of our shares that is:

« acitizen or resident of the United States, inclgdin alien individual who is a lawful permanent residof the United States or
meets the substantial presence residency test theléderal income tax law
« an entity treated as a corporation for federal imedax purposes that is created or organized imder the laws of the United
States, any state thereof or the District of Coluar
« an estate the income of which is subject to fedec@me taxation regardless of its source; or
« atrustif a court within the United States is ablexercise primary supervision over the adminigtnadf the trust and one or
more United States persons have the authority toraaadl substantial decisions of the trust, ortie extent provided in
Treasury regulations, a trust in existence on AugQstL996 that has elected to be treated as a diortresst;
whose status as a U.S. shareholder is not overridgleam applicable tax treaty. Conversely, a “rthS. shareholder” is a beneficial owner of
our shares that is not a U.S. shareholder. If atijydreated as a partnership for federal inconxeptarposes is a beneficial owner of our
shares, the tax treatment of a partner in the pestiip generally will depend upon the status ofptaeener and the activities of the
partnership. Any entity or other arrangement gdats a partnership for federal income tax purptisgtss a beneficial owner of our shares
and the partners in such a partnership (as detedhior federal income tax purposes) are urged nsulbtheir own tax advisors about the
federal income tax consequences of the acquisitingrship and disposition of our shares.
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Taxation as a REIT

We have elected to be taxed as a REIT under Seciod through 860 of the IRC, commencing with oxakde year ended
December 31, 1999. Our REIT election, assuming eoimg compliance with the then applicable qualifimatests, has continued and will
continue in effect for subsequent taxable yearshodigh no assurance can be given, we believe thatiwebeen organized and have
operated, and will continue to be organized andbrate, in a manner that qualified and will contitmigualify us to be taxed under the IRC
as a REIT.

As a REIT, we generally are not subject to federabime tax on our net income distributed as dividendsur
shareholders. Distributions to our shareholdergggly are included in their income as dividendsh® extent of our available current or
accumulated earnings and profits. Our dividendsiategenerally entitled to the preferential tavesadn qualified dividend income, but a
portion of our dividends may be treated as cagigah dividends or as qualified dividend income aallexplained below. No portion of any of
our dividends is eligible for the dividends recahdeduction for corporate shareholders. Distrimgim excess of current or accumulated
earnings and profits generally are treated forf@dacome tax purposes as returns of capital écetttent of a recipient shareholder’s basis in
our shares, and will reduce this basis. Our cumeatcumulated earnings and profits are geneadlitgated first to distributions made on our
preferred shares, of which there are none outstgratithis time, and thereafter to distributions smad our common shares. For all these
purposes, our distributions include cash distrimgi any in kind distributions of property that wagght make, and deemed or constructive
distributions resulting from capital market actie#t, as described below.

Our counsel, Sullivan & Worcester LLP, has provitiedis an opinion that we have been organized and aalified as a REIT
under the IRC for our 1999 through 2014 taxableg,eand that our current and anticipated investenantl plan of operation will enable us to
continue to meet the requirements for qualificatod taxation as a REIT under the IRC. Our coumsginions are conditioned upon the
assumption that our leases, our declaration of &m all other legal documents to which we arbawe been a party have been and will be
complied with by all parties to those documents,nufie accuracy and completeness of the factuaemsatescribed in this Annual Report on
Form 10-K and upon representations made by us @ertain factual matters relating to our organizatiod operations and our expected
manner of operation. If this assumption or a repnéation is inaccurate or incomplete, our coussgbinions may be adversely affected and
may not be relied upon. The opinions of our coliasebased upon the law as it exists today, bulathenay change in the future, possibly
with retroactive effect. Given the highly complexura of the rules governing REITSs, the ongoing intgace of factual determinations, and
the possibility of future changes in our circumsts no assurance can be given by Sullivan & WeecésP or us that we will qualify as or
be taxed as a REIT for any particular year. Anyhimpi of Sullivan & Worcester LLP as to our qualition or taxation as a REIT will be
expressed as of the date issued. Our counsel wil ha obligation to advise us or our shareholdéeny subsequent change in the matters
stated, represented or assumed, or of any subgetheerge in the applicable law. Also, the opiniohsur counsel are not binding on either
the IRS or a court, and either could take a pasitiifferent from that expressed by our counsel.

Our continued qualification and taxation as a REIT éepend upon our compliance on a continuing bagis various qualification
tests imposed under the IRC and summarized belthile we believe that we will satisfy these tests, @unsel does not review compliance
with these tests on a continuing basis. If we tafualify as a REIT in any year, we will be subjecfederal income taxation as if we were a
corporation taxed under subchapter C of the IR@, Grcorporation, and our shareholders will beddie shareholders of C corporations,
meaning that federal income tax generally will ppleed at both the corporate and shareholder levelshis event, we could be subject to
significant tax liabilities, and the amount of casfailable for distribution to our shareholdersiddee reduced or eliminated.

If we qualify as a REIT and meet the tests descrildw, we generally will not pay federal income taxamounts we distribute to
our shareholders. However, even if we qualify aE&lRwe may be subject to federal tax in the follogvoircumstances:

« We will be taxed at regular corporate rates on argiatributed “real estate investment trust taxatteme,” determined by
including our undistributed net capital gains,nf/a
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If our alternative minimum taxable income exceedstaxable income, we may be subject to the corpat¢rnative minimum
tax on our items of tax preferent

If we have net income from the disposition of “fdosure property” that is held primarily for saledastomers in the ordinary
course of business or from other nonqualifying medrom foreclosure property, we will be subjectaw on this income at the
highest regular corporate rate, currently 3!

If we have net income from prohibited transactionshat is, dispositions of inventory or propertycptimarily for sale to
customers in the ordinary course of business dltgar dispositions of foreclosure property and othan dispositions excepted
under a statutory safe hart— we will be subject to tax on this income at a 10@46.

If we fail to satisfy the 75% gross income testhe 95% gross income test discussed below, due $somehle cause and not due
to willful neglect, but nonetheless maintain oualification as a REIT because of specified curevjsions, we will be subject to
tax at a 100% rate on the greater of the amoumthigh we fail the 75% gross income test or the 3f®6s income test, with
adjustments, multiplied by a fraction intendedefiact our profitability.

If we fail to satisfy the REIT asset tests describelbw, due to reasonable cause and not due tailvikfglect, but nonetheless
maintain our qualification as a REIT because ot#jgal cure provisions, we will be subject to a taal to the greater of
$50,000 or the highest corporate tax rate muliiplig the net income generated by the nonqualifgsgets that caused us to fail
the test

If we fail to satisfy any provision of the IRC thabuld result in our failure to qualify as a REITtl{er than violations of the
REIT gross income tests or violations of the RE$$ed tests described below), due to reasonable aadseot due to willful
neglect, we may retain our REIT qualification bull e subject to a penalty of $50,000 for eachufail

If we fail to distribute for any calendar year adethe sum of 85% of our REIT ordinary incometfat year, 95% of our REIT
capital gain net income for that year and any untlisted taxable income from prior periods, we wél fubject to a 4%
nondeductible excise tax on the excess of the medjdistribution over the amounts actually disttéal

If we acquire an asset from a corporation in a fatisn in which our basis in the asset is deterthimereference to the basis of
the asset in the hands of a present or former @ocation, and if we subsequently recognize gairherdisposition of this asset
during a specified period (generally ten years)m@gg on the date on which the asset ceased tavheaby the C corporation,
then we will pay tax at the highest regular corpatak rate, currently 35%, on the lesser of thessof the fair market value of
the asset over the C corporation’s basis in thetassthe date the asset ceased to be owned bydbg6ration, or the gain we
recognize in the disposition. We currently do nqtext to sell any asset if that sale would resuthéimposition of a material
tax liability, but we cannot provide assurance thatwill not change our plan in this rega

If we acquire a corporation in a transaction wheresueeeed to its tax attributes, to preserve ounsi@s a REIT we must
generally distribute all of the C corporation eags and profits inherited in that acquisition,rifyanot later than the end of our
taxable year in which the acquisition occurs. Hoeveif we fail to do so, relief provisions would@ll us to maintain our status
as a REIT provided we distribute any subsequerigigodered C corporation earnings and profits andgmeinterest charge in
respect of the period of delayed distribution. Ascdssed below, we have acquired C corporationsrineztion with our
acquisition of real estate. Our investigationshefse C corporations indicated that they did neehandistributed earnings and
profits that we inherited but failed to timely dibtite. However, upon review or audit, the IRS mapgiiee
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As summarized below, REITs are permitted within linbit®w n stock and securities of a TRS . A domé&RE is separately
taxed on its net income as a C corporation, asdhgect to limitations on the deductibility of inést expense paid to its REIT
parent. While a foreign TRS is taxed in the UniBdtes only to the extent it has income that isatiffely connected with the
conduct of a trade or business in the United Stat#isat is investment income from United States sesira foreign TRS is
generally subject to foreign taxes in the jurisdics in which its assets or operations are locatecddition, the REIT parent is
subject to a 100% tax on the amount by which var@hasges and reimbursements between the parent&iglfts TRSs are
determined to be priced excessively in favor ofRE€T rather than on arr’ length bases

To the extent we invest in properties in foreigngdictions, our income from those properties wilhgeally be subject to tax in
those jurisdictions. If we continue to operate aslaethen we will distribute all of our taxable imge to our shareholders such
that we will generally not pay federal income tads a result, we cannot recover the cost of forempoine taxes imposed on our
foreign investments by claiming foreign tax creditminst our federal income tax liability. Also,aREIT, we cannot pass
through any foreign tax credits to our shareholc

If we fail to qualify as a REIT oreet not to qualify as a REIT, then we will be s ubjedfederal income tax in the same manner as a
regular C corporation. Further, as a regular @axation, distributions to our shareholders will betdeductible by us, nor will distributions
be required under the IRC. Also, to the exterdgwfcurrent and accumulated earnings and profltdjsaributions to our shareholders will
generally be taxable as ordinary dividends poténtiigible for the preferential tax rates disceddelow in “Taxation of Taxable U.S.
Shareholders” and, subject to limitations in th€]Rvill be potentially eligible for the dividendscesved deduction for corporate
shareholders. Finally, we will generally be disdfirdi from qualification as a REIT for the four tdpte years following the taxable year in
which the termination is effective. Our failure toadify as a REIT for even one year could resulisireducing or eliminating distributions to
our shareholders, or in us incurring substantidébtedness or liquidating substantial investmentsder to pay the resulting corporate-level
taxes. The IRC provides relief provisions underoihive might avoid automatically ceasing to be a RfgfTailure to meet specified REIT
requirements, all as discussed in more detail below.

REIT Qualification Requirements

General RequirementsSection 856(a) of the IRC defines a REIT as a@afion, trust or association:

that is managed by one or more trustees or dirg

the beneficial ownership of which is evidenced laynsferable shares or by transferable certificatégeficial interest
that would be taxable, but for Sections 856 thro8%® of the IRC, as a domestic C corporat

that is not a financienstitution or an insurance company subject to sp@covisions of the IRC

the beneficial ownership of which is held by 10Grmre persons

that is not“closely hel” as defined under the personal holding company staciership test, as described below;

that meets other tests regarding the nature afdtsme and assets and the amount of its distribstiall as described belo

Section 856(b) of the IRC provides that conditihsthrough (4) must be met during the entire téxglear and that condition (5) must be met
during at least 335 days of a taxable year of 18thm or during a proportionate part of a taxatdaryof less than 12 months. Section 856(h)
(2) of the IRC provides that neither condition (®y (6) need to
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have been met during our first taxable year as B RB/e believe that we have met conditions (1ptiyh (7) during each of the requisite
periods ending on or before the close of our mestmtly completed taxable year, and that we willticme to meet these conditions in future
taxable years. There can, however, be no assunatitis regard.

By reason of condition (6), we will fail to qualifsa REIT for a taxable year if at any time durihg last half of a year (except for
our first taxable year as a REIT) more than 50%sailue of our outstanding shares is owned directiyndirectly by five or fewer
individuals. To help comply with condition (6), odeeclaration of trust restricts transfers of duares that would otherwise result in
concentrated ownership positions. In addition,eéf@@mply with applicable Treasury regulations tceaain the ownership of our outstanding
shares and do not know, or by exercising reasordiligence would not have known, that we failed ctiodi(6), then we will be treated as
having met condition (6). However, our failure timply with these regulations for ascertaining ownigrafray result in a penalty of $25,000,
or $50,000 for intentional violations. Accordinglye have complied and will continue to comply wtiiese regulations, including requesting
annually from record holders of significant peregy@s of our shares information regarding the oviniyeisf our shares. Under our declaration
of trust, our shareholders are required to resporiese requests for information. A shareholdew flils or refuses to comply with the
request is required by Treasury regulations to suastatement with its federal income tax retustitising its actual ownership of our shares
and other information.

For purposes of condition (6), the term “individsiaiks defined in the IRC to include natural persaupplemental unemployment
compensation benefit plans, private foundationsportions of a trust permanently set aside or es@tusively for charitable purposes, but
not other entities or qualified pension plans afipisharing trusts. As a result, REIT shares owmg@n entity that is not an “individual” are
considered to be owned by the direct and indirectassvof the entity that are individuals (as so dafin rather than to be owned by the entity
itself. Similarly, REIT shares held by a qualifipension plan or profit-sharing trust are treatetield directly by the individual beneficiaries
in proportion to their actuarial interests in sydéan or trust. Consequently, five or fewer sucists could own more than 50% of the interests
in an entity without jeopardizing that entity’s fedkincome tax qualification as a REIT. Howeverdasussed below in “Taxation of Tax-
Exempt U.S. Shareholders,” if a REIT is a “pensi@fdREIT,” each qualified pension plan or profitagsing pension trust owning more than
10% of the REIT’s shares by value generally majalsed on a portion of the dividends it receivesrfithe REIT.

The IRC provides that we will not automatically fiilbe a REIT if we do not meet conditions (1) thgioy6), provided we can
establish that such failure was due to reasonabigecand not due to willful neglect. Each such eaddailure will result in the imposition of
a $50,000 penalty instead of REIT disqualificatidhis impossible to state whether in all circuamstes we would be entitled to the benefit of
this relief provision. This relief provision apgédi to any failure of the applicable conditions,reifehe failure first occurred in a prior taxable
year.

Our Wholly Owned Subsidiaries and Our InvestmentsdditdPartnerships Except in respect of TRSs as discussed belowiddect
856(i) of the IRC provides that any corporationQ#0of whose stock is held by a REIT and its disrégdrsubsidiaries, is a qualified REIT
subsidiary and shall not be treated as a sepavgteration. The assets, liabilities and itemswobime, deduction and credit of a qualified
REIT subsidiary are treated as the REIT’s. Weevelithat each of our direct and indirect wholly edsubsidiaries, other than the TRSs
discussed below, will be either a qualified REIT sdiasy within the meaning of Section 856(i) of tH&C, or a noncorporate entity that for
federal income tax purposes is not treated as atphiom its owner under Treasury regulations issueter Section 7701 of the IRC. Thus,
except for the TRSs discussed below, in applyinthellfederal income tax REIT qualification requiestts described in this summary, all
assets, liabilities and items of income, deducénd credit of our direct and indirect wholly ownedsidiaries are treated as ours.

We may invest in real estate through one or motéesthat are treated as partnerships for fedecame tax purposes. In the case
of a REIT that is a partner in a partnership, Tueasegulations under the IRC provide that, forgmses of the REIT qualification
requirements regarding income and assets discheded, the REIT is deemed to own its proportionaigre of the assets of the partnership
corresponding to the REIT's proportionate capitétiest in the partnership and is deemed to b#eshto the income of the partnership
attributable to this proportionate share. In additfor these purposes, the character of the sisset items of gross income of the partnership
generally remains the same in the hands of the REdcordingly, our proportionate share of the ssdabilities, and items of income of
each partnership in which we become a partnerasdteas ours for purposes of the income tests sset tests
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discussed below. In contrast, for purposes of thteilbution requirement discussed below, we woule tedto account as a partner our share
of the partnership’s income as determined undegémeral federal income tax rules governing pastaed partnerships under Sections 701
through 777 of the IRC.

Taxable REIT SubsidiariesaVe are permitted to own any or all of the secwgitiéa “taxable REIT subsidiary” as defined in &&tt
856(1) of the IRC, provided that no more than 25%he total value of our assets, at the close ohepiarter, is comprised of our investments
in the stock or securities of our TRSs or otherquatlified assets. Among other requirements, a TR must:

1) be a corporation (other than a REIT) for federabme tax purposes in which we directly or indirectlyn shares

2) join with us in making a TRS electio

3) not directly or indirectly operate or manage a iaddacility or a health care facility; ar

4) not directly or indirectly provide to any persomder a franchise, license or otherwise, rightswplarand name under whi

any lodging facility or health care facility is apéed, except that in limited circumstances a sutafnise, sublicense or
similar right can be granted to an independentregttr to operate or manage a lodging facility dealth care facility
In addition, any corporation (other than a REITihich a TRS directly or indirectly owns more thai¥a6f the voting power or
value of the outstanding securities of such congamawill automatically be treated as a TRS. Subjeche discussion below, we believe that
we and each of our TRSs have complied with, andagiitinue to comply with, on a continuous basis,réwiirements for TRS status at all
times during which the subsidiary’s TRS electioreigorted as being in effect, and we believe thas#mee will be true for any TRS that we
later form or acquire.

We have elected to treat as a TRS a particulapaxate subsidiary of Five Star with whom we do riéha rental relationship. This
intended TRS manages and operates independent fagilities for us, and in the future may operatiglitional independent living facilities
for us. In that role, the intended TRS provide®aities and services to our tenants, the indepeidérg residents; for the duration of our
ownership of these independent living facilitiegrthhave not been, and are not expected to bstexbtiving or skilled nursing residents at
these facilities, and neither we nor the intende® Tilgve provided or expect to provide health candcses at these facilities or
elsewhere. Although the law is unclear on this p@ind in fact a close read of the statute and kel history might suggest otherwise, IRS
private letter rulings conclude and imply that thenagement and operation of independent livindifi@si do not constitute operating or
managing a health care facility such that TRS statyprecluded, provided that there are no assisted or skilled nursing residents in the
facilities and provided further that neither thelRBor the intended TRS provide health care sesvigdflthough IRS private letter rulings do
not generally constitute binding precedent, theyafimesent the reasoned, considered judgment dR®@nd thus provide insight into how
the IRS applies and interprets the federal incaamdaws. Based on these IRS private letter rulings counsel, Sullivan & Worcester LLP,
has opined that it is more likely than not that imtended TRS that manages and operates pure indepeliving facilities will qualify as a
TRS, provided that there are no assisted livingkiled nursing residents in the subject facilittewl provided further that neither we nor the
intended TRS provide health care services.

Our ownership of stock and securities in TRSs is gtdrom the 10% and 5% REIT asset tests discussleadvb Also, as discussed
below, TRSs can perform services for our tenantsamit disqualifying the rents we receive from thasgants under the 75% gross income
test or the 95% gross income test discussed belboveover, because our TRSs are taxed as C corposdtiat are separate from us, their
assets, liabilities and items of income, deducéind credit generally are not imputed to us for pegs of the REIT qualification requirements
described in this summary. Therefore, our TRSs gemerally undertake third-party management aneldpment activities and activities not
related to real estate. Finally, while a REIT isgmrlly limited in its ability to earn qualifyingntal income from a TRS, a REIT can earn
qualifying rental income from the lease of a quedifhealth care property to a TRS if an eligibléependent contractor operates the facility, as
discussed more fully below.
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Restrictions are imposed on TRSs to ensure thgtwiilebe subject to an appropriate level of fedénaome taxation. For example, a
TRS may not deduct interest paid in any year taffiiated REIT to the extent that the interest peynts exceed, generally, 50% of the TRS’s
adjusted taxable income for that year. HoweverT#R8 may carry forward the disallowed interest expéosesucceeding year, and deduct
the interest in that later year subject to that'ges0% adjusted taxable income limitation. In itidd, if a TRS pays interest, rent or other
amounts to its affiliated REIT in an amount thatexds what an unrelated third party would have ipagth arm’s length transaction, then the
REIT generally will be subject to an excise tax éqod00% of the excessive portion of the paymdtinally, if in comparison to an arm’s
length transaction, a third-party tenant has ovdrgent to the REIT in exchange for underpaying TRS for services rendered, and if the
REIT has not adequately compensated the TRS foicssrprovided to or on behalf of the third-paepant, then the REIT may be subject to
an excise tax equal to 100% of the undercompemstdithe TRS. A safe harbor exception to this sxtax applies if the TRS has been
compensated at a rate at least equal to 150% difést cost in furnishing or rendering the servidéere can be no assurance that
arrangements involving our TRSs will not resulthe tmposition of one or more of these deductioritéittons or excise taxes, but we do not
believe that we or our TRSs are or will be subjedhese impositions.

Income TestsThere are two gross income requirements for qaatibn as a REIT under the IRC:

« Atleast 75% of our gross income for each taxab yexcluding: (a) gross income from sales or otligpositions of property
held primarily for sale; (b) any income arisingrfrdclearly identified” hedging transactions that emter into to manage interest
rate or price changes or currency fluctuations wétspect to borrowings we incur to acquire or caggl estate assets; (c) any
income arising from “clearly identified” hedginatrsactions that we enter into primarily to managle of currency fluctuations
relating to any item that qualifies under the 75%sg income test or the 95% gross income tesinippeoperty that generates
such income or gain); (d) real estate foreign emgkagain (as defined in Section 856(n)(2) of th€)};Rand (e) income from the
repurchase or discharge of indebtedness) mustrbeddrom investments relating to real propertliding “rents from real
property” as defined under Section 856 of the IR@&rest and gain from mortgages on real propargnanterests in real
property, income and gain from foreclosure propeggin from the sale or other disposition of realgerty other than dealer
property, or dividends and gain from shares inioREITs. When we receive new capital in exchange®tw shares or in a
public offering of five-year or longer debt instrants, income attributable to the temporary investro¢this new capital in
stock or a debt instrument, if received or accrwéHin one year of our receipt of the new capitsigenerally also qualifying
income under the 75% gross income t

« Atleast 95% of our gross income for each taxab# yexcluding: (a) gross income from sales or otligpositions of property
held primarily for sale; (b) any income arisingrfrdclearly identified” hedging transactions that emer into to manage interest
rate or price changes or currency fluctuations wetipect to borrowings we incur to acquire or caggl estate assets; (c) any
income arising from “clearly identified” hedgingtrsactions that we enter into primarily to managle of currency fluctuations
relating to any item that qualifies under the 75%sg income test or the 95% gross income tesinippeoperty that generates
such income or gain); (d) passive foreign exchayaje (as defined in Section 856(n)(3) of the IR&)¢ (e) income from the
repurchase or discharge of indebtedness) mustrbeeddrom a combination of items of real proparngome that satisfy the
75% gross income test described above, dividentirgist, or gains from the sale or dispositionto€ls, securities or real
property.

For purposes of the 75% and 95% gross income desitaed above, income derived from a “shared appt®n provision” in a mortgage loan
is generally treated as gain recognized on thedfdlee property to which it relates. Although welwse our best efforts to ensure that the
income generated by our investments will be of & tyyat satisfies both the 75% and 95% gross indests, there can be no assurance in this
regard.

In order to qualify as “rents from real propertyider Section 856 of the IRC, several requiremenitstioe met:

« The amount of rent received generally must notdset on the income or profits of any person, byt beabased on a fixed
percentage or percentages of receipts or ¢
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Rents do not qualify if the REIT owns 10% or morevibye or value of the tenant (or 10% or more ofitlterests in the assets or
net profits of the tenant, if the tenant is nobgporation), whether directly or after applicatidrattribution rules. While we
intend not to lease property to any party if rémsn that property would not qualify as “rents froeal property,” application of
the 10% ownership rule is dependent upon complebation rules and circumstances that may be beyamdontrol. For
example, a third party’s ownership directly or Ibiyiaution of 10% or more by value of our sharesweell as an ownership
position in the stock of one of our tenants whichew added to our own ownership position in thatrigrtatals 10% or more by
vote or value of the stock of that tenant (or 109more of the interests in the assets or net grofithe tenant, if the tenant is
a corporation), would result in that tenant’s rem$ qualifying as “rents from real propertyfi; this regard, we already own clc
to, but less than, 10% of the outstanding commameshof Five Star, and Five Star has undertakémibits redemptions of
outstanding common shares so that we do not comendal0% or more of its outstanding common sha€&sr. declaration of
trust generally disallows transfers or purporteduggitions, directly or by attribution, of our sharn® the extent necessary to
maintain our REIT status under the IRC. Neverthgléhere can be no assurance that these restsietitl be effective to
prevent our REIT status from being jeopardized utige 10% affiliated tenant rule. Furthermoreyéhean be no assurance that
we will be able to monitor and enforce these resbnst, nor will our shareholders necessarily be awémvnership of shares
attributed to them under the I's attribution rules

There is a limited exception to the above prohibitbn earning “rents from real property” from a 1@ffiliated tenant where the
tenantis a TRS. If at least 90% of the leasedespfa property is leased to tenants other tha®sTahd 10% affiliated tenants,
and if the TRS’s rent to us for space at that priygde substantially comparable to the rents paichdnaffiliated tenants for
comparable space at the property, then otherwiakfgjng rents paid by the TRS to the REIT will ¢ disqualified on accou
of the rule prohibiting 10% affiliated tenan

There is an additional exception to the above fitibh on earnin¢‘rents from real proper” from a 10% affiliated tenant. F
this additional exception to apply, a real propémtgrest in a “qualified health care property” mbs leased by the REIT to its
TRS, and the facility must be operated on behalhefTRS by a person who is an “eligible independentractor,” all as
described in Sections 856(d)(8)-(9) and 856(e)(6}{the IRC. As described below, we believe ourdsasith our TRSs have
satisfied and will continue to satisfy these requieats.

In order for rents to qualify, we generally must n@nage the property or furnish or render senticéke tenants of the
property, except through an independent contrdmar whom we derive no income or through one of BRISs. There is an
exception to this rule permitting a REIT to perfocostomary tenant services of the sort that a xaxapt organization could
perform without being considered in receipt of ‘elated business taxable income,” or UBTI, underiSe&12(b)(3) of the
IRC. In addition, a de minimis amount of noncuséoynservices provided to tenants will not disquallifygome as “rents from
real propert” so long as the value of the impermissible tenaniiges does not exceed 1% of the gross income fhenproperty
If rent attributable to personal property leaseddnnection with a lease of real property is 15%ess of the total rent receivi
under the lease, then the rent attributable toopatsproperty will qualify as “rents from real pey”; if this 15% threshold is
exceeded, the rent attributable to personal prgpéttnot so qualify. The portion of rental inconreated as attributable to
personal property is determined according to thie o the fair market value of the personal prdpéo the total fair market
value of the real and personal property that isec

We believe that all or substantially all of ourtehave qualified and will qualify as “rents fronat@roperty” for purposes of Section 856 of
the IRC, subject to the considerations in the feilegy paragraph.

As discussed above, we currently own independenglifanilities that we purchased to be managed andhtgzeby a TRS; the TRS
provides amenities and services, but not health sarvices, to the facilities’ residents, who
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are our tenants. We may from time to time in thteife acquire additional properties to be manageldoperated in this manner. Our counsel,
Sullivan & Worcester LLP, has opined that it is edikely than not that our intended TRS that masa&l operates independent living
facilities will qualify as a TRS, provided that tleesire no assisted living or skilled nursing resigiémthe subject facilities and provided
further that neither we nor the intended TRS providalth care services. Accordingly, we expect thatrents we receive from these
facilities’ independent living residents will quali&s “rents from real property” because servicesamenities to them are provided through a
TRS. If the IRS should assert, contrary to itgeut private letter ruling practice, that our irded TRS does not in fact so qualify, and if a
court should agree, then the rental income we redebm the independent living facility residentsondre our tenants would be nonqualifying
income for purposes of the 75% and 95% gross indests, possibly jeopardizing our compliance with #%% gross income test. Under
those circumstances, however, we expect that wedispudlify for the gross income tests’ relief praeisdescribed below, and thereby would
preserve our qualification as a REIT. If the riefieovision below were to apply to us, we would bejsatto tax at a 100% rate on the amount
by which we failed the 95% gross income test, withustiipents, multiplied by a fraction intended toeeflour profitability for the taxable

year; however, in a typical taxable year, we hattle lor no nonqualifying income from other soure@sl thus would expect to owe little tax in
such circumstances.

In order to qualify as mortgage interest on reapprty for purposes of the 75% gross income tesrest must derive from a
mortgage loan secured by real property with a fairket value at the time the loan is made (redugeahly senior liens on the property) at
least equal to the amount of the loan. If the amhotithe loan exceeds the fair market value ofréfzé property (as so reduced by senior
liens), the interest will be treated as interestianortgage loan in a ratio equal to the raticheffair market value of the real property (as so
reduced by senior liens) to the total amount ofrtimetgage loan.

Absent the “foreclosure property” rules of Secti@t&) of the IRC, a REIT’s receipt of active, narteg gross income from a
property would not qualify under the 75% and 95%sgrmcome tests. But as foreclosure propertyattige, nonrental gross income from a
property would so qualify. In the case of propéeysed by a REIT to a tenant, foreclosure propgeterally consists of the real property and
incidental personal property that the REIT has ceduo possession upon a default or imminent defeuder the lease by the tenant, and as to
which a timely foreclosure property election is magieattaching an appropriate statement to the RE@deral income tax return. Any gain
that a REIT recognizes on the sale of foreclosuoperty held as inventory or primarily for salectesstomers, plus any income it receives from
foreclosure property that would not qualify under #5% gross income test in the absence of fore@qawperty treatment, reduced by
expenses directly connected with the productiomo$¢ items of income, would be subject to incomeatahe maximum corporate rate,
currently 35%, under the foreclosure property inedax rules of Section 857(b)(4) of the IRC. Thfia,REIT should lease foreclosure
property in exchange for rent that qualifies anitsfrom real property” as described above, thahntal income is not subject to the
foreclosure property income tax.

Other than sales of foreclosure property, any ganemlize on the sale of property held as inventorgther property held primarily
for sale to customers in the ordinary course oéde or business will be treated as income fronohipited transaction that is subject to a
penalty tax at a 100% rate. This prohibited tratisa income also may adversely affect our abititgatisfy the 75% and 95% gross income
tests for federal income tax qualification as a REWhether property is held as inventory or priiftyefior sale to customers in the ordinary
course of a trade or business is a question otfiattdepends on all the facts and circumstanaegwsuding the particular transaction. There
can be no assurance as to whether or not the I8t suiccessfully assert that one or more of oyradigions is subject to the 100% penalty
tax. Sections 857(b)(6)(C) and (E) of the IRC ileva safe harbor pursuant to which limited sale®alf property held for at least two years
and meeting specified additional requirements moli be treated as prohibited transactions. Howeeenpliance with the safe harbor is not
always achievable in practice.

We believe that dispositions of assets that we haage, or that we might make in the future, will netsibject to the 100% penalty
tax, because our general intent has been and is to:

* own our assets for investment with a view to letsgrm income production and capital appreciation;
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« engage in the business of developing, owning, lgasit managing our existing properties and acquideveloping, owning,
leasing and managing new properties;
« make occasional dispositions of our assets comsigfi¢gh our long-term investment objectives.
If we fail to satisfy one or both of the 75% grossdme test or the 95% gross i ncome test in argbtaxyear, we may nevertheless
qualify as a REIT for that year if we satisfy teidwing requirements:

« our failure to meet the test is due to reasonadlise and not due to willful neglect; and
« after we identify the failure, we file a schedulescigbing each item of our gross income includethn75% gross income test
the 95% gross income test for that taxable y

It is impossible to state whether in all circumst&swe would be entitled to the benefit of this rfehevision for the 75% gross income test or
the 95% gross income test. Even if this reliefsion does apply, a 100% tax is imposed upon tkatgr of the amount by which we failed
the 75% gross income test or the amount by whichailedfthe 95% gross income test, with adjustmentdtiptied by a fraction intended to
reflect our profitability. This relief provisiorpalies to any failure of the applicable incomegesten if the failure first occurred in a year
prior to the taxable year in which the failure wascdvered.

Based on the discussion above, we believe that we $atisfied, and will continue to satisfy, the 7&8f@ 95% gross income tests
outlined above on a continuing basis beginning withfirst taxable year as a REIT.

Asset TestsAt the close of each calendar quarter of eachblexgear, we must also satisfy the following assetgrgage tests in
order to qualify as a REIT for federal income taxpgoses:

« Atleast 75% of the value of our total assets massist of real estate assets, cash and cash gbargs in other REIT
government securities and temporary investmeniewf capital (that is, stock or debt instrumentcpased with proceeds of a
stock offering or a public offering of our debt waherm of at least five years, but only for the egear period commencing
with our receipt of the offering proceed

« Not more than 25% of the value of our total assetg be represented by securities other than thasgises that cour
favorably toward the preceding 75% asset

« Of the investments included in the preceding 25%tadass, the value of any one non-REIT issuecsisies that we own may
not exceed 5% of the value of our total assetsadtfition, we may not own more than 10% of the voteatue of any one non-
REIT issuer’s outstanding securities, unless tloarstes are “straight debt” securities or otherwéseepted as discussed
below. Our stock and securities in a TRS are exedfsom these 5% and 10% asset t¢

« Not more than 25% of the value of our total assetg be represented by stock or securities of T

The above REIT asset tests must be satisfied alidse of each calendar quarter of each taxableasa REIT. After a REIT meets

the asset tests at the close of any quarter, linwillose its status as a REIT in any subsequearter solely because of fluctuations in the
values of its assets. This grandfathering rule bewpf limited benefit to a REIT such as us thakesgperiodic acquisitions of both qualifying
and nonqualifying REIT assets. When a failure tisBathe above asset tests results from an adguisif securities or other property during a
quarter, the failure can be cured by dispositiosuificient nonqualifying assets within thirty degféer the close of that quarter.

In addition, if we fail the 5% value test or the2d@ote or value tests at the close of any quartdrvee do not cure such failure within
thirty days after the close of that quarter, tladufe will nevertheless be excused if (a) theufa@lis de minimis and (b) within six months after
the last day of the quarter in which we identifg failure, we either dispose of the assets caubmdgilure or otherwise satisfy the 5% value
and 10% vote and value asset tests. For purpdsess oelief provision, the failure will be “de nimis” if the value of the assets causing the
failure does not
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exceed the lesser of (a) 1% of the total valueuofassets at the end of the relevant quarter %8)000,000. If our failure is not de minimis,
or if any of the other REIT asset tests have béelated, we may nevertheless qualify as a REIT)ifA{l@ provide the IRS with a description of
each asset causing the failure, (b) the failure duesto reasonable cause and not willful negleftwécpay a tax equal to the greater of (1)
$50,000 or (2) the highest rate of corporate taxdsed, currently 35%, on the net income generatdtidbassets causing the failure during the
period of the failure, and (d) within six monthsesfthe last day of the quarter in which we identify failure, we either dispose of the assets
causing the failure or otherwise satisfy all of REEIT asset tests. These relief provisions appBniyfailure of the applicable asset tests, even
if the failure first occurred in a year prior tceetkaxable year in which the failure was discovered.

The IRC also provides an excepted securities sateoh to the 10% value test that includes amongratams (a) “straight debt”
securities, (b) certain rental agreements in whayngent is to be made in subsequent years, (c) bligation to pay “rents from real
property,” (d) securities issued by governmentaities that are not dependent in whole or in parthenprofits of or payments from a
nongovernmental entity, and (e) any security issuednother REIT. We have maintained and will garg to maintain records of the value
of our assets to document our compliance with bwva asset tests, and intend to take actions admegquired to cure any failure to satisfy
the tests within thirty days after the close of gogrter or within the six month periods describbdwe.

Based on the discussion above, we believe that we $atisfied, and will continue to satisfy, the ab®EIT asset tests on a
continuing basis beginning with our first taxablayas a REIT.

Our Relationships with Five StaAs of December 31, 2014, we owned approximatelyo®¥e common shares of Five Star. Our
leases with Five Star, Five Star’s charter, andratbeeements collectively contain restrictions ugf@nownership of Five Star common
shares and require Five Star to refrain from taking actions that may result in any affiliation with that would jeopardize our qualification
as a REIT under the IRC. Accordingly, commencinthwiur 2002 taxable year, we expect that the rémtaime we have received and will
receive from Five Star and its subsidiaries has lagel will be “rents from real property” under SentB56(d) of the IRC, and therefore
qualifying income under the 75% and 95% gross iretests described above. In addition, as descebede, we have elected to treat as a
TRS a particular corporate subsidiary of Five 8ti#ih whom we do not have a rental relationship, amdoounsel, Sullivan & Worcester LLP,
has opined that it is more likely than not thas tintended TRS will so qualify. Finally, as debed below, we have engaged as an intended
eligible independent contractor another corporatesigliary of Five Star with whom we do not have aakrelationship.

Our Relationship with Our Taxable REIT Subsidiariés addition to the TRS described above that manage operates
independent living facilities for us, we also haveolfhowned TRSs that lease properties from us. ritdg from time to time in the future
acquire additional properties to be leased inrtasiner. In addition, in response to a lease dedawxpiration, we may choose to lease a
reclaimed qualified health care property to a TRS.

In lease transactions involving our TRSs, our intethat the rents paid to us by the TRS qualiyrants from real property” under
the REIT gross income tests summarized aboverderdor this to be the case, the manager oper#imdeased property on behalf of the
applicable TRS must be an “eligible independentreator” within the meaning of Section 856(d)(9)(&)tle IRC, and the properties leased
to the TRS must be “qualified health care propsttiithin the meaning of Section 856(e)(6)(D) of tRe. Qualified health care properties
are defined as health care facilities and othepgnties necessary or incidental to the use of Htheare facility.

For these purposes, a contractor qualifies as lagible independent contractor” if it is less thai% affiliated with the REIT and, at
the time the contractor enters into the agreemethttive TRS to operate the qualified health car@eny, that contractor or any person
related to that contractor is actively engagedénttade or business of operating qualified hezgtle properties for persons unrelated to the
TRS or its affiliated REIT. For these purposesptrerwise eligible independent contractor is negdalified from that status on account of
(a) the TRS bearing the expenses of the operafitireaqqualified health care property, (b) the TR8aiving the revenues from the operation
of the qualified health care property, net of exggenfor that operation and fees payable to thékighdependent contractor, or (c) the REIT
receiving income from the eligible independent cactor pursuant to a preexisting or otherwise gratihéfed lease of another property.
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We have engaged as an intended eligible indeperdettactor a particular corporate subsidiary eeF$tar with whom we do not
have a rental relationship. This contractor anaiffiliates at Five Star are actively engagedttade or business of operating qualified
health care properties for their own accounts, miclg pursuant to management contracts among theessahd including properties that we
do not lease to them; however, this contractoritmaffiliates have few if any management contréatgjualified health care properties for
third parties other than us and our TRSs. Baseal @ain reading of the statute as well as applickgslative history, our counsel, Sullivan
& Worcester LLP, has opined that this intendedielegindependent contractor should in fact so dualif the IRS or a court determines that
this opinion is incorrect, then the rental incomereeeive from our TRSs in respect of propertiesaged by this particular contractor would
be nonqualifying income for purposes of the 75% @5 gross income tests, possibly jeopardizingcounpliance with the 95% gross
income test. Under those circumstances, howeverxpecewe would qualify for the gross income testiéfgrovision described above,
and thereby would preserve our qualification a&#TR If the relief provision were to apply to wge would be subject to tax at a 100% rate
on the amount by which we failed the 95% gross incteae with adjustments, multiplied by a fractioteimded to reflect our profitability for
the taxable year; even though we have little or oregualifying income from other sources in a typieedable year, imposition of this 100%
tax in this circumstance could be material becanigkate all of the properties leased to our TR8sv@naged for the TRSs by this contractor.

As explained above, we will be subject to a 100%iftéhe IRS successfully asserts that the rents fmaics by any of our TRSs
exceed an arm’s length rental rate. Although tlier® clear precedent to distinguish for federabme tax purposes among leases,
management contracts, partnerships, financingsptreat contractual arrangements, we believe thaleases and our TRSs’ management
agreements will be respected for purposes of theiregents of the IRC discussed above. Accordingyexpect that the rental income from
our current and future TRSs will qualify as “refrtem real property,” and that the 100% tax on egt&srents from a TRS will not apply.

Annual Distribution Requirementdn order to qualify for taxation as a REIT undee {RC, we are required to make annual
distributions other than capital gain dividend®tw shareholders in an amount at least equal texbess of:

(1) the sum of 90% of our “real estate investniamt taxable income” and 90% of our net incomerattx, if any, from
property received in foreclosure, o\
(2) the amount by which our noncash income (engpuited rental income or income from transactioasertently failing to

qualify as likekind exchanges) exceeds 5% of “real estate investment trust taxable incc”
For these purposes, our “real estate investmesit tamable income” is as defined under Section@3fe IRC and is computed without
regard to the dividends paid deduction and oucapital gain and will generally be reduced by sfietticorporate-level taxes that we pay
(e.g., taxes on built-in gains or taxes on foraslegproperty income).

The distributions must be paid in the taxable yeavhich they relate, or in the following taxable y&aleclared before we timely
file our federal income tax return for the earli@xable year and if paid on or before the firsutagdistribution payment after that
declaration. If a dividend is declared in Octoldwyember or December to shareholders of record gunire of those months, and is paid
during the following January, then for federal in@tax purposes the dividend will be treated as lygheen both paid and received on
December 31 of the prior taxable year. A distributichich is not pro rata within a class of our beneafimterests entitled to a distribution, or
which is not consistent with the rights to distrileats among our classes of beneficial interestspigeferential distribution that is not taken
into consideration for purposes of the distributiequirements, and accordingly the payment of &epeatial distribution could affect our
ability to meet the distribution requirements. Fakinto account our distribution policies, incladithe dividend reinvestment plan we have
adopted, we do not believe that we have made onvake any preferential distributions. The distnbatrequirements may be waived by the
IRS if a REIT establishes that it failed to meetrthby reason of distributions previously made tentiee requirements of the 4% excise tax
discussed below. To the extent that we do not Higiall of our net capital gain and all of ourdrestate investment trust taxable income,”
as adjusted, we will be subject to federal incormeataegular corporate rates on undistributed art®oun
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In addition, we will be subject to a 4% nondeduetiekcise tax to the extent we fail within a calengsar to make required
distributions to our shareholders of 85% of ourimady income and 95% of our capital gain net incqius the excess, if any, of the “grossed
up required distribution” for the preceding calengear over the amount treated as distributedhfar preceding calendar year. For this
purpose, the term “grossed up required distribtitionany calendar year is the sum of our taxabt®ime for the calendar year without regard
to the deduction for dividends paid and all amotirtm earlier years that are not treated as halvéen distributed under the provision. We
will be treated as having sufficient earnings arafifs to treat as a dividend any distribution byupsto the amount required to be distributed
in order to avoid imposition of the 4% excise tax.

If we do not have enough cash or other liquid agsetseet the 90% distribution requirements, or ifssechoose, we may find it
necessary or desirable to arrange for new delquityefinancing to provide funds for required distritions in order to maintain our REIT
status. We can provide no assurance that finanvemgdd be available for these purposes on favoritas, if at all.

We may be able to rectify a failure to pay suffitidividends for any year by paying “deficiencyidends” to shareholders in a later
year. These deficiency dividends may be includeolir deduction for dividends paid for the eanjiear, but an interest charge would be
imposed upon us for the delay in distribution.

In addition to the other distribution requiremeak®ve, to preserve our status as a REIT we aréreeo timely distribute all C
corporation earnings and profits that we inheritfracquired corporations.

Acquisition of C Corporations

On each of January 11, 2002, March 31, 2008, andiNbge 1, 2008, we acquired all of the outstandingkstd a C corporation. At
the time of those acquisitions, certain of thoseotporations directly or indirectly owned all of thatstanding equity interests in various
corporate and noncorporate subsidiaries. On Octbl#006, we acquired all of the outstanding stdckoS corporation and its disregarded
entity subsidiary, which were formerly C corporaso Upon these acquisitions, each of the acquiméties became either our qualified REIT
subsidiary under Section 856(i) of the IRC or aelisrded entity under Treasury regulations issueiguSection 7701 of the IRC. Thus, after
the acquisition, all assets, liabilities and itemhincome, deduction and credit of the acquiredtiesthave been treated as ours for purposes of
the various REIT qualification tests described aboln addition, we generally were treated as theessor to the acquired entities’ federal
income tax attributes, such as those entities’sadflitax bases in their assets and their depmtiathedules; we were also treated as the
successor to the acquired corporate entities’ egsrand profits for federal income tax purposeanif.

Built-in Gains from C Corporations As described above, notwithstanding our qualificeind taxation as a REIT, we may still be
subject to corporate taxation if we dispose of @sgreviously held by present or former C corporati Specifically, if we acquire an asset
from a corporation in a transaction in which ounuatd tax basis in the asset is determined byarderto the adjusted tax basis of that asset
in the hands of a present or former C corporatmd, if we subsequently recognize gain on the diipasof that asset during a specified
period (generally ten years) beginning on the datevhich the asset ceased to be owned by the Crediqun then we will generally pay tax at
the highest regular corporate tax rate, curreriBb3on the lesser of (a) the excess, if any, ob#set’s fair market value over its adjusted tax
basis, each determined as of the time the assstd¢a be owned by the C corporation or (b) our gatognized in the
disposition. Accordingly, any taxable dispositidraa asset so acquired during the specified pégederally ten years) could be subject to
tax under these rules. However, we have not dispasetihave no present plan or intent to disposangfmaterial assets acquired in such
transactions.

To the extent of our gains in a taxable year thasabject to the built-in gains tax described &)met of any taxes paid on such
gains with respect to that taxable year, our taxdhielends paid to you in the following year will petentially eligible for treatment as
qualified dividends that are taxed to our noncoap®it).S. shareholders at preferential rates.

Earnings and Profits A REIT may not have any undistributed C corporagamings and profits at the end of any taxable
year. Upon the closing of our corporate acquisgjove succeeded to the undistributed earningpuaofits,
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if any, of the acquired and then disregarded catgoentities. Thus, we needed to distribute anf saenings and profits no later than the end
of the applicable tax year. If we failed to dowe, would not qualify to be taxed as a REIT for theiyand a number of years thereafter,
unless we are able to rely on the relief provisiescribed below.

Although Sullivan & Worcester LLP is unable to renda opinion on factual determinations such asatheunt of our undistributed
earnings and profits, we have computed or reta@meduntants to compute the amount of undistribagedings and profits that we inherited
in our corporate acquisitions. Based on thesautaions, we believe that we did not inherit any istributed earnings and profits that
remained undistributed at the end of the applicébteyear. However, there can be no assurancetthdRS would not, upon subsequent
examination, propose adjustments to our calculaifche undistributed earnings and profits thatimrerited, including adjustments that
might be deemed necessary by the IRS as a restdtetamination of the companies we acquired. ninsuch examination, the IRS might
consider all taxable years of the acquired entdespen for review for purposes of its proposedsidjents. If it is subsequently determined
that we had undistributed earnings and profits de@end of the applicable tax year, we may bekddidor a relief provision similar to the
“deficiency dividends” procedure described aboVe. utilize this relief provision, we would havepgay an interest charge for the delay in
distributing the undistributed earnings and profitsaddition, we would be required to distributeota shareholders, in addition to our other
REIT distribution requirements, the amount of theligtributed earnings and profits less the intechatrge paid.

Depreciation and Federal Income Tax Treatment of Leses

Our initial tax bases in our assets will generallyobeacquisition cost. We will generally depreeiatir depreciable real property on
a straight-line basis over forty years and our geasproperty over the applicable shorter periotisese depreciation schedules may vary for
properties that we acquire through tax-free oryzarer basis acquisitions.

We are entitled to depreciation deductions fromfeailities only if we are treated for federal incerax purposes as the owner of the
facilities. This means that the leases of thdifees must be classified for federal income taxgmses as true leases, rather than as sales or
financing arrangements, and we believe this to beé#se.

Distributions to our Shareholders

As discussed above, we expect to make distributmesit shareholders from time to time. These distions may include cash
distributions, in kind distributions of propertyydadeemed or constructive distributions resultimog capital market activities. The United
States federal income tax treatment of our distidms will vary based on the status of the recipsgrareholder as more fully described below
under “Taxation of Taxable U.S. Shareholders,” “Tieotaof Tax-Exempt U.S. Shareholders,” and “Taxatid Non-U.S. Shareholders.”

A redemption of our shares for cash only will be tiedaas a distribution under Section 302 of the IR@| hence taxable as a
dividend to the extent of our available currenaocumulated earnings and profits, unless the retiemsgatisfies one of the tests set forth in
Section 302(b) of the IRC enabling the redempt®mhe treated as a sale or exchange of the sh@hesredemption for cash only will be
treated as a sale or exchange if it (a) is “sulbst§ndisproportionate” with respect to the surreridg shareholder’s ownership in us, (b)
results in a “complete termination” of the surremdg shareholder’s entire share interest in ugcpis “not essentially equivalent to a
dividend” with respect to the surrendering sharedgldll within the meaning of Section 302(b) of tRE€. In determining whether any of
these tests have been met, a shareholder mustafjgrieke into account shares considered to be owgesilich shareholder by reason of
constructive ownership rules set forth in the IREwell as shares actually owned by such shareholdexddition, if a redemption is treated
as a distribution under the preceding tests, themaaeholder’s tax basis in the redeemed sharesanwill be transferred to the
shareholder’s remaining shares in us, if any, &sdéh shareholder owns no other shares in us, lzagik generally may be transferred to a
related person or may be lost entirely. Becausel#termination as to whether a shareholder wikfyadny of the tests of Section 302(b) of
the IRC depends upon the facts and circumstandée &éitme that our shares are redeemed, we urgéoymensult your own tax advisor to
determine your particular tax treatment of any nepiéon.
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Taxation of Taxable U.S. Shareholders

For noncorporate U.S. shareholders, to the extanthieir total adjusted income does not exceedagipé thresholds, the maximum
federal income tax rate for long-term capital gaind most corporate dividends is generally 15%: ti@se noncorporate U.S. shareholders
whose total adjusted income exceeds the applical#sholds, the maximum federal income tax ratéofiog-term capital gains and most
corporate dividends is generally 20%. However, bseave are not generally subject to federal incamen the portion of our “real estate
investment trust taxable income” distributed to sli@reholders, dividends on our shares generalpatreligible for such preferential tax
rates. As a result, our ordinary dividends contittube taxed at the higher federal income tax rapgdicable to ordinary income. To
summarize, the preferential federal income taxsrégelong-term capital gains and for qualifiedidands generally apply to:

()
@)

®3)
4)

@)

long -term capital gains, if any, recognized on the di#fimn of our shares;

our distributions designated as lorgrm capital gain dividends (except to the extémitautable to real estate depreciation
recapture, in which case the distributions are sittjea maximum 25% federal income tax ra
our dividends attributable to dividend income,rif/areceived by us from C corporations such as T

our dividends attributable to earnings and isdhat we inherit from C corporations; and

our dividends to the extent attributable tooime upon which we have paid federal corporate incaxésuch as sale gains
subject to the 35% built-in gains tax), net of teeporate taxes thereon.

As long as we qualify as a REIT for United States feldecome tax purposes, a distribution to our Wi&reholders that we do not
designate as a capital gain dividend generallyheltreated as an ordinary income dividend to thergof our available current or
accumulated earnings and profits. Distributions enaat of our current or accumulated earnings anfitpithat we properly designate as
capital gain dividends generally will be taxed asgiderm capital gains, as discussed below, toxtenéthey do not exceed our actual net
capital gain for the taxable year. However, corpositareholders may be required to treat up to 208aycapital gain dividend as ordinary
income under Section 291 of the IRC.

In addition, we may elect to retain net capital gagtome and treat it as constructively distributéd that case:

(1)
@)

®3)
4)

®)

we will be taxed at regular corporate capital gagxsrates on retained amour

each U.S. shareholder will be taxed on itsgiestied proportionate share of our retained netalagains as though that
amount were distributed and designated a capitaldjgidend;

each U.S. shareholder will receive a credit or rdffor its designated proportionate share of thetiakwe pay

each U.S. shareholder will increase its adglibgesis in our shares by the excess of the amdutst mroportionate share of
these retained net capital gains over the U.S. bbhte’s proportionate share of the tax that we pay;

both we and our corporate shareholders will n@kemensurate adjustments in our respective earingd profits for
federal income tax purpose

If we elect to retain our net capital gains in tlaishion, we will notify our U.S. shareholders of théevant tax information within sixty days
after the close of the affected taxable year.
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If for any taxable year we designate capital gauiddinds for our shareholders, then a portion ofctiygital gain dividends we
designate will be allocated to the holders of aipaldr class of shares on a percentage basis &mtta ratio of the amount of the total
dividends paid or made available for the year &ttblders of that class of shares to the totatdivils paid or made available for the year to
holders of all outstanding classes of our shareswill similarly designate the portion of any capgain dividend that is to be taxed to
noncorporate U.S. shareholders at preferential maximates (including any capital gains attributablecal estate depreciation recapture that
are subject to a maximum 25% federal income tee) s that the designations will be proportionat®mg all outstanding classes of our
shares.

Distributions in excess of current or accumulatethiegs and profits will not be taxable to a U.S.rehalder to the extent that they
do not exceed the shareholder’s adjusted tax ba#ie shareholder’s shares, but will reduce treetiolder’s basis in those shares. To the
extent that these excess distributions exceed astigBeholder’s adjusted basis in our shares, tliépevincluded in income as capital gain,
with long -term gain generally taxed to noncorporate U.S.edf@ders at preferential maximum rates. No U.S.at@der may include on its
federal income tax return any of our net operaliisges or any of our capital losses.

If a dividend is declared in October, November or &eber to shareholders of record during one of theseths, and is paid during
the following January, then for federal income taxpmses the dividend will be treated as having lexeh paid and received on December 31
of the prior taxable year. Also, items that aratiee differently for regular and alternative minimtex purposes are to be allocated between a
REIT and its shareholders under Treasury regulatignich are to be prescribed. It is possible thegéhTreasury regulations will require tax
preference items to be allocated to our shareh®ldéh respect to any accelerated depreciatiortt@rdax preference items that we claim.

A U.S. shareholder will generally recognize gainasslequal to the difference between the amourizegband the shareholder’s
adjusted basis in our shares that are sold or egelth This gain or loss will be capital gain orsloand will be long-term capital gain or loss
if the shareholder’s holding period in our shanreseeds one year. In addition, any loss upon asatechange of our shares held for six
months or less will generally be treated as a letegm capital loss to the extent of our loftgrm capital gain dividends paid on such shares
during the holding period.

U.S. shareholders who are individuals, estates ststare generally required to pay a 3.8% Media®h their net investment
income (which is calculated by including dividermisand gains from the sale or other dispositioawfshares), or in the case of estates and
trusts on their net investment income that is nsitibuted, in each case to the extent that tleél adjusted income exceeds applicable
thresholds.

If a U.S. shareholder recognizes a loss upon a siispo of our shares in an amount that exceedescpbed threshold, it is possible
that the provisions of Treasury regulations invedyfreportable transactions” could apply, with auléng requirement to separately disclose
the loss-generating transaction to the IRS. These Treasgylations are written quite broadly, and apply smgnroutine and simple
transactions. A reportable transaction currentljuides, among other things, a sale or exchangerdadlares resulting in a tax loss in excess of
(a) $10 million in any single year or $20 milliamany combination of years in the case of our shhedd by a C corporation or by a
partnership with only C corporation partners or§®)million in any single year or $4 million in aspmbination of years in the case of our
shares held by any other partnership or an S catipor, trust or individual, including losses thiatwf through pass through entities to
individuals. A taxpayer discloses a reportabledeanion by filing IRS Form 8886 with its federal @me tax return and, in the first year of
filing, a copy of Form 8886 must be sent to the'8RSffice of Tax Shelter Analysis. The penalty failing to disclose a reportable transaction
is generally $10,000 in the case of a natural pesswl $50,000 in any other case.

Noncorporate U.S. shareholders who borrow fundsanfie their acquisition of our shares could betéichin the amount of
deductions allowed for the interest paid on the litegness incurred. Under Section 163(d) of the iR@rest paid or accrued on
indebtedness incurred or continued to purchasarmy property held for investment is generally dehle only to the extent of the investor's
net investment income. A U.S. shareholder’s netstment income will include ordinary income dividedidtributions received from us and,
if an appropriate election is made by the shareadrplthpital gain dividend distributions and quaelifidividends received from us; however,
distributions treated as a nontaxable return oftieeholder’s basis will not enter into the coragiah of net investment income.
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Taxation of Tax ~Exempt U.S. Shareholders

The rules governing the federal income taxatiotanf-exempt entities are complex, and the following dsoon is intended only as

a summary of these rules. If you are ataxempt shareholder, we urge you to consult with youn tax advisor to determine the impact of

federal, state, local and foreign tax laws, inclgdamy tax return filing and other reporting reqmients, with respect to your investment in our
shares.

Subject to the pensiorheld REIT rules discussed below, our distributiorzlmto shareholders that are t@xempt pension plans,

individual retirement accounts or other qualifytag —exempt entities should not constitute UBTI, proddleat the shareholder has not
financed its acquisition of our shares with “acitios indebtedness” within the meaning of the IR@ttthe shares are not otherwise used in
an unrelated trade or business of the-taxempt entity, and that, consistent with our presgent, we do not hold a residual interest inal re
estate mortgage investment conduit.

Any trusts that are described in Section 401(aheflRC and are tax-exempt under Section 501(d)eofRC, or tax-exempt pension
trusts, that own more than 10% by value of a “pems$ield REIT” at any time during a taxable year rhayrequired to treat a percentage of all
dividends received from the pension-held REIT dyitime year as UBTI. This percentage is equal todtie of:

1) the pension-held REIT’s gross income derived from the conddairoelated trades or businesses, determinedths if
pension-held REIT were a taxexempt pension trust, less direct expenses refatttht income, to
2 the pension-held REIT’s gross income from all sources, lesedaliexpenses related to that income,

except that this percentage shall be deemed teroeunless it would otherwise equal or exceed 5%.

A REIT is a pensiorheld REIT if:

* the REIT is “predominantly held” by tasexempt pension trusts; and
- the REIT would fail to satisfy the “closely heldivaership requirement, discussed above in “REIT Qualibn Requirements,”
if the stock or beneficial interests in the REITdhey tax-exempt pension trusts were viewed as byglithe tax-exempt pension
trusts rather than by their respective beneficia
A REIT is predominantly held by tax-exempt pensiassts if at least one tax-exempt pension trust awore than 25% by value of
the interests in such REIT, or if one or more tagrapt pension trusts, each owning more than 104ahye of the interests in such REIT,
own in the aggregate more than 50% by value ofrttexésts in such REIT. Because of the share owipershcentration restrictions
contained in our declaration of trust, we beliewa thie are not and will not become a pension-held R accordingly, the tax treatment
described above should be inapplicable to our jeexmpt shareholders. However, because our shargsiliely traded, we cannot
completely control whether or not we are or will b@eoa pension-held REIT.

Social clubs, voluntary employee benefit assoamsticupplemental unemployment benefit trusts amdifggd group legal services
plans exempt from federal income taxation undeti®es 501(c)(7), (c)(9), (c)(17) and (c)(20) of tRC, respectively, are subject to different
UBTI rules, which generally will require them to cheterize distributions from a REIT as UBTI. In #duh, these prospective investors
should consult their own tax advisors concerning‘@ey aside” or reserve requirements applicabliagon.

Taxation of Non-U.S. Shareholders

The rules governing the United States federal inctaxation of non-U.S. shareholders are complex, and the followingudision is

intended only as a summary of these rules. If yeuteanon-U.S. shareholder, we urge you to consult with youn ¢ex advisor to determine

the impact of United States federal, state, locdlfareign tax laws, including any tax return filiagd other reporting requirements, with
respect to your investment in our shares.
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In general, a norU.S. shareholder will be subject to regular Uniteaté federal income tax in the same manner as a U.S.

shareholder with respect to its investment in diarss if that investment is effectively connectethwhie non-U.S. shareholder’'s conduct of

a trade or business in the United States (andoifiged by an applicable income tax treaty, is latitéble to a permanent establishment or
fixed base the noaU.S. shareholder maintains in the United Statesjddition, a corporate ner.S. shareholder that receives income that is
or is deemed effectively connected with a tradeusiriess in the United States may also be subjebet80% branch profits tax under

Section 884 of the IRC, or lower applicable taxtiyeate, which is payable in addition to regular @diStates federal corporate income tax.
The balance of this discussion of the United Stistdsral income taxation of nefU.S. shareholders addresses only those-hh.

shareholders whose investment in our shares isffeatigely connected with the conduct of a tradéusiness in the United States.

A distribution by us to a nonU.S. shareholder that is not attributable to gaamfthe sale or exchange of a United States real

property interest and that is not designated apaat gain dividend will be treated as an ordinagome dividend to the extent that it is made
out of current or accumulated earnings and profitdistribution of this type will generally be subjgo United States federal income tax and

withholding at the rate of 30%, or at a lower ratdhé@ non-U.S. shareholder has in the manner prescribedéiRB demonstrated to the

applicable withholding agent its entitlement to &S under a tax treaty. In the case of any irdldrstributions of property, the applicable
withholding agent will have to collect the amountuiegd to be withheld by reducing to cash for remiteto the IRS a sufficient portion of

the property that the norlJ.S. shareholder would otherwise receive, and the-tb8. shareholder may bear brokerage or other cossthi
withholding procedure. Because we cannot determinewuent and accumulated earnings and profitd theiend of the taxable year,
withholding at the rate of 30% or applicable lowesaty rate will generally be imposed on the grosewarhof any distribution to a noflJ.S.

shareholder that we make and do not designate agitalcyain dividend. Notwithstanding this withholdiog distributions in excess of our
current and accumulated earnings and profits, tHistebutions are a nontaxable return of capitahe extent that they do not exceed the

non-U.S. shareholder’s adjusted basis in our sharesthendontaxable return of capital will reduce thpisid basis in these shares. To the
extent that distributions in excess of current aocumulated earnings and profits exceed the-ub. shareholder’s adjusted basis in our
shares, the distributions will give rise to tax Il if the non-U.S. shareholder would otherwise be subject to taamyngain from the sale or

exchange of these shares, as discussed below. A& shareholder may seek a refund from the IRS$nafumts withheld on distributions to
it in excess of our current and accumulated easnamgl profits.

From time to time, some of our distributions mayaltteibutable to the sale or exchange of UnitedeSteeal property
interests. However, capital gain dividends thatraceived by a non-U.S. shareholder, as well asleinds attributable to our sales of United
States real property interests, will be subjech&otaxation and withholding regime applicable tameady income dividends and the branch
profits tax will not apply, provided that (a) thedigidends are received with respect to a class afeshthat is “regularly traded” on a domestic
“established securities market” such as the New Yatdck Exchange, or NYSE , both terms as defined plicgble Treasury regulations,
and (b) the non-U.S. shareholder does not own nhare 5% of that class of shares at any time dutiegohe-year period ending on the date
of distribution of the applicable capital gain dddited States real property interest dividendsoth of these provisions are satisfied,
qualifying non-U.S. shareholders will not be subjectvithholding either on capital gain dividends ordividends that are attributable to our
sales of United States real property interestb@sgh those amounts were effectively connected avithnited States trade or business, and
qualifying non-U.S. shareholders will not be requitedile United States federal income tax returnpay branch profits tax in respect of
these dividends. Instead, these dividends willuigest to United States federal income tax and waiiihg as ordinary dividends, currently
at a 30% tax rate unless, as discussed below, @dduycan applicable treaty. Although there candassurance in this regard, we believe
that our common shares have been and will remeigularly traded” on a domestic “established seiegrinarket” within the meaning of
applicable Treasury regulations; however, we cawigde no assurance that our shares will continumettregularly traded” on a domestic
“established securities market” in future taxalkdang.

Except as discussed above, for any year in whichwadify as a REIT, distributions that are attrithieato gain from the sale or
exchange of a United States real property interestexed to a non-U.S. shareholder as if thesélisions were gains effectively connected
with a trade or business in the United States coeduzy the non-U.S. shareholder. Accordingly, a ndB-Jhareholder that does not qualify
for the special rule above (a) will be taxed orsthemounts at the normal capital gain and otherati@s applicable to a U.S. shareholder,
subject to any applicable
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alternative minimum tax and to a special alterratiinimum tax in the case of nonresident alienviiddials, (b) will be required to file a
United States federal income tax return reportimgéhamounts, even if applicable withholding is isgzbas described below, and (c) if such
non-U.S. shareholder is also a corporation, it mag the 30% branch profits tax under Section 884@fRC, or lower applicable tax treaty
rate, in respect of these amounts. The applicattlholding agent will be required to withhold frorstiibutions to such non-U.S.
shareholders, and remit to the IRS, 35% of the mawi amount of any distribution that could be deaigd as a capital gain dividend. In
addition, for purposes of this withholding ruleyié designate prior distributions as capital gauiddinds, then subsequent distributions up to
the amount of the designated prior distribution$ kel treated as capital gain dividends. The amofiahy tax withheld is creditable against
the non-U.S. shareholder’s United States federaintectax liability, and the non-U.S. shareholder rilayfor a refund from the IRS of any
amount of withheld tax in excess of that tax lidbili

A special “wash sale” rule may apply to a non-U.Srashalder who owns any class of our shares if (aptreU.S. shareholder owns
more than 5% of that class of shares at any timmglthe one-year period ending on the date oflibiibution described below, or (b) that
class of our shares is not, within the meaning pfiegble Treasury regulations, “regularly traded”@domestic “established securities
market” such as the NYSE. Although there can bessarance in this regard, we believe that our comsihames have been and will remain
“regularly traded” on a domestic “established sims market” within the meaning of applicable Tregsregulations, all as discussed above;
however, we can provide no assurance that our shélfeontinue to be “regularly traded” on a domeststablished securities market” in
future taxable years. We thus anticipate this veadé rule will apply, if at all, only to a non-U.$aseholder that owns more than 5% of
either our common shares or any class of our pefeshares. Such a non-U.S. shareholder will lageileas having made a “wash sale” of
our shares if it (a) disposes of an interest inghares during the thirty days preceding the eiddivd date of a distribution by us that, but for
such disposition, would have been treated by thelh& shareholder in whole or in part as gain framgale or exchange of a United States
real property interest, and then (b) acquires tersrinto a contract to acquire a substantiallyiibal interest in our shares, either actually or
constructively through a related party, during shey-one day period beginning thirty days priothe ex-dividend date. In the event of such
a wash sale, the non-U.S. shareholder will have gain the sale or exchange of a United States regleptyinterest in an amount equal to
the portion of the distribution that, but for theshasale, would have been a gain from the sale dramge of a United States real property
interest. As discussed above, a non-U.S. sharefmlgin from the sale or exchange of a United Stagekproperty interest can trigger
increased United States taxes, such as the braafits pax applicable to non-U.S. corporations, amtéased United States tax filing
requirements.

If for any taxable year we designate capital gauid@inds for our shareholders, then a portion ofctiygital gain dividends we
designate will be allocated to the holders of aipaldr class of shares on a percentage basis &mtta ratio of the amount of the total
dividends paid or made available for the year &ttblders of that class of shares to the totatdivils paid or made available for the year to
holders of all outstanding classes of our shares.

Tax treaties may reduce the withholding obligationour distributions. Under some treaties, howenates below 30% that are
applicable to ordinary income dividends from Unitdtes corporations may not apply to ordinary medalividends from a REIT or may
apply only if the REIT meets specified additionahditions. A non-U.S. shareholder must generaleyars applicable IRS Form W-8, or
substantially similar form, to claim tax treaty ledits. If the amount of tax withheld with respecttdistribution to a non-U.S. shareholder
exceeds the shareholder’s United States federamiadax liability with respect to the distributiohetnon-U.S. shareholder may file for a
refund of the excess from the IRS. The 35% withimgldax rate discussed above on some capital geithethds corresponds to the maximum
income tax rate applicable to corporate non-U.&rediolders but is higher than the current prefeakemaximum rates on capital gains
generally applicable to noncorporate non-U.S. st@dehns. Treasury regulations also provide speualak to determine whether, for purposes
of determining the applicability of a tax treatyralistributions to a non-U.S. shareholder thanigatity should be treated as paid to the entity
or to those owning an interest in that entity argethier the entity or its owners are entitled todfigsunder the tax treaty. In the case of any
constructive distributions or in kind distributionBproperty, the applicable withholding agent majlect the amount required to be withheld
by reducing to cash for remittance to the IRS &dcaht portion of the property that the non-U.Sasholder would otherwise receive or own
if the cash portion of any such distribution is sofficient to cover the withholding liability, aride non-U.S. shareholder may bear brokerage
or other costs for this withholding procedure.
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Non-U.S. shareholders should generally be able & smounts we designate as retained but constelictiVstributed capital gains
in the same manner as actual distributions of abgéin dividends by us. In addition, a non-U.Srsholder should be able to offset as a
credit against its federal income tax liability ge@portionate share of the tax paid by us on setdined but constructively distributed capital
gains. A non-U.S. shareholder may file for a reftnoch the IRS for the amount that the non-U.S. dhalder’s proportionate share of tax
paid by us exceeds its federal income tax liabditythe constructively distributed capital gains.

If our shares are not “United States real propeirests” within the meaning of Section 897 of tlRE, then a non-U.S.
shareholder’s gain on the sale of these sharesabneill not be subject to United States federaldme taxation, except that a nonresident
alien individual who was in the United States foB Hys or more during the taxable year may be stitgea 30% tax on this gain. Our
shares will not constitute a United States reaperny interest if we are a “domestically controlREIT.” A domestically controlled REIT is a
REIT in which at all times during the preceding figear period less than 50% of the fair market valiihe outstanding shares was directly or
indirectly held by foreign persons. We believet tiva have been and will remain a domestically col&doREIT and thus a non-U.S.
shareholder’s gain on a sale of our shares wilbeasubject to United States federal income taxatidowever, because our shares are
publicly traded, we can provide no assurance thatave been or will remain a domestically controlREIT. If we are not a domestically
controlled REIT, a non-U.S. shareholder’s gaintemgale of our shares will not be subject to Un8tates federal income taxation as a sale of
a United States real property interest, if thatxlafsshares is “regularly traded,” as defined bgliapble Treasury regulations, on an
established securities market such as the NYSEthendon-U.S. shareholder has at all times duriegtieceding five years owned 5% or less
by value of that class of shares. In this regbhedause the shares held by others may be redeamed;U.S. shareholder’s percentage
interest in a class of our shares may increase ieitearcquires no additional shares in that clashe gain on the sale of our shares were
subject to United States federal income taxatioa non-U.S. shareholder will generally be subjethé&same treatment as a U.S. shareholder
with respect to its gain and will be required to &l&nited States federal income tax return repgttirat gain; in addition, a corporate non-
U.S. shareholder might owe branch profits tax un@etin 884 of the IRC. A purchaser of our sharemfa non-U.S. shareholder will not
be required to withhold on the purchase price ifgbhechased shares are regularly traded on an isstathlsecurities market or if we are a
domestically controlled REIT. Otherwise, a purchafayur shares from a non-U.S. shareholder may dpgined to withhold 10% of the
purchase price paid to the non-U.S. shareholdet@rehmit the withheld amount to the IRS.

Information Reporting, Backup Withholding, and Foreign Account Withholding

Information reporting, backup withholding, and faneiaccount withholding may apply to distributiomgpooceeds paid to our
shareholders under the circumstances discussed.bél@ shareholder is subject to backup or othetddinStates federal income tax
withholding, then the applicable withholding agent Ww# required to withhold the appropriate amounhwéspect to a deemed or
constructive distribution or a distribution in kiesten though there is insufficient cash from whizlsatisfy the withholding obligation. To
satisfy this withholding obligation, the applicabéhholding agent may collect the amount of Unitedt&s federal income tax required to be
withheld by reducing to cash for remittance to tR8 la sufficient portion of the property that thargholder would otherwise receive or own,
and the shareholder may bear brokerage or othés farshis withholding procedure.

The backup withholding rate is currently 28%. Amisunithheld under backup withholding are generalliyamadditional tax and
may be refunded by the IRS or credited againssiiaeeholder’s federal income tax liability. A U.8aseholder may be subject to backup
withholding when it receives distributions on ourr&saor proceeds upon the sale, exchange, redemptoement or other disposition of our
shares, unless the U.S. shareholder properly exeartéas previously properly executed, under piesedf perjury an IRS Form W-9 or
substantially similar form that:

« provides the U.S. shareholder’s correct taxpayettifieation number; and

. certifies that the U.S. shareholder is exempt flaokup withholding because it comes within an enateerexempt category, it
has not been notified by the IRS that it is subjediackup withholding, or it has been notifiedtbg IRS that it is no longer
subject to backup withholdin
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If the U.S. shareholder has not provided and doepnowide its correct taxpayer identification numbe an IRS Form W9 or substantially
similar form, it may be subject to penalties impbbg the IRS, and the applicable withholding ageay iave to withhold a portion of any
distributions or proceeds paid to such U.S. shadsolUnless the U.S. shareholder has establishepoyparly executed IRS Form W8 or

substantially similar form that it comes within artuenerated exempt category, distributions or pros@edour shares paid to it during the
calendar year, and the amount of tax withheld, ¥, avill be reported to it and to the IRS.

Distributions on our shares to a non-U.S. sharehaldeng each calendar year and the amount of téhheid, if any, will generally
be reported to the non-U.S. shareholder and toRBe [This information reporting requirement appliegardless of whether the non-U.S.
shareholder is subject to withholding on distribofi@n our shares or whether the withholding was retaceliminated by an applicable tax
treaty. Also, distributions paid to a non-U.S. sthaider on our shares may be subject to backup elihig, unless the non-U.S. shareholder
properly certifies to the applicable withholding agiés non-U.S. shareholder status on an IRS For® & substantially similar
form. Information reporting and backup withholdivdl not apply to proceeds a non-U.S. shareholdeeires upon the sale, exchange,
redemption, retirement or other disposition of shares, if the non-U.S. shareholder properly cestifis non-U.S. shareholder status on an
IRS Form W-8 or substantially similar form. Everthvwaut having executed an IRS Form W-8 or substiynsanilar form, however, in some
cases information reporting and backup withholdiilnot apply to proceeds that a non-U.S. sharehaléleeives upon the sale, exchange,
redemption, retirement or other disposition of sliares if the non-U.S. shareholder receives thasmpds through a broker’s foreign office.

Non-United States financial institutions and othem-umited States entities are subject to diligenakraporting requirements for
purposes of identifying accounts and investmenii$ thieectly or indirectly by United States persoridhe failure to comply with these
additional information reporting, certification anther requirements could result in a 30% withhadiax on applicable payments to non-
United States persons. In particular, a payeestaforeign financial institution that is subjeéctthe diligence and reporting requirements
described above must enter into an agreement vwatJttited States Department of the Treasury requiangpng other things, that it
undertake to identify accounts held by “specifieuiteld States persons” or “United States owned forergities” (each as defined in the IRC),
annually report information about such accounts,withhold 30% on applicable payments to noncompliareign financial institutions and
account holders. Foreign financial institutionsdted in jurisdictions that have an intergovernrakagreement with the United States with
respect to these requirements may be subjectferelift rules. The foregoing withholding regime geaily appl ies to payments of dividends
on our shares, and is expected to generally appytter “withholdable payments” (including paymeotgross proceeds from a sale or other
disposition of our shares) made after December @162 Non-U.S. shareholders and shareholders whodusldhares through a non-United
States intermediary are encouraged to consulttivé tax advisor regarding foreign account tax pbamce.

Other Tax Considerations

Our tax treatment and that of our shareholders neayddified by legislative, judicial or administraiactions at any time, which
actions may be retroactive in effect. The ruleslidg with federal income taxation are constantlgemreview by the United States Congress,
the IRS and the United States Department of the Tirgaand statutory changes, new regulations, rawssio existing regulations and revised
interpretations of established concepts are isfegdently. Likewise, the rules regarding taxesothan United States federal income taxes
may also be modified. No prediction can be made &se likelihood of passage of new tax legislatorother provisions, or the direct or
indirect effect on us and our shareholders. Renmssto tax laws and interpretations of these lawsddcadversely affect our ability to qualify
and be taxed as a REIT, as well as the tax or attvesequences of an investment in our shares. ndewr shareholders may also be subject
to taxation by state, local or other jurisdictiomsluding those in which we or our shareholdersdaahbusiness or reside. These tax
consequences may not be comparable to the UnitéekSealeral income tax consequences discussed.above
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ERISA PLANS, KEOGH PLANS AND INDIVIDUAL RETIREMENT ACCOUNTS

General Fiduciary Obligations

Fiduciaries of a pension, profisharing or other employee benefit plan subjectitie Tof the Employee Retirement Income Security
Act of 1974, as amended, or ERISA, must consider veneth

« their investment in our shares or other securgaisfies the diversification requirements of ERISA;

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

« they have authority to acquire our shares or atkeurities under the applicable governing instruraed Title | of ERISA; and
« theinvestment is otherwise consistent with theludiary responsibilities

Trustees and other fiduciaries of an ERISA plan imayr personal liability for any loss suffered tne plan on account of a violation
of their fiduciary responsibilities. In additiomese fiduciaries may be subject to a civil penaftyp to 20% of any amount recovered by the

plan on account of a violation. Fiduciaries of amyividual retirement account or annuity, or IRAtR IRA, tax—favored account (such as an
Archer MSA, Coverdell education savings account @thesavings account), Keogh Plan or other qualifegdtement plan not subject to Title
| of ERISA, or non-ERISA plans, should consider that the plan may ardke investments that are authorized by the apiatepgoverning
instrument.

Fiduciaries considering an investment in our séiesrshould consult their own legal advisors ifythave any concern as to whether
the investment is consistent with the foregoingecidt or is otherwise appropriate. The sale of oousges to an ERISA or nonERISA plan

is in no respect a representation by us or anymwrier of the securities that the investment mediteelevant legal requirements with respect
to investments by plans generally or any particplan, or that the investment is appropriate fanplgenerally or any particular plan.

Prohibited Transactions

Fiduciaries of ERISA plans and persons making tlvestment decision for an IRA or other ngBRISA plan should consider the
application of the prohibited transaction provisiai ERISA and the IRC in making their investmentisien. Sales and other transactions
between an ERISA or nofrERISA plan, and persons related to it, are probibitansactions. The particular facts concerniegsffonsorship,

operations and other investments of an ERISA plamoar-ERISA plan may cause a wide range of other persphe treated as disqualified

persons or parties in interest with respect to jpréhibited transaction, in addition to imposingquatal personal liability upon fiduciaries of
ERISA plans, may also result in the imposition ofanise tax under the IRC or a penalty under ERIBénuthe disqualified person or party
in interest with respect to the plan. If the disdfiedd person who engages in the transaction isttividual on behalf of whom an IRA or Roth

IRA is maintained or his beneficiary, the IRA or R&®A may lose its taxexempt status and its assets may be deemed tdbeane

distributed to the individual in a taxable distrilm on account of the prohibited transaction, muexcise tax will be imposed. Fiduciaries
considering an investment in our securities shaoltsult their own legal advisors as to whether thireyship of our securities involves a
prohibited transaction.

“Plan Assets” Considerations

The United States Department of Labor has issuedudation defining “plan assets.” The regulation gtly provides that when an
ERISA or non-ERISA plan acquires a security that is an equitgriggt in an entity and that security is neithepablicly offered security”
nor a security issued by an investment companytegid under the Investment Company Act of 194@nasnded, the ERISA plan’s or
non-ERISA plan’s assets include both the equity inteaest an undivided interest in each of the undeglyissets of the entity, unless it is
established either that the entity is an operatongpany or that equity participation in the enlitybenefit plan investors is not significant.
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Each class of our shares (that is, our common stzare any class of preferred shares that we mag)issust be analyzed separately
to ascertain whether it is a publicly offered setyuilhe regulation defines a publicly offered séyuas a security that is “widely held,”
“freely transferable” and either part of a classefurities registered under the Exchange Act, ldrisader an effective registration statement
under the Securities Act of 1933, as amended,e8#turities Act, provided the securities are regest under the Exchange Act within
120 days after the end of the fiscal year of teaés during which the offering occurred. Each ct#ssur outstanding shares has been
registered under the Exchange Act within the necgdsae frame to satisfy the foregoing condition.

The regulation provides that a security is “wide§di only if it is part of a class of securitiesaths owned by 100 or more investors
independent of the issuer and of one another. Howeecurity will not fail to be “widely held” becselithe number of independent investors
falls below 100 subsequent to the initial publiceofig as a result of events beyond the issuer'sr@biVe believe our common shares have
been and will remain widely held, and we expectsthime to be true of any class of preferred shaetswh may issue, but we can give no
assurances in this regard.

The regulation provides that whether a securityrisély transferable” is a factual question to beethained on the basis of all
relevant facts and circumstances. The regulatichéu provides that, where a security is part obtiaring in which the minimum investment
is $10,000 or less, some restrictions on transf@inarily will not, alone or in combination, affeatfinding that these securities are freely
transferable. The restrictions on transfer enuredrat the regulation as not affecting that findingude:

« any restriction on or prohibition against any tfensr assignment that would result in a terminato reclassification for feder
or state tax purposes, or would otherwise violatestate or federal law or court ord
« any requirement that advance notice of a transfassignment be given to the issuer and any regeinéthat either th
transferor or transferee, or both, execute docuatient setting forth representations as to compgaaith any restrictions on
transfer that are among those enumerated in theatgmn as not affecting free transferability, inding those described in the
preceding clause of this senten
« any administrative procedure that establishes fatafe date, or an event prior to which a transfeassignment will not be
effective; anc
« any limitation or restriction on transfer or assigent that is not imposed by the issuer or a peasting on behalf of the issuer.
We believe that the restrictions imposed underdaataration of trust on the transfer of sharesataesult in the failure of our
shares to be “freely transferable.” Furthermorepefteve that there exist no other facts or circamses limiting the transferability of our
shares that are not included among those enumeaatedt affecting their free transferability unttez regulation, and we do not expect or
intend to impose in the future, or to permit anyspe to impose on our behalf, any limitations atrietions on transfer that would not be
among the enumerated permissible limitations drioti®ns.

Assuming that each class of our shares will be “widkelld” and that no other facts and circumstangest ¢hat restrict transferability
of these shares, we have received an opinion of@mumsel, Sullivan & Worcester LLP, that our shamibnot fail to be “freely transferable”
for purposes of the regulation due to the restnicdion transfer of our shares under our declarafidrust and that under the regulation each
class of our currently outstanding shares is plybbiffered and our assets will not be deemed topberassets” of any ERISA plan or

non-ERISA plan that acquires our shares in a publicrffe This opinion is conditioned upon certain asptions and representations, as
discussed above in “United S t ates Federal IncbaxeConsiderations—Taxation as a REIT.”

Item 1 A. Risk Factors .

Our business faces many risks. The risks describkahvioimay not be the only risks we face, but are igleswe know of that we
believe may be material at this time. Additionaksishat we do not yet know of, or that we
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currently think are immaterial, may also impair duisiness operations or financial results. If ahthe events or circumstances described in
the following risks occurs, our business, financm@hdition or results of operations could suffer &meltrading price of our securities could
decline. Investors and prospective investors shooitider the following risks and the informatiomtzned under the heading “Warning
Concerning Forward Looking Statements” before dagigvhether to invest in our securities.

Risks Related to Our Tenants and Operators

Financial and other difficulties at Five Star couldadversely affect us.

As of December 31, 2014, Five Star pays approxim&®gI$ % of our total annualized rental income apeérates approximately 51 .
9 % of our total assets, at cost (less impai r B)eRive Star has not been consistently profitablee it became a public company in 2001.
Also, while Five Star has access to a $25.0 millerolving line of credit that expires in March 2046d a $150.0 million revolving credit
facility maturing in April 2015, those financing féiies are not long term and Five Star may be Umab maintain those financing facilities in
the longer term on favorable terms. Five Star lmagdd resources and substantial lease obligatmos and others . Five Star's business is
subject to a number of risks, including the follogiin

Five Star has high operating leverage. A smallgreage decline in Five Star’s revenue or increasevie Star’'s expenses could
have a material negative impact on Five's operating result:

Medicare and Medicaid payments account for sonféwef Sta’s total revenues. A reduction in these paymens ratex failure
of these payment rates to match Five’s cost increases may materially and adverselytafige Star;

Current general economic conditions may adverdéégFive Stars operations. For example, tight credit market dors may
make it more expensive for Five Star to accessvilr&ing capital it requires for its operations. Sarly, recent or future housi
price declines may make it more difficult for pai@hresidents of our properties operated by Fiteg ® sell their homes,
causing these persons to defer relocating to Ri&essommunities and therefore reducing Five Staccupancies, revenues i
operating income

Five Star's growth strategy, including recent acijoiss, may not succeed and may result in reducefitg or recurring losses;
Increases in liability insurance costs have inghst negatively impacted Five Star's operatingltesund may adversely impact
its future results

Increases in labor costs could have a materiakeasky effect on Five Star;

Extensive regulation applicable to Five Star’s hass increases Five Star's costs and may redolses ; and

Material weaknesses in Five Star’s internal controls

If Five Star’s operations are unprofitable, FivarShay default in its rent obligations to us or waymealize reduced income from
our managed senior living communities. AdditionaifyFive Star were to fail to provide quality seres, our income from these properties
may be adversely affected. Further , if we were irequo replace Five Star as our tenant or manaigsrcould result in significant
disruptions at the affected properties and declimesir income and cash flows.
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Increases in labor costs at our managed senior liwj communities may have a material adverse effechaus.

Wages and employee benefits represent a signiffimiof our senior living operating expenses, inetdi by communities leased to
our TRSs. Five Star, our manager of these comnasnitiompetes with other operators of senior liviegmunities to attract and retain
qualified personnel responsible for the day to dgrations of each of these communities. The médoketualified nurses, therapists and other
healthcare professionals is highly competitiveid¥ic and geographic area shortages of nursesher ttained personnel may require Five
Star to increase the wages and benefits offeréd tamployees in order to attract and retain thgessonnel or to hire more expensive
temporary personnel. Also, Five Star may have topete with numerous other employers for lessereskiVorkers. As we lease additional
communities to our TRSs, our manager s of theseraamties, may be required to pay increased compiensar offer other incentives to
retain key personnel and other employees. Emplbgeefits costs, including employee health insuramzkeworkers’ compensation insurance
costs, have materially increased in recent yeathoAbh Five Star has determined its self insuraeserves with guidance from third party
professionals, its reserves may be inadequateednstrg employee health and workers’ compensat&urémce costs and increasing self
insurance reserves for labor related insurancemegrially and negatively affect our earnings atranaged senior living communities. We
cannot assure that labor costs at our managedrsmg communities will not increase or that angrease will be matched by corresponding
increases in rates charged to residents. Any sogmififailure by Five Star to control labor costémpass on any such increased labor costs to
residents through rate increases at our managéat $iging communities could have a material adeee$fect on our business, financial
condition and results of operations.

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

State regulations governing assisted living commesiypically require a written resident agreemeitih each resident. Most of
these regulations also require that each residard the right to terminate these assisted livisgdent agreements for any reason on
reasonable notice. Consistent with these regulstioost of the resident agreements at our leasghanaged senior living communities
allow residents to terminate their agreements od8@’ notice. Thus, our tenants and we and our neaeagay be unable to contract with
assisted living residents to stay for longer pesiofitime, unlike typical apartment leasing arrangats that involve lease agreements with
terms of up to a year or longer. If a large nundfeesidents elected to terminate their resideré@gents at or around the same time, our
revenues and earnings from our leased and manageat §ving communities could be materially andrextely affected. In addition, the
advanced ages of senior living residents at oweldand managed senior living communities makeeident turnover rate in these senior
living communities difficult to predict.

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

In some states, advocacy groups monitor the quaflicare at SNFs and assisted and independent lbd@mgnunities, and these
groups have brought litigation against operatos@mners. Also, in several instances, private litagaby SNF patients, assisted and
independent living community residents or their f&@s have succeeded in winning very large damage@s\for alleged neglect. The effect
of this litigation and potential litigation has lve materially increase the costs of monitoring eporting quality of care compliance
incurred by some of our tenants and managers. @$teo€ liability and medical malpractice insuramaes increased and may continue to
increase so long as the present litigation envirmrm many parts of the United States continuei ifay affect the ability of some of our
tenants and managers to obtain and maintain adetakbility and other insurance and manage théated risk exposures. In addition to
causing some of our tenants and managers to béeutoaflfill their insurance, indemnification amdher obligations to us under their leases
and management agreements and thereby potentgibsig us to those risks, these litigation riskg eosts could cause some of our tenants
and managers to become unable to pay rents digedogenerate and pay minimum and other returos.to

The failure of our tenants , our managers or us teomply with laws relating to the operation of our leaed and managed communities
may have a material adverse effect on the abilityf@ur tenants to pay us rent, the profitability of our managed senior living
communities and the values of our properties.
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We and our tenants and managers are subject moparcied by extensive, frequently changing fedstate and local laws and
regulations. Some of these laws and regulationsidtecistate and local licensure laws; laws proteatorgsumers against deceptive practices;
laws relating to the operation of our properties haa our tenants and managers conduct their opestsuch as health and safety, fire and
privacy laws; federal and state laws affecting comitresithat participate in Medicaid ; federal anatstlaws affecting SNF s, clinics and
other healthcare facilities that participate infbbedicare and Medicaid that mandate allowablescgstcing, reimbursement procedures and
limitations, quality of services and care, foodvémr and physical plants; resident rights laws (idoig abuse and neglect laws) and fraud
laws; anti kickback and physician referral laws; &i2A and similar state and local laws; and safety lagalth standards set by the
Occupational Safety and Health Administration. We aar tenants and managers expend significant reseto maintain compliance with
these laws and regulations, and responding to keyasions of noncompliance also results in theeexjiture of significant resources.

If we or our tenants or managers fail to comply veitty applicable legal requirements, or are unabtrite deficiencies, certain
sanctions may be imposed and, if imposed, may adiyeaffect our tenants’ ability to pay their rethte profitability of affected managed
senior living communities and the values of ourpgemties. Further, changes in the regulatory frantkwould have a material adverse effect
on the ability of our tenants to pay us rent, thefifability of our managed senior living commuesiand the values of our properties.

We and our tenants and managers are required tplgavith federal and state laws governing the pryyaecurity, use and
disclosure of individually identifiable informatipmcluding financial information and protected tleanformation. Under HIPAA, we and our
tenants and managers are required to comply wéthtPAA privacy rule, security standards, and stargléodelectronic healthcare
transactions. State laws also govern the privaggditidual health information, and these laws @mesome jurisdictions, more stringent than
HIPAA. Other federal and state laws govern the priv@fapdividually identifiable information.

If we or our tenants or managers fail to comply wiiplicable federal or state standards, we or thejddze subject to civil sanctions
and criminal penalties, which could materially adgersely affect our business, financial conditiod aesults of operations.

We may incur significant costs complying with the ADAand similar laws.

Under the ADA, places of public accommodation andéonimercial facilities must meet federal requiremealated to access and
use by disabled persons. We may be required to suth&tantial capital expenditures at our propetteomply with this law. In addition,
non-compliance could result in the imposition ofef or an award of damages to private litigants.

A number of additional federal, state, and localdamd regulations exist regarding access by didgi#esons. These regulations may
require modifications to our properties or may efffiature renovations. These expenditures may bav@dverse impact on overall returns on
our investments.

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

As of December 31, 2014, approximately 9 6 % of oOi Was generated from properties where a majorith@fOI is derived
from private resources, and the remaining 4 % ofN@I was generated from properties where a majofith@NOI was derived from
Medicare and Medicaid reimbursements. Operationsost Medicare and Medicaid dependent propertie®ntly produce sufficient cash
flow to pay our allocated rents or our minimum regj but operations at certain of these propediesot. Even at properties where less than a
majority of the NOI comes from Medicare or Medicaayments, a reduction in such payments can matedditersely affect profits of or
result in losses to our tenants or managers. Wetbackground of the current and projected fedrrdget deficit and other federal priorities
and continued challenging state fiscal conditidhste have been numerous recent legislative andategy actions or proposed actions with
respect to federal Medicare and state Medicaid ratel federal payments to states for Medicaid jprgr Examples of these, and other
information regarding such programs, are provideldw as well as under the caption “Business—GovermnfRegulation and
Reimbursement” above in Part 1, Item 1 of this AhiRegport on Form 10-K and under the caption “Managet’s Discussion and Analysis of
Financial Condition and Results of Operations—Intpdicovernment Reimbursement” below in Part llirité of this Annual Report on
Form 10-K. If and to the extent Medicare or Medicaites are reduced from current levels, or if iateeases are less than
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increases in operating costs, such changes couttdldheaterial adverse effect on the ability of mmants to pay rent to us, the profitability of
our managed senior living communities and the \sabfeour properties. In addition, the revenues webr our tenants receive from Medicare
and Medicaid may be subject to statutory and régnjahanges, retroactive rate adjustments, regasveprogram overpayments or set offs,
administrative rulings and policy interpretatioaad payment delays, any of which could have a natedverse effect on the ability of our
tenants to pay rent to us, the profitability of owginaged senior living communities, and the vabfesur properties.

Provisions of the ACA could adversely affect us or auenants and managers.

The ACA contains insurance changes, payment chamgilsealthcare delivery systems changes that héeeted, and will continue
to affect, us, our tenants and managers. Examplbese, and other information regarding such oy, are provided below as well as under
the caption “Business—Government Regulation and Beisement” above in Part 1, Iltem 1 of this Annugbé&teon Form 10-K and under
the caption “Management's Discussion and Analysiimdincial Condition and Results of Operations—Ingdovernment
Reimbursement” below in Part Il, Item 7 of this Amh&®eport on Form 10-K.

Provisions of the ACA include multiple reductionshe annual market basket updates for inflation iy result in SNF Medicare
payment rates being less than for the precedinglfissar. We are unable to predict how potential ivkre rate reductions under the ACA
will affect our tenants’ and our managers’ futureficial results of operations; however, the effezy fve adverse and material and hence
adverse and material to our future financial canditind results of operations.

The ACA also established an Independent Payment Agvidoard to submit legislative proposals to Congrasd take other actions
with a goal of reducing Medicare spending growth.eWhnd if such spending reductions take effecy, thay be adverse and material to our
tenants’ ability to pay rent to us, the profitatyilof our managed senior living communities anduhkles of our properties. The ACA includes
other changes that may affect us, our tenants anthanagers, such as enforcement reforms and Medical Medicaid program integrity
control initiatives, new compliance, ethics and lpubisclosure requirements, initiatives to encagréhe development of home and
community based long term care services ratheritistitutional services under Medicaid, value basethasing plans and a Medicare post
acute care pilot program to develop and evaluaténga bundled payment for services, including fitagpphysician and SNF services,
provided during an episode of care.

In June 2012, the U.S. Supreme Court upheld two mpagivisions of the ACA—the individual mandate, whiequires most
Americans to maintain health insurance or to pagreaafty, and the Medicaid expansion, which requstages to expand their Medicaid
programs by 2014 to cover all individuals underage of 65 with incomes not exceeding 133% of tder@ poverty level. In upholding the
Medicaid expansion, the Supreme Court held thablated the U.S. Constitution as drafted but reieedhe violation by modifying the
expansion to preclude the Secretary of HHS from wiifing existing federal Medicaid funds from statfest fail to comply with Medicaid
expansion, instead allowing the Secretary only toydew expansion funding. Under the ACA, the fedgoalernment will pay for 100% of a
state’s Medicaid expansion costs for the firstehyears (2014-2016) and gradually reduce its sylisi@0% for 2020 and future years. As of
January 27, 2015, 15 states had elected not taénosledicaid eligibility under the ACA, and seven amed undecided; those states that
ultimately choose not to participate in Medicaighamsion are forgoing the federal funds that woullknwise be available for that purpose.

In addition, on November 7, 2014, the Supreme Cagmted to hear a lawsuit challenging the legalitgrofRS regulation that allows
eligible individuals in all states to receive suhss for health insurance under the ACA, even irestitat have not established their own
health exchanges. Such subsidies have providegieitgible taxpayers with the ability to purchasenaintain health insurance. If the
Supreme Court upholds the challenge, many indivédwél be no longer be able to purchase or maintesalth insurance unless their states
establish their own health exchanges or Congresstadegislation to maintain the subsidies. Weuerable to predict the outcome of the
lawsuit, the responses of Congress or the affetételss or the impact of such matters on us or osetfof our tenants whose revenues could be
affected by such a ruling.

Changes to be implemented under the ACA resultirgdaced payments for services or the failure of igbe@, Medicaid or
insurance payment rates to cover increasing costisl @dversely and materially affect the ability
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of our tenants to pay rent to us, the profitabitifycertain of our managed senior living commusiti&d the values of our properties.

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

The U.S. economy has recently experienced a receanibthe recovery to date has been slow, unsteatiineomplete, which has
created volatile market conditions, resulted ireardase in availability of credit and led to theolvency, closure or acquisition of a number of
financial institutions. While the markets currerglyow signs of stabilizing and growth, it remainsleacwhen the economy will fully recover
to pre-recession levels. Continued economic weakingbg U.S. economy generally or a new recessiorlduiely adversely affect our
financial condition and that of our tenants and agans , and could impact the ability of our tenamtenew our leases or to pay rent to us and
our managers to pay our returns .

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

Because federal income tax laws restrict REITs hait subsidiaries from operating properties, we domanage our senior living
communities. Instead, we lease nearly all of ounmmainities to operating companies or to our subselighat qualify as TRSs under
applicable REIT tax laws. We have retained Five ftananage our senior living communities that aeséd to our subsidiaries. Our income
from our properties may be adversely affected iftenants or managers fail to provide quality ssrsiand amenities to residents or if they
fail to maintain quality services. While we monitmur tenants’ and managers’ performances, we hawedt recourse under our leases and
management agreements if we believe that the tenpantanagers are not performing adequately. Fallyreur tenants or managers to fully
perform the duties agreed to in our leases and gement agreements could adversely affect our segfittperations. In addition, our tenants
and managers operate, and in some cases own oinvagéed in, properties that compete with our priggg, which may result in conflicts of
interest. As a result, our tenants and managersihdte past made, and may in the future make st regarding competing properties that
may not be in our best interests.

Risks Related to Our Business
We may be unable to access the capital necessaryrépay our debts, invest in our properties or fundacquisitions.

To retain our status as a REIT, we are requiredisivibute at least 90% of our annual REIT taxabé®me (excluding capital gains)
and satisfy a number of organizational and opematicequirements to which REITs are subject. Aceaglyi, we generally will not be able to
retain sufficient cash from operations to repaytsievest in our properties or fund acquisitio@sr business and growth strategies depend,
in part, upon our ability to raise additional capit reasonable costs to repay our debts, inmextri properties and fund acquisitions. Because
of the volatility in the availability of capital tousinesses on a global basis and the increasatilityin most debt and equity markets
generally, our ability to raise reasonably pricagital is not guaranteed; we may be unable to resgonably priced capital because of
reasons related to our business , market perceptioour properties, the terms of our indebtediessr reasons beyond our control, such as
market conditions. If we are unable to raise reaslgnariced capital, our business and growth strategiay fail and we may be unable to
remain a REIT.

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

Interest rates have been at historically low lef@san extended period and it is unclear how lcatgs will remain low . Increasing
interest rates may adversely affect us, includmthe following ways:

« Amounts outstanding under our revolving credit factbear interest at variable interest rates. Winégrest rates increase, so
will our interest costs, which could adversely affeat cash flow, ability to pay principal and interea debt, cost of refinancing
debt when it becomes due and our ability to maksustain distributions to our shareholders. Adddibn if we choose to hedge
our interest rate risk, we cannot assure that tlgéevill be effective or that our hedging countetyavill meet its obligations t
us.
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« Anincrease in interest rates could decrease theianbayers may be willing to pay for our propertigereby reducing the
market value of our properties and limiting ourliépio sell properties or to obtain mortgage finany secured by our propertit
Further, increased interest rates may effectivetydase the cost of properties we acquire to thenexte utilize leverage for
those acquisitions and may result in a reductiopuinacquisitions to the extent we reduce the amwerffer to pay for
properties, due to the effect of increased intenass, to a price that sellers may not acc
« Interest rates may negatively impact the valueunfshares, which may increase our cost of capitaliding decreasing the
amount of equity and debt we may be able to raisegasing the extent of dilution from any equiffedng we may make or
increasing the costs to us for any such equityetit dffering.
Our properties and their operations are subject toextensive regulations.

Various governmental authorities mandate certairsighy characteristics of senior housing propertiéisics, other health care
communities and biotech laboratories. Changesas kEnd regulations relating to these matters mayire significant expenditures. Our
leases, other than our MOB leases, and our manag@mesements generally require our tenants or neaedg maintain our properties in
compliance with applicable laws and regulations, @adexpend resources to monitor their compliance. Meweur tenants or managers may
neglect maintenance of our properties if they suffencial distress. Under some of our leases, we lagreed to fund capital expenditures in
return for rent increases and minimum returns dugst with respect to our managed senior living comities increase by a defined
percentage of the capital expenditures we fundastetltommunities. Our available financial resouregbase of our tenants or managers may
be insufficient to fund the expenditures requiredperate our properties in accordance with appidalvs and regulations. If we fund these
expenditures, our tenants’ financial resources bainsufficient to satisfy their increased rent@yments to us or our managed senior living
communities may fail to generate profits sufficiemfund our minimum returns.

Licensing, Medicare and Medicaid laws also requairetenants who operate senior living communitiespitals, clinics and other
healthcare communities to comply with extensivedadatis governing their operations. In addition,aertaws prohibit fraud by senior living
operators, hospitals and other healthcare comnesniticluding civil and criminal laws that prohifatse claims in Medicare, Medicaid and
other programs and that regulate patient referalsecent years, the federal and state governniravis devoted increasing resources to

monitoring the quality of care at senior living comnities and to antifraud investigations in healthcare operations gaherThe ACA also
facilitates the Department of Justice’s ability noéstigate allegations of wrongdoing or fraud at SN#en violations of antifraud, false

claims, anti-kickback or physician referral laws are identifiéetjeral or state authorities may impose civil ntanedamages, treble damages,

repayment requirements and criminal sanctions. Heale communities may also be subject to licengecation or conditional licensure and
exclusion from Medicare and Medicaid participat@rconditional participation. When quality of cateficiencies or improper billing are
identified, various laws may authorize civil monesnplties or fines; the suspension, modificatiormesocation of a license or
Medicare/Medicaid participation; the suspensiodeamial of admissions of residents; the denial ghpents in full or in part; the
implementation of state oversight, temporary manag# or receivership; and the imposition of crinhipenalties. We, our tenants and
managers receive notices of potential sanctioms fime to time, and governmental authorities impgseh sanctions from time to time on our
communities which our tenants and managers opéfater tenants or managers are unable to cureidafiees which have been identified or
which are identified in the future, these sanctioray be imposed, and if imposed, may adversely effectenants’ ability to pay rents to us ,
our returns and our ability to identify substitté@ants or managers. Federal and state requirefieerisange in control of healthcare
communities, including, as applicable, approvalthefproposed operator for licensure, CON, and Meeliaad Medicaid participation, may
also limit or delay our ability to find substituienants or managers. If any of our tenants or mamdgecomes unable to operate our properties,
or if any of our tenants becomes unable to paseits or generate and pay our minimum returns becauinas violated government regulations
or payment laws, we may experience difficulty imdiing a substitute tenant or manager or sellingaffexcted property for a fair and
commercially reasonable price, and the value afféected property may decline materially.
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Various laws administered by the FDA and other agenegulate the operations of our tenants thatatgéiotech laboratories that
develop, manufacture, market or distribute pharmgécals or medical devices. Once a product is apmtpthe FDA maintains oversight of
the product and its developer and can withdrawpisroval, recall products or suspend their produagiimpose or seek to impose civil or
criminal penalties on the developer or take otlogioas for the developer’s failure to comply witlyuatory requirements, including
anti -fraud, false claims, antikickback or physician referral laws. Other concefffscéing our biotech laboratory tenants include plogential
for subsequent discovery of safety concerns aradeetllitigation, ensuring that the product quatdifier reimbursement under Medicare,
Medicaid or other federal or state programs, costrol initiatives of payment programs, the poteifior litigation over the validity or
infringement of intellectual property rights reldt® the product, the eventual expiration of refé\@atents and the need to raise additional
capital. The cost of compliance with these regafetiand the risks described in this paragraph, grotrers, could adversely affect the ability
of our biotech laboratory tenants to pay rent to us

We may be unable to grow our business by acquisitis and o ur acquisitions may not be successful.

An element of our business plan involves the actjoisdf additional properties. Our ability to comigeattractive acquisitions may
be subject to risks associated with:

« competition from other investors, including pubfittaded and private REITs, numerous financiaitutons, individuals and
public and private companie

« contingencies in our acquisition agreeme

« the availability of financing; and

« the terms of our indebtedness.

Additionally, we might encounter unanticipated diffites and expenditures relating to any acquiregperties. For example:

« newly acquired properties might require significar@nagement attention that would otherwise be dewotedr ongoing
business

« we might never realize the anticipated benefitsurfarquisitions

« notwithstanding pre acquisition due diligence, wendbbelieve that it is possible to fully understanproperty before it is
owned and operated for an extended period of ttmé,we could acquire a property that contains utatied defects in design
construction

« the market in which the acquired property is locatey experience unexpected changes that adverféety the property’s
value;

« the occupancy of properties that we acquire mayirteduring our ownership, and rents or returnsahatin effect or expected
at the time a property is acquired may declinedhfter;

« property operating costs for our acquired propsntiey be higher than anticipated and our acquireggsties may not yield
expected returns

« if we finance acquisitions using new debt or equsguances, such financing may result in sharehditigion; and

« we may acquire properties subject to liabilities athout any recourse, or with only limited recoyr® unknown liabilities
such as liabilities for cleanup of undisclosed emwvnental contamination, claims by tenants, vendorsther persons dealing
with the former owners of the properties and cldions
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indemnification by general partners, directorsiceffs and others indemnified by the former ownerhefproperties

For these reasons, among others, our businessopéamuire additional properties may not succeeday cause us to experience
losses.

Our previously announced purchase of 38 senior limg communities for approximately $790 million and he financing of that purchase
may not be completed.

As discussed elsewhere in this Annual Report on F&rK] we have agreed to purchase 38 senior living conitiesrin 12 states
for approximately $790 million and currently exp&ztlose that purchase during the second quar@01b.

The purchase agreement contains closing conditivhile we expect those closing conditions to besfiatl in a timely manner,
some are beyond our control, and the failure of¢hmonditions to be satisfied for any reason mayegmt, delay or otherwise negatively affect

closing of this acquisition. In addition, the terofghe purchase agreement described in this AriRepbrt on Form 186K may be changed or
the agreement may be terminated by agreement gfatiies.

In certain circumstances, our failure to complétepurchase of the 38 senior living communitiegluding by reason of our inability
to finance the acquisition, will result in our feiture of a $35 million deposit. The unavailabili/financing for the purchase of the 38 senior
living communities to us on favorable terms or dejay in completing this purchase could preverftars realizing the overall benefits that
we expect from the purchase.

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

We face significant competition for acquisition opfunities from other investors, including publi¢ctpded and private REITS,
numerous financial institutions, individuals andlficiand private companies. Because of competitimnmay be unable to, or may pay a
significantly increased purchase price to, acqaidesired property. Some of our competitors may ligeater financial and other resources
than we have.

In addition, our leased properties, particularly MOBSs, face competition for tenants. Some compapirmperties may be newer,
better located or more attractive to tenants. Cdimg@roperties may have lower rates of occupahay bur properties, which may result in
competing owners offering available space at lowats than we offer at our properties. This competithay affect our ability to attract and
retain tenants and may reduce the rents we ardmblerge.

Furthermore, the manager s of our man aged sewiiog communities compete with numerous other corgsatiat provide senior
living services, including home healthcare compsuaied other real estate based service provideitsoddh some states require CONs to
develop new SNFs and assisted living communitiesethre fewer barriers to competition for home healte or for independent and assisted
living services. We cannot assure that our manag#rbe able to attract a sufficient number of tesits to our managed senior living
communities at rates that would generate acceptaehlens or that they will be able to attract empks/and keep wages and other employee
benefits, insurance costs and other operating esgseat levels which will allow our managed seniontivcommunities to compete
successfully or to operate profitably.

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

Our business is highly competitive and we expedtitraay become more competitive in the future. ¥depete with a number of
publicly traded and private REITs, numerous finahiistitutions, individuals and public and privatmpanies who are actively engaged in
our business, some of which are larger and havererloost of capital than we do. In the past, perafdsconomic recession in the economy
generally have sometimes caused some investooets bn healthcare and healthcare real estatetingets because some investors believe
these types of investments may be less affectegbbgral economic circumstances than most othesiments. Further, in light of the
currently
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low historical market interest rates and increasedrage utilized by financial and other buyerschase prices for properties have
experienced increases resulting in lower ratestafme. These developments could result in increasetpetition for investments, fewer
investment opportunities available to us and lovpeeads over the cost of our capital, all of whichulddimit our ability to grow our business
and improve our financial results.

Competition from new communities may adversely affecsome of our communities.

Until recently, a large number of new assisted liyingperties were being developed. In most statesetheoperties are subject to
less stringent regulations than nursing homes andperate with comparatively fewer personnel ardw@iparatively lower costs. As a result
of offering newer accommodations at equal or loegsts, these assisted living properties and o#@psliving alternatives, including home
healthcare, often attract persons who would haveéiqusly become nursing home residents. Many oféls&lents attracted to new assisted
living properties were the most profitable nurshame patients, since they paid higher rates thadiddel or Medicare would pay and they
required less amounts of care. Historically, statplirements of obtaining CONs to develop new prigettave somewhat protected nursing
homes from competition; however, many states aneiditing or reducing these barriers. Also, therefaneregulatory barriers to competition
for home healthcare or for independent and assiisted services. These competitive factors haveseal some nursing homes which we own
to decline in value. This decline may continue ssisded living communities or other elderly cateralatives, such as home healthcare,
expand their businesses. Each of our tenants odenior living communities faces similar risks. $aeompetition risks may prevent our
tenants and managers from maintaining or improeicupancy at our properties, which may increaseiskeof default under our leases and
adversely affect the profitability of our managedisr living communities.

When we renew leases or lease to new tenants of ouOfs our rents may decline and our expenses may irease and changes in
tenants’ requirements for leased MOB space may adwgely affect us.

When we renew leases or lease to new tenants of oursM@Bnay receive less rent than we currently rededve existing tenants
at our MOBs. Market conditions may require us todowur rents to retain tenants at our MOBs. Wheneaed to new tenants or renew
leases for our MOBs we may have to spend substamtialints for leasing commissions, tenant improvesn@nother tenant inducements.
Many of our leases for our MOBs are specially slittethe particular business of our tenants. Bex#husse properties have been designed or
physically modified for a particular tenant, if therrent lease is terminated or not renewed, we reagduired to renovate the property at
substantial costs, decrease the rent we chargewidprother concessions in order to lease the pippeanother tenant. MOB tenants have
been generally increasingly seeking to increasie space utilization under their leases, includiaducing the amount of square footage per
employee at leased properties, which may reducdehmand for leased space. If a significant numbeuoh events occur, our income and
cash flow may materially decline and our abilityni@ke regular distributions to our shareholders b®jeopardized.

We may be unable to lease our properties when ouedses expire.

Although we typically will seek to renew our leaseshwaurrent tenants when these leases expire, we tassare that we will be
successful in doing so. If our tenants do not retiesir leases, we may be unable to locate new tetamaintain or increase the historical
occupancy rates of, or rents from, our properties.

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

Ownership of real estate is subject to risks asstiatth environmental hazards. We may be liableeforironmental hazards at, or
migrating from, our properties, including thoseatesl by prior owners or occupants, existing tenantaanagers , abutters or other persons.
Various federal and state laws impose liabilitiesrupmoperty owners, such as us, for any environnhelat@ages arising at, or migrating
from, properties they own, and we cannot assureabatill not be held liable for environmental invigsttion and clean up at, or near, our
properties, including at sites we own and lease tdemants or managers . As an owner or previous oafroperties which contain
environmental hazards, we also may be liable todaayages to governmental agencies or third padiesosts and damages they incur
arising from environmental hazards at, or migrafiiogn, our properties. Moreover, the costs and dgsavhich may arise from
environmental hazards are often difficult to proj@ed may be substantial.
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We believe any asbestos in our buildings is corthin accordance with current regulations, and we Im@ current plans to remove
it. If we removed the asbestos or demolished thesgerties, certain environmental regulations gotke manner in which the asbestos must
be handled and removed, and we could incur sulistaosts complying with such regulations.

There have recently been severe weather activitidgferent parts of the country that some obserbalieve evidence global climate
change. Such severe weather that may result franatdi change may have an adverse effect on indivitaperties we own. Further, the
current political debate about climate change kaslted in various treaties, laws and regulationighvarre intended to limit carbon emissions.
We believe these laws being enacted or proposeccegse energy costs at our properties to increases kEnacted to mitigate climate change
may make some of our buildings obsolete or caude oske material investments in our propertiescWitiould materially and adversely
affect our financial condition and results of ofiEnas. For more information regarding climate chengatters and their possible adverse
impact on us, please see “Management’s Discussidriaalysis of Financial Condition and Results gfe@ations—Impact of Climate
Change.”

Real estate ownership creates risks and liabilities.

In addition to the risks related to environment@tdrds and climate change, our business is subjether risks associated with real
estate ownership, including:

« theilliquid nature of real estate markets, whichits our ability to sell our assets rapidly toperd to changing mark
conditions;
« the subjectivity of real estate valuations and gearin such valuations over time;
« property and casualty losst
« costs that may be incurred relating to propertymesiance and repair, and the need to make expesslifue to changes in
governmental regulations, including the AC
« legislative and regulatory developments that mayupat the federal, state and local levels thateldirect or indirect impact c
the ownership, leasing and operation of our proggrinc
« litigation incidental to our business.
We have a substantial amount of indebtedness andhair obligations, which could adversely affect ourihancial condition, and we may
incur additional debt.

As of December 31, 2014, we had $2.8 billion in delistanding, which was 48.7% of our total book cajziion. Together, these
obligations are substantial, could have importamtsequences to holders of our common shares ardi leait our ability to obtain financing
for working capital, capital expenditures, acqingis, refinancing, lease obligations or other pagso They may also increase our
vulnerability to adverse economic, market and imgusonditions, limit our flexibility in planningdr, or reacting to, changes in our business
operations or to our industry overall, and placats disadvantage in relation to competitors ltaae lower debt levels. In addition, amounts
outstanding under our revolving credit facility eedm loan bear interest at variable interest ratdsen interest rates increase, so will our
interest costs, which could adversely affect oshdéow, our ability to pay principal and interest our debt and our cost of refinancing our
debt when it becomes due. For further informategarding our exposure to risks associated wittketathanges in interest rates, please see
elsewhere in this Annual Report on Form 10-K, inclgdimder the caption “Quantitative and Qualitativeclisures About Market Risk.”
Additionally, if we choose to hedge our interest rigk, we cannot assure that the hedge will be effecr that our hedging counterparty will
meet its obligations to us. Any or all of the abewents and factors could have an adverse effegtipresults of operations and financial
condition.
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If we default under a loan (including any defaultovenants contained in our existing revolving @ritility, term loan and six
outstanding issuances of unsecured senior notesnay be in default under any other loan that hassedefault provisions, further
borrowings under our existing revolving credit fagibr term loan may be prohibited, outstandingelbgtdness under our existing revolving
credit facility, term loan, unsecured senior natesuch other loans may be accelerated, and we beuldrced to liquidate our assets for less
than the values we would receive in a more ordarbgess.

Our revolving credit facility agreement, term loanagreement and the indenture governing our senior wecured notes and its
supplements contain terms limiting our ability to ncur additional debt. These terms, or our failureor inability to meet them, could
adversely affect our business and may prevent usdm making distributions to our shareholders.

Our revolving credit facility agreement includesiwvas conditions to our borrowing and our revolvimgdit facility and term loan
agreements include various financial and other eamts, including covenants requiring us to maint&iriain minimum debt service coverage
and leverage ratios, and events of default. Tisecured notes indenture and its supplements alsoses customary restrictions on us,
including requiring us to comply with certain débtasset ratios and debt service coverage ratiws iffant to incur additional debt and
requiring us to maintain at least a specified refitotal unencumbered assets to debt. We mapeable to satisfy all of these conditions or
may default on some of these covenants for varieasons, including matters which are beyond outrobrFurther, maintaining compliance
with these covenants may limit our ability to purse¢ions that may otherwise be beneficial to us@urdshareholders.

If we are unable to borrow under our revolving créaliflity, we may be unable to meet our businesgalibns or to grow by buying
additional properties, or we may be required tbs®he of our properties. If we default under owoteing credit facility or term loan
agreements, our lenders may demand immediate paymndrour lenders under our revolving credit fagifhay elect not to make further
borrowings available to us. Additionally, during tentinuance of any event of default under eitheeament, we will be limited or in some
cases prohibited from making distributions on dwares. Any default under our revolving credit fagitr term loan agreements that resulted
in our obligations to repay outstanding indebtedri®sng accelerated or in our no longer being p&ethto borrow under our credit facility
would likely have serious and adverse consequenaoas and would likely cause the market price ofshares to materially decline.

In the future, we may obtain additional debt finag¢ and the covenants and conditions which applny such additional
indebtedness may be more restrictive than the @nterand conditions contained in our revolving itriegtility and term loan agreements and
the indenture governing our unsecured senior rantdsts supplements. Defaults under our future debld likely have the same
consequences as described above.

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

We, our tenants and our managers rely on informatohnology networks and systems, including therivt, to process, transmit
and store electronic information and to manageuppert a variety of our business processes, ine@uinancial transactions and maintenance
of records, which may include personal identifyinfprmation of tenants, residents and lease dataoWeenants and our managers rely on
commercially available systems, software, tools rmoditoring to provide security for processing, sanitting and storing this confidential
information, such as individually identifiable imfoation relating to financial accounts. Although war tenants and our managers have taken
steps to protect the security of the data maintaineur information systems, it is possible that security measures will not be able to
prevent the systems’ improper functioning, or t@iioper disclosure of personally identifiable imi@tion such as in the event of cyber
attacks. Security breaches, including physicallecteonic break ins, computer viruses, attacksdmgkers and similar breaches, can create
system disruptions, shutdowns or unauthorized discof confidential information. Any failure to mé&in proper function, security and
availability of these information systems couldeimtipt our or their operations, damage our or tregiutation, subject us or them to liability
claims or regulatory penalties and could materiaitg adversely affect us or them.
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Insurance on our properties may not adequately covall losses and uninsured losses could materialgnd adversely affect us.

Generally, we or our tenants are responsible foctisés of insurance coverage for our propertiedudhieg for casualty, including
fire and extended coverage, and liability. Either purchase the insurance ourselves and, except icese of our managed senior living
communities, our tenants are required to reimbusser the tenants buy the insurance directly aadexqjuired to list us as an insured party.
Under certain circumstances insurance proceeds otdyeradequate to restore our economic position regpect to an affected property and
we could be materially and adversely affected. Furttore, we do not have any insurance designatiémitaany losses that we may incur as a
result of known or unknown environmental conditiovtsch are not caused by an insured event, suctoasxémple, fire or flood.

Our business could be adversely impacted if therer@ deficiencies in our disclosure controls and pradures or internal control over
financial reporting.

The design and effectiveness of our disclosurerotsand procedures and internal control over fifeireporting may not prevent
all errors, misstatements or misrepresentationslemianagement will continue to review the effeatiess of our disclosure controls and
procedures and internal control over financial répg, there can be no guarantee that our interoiairol over financial reporting will be
effective in accomplishing all control objectivdkat the time. Deficiencies, including any matenetakness, in our internal control over
financial reporting could result in misstatemerftsar results of operations, restatements of aarfcial statements or could otherwise
materially adversely affect our business, reputatiesults of operations, financial condition guidity.

Changes in lease accounting standards may materialgnd adversely affect us.

The Financial Accounting Standards Board has prgbescounting rules that would require companiespitalize all leases on
their balance sheets by recognizing a lessee’ssrigid obligations. If the proposal is adoptedsrcurrent form, many companies that account
for certain leases on an “off balance sheet” basisld be required to account for such leases “oariz@ sheet.” This change would remove
many of the differences in the way companies accfmrrowned property and leased property, and chaldce a material effect on various
aspects of our tenants’ businesses, including theiit quality and the factors they consider inidiag whether to own or lease properties. If
the proposal is adopted, it could cause compah@dease properties to prefer shorter lease témas) effort to reduce the leasing liability
required to be recorded on their balance sheetspidposal could also make lease renewal optiossatésictive, as, under certain
circumstances, the rule would require a tenantsarae that a renewal right will be exercised andwecerliability relating to the longer lease
term.

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

We have no employees. Personnel and services thegquire are provided to us by RMR pursuant tocomtracts with RMR. Our
ability to achieve our business objectives dep@mBMR and its ability to manage our propertieseniify and complete our acquisitions and
dispositions and to execute our financing stratégyordingly, our business is dependent upon RMB&Sriess contacts, its ability to
successfully hire, train, supervise and manageeitsonnel and its ability to maintain its operatiygtems. If we lose the services provided by
RMR or its key personnel, our business and growdisgects may decline. We may be unable to duplitatguality and depth of
management available to us by becoming internalinaged or by hiring another manager. Also, in theneRMR is unwilling or unable to
continue to provide management services to uscastrof obtaining substitute services may be grehtmn the fees we pay RMR under our
management agreements, and as a result our expaagescrease.

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

RMR is authorized to follow broad operating and stweent guidelines and, therefore, has discretiatetermining the types of
properties that will be appropriate investmentsu®ras well as our individual operating and
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investment decisions. Our Board of Trustees peréi§iceviews our operating and investment guidelizied our operating activities and
investments but it does not review or approve eaclistbn made by RMR on our behalf. In additioncamducting periodic reviews, our
Board of Trustees relies primarily on informatiaoyded to it by RMR. RMR is owned by our Managifigistees, Barry Portnoy and Adam
Portnoy.

In addition to managing us, RMR manages GOV, a plyitiaded REIT that owns properties that are majdeéased to government
tenants, HPT, a publicly traded REIT that owns Iscaad travel centers, and SIR, a publicly trad&dTRhat primarily owns and invests in
net leased, single tenant properties. RMR alsoiges\services to other publicly and privately ownethpanies, including Five Star, our
largest tenant and a manager of our managed damngy communities, TA, which operates and franchit@avel centers and convenience
stores, and Sonesta, which operates, manages actlif@s hotels, resorts and cruise ships. Thestpteulesponsibilities to public
companies and other businesses could create cdimpétir the time and efforts of RMR and MessrstriBand Adam Portnoy. Also, RMR's
multiple responsibilities to us and to other comparto which it provides management services magterpotential conflicts of interest, or the
appearance of such conflicts of interest.

Our management agreements were negotiated betwlatdrparties, and the terms, including the fegsiple to RMR, may not be
as favorable to us as they would have been if therng negotiated between unrelated parties. Our psopemagement fees are calculated
based on rents we receive and construction supemiees for construction at our properties overseghmanaged by RMR, and our base
business management fee is calculated based updovikr of the historical costs of our real estateestments and our market capitalization.
These fee arrangements could incentivize RMR tsymiacquisitions, capital transactions, tenancidscanstruction projects or to avoid
disposing our assets in order to increase or maiitamanagement fees. Our Independent Trustessew our acquisition and disposition
program and capital transactions and regularlyes@\wur properties’ results, rents, leasing actisjtludgets and construction activities as well
as market trends. If we do not effectively manageinvestment, disposition, and capital transactiand leasing, construction and other
property management activities, we may pay increasmtagement fees without proportional benefits tosbareholders.

In our management agreements with RMR, we also acletlgelthat RMR may engage in other activities omasses and act as the
manager to any other person or entity (includifgeoREITS) even though such person or entity heesstment policies and objectives similar
to our policies and objectives and we are notledtito preferential treatment in receiving inforinaf recommendations and other services
from RMR. Accordingly, we may lose investment ogpaities to, and may compete for tenants with, othsinesses managed by RMR.

Barry Portnoy is Chairman and an employee of RM#l, Adam Portnoy is President, Chief Executive Offimed a director of RMR.
Most of the members of our Board of Trustees, idicig most of our Independent Trustees, are mendierse or more boards of trustees or
directors of other public companies to which RMRvides management services. All of our executiveef§ are also executive officers of
RMR, and David J. Hegarty, our President and Chiedr@ing Officer, is also a director of RMR. The fgoing individuals may hold equity
in or positions with other public companies to whRIMR provides management services and such equitgiship or positions could create,
or appear to create, conflicts of interest with ee$po matters involving us, RMR and its relatedipa.

Our management arrangements with RMR may discourageuwr change of control.

A default under our revolving credit facility andneloan agreements would occur if RMR ceases tasour business manager and
property manager, unless waived by our lendersitglat least two-thirds of the aggregate creditosxpe under the applicable agreement.
RMR is able to terminate its management agreenveittisus upon 120 days’ written notice. If we terati® or elect not to renew our business
management agreement other than for cause, orténvenate or elect not to renew our property maneaage agreement other than for cause,
we are obligated to pay RMR termination fee s . idéy be unable to duplicate, without considerablé¢ iooseases, the quality and depth of
management available to us by contracting with RifAlRe become internally managed or if we contrachwaither parties for management
services. For these reasons, our management agresewith RMR may discourage a change of controlspfincluding a change of control
which might result in payment of a premium for oanenon shares.
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The potential for conflicts of interest as a resulbf our management structure may provoke dissidenghareholder activities that result
in significant costs.

In the past, in particular following periods of vitlity in the overall market or declines in the rker price of a company's securities,
shareholder litigation, dissident shareholder gestominations and dissident shareholder propbsais often been instituted against
companies alleging conflicts of interest in busindsalings with affiliated and related persons emtities. Our relationships with RMR, Five
Star, SIR, Affiliates Insurance Company, or AIC, ttker businesses and entities to which RMR prouwidasagement services, Barry
Portnoy, Adam Portnoy and other related partiesMRRnay precipitate such activities. These actigiti€ instituted against us, could result in
substantial costs and a diversion of our managesnatténtion even if the action is unfounded.

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

Five Star was originally organized as our subsjdig/e distributed substantially all our Five Starmership to our shareholders on
December 31, 2001. One of our Managing TrusteesBhtry Portnoy, serves as a managing director of Star, and Five Star's other
managing director, Mr. Gerard Martin, is a direa#dRMR. RMR provides management services to bethnd Five Star. As of December 31,
2014, our leases with Five Star accounted for 3%8%ur annual rents. As of December 31, 2014, Fiee &0 managed 4 6 of our senior
living communities. In the future, we expect to dii@ional business with Five Star. We believe thataurrent leases, management contracts
and other business dealings with Five Star wereredton commercially reasonable terms and thahistorical, continuing and increasing
business dealings with Five Star have been benkficigs. Our transactions with Five Star have begmayed by our Independent Trustees;
however, because of the historical and continuifegicmnships which we have with Five Star, each ofhistorical, continuing and expanding
business dealings may not be on the same or amfglederms as we might achieve with a third partyphwihom we do not have such
relationships.

We may experience losses from our business dealingih AIC.

We have invested approximately $6.0 million in Al@& have purchased a substantial portion of ourgstgpnsurance in a program
designed and reinsured in part by AIC, and we perédlg consider the possibilities for expanding oelationship with AIC to other types of
insurance. We, RMR and five other companies to wRMR provides management services each own 14.384fand we and those other
AIC shareholders participate in a combined insurgmogram designed and reinsured in part by AIC. @incipal reason for investing in
AIC and for purchasing insurance in these programs seek to improve our financial results by abitej improved insurance coverages at
lower costs than may be otherwise available to us/grarticipating in any profits which we may realaean owner of AIC. While we believe
we have in the past benefitted from these arrangesmiirese beneficial financial results may not oécthe future, and we may need to
invest additional capital in order to continue togue these results. AIC's business involves ths tigical of an insurance business,
including the risk that it may not operate profljalAccordingly, financial benefits from our bussgedealings with AIC may not be achieved
in the future, and we may experience losses frasdfiealings.

Risks Related to Our Organization and Structure

Ownership limitations and certain provisions in ourdeclaration of trust, bylaws and contracts, as wels certain provisions of
Maryland law, may deter, delay or prevent a changeni our control or unsolicited acquisition proposals.

Our declaration of trust prohibits any shareholdeeothan RMR and its affiliates (as defined undaryland law), and certain
persons who have been exempted by our Board oféésisfrom owning (directly and by attribution) meénan 9.8% of the number or value
of shares of any class or series of our outstanstirages of beneficial interest, including our commsbares. This provision of our declaration
of trust is intended to assist with our REIT coraptie under the IRC and otherwise to promote ourrlgrdevernance. However, this
provision also inhibits acquisitions of a signifitatake in us and may deter, delay or preventaghin control of us or unsolicited
acquisition proposals that a
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shareholder may consider favorable. Additionallpvisions contained in our declaration of trust Bgthws or under Maryland law may have
a similar impact, including, for example, provissorelating to:

« the current division of our Trustees into threessés, with terms expiring in 2015, 2016 and 201 7¢ckwhould delay a change of
control of us (although pursuant to the amendmeput declaration of trust approved at our 2014uahmeeting of
shareholders, our Trustees will be elected annb@ginning at our 2015 annual meeting of sharelslde their current terms
expire, with all of our Trustees elected annuallpat annuameeting of shareholders in 20and thereafter

« the authority of our Board of Trustees to makeasielections under Maryland’s Unsolicited Takeovetrand other provisions
of Maryland law which may delay or otherwise prevenhange of control of u:

« shareholder voting rights and standards for thetiele of Trustees and other provisions which reqlarger majorities for
approval of actions which are not approved by owstes than for actions which are approved by oustées

« the authority of our Board of Trustees, and notshareholders, to adopt, amend or repeal our bydango fill vacancies on ol
Board of Trustees

« the fact that only our Board of Trustees may dadireholder meetings and that shareholders arentided to act without a
meeting;

« required qualifications for an individual to sea®a Trustee and a requirement that certain of nugtees be "Managing
Trustees" and other Trustees be "Independent Esistas defined in our governing docume

« limitations on the ability of our shareholders topose nominees for election as Trustees and peogtber business to be
considered at a meeting of our shareholc

« limitations on the ability of our shareholders éomove our Trustees; and

« the authority of our Board of Trustees to creats isaue new classes or series of shares (inclutliags with voting rights and
other rights and privileges that may deter a chamgentrol) and issue additional common she

In addition, our shareholders agreement with resjpeatC provides that AIC and the other shareholaéralC may have rights to

acquire our interests in AIC in the event that aryaoquires more than 9.8% of our shares or we exqparisome other change in control.

Our ownership interest in AIC may prevent shareholdes from accumulating large share ownership, from nonmating or serving as
Trustees, or from taking actions to otherwise contrbour business.

As an owner of AIC, we are licensed and approved assamance holding company; and any shareholderamits or controls 10%
or more of our securities or anyone who wishes ticisproxies for election of, or to serve as, ofi@ar Trustees or for another proposal of
business not approved by our Board of Trusteesheagquired to receive pre-clearance from the aoeckinsurance regulators. These pre-
approval procedures may discourage or prevent iakefom purchasing our securities, from nomingfersons to serve as our Trustees or
from taking other actions.

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

Our declaration of trust limits the liability of olirustees and officers to us and our shareholdenmdney damages to the maximum
extent permitted under Maryland law. Under curreairffand law, our Trustees and officers will not hawg liability to us and our
shareholders for money damages other than liab@gwlting from:

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

51



Table of Content

« active and deliberate dishonesty by the Trustesfmer that was established by a final judgmenbeisig material to the cause

action adjudicatec

Our declaration of trust and indemnification agrertseequire us to indemnify any present or formeastee or officer, to the
maximum extent permitted by Maryland law, who is mad threatened to be made a party to a procedgingason of his or her service in
that capacity. However, except with respect to proeess to enforce rights to indemnification, we vifitlemnify any person referenced in the
previous sentence in connection with a proceediitgied by such person against us only if sucle@eding is authorized by our declaration
of trust or bylaws or by our Board of Trustees arsholders. In addition, we may be obligated toqraeimburse the expenses incurred by
our present and former Trustees and officers withegiring a preliminary determination of theirimate entitlement to indemnification. As
a result, we and our shareholders may have mortetinmights against our present and former Trusiedsofficers than might otherwise exist
absent the provisions in our declaration of trust Emdemnification agreements or that might exishwther companies, which could limit
your recourse in the event of actions not in yastlinterest.

Disputes with Five Star or RMR and shareholder litigaton against us or our Trustees and officers may beesferred to binding
arbitration proceedings.

Our contracts with Five Star and RMR provide that dispute arising under those contracts may berefeo binding arbitration
proceedings. Similarly, our bylaws provide thai@ts by our shareholders against us or againstaustees and officers, including derivative
and class actions, may be referred to binding ratiin proceedings. As a result, we and our sharem®ldould not be able to pursue litigation
for these disputes in courts against Five Star, RivMiBur Trustees and officers if the disputes weferred to arbitration. In addition, the
ability to collect attorneys' fees or other damamey be limited in the arbitration proceedings, whicay discourage attorneys from agreeing
to represent parties wishing to commence such @epring.

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

Our Board of Trustees determines our operationmaniting and investment policies and may amendwisg®ur policies, including
our policies with respect to our intention to gfiafor taxation as a REIT, acquisitions, disposiSpgrowth, operations, indebtedness,
capitalization and distributions, or approve tramises that deviate from these policies, withoub#e\wof, or notice to, our shareholders. Policy
changes could adversely affect the market vallmiotommon shares and our ability to make distiiimstto our shareholders. Further, our
organizational documents do not limit the amounpencentage of indebtedness, funded or otherwiaewth may incur. Our Board of
Trustees may alter or eliminate our current potinyborrowing at any time without shareholder appkd¥#his policy changed, we could
become more highly leveraged, which could resudtririncrease in our debt service costs. Higher sgeenlso increases the risk of default on
our obligations. In addition, a change in our irtweant policies, including the manner in which we edlt® our resources across our portfolio
or the types of assets in which we seek to inveay, imcrease our exposure to interest rate riskestate market fluctuations and liquidity
risk.

Risks Related to Our Taxation
The loss of our tax status as a REIT for U.S. federahcome tax purposes could have significant adversmnsequences.

As a REIT, we generally do not pay federal and steteme taxes. However, actual qualification as a Rilider the IRC depends on
satisfying complex statutory requirements, for whtieére are only limited judicial and administratiméerpretations. We believe that we have
been organized and have operated, and will contmbe organized and to operate, in a manner thaifigd and will continue to qualify us to
be taxed under the IRC as a REIT. However, we cammaertain that, upon review or audit, the IRS agiiee with this conclusion.
Furthermore, there is no guarantee that the federsrnment will not someday eliminate REITs or adely modify their taxation under the
IRC.
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Maintaining our status as a REIT will require usémtinue to satisfy certain tests concerning, anathgr things, the nature of our
assets, the sources of our income and the amourdsstbute to our shareholders. In order to meesé requirements, it may be necessary
for us to sell or forgo attractive investments.

If we cease to be a REIT, then our ability to raiapital might be adversely affected, we will be iedch under our revolving credit
facility and term loan agreements, we may be stibgematerial amounts of federal and state inccemes and the value of our shares likely
would decline. In addition, if we lose or revoke tax status as a REIT for a taxable year, we will gahebe prevented from requalifying as
a REIT for the next four taxable years.

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

Dividends payable by U.S. corporations to noncorgoshareholders, such as individuals, trusts atadess are generally eligible for
reduced tax rates. Distributions paid by REITs, havegenerally are not eligible for these reduceestaThe more favorable rates for
corporate dividends may cause investors to perdbatean investment in a REIT is less attractianthn investment in a non-REIT entity that
pays dividends, thereby reducing the demand an#lehprice of our shares.

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

We generally must distribute annually at least 3ff%ur taxable income, subject to certain adjustsiand excluding any net capital
gain, in order for federal corporate income taxtoapply to earnings that we distribute. To theeekthat we satisfy this distribution
requirement, but distribute less than 100% of axable income, we will be subject to federal corpomtome tax on our undistributed
taxable income. We intend to make distributionsuoshareholders to comply with the REIT requiretaerf the IRC. In addition, we will be
subject to a 4% nondeductible excise tax if the@amount that we pay out to our shareholderscaendar year is less than a minimum
amount specified under federal tax laws.

From time to time, we may generate taxable incomsatgr than our income for financial reporting pwg®prepared in accordance
with U.S. generally accepted accounting principles;AAP, or differences in timing between the recogmitof taxable income and the
actual receipt of cash may occur. If we do not hather funds available in these situations we cbeldequired to borrow funds on
unfavorable terms, sell investments at disadvaotagerices or distribute amounts that would othexwis invested in future acquisitions to
make distributions sufficient to enable us to payenough of our taxable income to satisfy the Réiribution requirement and to avoid
corporate income tax and the 4% excise tax in ficpdar year. These alternatives could increasecosts or reduce our shareholders’ equity.
Thus, compliance with the REIT requirements mayléirour ability to grow, which could adversely afféte value of our shares.

Even if we qualify and remain qualified as a REIT, wemay face other tax liabilities that reduce our cas flow.

Even if we qualify and remain qualified for taxatiag a REIT, we may be subject to federal, statdaoad taxes on our income and
assets, including taxes on any undistributed inc@xeise taxes, state or local income, propertytearisfer taxes, such as mortgage recording
taxes, and other taxes. See “Business—United Sta@sral Income Tax Considerations—Taxation as @ RE addition, in order to meet
the REIT qualification requirements, prevent theognition of certain types of non-cash income,varathe imposition of a 100% tax that
applies to certain gains derived by a REIT fromlelearoperty or inventory, we may hold some of osseds and operations through our TRSs
or other subsidiary corporations that will be sabje corporate level income tax at regular rafes/ of these taxes would decrease cash
available for distribution to our shareholders.

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

We lease certain of our properties to our TRSsyansto arrangements that, under the IRC, aredetdio qualify the rents we

receive from our TRSs as income that satisfiesRBE gross income tests. We also intend that @unsiactions with our TRSs be conducted
on arm’s length bases so that we and our TRSs wilbesubject to penalty
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taxes under the IRC applicable to mispriced trasas. While relief provisions can sometimes excB&4T gross income testing failures, in
such cases significant penalty taxes can be imposed

For our TRS arrangements to comply as intended tweéhREIT qualification and taxation rules under RE, a number of
requirements must be satisfied, including:

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

« the leases to our TRSs must be respected as &sesléor federal income tax purposes and not ggsearontracts, partnerships,
joint ventures, financings, or other types of agements

« the leased properties must constitute qualifiedtheare properties (including necessary or incideproperty) under the IRC;

« the leased properties must be managed and opemateehalf of the TRSs by independent contractors avhdess than 35%
affiliated with us and who are actively engaged @vrenaffiliates so engaged) in the trade or businéssanaging and operating
qualified health care properties for persons utedl#o us; an

« the rental and other terms of the leases mustrbts éngth.

There can be no assurance that the IRS or a cduegsee with our assessment that our TRS arrangeneemply as intended with

applicable REIT qualification and taxation ruldsairangements involving our TRSs fail to complyirgended, we may fail to qualify as a
REIT or be subject to significant penalty taxes.

Risks Related to Our Securities

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

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

« our ability to make distributions will be adverselffected if any of the risks described herein, thieo significant events, occur;

« our making of distributions is subject to compliamwith restrictions contained in our credit agreenzenl unsecured not
indenture and its supplements, and may be sulgeestrictions in future debt we may incur; ¢

« any distributions will be made in the discretioroaf Board of Trustees and will depend upon variaasofrs that our Board of
Trustees deems relevant, including our resultpefations, our financial condition, debt and equépital available to us, our
expectation of our future capital requirements eperating performance, including our funds fromragiens, or FFO, our
normalized funds from operations, or Normalized FFSirictive covenants in our financial or othentractual arrangements
(including those in our credit agreements and enics unsecured notes indenture and its suppleéatsiaw requirements to
maintain our status as a REIT, restrictions undanfiand law and our expected needs and availabilibash to pay our
obligations.

For these reasons, among others, our distribuéittnmay decline or we may cease making distribatidiso, our distributions may

include a return of capital.

Changes in market conditions could adversely affe¢che market price of our common shares.
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As with other publicly traded equity securities, ttadue of our common shares depends on various meokelitions that may change
from time to time, including:

« the extent of investor interest in our securities;

« the general reputation of REITs and the attractgsrof our equity securities in comparison to o#ugity securities, includin

securities issued by other real estate based cdagpanby other issuers less sensitive to riséstérest rates

« our underlying asset value;

« investor confidence in the stock and bond marlgeisgrally;

« national economic conditions;

« changes in tax laws;

« changes in our credit ratings; and

« general market conditions.

We believe that one of the factors that investorsser important in deciding whether to buy or eellity securities of a REIT is the
distribution rate, considered as a percentageeoptlite of the equity securities, relative to maikeerest rates. If market interest rates
increase, prospective purchasers of REIT equityré@zs may want to achieve a higher distributiater Thus, higher market interest rates
could cause the market price of our common shardsdline.

Further issuances of equity securities may be dilite to current shareholders.

The interests of our existing shareholders couldilged if we issue additional equity securitieditmnce future acquisitions or to
repay indebtedness. Our ability to execute ourrass strategy depends on our access to an appedpead of debt financing, which may
include secured and unsecured debt, and equityding, which may include common and preferred shares

The Notes are structurally subordinated to the payrent of all indebtedness and other liabilities anday preferred equity of our
subsidiaries.

We are the sole obligor on our outstanding semseaured notes, and our outstanding senior unskootes and any notes or other
debt securities we may issue in the future, orgtiogr with our outstanding senior unsecured nakesNotes, are not, and any Notes we may
issue in the future may not be guaranteed byo&oyr subsidiaries. Our subsidiaries are sepanadedistinct legal entities and have no
obligation, contingent or otherwise, to pay any antsulue on the Notes, or to make any funds availthtdrefor, whether by dividend,
distribution, loan or other payments. The righteaders of Notes to benefits from any of the ass¢bur subsidiaries are subject to the prior
satisfaction of claims of our subsidiaries’ cred§tand any preferred equity holders. As a redudt Notes are and, except, if any, to the extent
future Notes are guaranteed by our subsidiaries pejlstructurally subordinated to all of the exigtand other debts, liabilities and
obligations, including guarantees of other indebtsd of ours, payment obligations under lease agnets, trade payables and any preferred
equity, of our subsidiaries. As of December 31,£2@ur subsidiaries had total indebtedness and bé#felities (excluding security and other
deposits and guaranties) of $3.0 million and otsgliaries did not have any outstanding prefercpdtyg.

The Notes are unsecured and effectively subordinadeto all of our existing and future secured indebtdness to the extent of the value of
the assets securing such indebtedness.

55



Table of Content

Our outstanding Notes are not secured and any Notesayéssue in the future may not be secured. Upgrdestribution to our
creditors in a bankruptcy, liquidation, reorgani@ator similar proceeding relating to us or ourgedy, the holders of our secured debt will be
entitled to exercise the remedies available tocareel lender under applicable law and pursuantedntsiruments governing such debt and to
be paid in full from the assets securing that ssttaiebt before any payment may be made with regp&idtes that are not secured by those
assets . In that event, because such Notes willemsebured by any of our assets, it is possibletiieaé will be no assets from which claims of
holders of such Notes can be satisfied or, if asgtasremain, that the remaining assets will be fitseifit to satisfy those claims in full. If the
value of such remaining assets is less than theeggte outstanding principal amount of such Notesaacrued interest and all future debt
ranking equally with such Notes, we will be unabléulty satisfy our obligations under such Notes. ¢idiion, if we fail to meet our payment
or other obligations under our secured debt, theens of that secured debt would be entitled tedtmse on our assets securing that secured
debt and liquidate those assets. Accordingly, we maayave sufficient funds to pay amounts due o $ates. As a result, holders of Notes
may lose a portion of or the entire value of tlmitestment in such Notes. Further, the terms obiltstanding Notes permit, and the terms of
any Notes we may issue in the future may permibusdur additional secured indebtedness subjecbtapliance with certain debt ratios. The
Notes that are not secured will be effectively sdbmted to any such additional secured indebtednésof December 31, 2014, we had
$611.4 million in secured mortgage debt.

There may be no public market for the N otes, and anmay not develop, be maintained or be liquid.

Other than the 5.625% Senior Notes due 2042, we havapplied for listing of the outstanding Notes oy aecurities exchange or
for quotation of the outstanding Notes on any autantkealer quotation system and may not do so fateblissued in the future. We can give
no assurances concerning the liquidity of any ntatiet may develop for these Notes, the abilityrof mvestor to sell these Notes or the
price at which investors would be able to sell thdfra market for the Notes, other than the 5.625i& Notes due 2042, does not develop,
investors may be unable to resell these Notes fextanded period of time, if at all. If a market fhese Notes does develop, it may not
continue or it may not be sufficiently liquid td@k holders to resell them. Consequently, inveshoay not be able to liquidate their
investment readily, and lenders may not readilyeptthe Notes as collateral for loans.

The Notes may trade at a discount from their inialie price or principal amount, depending uponyrfactors, including
prevailing interest rates, the ratings assignethlig agencies, the market for similar securitied other factors, including general economic
conditions and our financial condition, performamcel prospects. Any decline in trading prices, relgas of cause, may adversely affect the
liquidity and trading markets for the Notes.

A downgrade in credit ratings could materially advergly affect the market value of the Notes and may imease our cost of capital.

The outstanding Notes are rated by two rating agerazid Notes we may issue in the future may be tatexhe or more rating
agencies. These credit ratings are continuallyereed by rating agencies and may change at anyb#@sed upon, among other things, our
results of operations and financial condition. Negathanges in the ratings assigned to our debirsies could have an adverse effect on the
market prices of the Notes and our costs and avigijatf capital, which could in turn have a mateéraverse effect on our results of
operations and our ability to satisfy our debt serwbligations.

Redemption may adversely affect noteholders’ returron the Notes.

We have the right to redeem some or all of thetant§ng Notes prior to maturity and may have sudgla with respect to any
Notes we issue in the future. We may redeem such Motases when prevailing interest rates may beively low compared to the interest
rate of such Notes. Accordingly, holders of suchddahay not be able to reinvest the redemption pdxa a comparable security at an
effective interest rate as high as that of the eklot
Item 1 B. Unresolved Staff Comments .

None.
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Item 2. Propertie s.

At December 31, 2014, we had real estate investmetaigng $6.2 billion, at undepreciated cost, aftepairment write downs, in 37
0 properties ( 397 buildings). At December 31, 2Q1 47 properties (49 buildings) with an aggregaitst of $1.0 billion and an aggregate
carrying value of $834.0 million were mortgaged abjsct to capital lease obligations with an aggregeincipal balance of $624.1 million.

The following table summarizes certain informatidmoat our properties , excluding properties clasdifis discontinued operations
as of December 31, 2014 . All dollar amounts arédusands:

Number of Number of Undepreciated Net Book

Location of Properties by State Properties Buildings Carrying Value Value

Alabama 6 6 $ 42,832 $ 35,973
Arizona 8 8 124,071 86,796
California 20 25 638,622 535,671
Colorado 11 12 69,491 48,547
Connecticui 2 2 10,892 9,905
Delaware 6 6 91,871 66,012
District of Columbie 2 2 65,639 60,252
Florida 28 33 644,624 507,962
Georgia 23 23 247,073 216,733
Hawaii 1 1 67,676 64,175
Idaho 2 2 16,283 15,304
Illinois 6 7 114,847 89,499
Indiana 12 12 143,857 119,731
lowa 6 6 10,777 5,468
Kansas 4 4 58,436 43,360
Kentucky 9 9 99,439 65,418
Maryland 15 15 310,074 253,042
Massachusett 20 23 1,079,63¢ 1,038,24¢
Michigan 5 5 16,836 11,784
Minnesota 8 8 103,201 89,328
Mississippi 3 3 26,121 22,998
Missouri 1 1 11,784 11,004
Nebraske 13 13 62,309 47,377
Nevada 1 1 57,439 53,221
New Jersey 4 4 111,854 90,117
New Mexico 5 6 101,112 83,106
New York 6 7 205,972 188,28C
North Caroline 13 13 148,572 129,825
Ohio 3 4 48,605 33,644
Oklahoma 4 4 28,338 24,802
Pennsylvanii 20 20 175,083 133,08C
South Caroling 21 21 168,263 145,327
South Dakot: 3 3 7,589 3,405
Tennesse 13 13 79,537 65,596
Texas 24 24 444,493 358,92C
Virginia 16 18 207,761 155,093
Washingtor 4 5 69,567 64,004
Wisconsin 19 22 320,98€ 279,284
Wyoming 2 2 8,577 3,999
Total 369 393 $ 6,240,141 $ 5,256,291

Of the properties listed above, 26 1 are seniondi\dommunities, 98 (12 2 buildings) are MOBs a@die wellness centers. The
above table includes properties classified as fegldale, of which $1.5 million of carrying valueireluded in other assets on the balance
sheet. We also own one MOB (four buildings), whiklassified in discontinued operations as of Dawer 31, 2014.
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Item 3. Legal Proceedings .

None.
Item 4. Mine Safety Disclosures .
Not applicable.
PART Il
Iltem 5. Market for Registrant ' s Common Equit y, Related Stockholder Matters and Issuer Purchases &quity Securities.

Our common shares are traded on the NYSE (symbol: SNid)following table sets forth for the periods tated the high and low
sale prices for our common shares as reporteceiN¥SE Composite Transactions reports:

High Low
2013
First Quartel $26.86 $23.76
Second Quarte $29.99 $24.14
Third Quartel $27.42 $21.92
Fourth Quarte $25.35 $21.66
High Low
2014
First Quartel $22.96 $20.70
Second Quarte $24.60 $21.82
Third Quartel $24.50 $20.87
Fourth Quarte $23.08 $20.72

The closing price of our common shares on the NYSEebruary 26, 2015 was $22.25 per share.
As of February 17, 2015, there were 1,865 sharel®lferecord.

Information about cash distributions declared onammmon shares is summarized in the table belmmr@on share distributions
are generally paid in the quarter following the d¢ewato which they relate.

Distributions per

Common Share

2014 2013
First Quarte! $ 039 $ 0.39
Second Quarte $ 0.39 $ 0.39
Third Quartel $ 0.39 $ 0.39
Fourth Quarte $ 039 $ 0.39

All common share distributions shown in the tablev&boave been paid, including the quarterly distitbn for the fourth quarter of
2014, which we paid on February 24, 2015. We ctiyentend to continue to declare and pay commareldistributions on a quarterly basis
in cash. However, the timing, amount and form ofifetdistributions is determined at the discretibow Board of Trustees and will depend
upon various factors that our Board of Trusteesrderelevant, including our results of operations, flmancial condition, debt and equity
capital available to us, our expectations of otmriel capital requirements and operating performanctuding our FFO, our Normalized FFO,
restrictive covenants in our financial or other ttactual arrangements (including those in our rewgl credit facility agreement), tax law
requirements to maintain our status as a REITricésns under Maryland law and our expected
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needs and availability of cash to pay our obligatio

On October 7, November 7 and December 5, 2014, wedd2)63, 12,852 and 12,161 of our common shaespectively, to RMR

in payment of a portion of the management fee ddRMR pursuant to our business management agreemtbrRMR. We issued these
shares pursuant to an exemption from registrationiained in Section 4(a)(2) of the Securities Act.

Iltem 6. Selected Financial Dat a.

The following table sets forth selected financiaidfr the periods and dates indicated. Comparagiselts are affected by property

acquisitions and dispositions during the periodsash This data should be read in conjunction wittd & qualified in its entirety by reference
to “Management’s Discussion and Analysis of FinanCendition and Results of Operations” and the cbdated financial statements and

accompanying notes included in this Annual Reporfform 10-K. Amounts are in thousands, except per share irdtiam.

2014 2013 2012 2011 2010
Income Statement Data:
Rental income $ 526,703 $ 459,380 $ 450,769 $ 412,18C $ 338,775
Residents fees and servid 318,184 302,058 184,031 27,851 —
Net income®® 158,637 151,164 135,884 151,419 116,485
Common distributions declaré” 311,912 293,474 266,589 232,849 191,387
Weighted average shares outstanding (bi 198,868 187,271 169,508 149,45€ 127,992
Weighted average shares outstanding (dilu 198,894 187,414 169,671 149,604 128,104
Basic and Diluted Per Common Share Datz
Net income®® $ 0.80 $ 081 $ 0.80 $ 1.01 $ 0.91
Cash distributions declared to common shareho® 1.56 1.56 1.54 1.50 1.46
Balance Sheet Data
Real estate properties, at undepreciated cosgfnet
impairment losse $ 6,238,611 $ 5,263,62t $ 5,019,61f $ 4,563,842 $ 3,642,12:
Total asset 5,968,26¢ 4,764,66€ 4,748,002 4,383,04¢ 3,392,65¢€
Total indebtednes 2,800,704 1,892,764 2,006,53C 1,827,38t 1,204,89C
Total shareholde’ equity 2,952,407 2,776,98¢ 2,646,56¢ 2,472,60€ 2,127,971

@
)

@)

We earn our residents fees and services pitinigr providing housing and services to our restde We recognize residents fees and
services as services are provided. We began ouagearsenior living communities business in Junel2

Includes an impairment of assets charge ofi$illion ($0.02 per basic and diluted share) @142 Includes an impairment of assets
charge of $45.6 million ($0.24 per basic and ddugbare) and loss on early extinguishment of de$767,000 (less than $0.01 per
basic and diluted share) in 2013. Includes an impat of assets charge of $3.1 million ($0.02 @eidand diluted share) and loss
on early extinguishment of debt of $6.3 million (@ per basic and diluted share) in 2012. Includesnpairment of assets charge
$2.0 million ($0.01 per basic and diluted share) xss on early extinguishment of debt of $427,086s than $0.01 per basic and
diluted share) in 2011. Includes an impairmentssieds charge of $6.0 million ($0.05 per basic dhdedi share) and loss on early
extinguishment of debt of $2.4 million ($0.02 peste and diluted share) in 20

Includes a gain on sale of properties of $5ilion ($0.03 per basic and diluted share) and.&3iillion ($0.20 per basic and diluted
share) in 2014 and 2013, respectively. Includess dn sale of properties of $101,000 (less thabi$@er basic and diluted share) in
2012. Includes a gain on sale of properties of $2illion ($0.14 per basic and diluted share) ah@%$000 (less than $0.01 per be
and diluted share) in 2011 and 2010,
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respectively. In May 2012, we entered an agreemehtsubsidiaries of Sunrise (as defined below) &tyeterminations of leases
10 senior living communities, which were previoustheduled to terminate on December 31, 2013; #setefor all of these ten
communities were terminated prior to December 3122@nd resulted in a gain on lease terminatiorsppfoximately $375,000
(less than $0.01 per basic and diluted share) 1r2.2

(4) On January 12, 2015, we declared a quartertyitalision of $0.39 per share, or $79.5 million b paid to common shareholders of
record on January 23, 2015. We paid this distrdsutin February 24, 201

Iltem 7. Management ' s Discussion and Analysis &inancial Condition and Results of Operations.

The following discussion should be read in conjuwneivith our consolidated financial statements artésithereto included in this
Annual Report on Form 16K.

PORTFOLIO OVERVIEW

The following tables present an overview of our pitf (dollars in thousands, except living unit bdber square foot data):

Number of Investment Investment per
Number of Units/Beds or Carrying % of Total Unit/Bed or % of
(As of December 31, 2014 Properties Square Feel Value ? Investment  Square Foot® 2014 NOI 2014 NOI
Facility Type
Independent Iiving(s’ 63 15,352 $  1,947,72¢ 31.3% $ 126,871 $ 165,326 31.8%
Assisted Iiving(s) 154 11,424 1,367,947 21.9% $ 119,743 118,522 22.8%
Nursing home:® 44 4,638 200,506 3.2% $ 43,231 19,096 3.7%
Subtotal senior living communiti¢ 261 31,414 3,516,17¢ 56.4% $ 111,93C 302,944 58.3%

MOBs 98 9,141,72¢sq. ft. 2,543,94¢ 40.7% $ 278 198,571 38.2%
Wellness center 10 812,00Csq. ft. 180,017 29% $ 222 17,946 3.5%

Total 369 $ 6,240,141 100.095 $ 519,461 100.0%
Tenant/Operator/Managed Properti®
Five Star (Lease No. : 86 6,343 $ 691,026 11.1% $ 108,943 59,644 11.5%
Five Star (Lease No. : 49 7,044 690,939 11.1% $ 98,089 64,681 12.5%
Five Star (Lease No. : 17 3,281 354,682 57% $ 108,102 35,467 6.8%
Five Star (Lease No. 29 3,335 390,400 6.3% $ 117,061 35,612 6.9%

Subtotal Five Ste 181 20,003 2,127,047 34.2% $ 106,33€ 195,404 37.6%
Sunrise/Marriot” 4 1,619 126,326 2.0% $ 78,027 14,630 2.8%
Brookdale 18 894 61,122 1.0% $ 68,369 9,277 1.8%
6 private senior living companies (combin: 12 1,620 96,419 1.5% $ 59,518 10,542 2.0%

Subtotal triple net leased senior living commusi 215 24,136 2,410,914 38.7% $ 99,889 229,853 44.2%
Managed senior living communiti® 46 7,278 1,105,26% 17.7% $ 151,863 73,091 14.1%

Subtotal senior living communiti¢ 261 31,414 3,516,17¢ 56.4% $ 111,93C 302,944 58.3%

MOBs 98 9,141,724sq. ft. 2,543,94¢ 40.7% $ 278 198,571 38.2%
Wellness center 10 812,00Csq. ft. 180,017 29% $ 222 17,946 3.5%

Total 369 $ 6,240,141 100.004 $ 519,461 100.004
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Tenant/Managed Property Operating Statistics®’

Rent Coverage QOccupancy
2014 2013 2014 2013
Five Star (Lease No. : 1.12x 1.24x 84.4% 85.2%
Five Star (Lease No. : 1.10x 1.15x 81.9% 81.9%
Five Star (Lease No. : 1.57x 1.65x 86.9% 88.2%
Five Star (Lease No. « 1.19x 1.17x 87.5% 85.9%
Subtotal Five Sta 1.21x 1.27x 84.4% 84.6%
Sunrise/Marriot™ 1.96x 1.93x 92.2% 92.7%
Brookdale 2.56x 2.50x 94.5% 95.3%
6 private senior living companies (combin: 1.94x 1.95x 85.3% 84.8%
Subtotal triple net leased senior living commusi 1.34x 1.39x 85.4% 85.5%
Managed senior living communiti® N/A N/A 88.3% 87.4%
Subtotal senior living communitie 1.34x 1.39x 86.0% 85.9%
MOBs N/A N/A 95.9% 94.9%
Wellness centel 2.03x 2.23x 100.0% 100.0%
Total 1.39x 1454
(1) Excludes properties classified as discontinuedatjmers as well as properties sold during the penwdsentec
(2) Amounts are before depreciation, but after iimmpant write downs, if any. Amounts include cémg values as of December 31,
2014 for senior living properties classified asthfelr sale in the amount of $1,530, which are idelliin Other Assets on the
Condensed Consolidated Balance She
3) Represents investment carrying value divided byntiaber of living units, beds or leased squarede&ecember 31, 201
(4) NOlI is defined and calculated by reportable segraadtreconciled to net income below in this Iter@@14 NOI presented in tt
above tables exclude<862of NOI related to the six senior living communities sad in 2014
(5) Senior living properties are categorized by tiype of living units or beds which constitute ajonity of the living units or beds at the
property.
(6) Excludes properties classified as discontimygerations as well as properties sold during thiege presented. Operating data for

(7)
®)

multi -tenant MOBs are presented as of December 31, 20120418] operating data for other properties, tenantsmanagers are

presented based upon the operating results proigledr tenants and managers for the 12 monthsde®dptember 30, 2014 and
September 30, 2013, or the most recent prior pédaodhich tenant and manager operating resulteiaaéable to us. Rent coverage
is calculated as operating cash flow from our tésiaperations of our properties, before subordidatharges, if any, divided by
rents payable to us. We have not independentlfi®émur tenants’ operating data. The table exduifga for periods prior to our
ownership of some of these propert

Marriott International, Inc., or Marriott, guaraetethe less(s obligations under these leas

These 46 senior living communities are mandgeHive Star. The occupancy for the twelve monttiggeended or, if shorter, from
the date of acquisitions through December 31, 201318826%
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We have four operating segments, of which threeseparately reportable operating segments: (i)etmgt senior living communities
that provide short term and long term resident@aéand dining services for residents, (i) managgdor living communities that provide
short term and long term residential care and disirvices for residents and (iii) MOBs. The “AllH@t” category includes amounts related
to corporate business activities and the operaénglts of certain properties that offer fitness|lmess and spa services to members.

Triple Net Senior Living Communities.

The following chart presents a summary of our tripé senior living property leases as of Decembe814 (dollars in thousands) ,
and includes the carrying values for four senidinlj properties classified as held for sale inah@unt of $1.5 million, which are included in
Other Assets on our consolidated balance sheetis simmary should be read in conjunction with tlererdetailed description of our leases
set forth below.

Undepreciated Net Book Annualized

Number of Carrying Value Value of Rental Lease
Tenant Properties Units/Beds of Properties Properties Income Expiration Renewal Options
Five Star Quality Care, Inc. (Lease No® 86 6,343 $ 691,02¢ $ 554,468 $ 60,065 12/31/2024 2 for 15 years eacl
Five Star Quality Care, Inc. (Lease No 49 7,044 690,93¢ 496,86€ 65,082 6/30/202€ 2 for 10 years eacl
Five Star Quality Care, Inc. (Lease No® 17 3,281 354,682 245,593 35,564 12/31/202¢ 2 for 15 years eacl
Five Star Quality Care, Inc. (Lease No® 29 3,335 390,40C 294,927 35,704 4/30/2032 2 for 15 years eacl
Sunrise / Marriott International, In® 4 1,619 126,32€ 67,801 14,630 12/31/201¢€ 3 for 5 years eacl
Brookdale Senior Living, Inc 18 894 61,122 42,426 9,277 12/31/2017 2 for 15 years eacl
Stellar Senior Living, LLc® 5) 661 60,332 57,228 5,085 7/31/2027 & 1/8/202¢ 2 for 10 years eacl
ABE Briarwood Corp 1 140 15,598 4,953 937 12/31/201¢& None.
HealthQuest, Inc 3 361 7,589 3,405 1,424 6/30/2021 1 for 10 years
Covenant Care, LL( 1 180 3,503 1,763 1,806 9/30/203C 1 for 15 years
Evergreen Washington Healthcare, L 1 103 5,193 2,344 1,438 12/31/203C 1 for 10 years
The Macintosh Compar 1 175 4,204 2,333 591 6/30/201¢ 1 for 10 years
sl 215 24136 $ 2410914 $ 1,77410i $ 231,602
1) Annualized rental income is rents pursuant isteng leases as of December 31, 2014. Includesptxge rent totaling

$10.2 million based on increases in gross reveatiesrtain properties.

2 Lease No. 1 is comprised of three separatetedsvo of these three leases exist to accommodataartgage debt obligations that
we assumed at the time we acquired the propertiehawe agreed with the tenants to combine all threheasfe leases into one lease
when these mortgage financings are re paid.

3 Lease No. 3 exists to accommodate certain ragetigiebt financing by us.

4 Lease No. 4 is comprised of two separate le&3es of these two leases exists to accommodatmorigage obligations that we
assumed at the time we acquired the propert y ;ave hgreed with the tenants to combine both of tleeses into one lease when
the mortgage financing is re paid.

5) These properties are leased to Sunrise; tageles guaranteed by Marriott.

(6) Stellar Senior Living has two separate leasel different expiration dates.
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Five Star Quality Care, IncWe lease 181 senior living communities to Fiver 8&aannual rent of $196.4 million as of December
31, 2014, including percentage rent based on&se®in gross revenues at certain properties (@iHlién in 2014). These rent amounts
include rent payable to us as a result of our aiiipm from Five Star of improvements made to #skd properties, pursuant to the terms of
the leases. Five Star is a public company listetherNYSE, which was our subsidiary until we disttéxlits then outstanding shares to our
shareholders in 2001. Substantially all of the ness at most of these senior living communitiespaid to Five Star by residents from their
private resources. For the year ended Decembel034, Five Star paid percentage rent equal to 4#eincrease in gross revenues at our
senior living communities over base year grossmaes as specified in the lease terms.

Lease No. 1 (comprised of three separate leasespexp 2024 and includes 86 communities, includimdependent living
communities, assisted living communities and s#tilkeirsing facilities, of which nine secure mortgagét payable to third parties. At
December 31, 2014, the annual rent for Lease No. 3$6@4 million, including percentage rent of $1.@ion.

Lease No. 2 expires in 2026 and includes 49 comiesnihcluding independent living communities, at&sd living communities and
skilled nursing facilities. At December 31, 2014 #imnual rent for Lease No. 2 was $65.1 millionluiding percentage rent of $2.2 million.

Lease No. 3 expires in 2028 and includes 17 commesnincluding independent living and assistechivcommunities, all of which
secure mortgage debt payable to FNMA. At Decembe2@14, the annual rent for Lease No. 3 was $35.6omjlincluding percentage rent
of $1.2 million.

Lease No. 4 (comprised of two separate leases)dasl@9 communities, including independent livinghowunities, assisted living
communities and skilled nursing facilities, of whiche secures mortgage debt payable to a third.darB014, Five Star exercised the option
to extend this lease for 15 years, until 2032. Até&aber 31, 2014, the annual rent for Lease No. 4088 million, including percentage
rent of $793,000.

For more information about our dealings and refetfops with Five Star, and about the risks which @aw@se as a result of these
related person transactions, please see “Risk Facfisks Related to Our Relationsh ips with RMR Bt Star,” “Management’s
Discussion and Analysis of Financial Condition aresits of Operations—Related Person Transactiam$'Note 5 to our Consolidated

Financial Statements appearing in Item 15 of thiaueh Report on Form 16K.

Sunrise Senior Living, IncAt December 31, 2014, we leased four communities lwiniclude assisted living, independent living and
SNF units to subsidiaries of Sunrise Senior Living, or S unrise , that until 2003 were owned bgriibtt. These communities are leased
through 2018. At December 31, 2014, the annualfrgrthis lease was $14.6 million, including percemetaent of $2.1 million based on
increases in gross revenues at these communitesidd guarantees the rent due to us for thesawhwunities.

Brookdale Senior Living, IncWe lease 18 assisted living communities to a slidosi of Brookdale Senior Living, Inc., or Brookdal
through 2017. At December 31, 2014, the annualfeerthis lease was $9.3 million, including percertagnt of $2.3 million based on
increases in gross revenues at these communigsgddéhts pay a large majority of the revenuesesteltommunities from their private
resources. Brookdale guarantees this rent to lisJanuary 2015, Brookdale exercised the opticextend this lease until 2032.

Stellar Senior Living, LLCWe lease five communities, including independent assisted living units, to subsidiaries of Stella
Senior Living, LLC, or Stellar, until 2027 and 2028 December 31, 2014, the annual rent for theasele was $5.1 million, including
percentage rent of $41,000 based on increase®s$s gevenues at these communities . Residents lpageamajority of the revenues at these
communities from their private resources. The leagersonally guaranteed by the owner of Stellar .

ABE Briarwood Corp.We lease one skilled nursing facility in CanonsgphRA to a subsidiary of ABE Briarwood Corp., a praht
owned company, for $937,000 of annual rent until Dewer 31, 2015. Our property is suleased to THI of Pennsylvania at Greenery of
Canonsburg, LLC, a subsidiary of another privatapgany, THI of
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Baltimore, Inc. Our lease is guaranteed by ABE Br@od Corp., IHS Long Term Care, Inc. and THI of Batire, Inc., and is secured by a
security deposit of $600,000.

HealthQuest, Inc.We lease two skilled nursing facilities and oneejpendent living community located in Huron and Siéalls, SD
to HealthQuest, Inc., a privately owned company, @@t1. The lease is guaranteed by the individuadestolder of HealthQuest, Inc. The
rent payable to us is approximately $1.4 million pear as of December 31, 2014 and will increasereeal upon times during the lease term.

Covenant Care, LLCWe lease one skilled nursing facility in Fresné, 8 a subsidiary of Covenant Care, LLC, a privatined
company, for $1.8 million of annual rent. In 20Chvenant Care, LLC exercised the option to exténtbase term for 15 years, until 20 30 .
The rent is scheduled to increase at agreed upwstiuring the lease term. Covenant Care, LLC gtreea the lease and has secured its
obligation with a security deposit of $900,000.

Evergreen Washington Healthcare, LL@/e lease one skilled nursing facility in SeattdA to a subsidiary of Evergreen
Washington Healthcare, LLC, a privately owned conyp&m2014, Evergreen exercised the option to ektéais lease until 20 30 . The rent
payable to us is approximately $ 1.4 million pearyas of December 31, 2014 and will increase at dgrpen times during the lease term.
Evergreen Washington Healthcare, LLC guaranteedehse and its lease obligations are secured byuity deposit of $385,000.

The Macintosh Companye lease one skilled nursing facility in Grove CiBH to The MacIntosh Company for $591,000 per year
until 2019. A management company affiliate of tieisant and the former and current majority sharefreldf the tenant guarantee this lease.

Managed senior living communities.

Five Star manages 46 of our senior living commansitiith 7,278 living units for our account undergaarm agreements. We lease 4
4 of these communities with 7,04 8 living unitota TRS s . The 46 communities had an undeprec@eying value of $1.1 billion and a
net book value of $950.2 million at December 31,20/ e derive our revenues at these managed séniy tommunities primarily from
services to residents and we record revenues wheiceegare provided. Our share of the net operagsglts of our managed senior living
communities in excess of the minimum returns duestor additional returns, are generally deterchienually. We recognize additional
returns due to us under our management agreentgraaraend when all contingencies are met andrtbeme is earned. We had no additional
returns in 2014. With the exception of the managearagreement for a senior living community in Newrk,dhe management agreements for
the communities Five Star manages for our accoumigle Five Star with a management fee equal to Bteogross revenues realized at the
communities, plus reimbursement for Five Star'eclicosts and expenses related to the communitéearaincentive fee equal to 35% of the
annual net operating income of the communities afterealize an annual return equal to 8% of ouested capital. The management
agreements generally expire between December 31, 208 December 31, 2035, and are subject to autoneatgwal for two consecutive
15 year terms, unless earlier terminated or timeljce of nonrenewal is delivered. The managemgrgeanents provide that we and Five Star
each have the option to terminate the contracts tip® acquisition by a person or group of more ®8@6 of the other’s voting stock and
upon other change in control events affecting themparty, as defined in those documents, inclyittie adoption of any shareholder proposal
(other than a precatory proposal) or the electoié board of directors or board of trustees gfiadividual if such proposal or individual
was not approved, nominated or appointed, as thernay be, by vote of a majority of the board oédiors or board of trustees in office
immediately prior to the making of such proposathe nomination or appointment of such individual.

In connection with the management agreements, wé-medStar have entered into four combination agesgs, or pooling
agreements: three pooling agreements combine onageanent agreements for communities that inclusistasl living units, or the AL
Pooling Agreements, and a fourth pooling agreementbines our management agreements for commuodresisting only of independent
living units, or the IL Pooling Agreement. We entkisto the initial AL Pooling Agreement in May 201he second AL Pooling Agreement
in October 2012 and the third AL Pooling Agreemeniiiovember 2013. Our first AL Pooling Agreement inclsi@® identified communities
our second AL Pooling Agreement includes 19 idegditommunities, and our third AL Pooling Agreemextudes the management
agreements for the remaining communities that agelassisted living units that Five Star currently
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manages (other than with respect to the seniorgigommunity in New York described above and a sdiimg community in California, as
further described in Note 5 to our Consolidated faie Statements appearing in ltem 15 of this AnfRegbort on Form 10-K ). We entered
into the IL Pooling Agreement in August 2012 and #grieement currently includes management agreerfeertt8o communities that have
only independent living units. Each of the AL PogliaAgreements and the IL Pooling Agreement combinesl#termination of fees and
expenses of the various communities that are sutgjestich pooling agreement, including determimegiof our return of our invested capital
and Five Star’s incentive fees.

For more information about our dealings and refediops with Five Star, and about the risks which @wdge as a result of these
related person transactions, please see “Risk Facfisks Related to Our Relationsh ips with RMR Bt Star,” “Management’s
Discussion and Analysis of Financial Condition aresi&ts of Operations—Related Person Transactiam$'Note 5 to our Consolidated

Financial Statements appearing in Item 15 of thisuweh Report on Form 16K.

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

At December 31, 2014, we owned 98 mutenant MOBs (122 buildings) located in 24 stated\Afashington, D.C., excluding one

property (four buildings) classified in discontimeperations. These properties range in size frgidQlto 1.1 million square feet and have a
total of 9.1 million square feet. Leases at thesprties have current terms expiring between 2052835, plus renewal options in some
cases. The annual rent payable to us by tenatiesé 98 MOBs (122 buildings) is $30 6.3 milliom pear, including some scheduled
increases and reimbursements of certain operatiddex expenses and excluding lease value amaotizat

During the year ended December 31, 2014, we enteted/i®OB lease renewals for 601,773 square feet andeases for 148,026
square feet, at weighted average rental rates tia 214% above rents previously charged for theesspace. These leases produce average
net annual rent of $28.73 per square foot. Weightedrage lease terms for leases entered intogl@afiti4 were 6.6 years. Commitments for
tenant improvement, leasing commission costs andessions for leases we entered into during 20etb®$ 16.1 million, or $ 21.52 per
square foot on average (approximately $3.26 pearsgiwot per year of the lease term).

The following chart presents a summary of our MOBpprties by state as of December 31, 2014 (dollatlsansands):
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% of Total

Undepreciated Net Book Annualized Annualized
Carrying Value Value of Rental Rental

State Sq. Ft. of Properties Properties Income® Income
Arizona 2 2 222,771 $ 18,873 $ 17533 $ 2,821 0.9%
California 4 9 820,743 394,717 358,560 45,239 14.8%
Colorado 2 3 77,113 17,202 16,208 2,861 0.9%
Connecticu 2 2 96,962 10,892 9,905 1,178 0.4%
District of Columbia 2 2 212,335 65,639 60,252 10,429 3.4%
Florida 6 11 320,318 56,712 53,134 6,115 2.0%
Georgia 5 5 325,544 57,319 53,141 7,190 2.3%
Hawaii 1 1 203,656 67,686 64,184 7,819 2.6%
lllinois 2 3 262,836 39,716 36,930 6,446 2.1%
Indiana 1 1 94,238 16,236 15,126 2,441 0.8%
Maryland 2 2 133,976 22,721 20,999 3,256 1.1%
Massachuseti 19 22 2,101,61< 1,047,16¢ 1,014,65% 115,367 37.7%
Minnesota 5 5 375,498 46,601 43,332 7,372 2.4%
Mississippi 1 1 71,983 12,976 12,464 2,152 0.7%
New Mexico 1 2 292,074 36,949 33,720 4,989 1.6%
New York 5 6 597,174 105,678 94,036 17,560 5.7%
Ohio 1 2 232,016 5,836 5,370 977 0.3%
Oklahoma 4 4 210,348 28,338 24,802 2,805 0.9%
Pennsylvani: 7 7 474,818 59,525 53,753 8,230 2.7%
South Caroling 3 3 217,074 16,128 14,891 2,685 0.9%
Tennesse 1 1 33,796 7,582 7,267 1,067 0.3%
Texas 11 11 749,505 167,574 151,337 21,374 7.0%
Virginia 3 5 226,933 42,003 37,131 5,062 1.7%
Washingtor 1 2 144,900 30,878 29,669 3,958 1.3%
Wisconsin 7 643,499 169,000 148,318 16,896 5.5%
Totals 98 9,141,724 $ 2,543,94¢ $ 2,376,71z $ 306,290 100.00y4
1) Annualized rental income is rents pursuant istexg leases as of December 31, 2014, includirggdtt line rent adjustments,

estimated recurring expense reimbursements foaioanet and modified gross leases and excludirgglgalue amortization.

The following chart presents information concerning MOB tenants that represent 1% or more of tot@Bvannualized rental

income as of December 31, 2014 (dollars in thougands
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% of Total
Annualized Annualized

Sq. Ft. % of Total MOB Rental Rental Lease
Tenant Leased Sqg. Ft. Leasec Income ® Income ® Expiration
Vertex Pharmaceuticals, Ir 1,082,417 12.4% $ 89,870 29.3% 2028
Aurora Health Care, Int 643,49¢ 7.3% 16,896 5.5% 2024
Cedar-Sinai Medical Cente 123,872 1.4% 11,527 3.8% 2015-2025
The Scripps Research Institt 164,091 1.9% 10,164 3.3% 2019
Reliant Medical Group, Inc 362,427 41% 7,661 2.5% 2019
HCA Holdings, Inc. 156,251 1.8% 6,108 2.0% 2015-2024
First Insurance Company of Haw 110,05C 1.3% 4,760 1.6% 2015- 2018
Covidien PLC 315,203 3.6% 4,629 15% 2017
Abbvie Inc. 197,97€ 2.3% 4,471 15% 2017
Boston Children's Hospiti 99,063 1.1% 4,437 1.4% 2028
Emory Healthcare, Inc 221,471 25% 4,124 1.3% 2017-2021
Seattle Genetics, In 144,90C 1.7% 3,958 1.3% 2018
Health Insurance Plan of GN 121,50C 1.4% 3,915 1.3% 2015- 2034
PerkinElmer, Inc 105,462 1.2% 3,681 1.2% 2028
Boston Scientific Corporatio 169,668 1.9% 3,468 1.1% 2016- 2020
All other MOB tenant: 4,744,557 54.1% 126,621 41.4% 2015- 2035
Totals 8,762,407 100.005 $ 306,290 100.004
1) Annualized rental income is rents pursuant istexg leases as of December 31, 2014, includirggdtt line rent adjustments,

estimated recurring expense reimbursements foaioanet and modified gross leases and excludirgelgalue amortization.

Wellness Centers (included ‘il Other Operation’).

The following chart presents a summary of our wekneenter leases as of December 31, 2014 (doll#nsusands). This summary
should be read in conjunction with the more detadlescription of our leases set forth below.

Undepreciated Net Book  Annualized
Number of Carrying Value Value of Rental Lease

Tenant Properties Sq. Ft. of Properties Properties Income Expiration Renewal Options
Starmark Holdings, LLC (Wellbridge? 3 129,50C $ 32,438 $ 27,180 $ 3,264 2/28/202: 3 for 10 years eacl!
Starmark Holdings, LLC (Wellbridge® 1 38,500 11,206 10,061 901 2/28/202: 3 for 10 years eacl
Starmark Holdings, LLC (Wellbridge® 2 186,00C 36,364 31,766 3,139  11/30/202: 3 for 10 years eacl
Life Time Fitness, Inc® 4 458,00C 100,009 86,267 10,550 8/31/202! 6 for 5 years eacl
Totals 10 812,00C $ 180,017 $ 155,274 $ 17,854
1) Annualized rental income is rents pursuant isteng leases as of December 31, 2014, includiraggdtt line rent adjustments and

excluding lease value amortization.
2 These properties are leased to subsidiarieendfare guaranteed by, Starmark Holdings, LLC tam$ark, under three separate

leases. f
©) These properties are leased to a subsidiagnafare guaranteed by, Life Time Fitness, IncLifer T ime Fitness. f
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Starmark Holdings, LLC (Wellbridge)We lease six wellness centers located in four stateer three separate leases to subsidiaries
of Starmark. Starmark is a subsidiary of Centrar&Co. LTD, a publicly owned company listed on Tlokyo Stock Exchange. These
properties operate under the brand Wellbridge haddases are guaranteed by Starmark. These leasesurrent terms expiring in 2023 and
require aggregate annual rent of $7.3 million, mlossumer price index based increases.

Life Time Fitness, IncWe lease four wellness centers located in fouestahder one lease agreement to a subsidiary efTlifie
Fitness. Life Time Fitness is a publicly traded pamy listed on the NYSE. This lease is guaranteddfbyTime Fitness. The lease has a
current term expiring in 2028. The aggregate anrerd payable to us averages $10.6 million per gaang the lease term.

The following tables set forth information regardimgy lease expirations as of December 31, 2014a(dah thousands):

Percent of Cumulative
Total Percentage of
Annualized Rental Income®® Annualized Annualized
Triple Net Rental Rental
Senior Living Wellness Income Income

Year Communities MOBs Centers Total Expiring Expiring

2015 $ 937 $ 22,064 $ — $ 23,001 4.1% 4.1%

2016 — 21,136 — 21,136 3.8% 7.9%

2017 9,277 29,453 — 38,730 7.0% 14.9%

2018 14,630 24,844 — 39,474 7.1% 22.0%

2019 591 36,833 — 37,424 6.7% 28.7%

2020 — 19,377 — 19,377 3.5% 32.2%

2021 1,424 6,693 — 8,117 1.5% 33.7%

2022 — 7,564 — 7,564 1.4% 35.1%

2023 — 4,163 — 4,163 0.7% 35.8%

Thereaftel 204,744 134,163 17,853 356,76C 64.2% 100.0%

Total $ 231,603 $ 306,290 $ 17,853 $ 555,746 100.004
Average remaining lease term for all properties ¢lveid by annualized rental income): 9. 5 years.

1) Annualized rental income is rents pursuant isteng leases as of December 31, 2014, includingnagtd percentage rents, straight
line rent adjustments, estimated recurring expegisebursements for certain net and modified greasés and excluding lease value
amortization at certain of our MOBs and wellnesseen Excludes properties classified in discontthaperations.

2 Excludes rent received from our TRSs. If the KlOM our TRSs (three months ended December 31, 20iialized) were

included in the foregoing table, the percent cdtannualized rental income expiring would be: 2615 7 %; 2016 — 3.4%; 2017 —
6.2%, 2018 — 6.3%; 2019 — 5.9 %; 2020 — 3.1%:1202.3%; 2022 — 1.2%; 2023 — 0.7%; and thereaf@&8. 2 %.
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Percent of
Total Cumulative
Number Percentage
Number of Tenants® of of Number
Senior Living Wellness Tenancies of Tenancies
Year Communities MOBs Centers Total Expiring Expiring
2015 1 147 — 148 23.6% 23.6%
2016 —_ 85 —_ 85 13.6% 37.2%
2017 1 105 — 106 16.9% 54.1%
2018 1 76 —_ 7 12.3% 66.4%
2019 1 64 = 65 10.4% 76.8%
2020 — 37 — 37 5.9% 82.7%
2021 1 21 = 22 3.5% 86.2%
2022 —_ 21 —_ 21 3.4% 89.6%
2023 — 9 — 9 1.4% 91.0%
Thereaftel 7 47 2 56 9.0% 100.0%
Total 12 612 2 626 100.004
@) Excludes properties classified in discontinopdrations.
2 Excludes our managed senior living communigesed to our TRSs as tenants.
Number of Living Units / Beds or Square Feet with Leaes Expiring®
Living Units / Beds® Square Feel
Triple Net Percent Cumulative Percent
Senior of Total Percentage Wellness of Total Cumulative
Living Living of Living MOBs Centers Total Square Percent of
Communities Units / Beds Units / Beds (Square (Square Square Feet Total Square
Year (Units / Beds) Expiring Expiring Feet) Feet) Feet Expiring Feet Expiring
2015 140 0.6% 0.6% 835,203 = 835,203 8.7% 8.7%
2016 —_ — % 0.6% 874,940 —_ 874,940 9.1% 17.8%
2017 894 3.7% 4.3% 1,084,847 — 1,084,847 11.3% 29.1%
2018 1,619 6.7% 11.0% 742,389 —_ 742,389 7.8% 36.9%
2019 175 0.7% 11.7% 1,167,39¢ = 1,167,39¢ 12.2% 49.1%
2020 — — % 11.7% 881,102 — 881,102 9.2% 58.3%
2021 361 1.5% 13.2% 250,525 = 250,525 2.6% 60.9%
2022 —_ — % 13.2% 256,480 —_ 256,480 2.7% 63.6%
2023 — — % 13.2% 127,181 — 127,181 1.3% 64.9%
Thereaftel 20,947 86.8% 100.0% 2,542,34z 812,00C 3,354,342 35.1% 100.0%
Total 24,136 100.004p 8,762,407 812,00C 9,574,407 100.004
@) Excludes properties classified in discontinopdrations.
2 Excludes 7,27 8 living units leased to our TRSte number of living units included in our TR&ses were included in the

foregoing table, the percent of total living unitseds expiring would be: 2015 — 0.4%; 2016 — 0.204;7 — 2.8%; 2018 — 5.2%);
2019 — 0.6%; 2020 — 0.0%; 2021 — 1.1%; 2022 — Q20883 — 0.0% ; and thereafter — 89.9%.
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RESULTS OF OPERATIONS (dollars and square feet in thasands, unless otherwise noted)

The following table summarizes the results of openstof each of our segments for the years endegbber 31, 2014, 2013 and

2012:
For the Year Ended December 31
2014 2013 2012
Revenues
Triple net senior living communitie $ 230,718 $ 237,209 $ 246,948
Managed senior living communitir 318,184 302,058 184,031
MOBs 278,041 204,594 186,065
All other operation: 17,944 17,577 17,756
Total revenue $ 844,887 $ 761,438 $ 634,800
Net income:
Triple net senior living communitie $ 149,011 $ 174,561 $ 143,374
Managed senior living communiti 29,890 27,158 14,006
MOBs 102,39¢ 46,986 77,428
All other operation: (122,663 (97,541 (98,924
Net income $ 158,637 $ 151,164 $ 135,884

The following sections analyze and discuss the tesifiloperations of each of our segments for thige presented.

Year Ended December 31, 2014 Compared to Year Ended E&smber 31, 2013:

Triple net senior living communities:

Comparable
All Properties Properties "
As of the Year Ended As of the Year Ended
December 31 December 31
2014 2013 2014 2013
Total propertie® 215 221 214 214
# of units / bed® 24,136 24,575 23,986 23,986
Tenant operating data®
Occupancy 84.6% 85.3% 85.3% 85.5%
Rent coverag 1.33x 1.38x 1.34x 1.39x
(1) Consists of triple net senior living communities sase owned continuously since January 1, 2
(2) The change in total properties and numbemdfu beds for All Properties reflects the 2014saif six communities formerly leased
to Five Star

3) All tenant operating data presented are baped the operating results provided by our tenamtshie 12 months ended
September 30, 2014 and 2013 or the most recentpeitod for which tenant operating results arelatée to us. Rent coverage is

calculated as operating cash flow from our triphet lease tenants’ operations of our propertigfaréesubordinated charges, if any,

divided by triple-net lease minimum rents payable to us. We havendependently verified our tenants’ operating datze table
excludes data for periods prior to our ownershipafe of these propertie
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Triple net senior living communities, all propestie

Year Ended December 31

2014 2013 Change % Change

Rental income $ 230,718 $ 237,208 $ (6,491 (2.7%
Net operating income (NO 230,718 237,209 (6,491 2.7%
Depreciation expens (61,825 (66,854 5,029 7.5%
Impairment of asse 10 (6,685 6,695 100.1%
Operating incom: 168,903 163,67C 5,233 3.2%
Interest expens (25,473 (26,501 1,028 3.9%
Gain on early extinguishment of de 128 — 128 —%
Gain on sale of propertit 5,453 37,392 (31,939 (85.4%

Net income $ 149,011 $ 174,561 $ (25,550 (14.6)0,

Except as noted below under “Rental income”, we hnténcluded a discussion and analysis of theltestiour comparable
properties data for the triple net senior livingrrounities segment as we believe that a comparittreaesults for our comparable properties
for our triple net senior living communities segrnisngenerally consistent from period to period arskparate, comparable properties
comparison is not meaningful.

Rental income Rental income decreased year over year primauniégytd the sale of two rehabilitation hospitals dgitime fourth
quarter of 2013, a senior living community in thed quarter of 2013, a senior living communitytfire first quarter of 2014, two senior living
communities in the second quarter of 2014, anceteemior living communities in the fourth quarté2614. This decrease was partially
offset by increased rents resulting from our pusehaf approximately $53,012 of improvements madwutoproperties that are leased by Five
Star since January 1, 2013, pursuant to the tefriige leases . Rental income increased year @argn a comparable property basis by
$5,595 primarily as a result of our improvementghases at certain of the 214 communities that we baned continuously since January 1,
2013 and the resulting increased rent, pursuatietéerms of those leases.

Net operating incomeNOI decreased because of the changes in rentahmdescribed above. The reconciliation of NOI to net
income for our triple net senior living communitgsgment is shown in the table above. Our definitioNOI and our consolidated

reconciliation of NOI to net income are includeddyelin “Non -GAAP Financial Measures”.

Depreciation expenseDepreciation expense recognized in this segmemedsed year over year as a result of the sale of two
rehabilitation hospitals during the fourth quaé€013, a senior living community in the third gtes of 2013, a senior living community in
the first quarter of 2014, two senior living comnties in the second quarter of 2014, and three séiinog communities in the fourth quarter
of 2014. This decrease was patrtially offset bymunchase of improvements made to our propertidsatiedeased by F ive Star since January
1, 2013.

Impairment of assetsDuring 2014, we recorded an impairment adjustme8640 related to the sale of one senior living camity
in October 2014, and also recorded an impairmeasséts charge of $600 to reduce the carrying \adloae of our senior living properties
classified as held for sale as of December 31, 2014 estimated net sale price. During 2013, veeméed impairment of assets charges of
$6,685 to reduce the carrying value of five of senior living properties classified as held foresa$ of December 31, 2013 to their estimated
sales price.

Interest expenselnterest expense for our triple net senior livamgnmunities arises from mortgage debts securectigin of these
properties. The decrease in interest expense iesudt of the June 2013 prepayment of four morgaates that had a total principal balance
of $10,377 and a weighted average interest ratel®b 6the October 2014 prepayment of a $14,700 loeuried in connection with certain
revenue bonds that had an interest rate of
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5.875%, and the October 2014 prepayment of one agetgote with a principal balance of $11,926 anuhtmest rate of 6.25%, as well as
the regularly scheduled amortization of our mor&gegbt.

Gain on early extinguishment of delgain on early extinguishment of debt is a resuthefOctober 2014 mortgage note prepayment
described in interest expense changes above.

Gain on sale of propertiesGain on sale of properties is a result of the slene senior living community in January 2014otw
senior living communities in June 2014, three selivng communities in October 2014, one seniving community in August 2013 and two
rehabilitation hospitals in December 2013.

Managed senior living communities:

Comparable
All Properties Properties
As of the Year Ended As of the Year Ended
December 31 December 31
2014 2013 2014 2013
Total propertie: 46 44 39 39
# of units / bed: 7,278 7,051 6,678 6,678
Occupancy 88.5% 87.4% 88.2% 87.3%
Average monthly rat $ 4,179 $ 4,184 $ 4,225 $ 4,198
@) Consists of managed senior living communitieshaee owned continuously since January 1, 201 3.
Managed senior living communities, all properties:
Year Ended December 31
2014 2013 Change % Change
Residents fees and servic $ 318,184 $ 302,058 $ 16,126 5.3%
Property operating expens (245,093 (233,711 (11,382 (4.9%
Net operating income (NO 73,091 68,347 4,744 6.9%
Depreciation expens (32,462 (28,972 (3,490 (12.0%
Operating incom: 40,629 39,375 1,254 3.2%
Interest expens (10,599 (12,217 1,618 13.2%
Loss on early extinguishment of de (140 — (140 —%
Net income $ 29,890 $ 27,158 $ 2,732 10.104

Residents fees and servicé®esidents fees and services are the revenuedlestroar managed senior living communities. We
recognize these revenues as services are provitledncrease in residents fees and services ptimatate to the acquisition of seven
managed senior living communities since Januag01,3 .

Property operating expenseBroperty operating expenses include expensesr@tcat our managed senior living communities and
they consist of management fees, real estate tatilty, expense, salaries and benefits of propkrtel personnel, repairs and maintenance
expense, cleaning expense and other direct costesé operating properties. The increase in ptpp@erating expenses primarily relates to
the acquisition of seven managed senior living camitres since January 1, 2013 .

Net operating incomeNOI increased because of the changes in rentafriaccesidents fees and services and property apgrat
expenses described above. The reconciliation of N@Et income for our managed senior living
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communities segment is shown in the table above d@iimition of NOI and our consolidated reconciliatiohNOI to net income are included

below in “Non-GAAP Financial Measures”.

Depreciation expenseDepreciation expense increased primarily as atrefalkcquisitions of managed senior living commigsit
since January 1, 201 3.

Interest expenselnterest expense for our managed senior livingroanities arises from mortgage debts secured bjageof these
properties. The de crease in interest expense ietult of the repayment at maturity of two mogggéoan s in June 2014 that had a combined
principal balance of approximately $ 35,807 andeigivted average interest rate of 5.83 % , as weli@segularly scheduled amortization of
our mortgaged debt . Also, in December 2014 we pdepaé mortgage loan maturing in July 2015 withiagipal balance of approximately
$11,308 and an interest rate of 6.37%.

Loss on early extinguishment of debbss on early extinguishment of debt is a resuthefDecember 2014 mortgage note
prepayment described in interest expense change®ab

Managed senior living communities, comparable prisgre (managed senior living communities we have algmntinuously since January 1,

2013):

Year Ended December 31

2014 2013 Change % Change

Residents fees and servic $ 303,076 % 297,95C $ 5,126 1.7%
Property operating expens (233,489 (230,657 (2,832 (1.2%
Net operating income (NO 69,587 67,293 2,294 3.4%
Depreciation expens (29,445 (28,270 (1,175 (4.2%
Operating incomi 40,142 39,023 1,119 2.9%
Interest expens (10,599 (12,217 1,618 13.2%
Loss on early extinguishment of de (140 — (140 —%

Net income $ 29,403 $ 26,806 $ 2,597 9.7

Residents fees and servic&¥e recognize residents fees and services as esraie provided. Our residents fees and services
increased year over year on a comparable propesig because of an increase in occupancy and agas8ein the average monthly rates
charged to residents at the 39 communities we hawed continuously since January 1, 2013.

Property operating expenseBroperty operating expenses consist of propertyagement fees, real estate taxes, utility expense,
salaries and benefit costs of property level parsbrmepairs and maintenance expense, cleaningisg@nd other direct costs of operating
properties. Property operating expenses increasecigally because of increases in utility expenseal estate taxes, insurance, and other
direct costs of operating properties.

Net operating incomeNOI increased because of the changes in residesssaind services and property operating expensesiuk
above. The reconciliation of NOI to net income far managed senior living communities segment, coaipe properties, is shown in the

table above. Our definition of NOI and our consokdhateconciliation of NOI to net income are includedblv in “Non-GAAP Financial
Measures”.

Depreciation expenseDepreciation expense increased as a result ofehase of improvements made to certain of these
properties.

Interest expense. Interest expense for our managed senior licmmmunities arises from mortgage debts secure@biam of

these properties. The de crease in interest expetise result of the repayment at maturity of twortgage loan s in June 2014 that had a
combined principal balance of approximately $ 33,80d a weighted average
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interest rate of 5.83 % , as well as the regulastheduled amortization of our mortgage debt . Alsdpécember 2014 we prepaid one
mortgage loan maturing in July 2015 with a printipglance of approximately $11,308 and an intenast of 6.37%.

Loss on early extinguishment of debbss on early extinguishment of debt is a resuthefDecember 2014 mortgage note
prepayment described in interest expense change®ab

MOBs:
Comparable
All Properties Properties
As of the Year As of the Year
Ended Ended
December 31 December 31
2014 2013 2014 2013
Total propertie: 98 96 90 90
Total buildings 122 119 112 112
Total square fee® 9,142 7,882 7,495 7,495
Occupancy? 95.9% 94.9% 95.1% 94.7%
1) Excludes properties classified in discontinopdrations.
2 Consists of MOBs we have owned continuously sileceuary 1, 2013.
3 Prior periods exclude space remeasurements thadey the periods presented.
4 MOB occupancy includes (i) space being fittetifou occupancy pursuant to existing leases afjdgice which is leased, but is not
occupied or is being offered for sublease by tesiant
MOBs, all properties:
Year Ended December 31
2014 2013 Change % Change
Rental income $ 278,041 $ 204594 $ 73,447 35.9%
Property operating expens (79,471 (66,167 (13,304 (20.1%
Net operating income (NO 198,57C 138,427 60,143 43.4%
Depreciation / amortization exper (87,312 (53,408 (33,904 (63.5%
Operating incomt 111,258 85,019 26,239 30.9%
Interest expens (5,844 (5,466 (378 (6.9%
Income from continuing operatiol 105,414 79,553 25,861 32.5%
Discontinued operation
Income from discontinued operatic 1,362 5,043 (3,681 (73.0%
Impairment of assets from discontinued operat (4,377 (37,610 33,233 88.4%
Net income $ 102,398 $ 46,986 $ 55,413 117.904

Rental income Rental income increased because of rents from 884Q@0 buildings) we acquired for approximately $14,438
since January 1, 2013. Rental income includes-maish straight line rent adjustments totaling
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$8,788 and $6,119 and net amortization of approteipn&2,101 and $(3,776) of above and below madagd adjustments for the years
ended December 31, 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 parsbmepairs and maintenance expense, cleaningieg@nd other direct costs of operating
properties. Property operating expenses increasealise of our MOB acquisitions since January 1, 2013

Net operating incomeNOI increased because of the changes in rentafria@nd property operating expenses described abbee.
reconciliation of NOI to net income for our MOB segrhis shown in the table above. Our definition of N@&d @ur consolidated

reconciliation of NOI to net income are includeddyelin “Non -GAAP Financial Measures”.

Depreciation expenseDepreciation expense increased primarily becauseioMOB acquisitions since January 1, 2013.

Interest expenselnterest expense for our MOBs arises from mortgheles secured by certain of these properties. fidrease in
interest expense is the result of our assumptidl6f630 of mortgage debt in connection with oungition of one MOB (one building) in
2014 with an interest rate of 6.28%, partially effby the regularly scheduled amortization of oorigage debt.

Income from discontinued operationsicome from discontinued operations relates toM@Bs classified as held for sale since
January 1, 2013. During the year ended Decembe&2@¥, we sold three MOBs (three buildings) that weewipusly classified as
discontinued operations. The decrease in incorparigarily due to the sales of these properties. fABezember 31, 2014 we have one MOB
(four buildings) classified as held for sale.

Impairment of assets from discontinued operatidbaring the year ended December 31, 2014, we recasget impairment
adjustments of $333 to increase the carrying vafube three MOBs (three buildings) we sold in 2@d4heir sales price. We also recorded
impairment of assets charges of $4,710 to redueedtrying value of our one MOB s (four buildings)rently classified as discontinued
operations to its estimated net sales price. Dutieg/ear ended December 31, 2013, we recordedimeai of assets charges of $37,610 to
reduce the carrying value of four of our MOBs (sebaitdings) to their estimated net sale prices.

MOBs, comparable propertiés!OBs we have owned continuously since January 1,)2013

Year Ended December 31

2014 2013 Change % Change

Rental income $ 199,441 $ 197,494 $ 1,947 1.0%
Property operating expens (65,427 (64,775 (652 (1.0%
Net operating income (NO 134,014 132,718 1,295 1.0%
Depreciation expens (50,628 (50,885 257 0.5%
Operating incomi 83,386 81,834 1,552 1.9%
Interest expens (5,213 (5,466 253 4.6%

Net income $ 78173 $ 76,368 $ 1,805 240,

Rental income Rental income increased as a result of an incrieassts and occupancy at certain comparable ptiepesince
January 1, 2013, offset by lower net narash items affecting rental income. Rental inconofuides non-cash straight line rent adjustments

totaling $3,810 and $5,689 and net amortizatioapgfroximately $(2,798) and $(3,672) of above ardvbenarket lease adjustments for the
years ended December 31, 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 parsbrepairs and maintenance expense, cleaning
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expense and other direct costs of operating priegefroperty operating expenses increased prihcipecause of increases in salaries and
benefit costs of property level personnel, repaitd maintenance expenses, utility expenses, aed ditect costs of operating properties.

Net operating incomeNOI decreased because of the changes in rentahmemd property operating expenses described abbee.
reconciliation of NOI to net income for our MOB segmhér comparable properties is shown in the tablevea. Our definition of NOI and

our consolidated reconciliation of NOI to net incoare included below in “NoRGAAP Financial Measures”.

Depreciation expenseDepreciation / amortization expense decreased piljniecause of a reduction in amortization of dcegh
real estate leases and obligations that we amartigethe respective lease terms, partially offgedbincrease in the amortization of leasing
costs and an increase in depreciation expenseodiaptital expenditures.

Interest expenselnterest expense for our MOBs arises from mortghele secured by certain of these properties. Theedse in
interest expense is the result of regularly schetiamortization of our mortgage debt.

All other operations®

Year Ended December 31

2014 2013 Change % Change
Rental income $ 17944 $ 17577 $ 367 2.1%
Expenses
Depreciatior 3,792 3,792 — — %
General and administrati 38,946 32,657 6,289 19.3%
Acquisition related cosi 4,607 3,378 1,229 36.4%
Impairment of asse’ — 1,304 (1,304 — %
Total expense 47,345 41,131 6,214 15.1%
Operating los: (29,401 (23,554 (5,847 (24.8%
Interest and other incon 425 711 (286, (40.2%
Interest expens (93,198 (73,635 (29,563 (26.6%
Loss on early extinguishment of de — (797, 797 — %
Equity in earnings of an invest 87 334 (247 (74.0%
Loss before income tax exper (122,087 (96,941 (25,146 25.9%
Income tax expens (576 (600 24 4.0%
Net loss $ (122,663 $ (97,541 $ (25,122 (25.80%
1) All other operations includes our wellness cepfeerations that we do not consider a significamparately reportable segment of

our business and corporate business activitiespandperating expenses that are not attributabtespecific reportable segment.

Rental income Rental income includes neitash straight line rent adjustments totaling apionately $550 and $1,129 for the years

ended December 31, 2014 and 2013, respectivelyaRanbme also includes amortization of approxirnya$221 of acquired real estate
leases and obligations for the years ended Dece®ih&014 and 2013.

Depreciation expenseDepreciation expense remained consistent as theeensenellness center acquisitions nor capital
improvement funding since January 1, 2013 and wergdly depreciate our long lived wellness centeetssn a straight line basis.

General and administrative expengBeneral and administrative expenses consist sfgaesuant to our business management
agreement with RMR, equity compensation expense) Byl accounting fees and other costs relatimyitstatus as a publicly traded
company. General and administrative expenses isedgarincipally as a result of acquisitions of setiving communities and MOBs for
approximately $1,4 07,217 since January 1, 2013iglig offset by the sale of six senior living camnities and three MOBs (three buildings)
in 2014 for $27,325 and the sale of one seniimdi community and two rehabilitation hospitals Bil3 for $92,550.
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Acquisition related costsAcquisition related costs represent legal anddiligence costs incurred in connection with our asitjon
activity during 2014 and 2013. Acquisition relatasbts increased as a result of increased dollauathwd acquisitions in 2014 versus 2013.

Impairment of assetén 2013, we recorded an impairment of assets chafr§j, 304 related to one property to reduce itsy@ag
value to its estimated sales price.

Interest and other incomélhe decline in interest and other income refleethiced interest earned as a result of reducededidi
income from the 250,000 common shares of Equity @onwealth (formerly known as CommonWealth REIT)EQC, that we own for the
2014 period compared with the 2013 period.

Interest expense. Interest expense increased due to our issuEr®€00,000 of 3.25% senior unsecured notes an@,$26 of
4.75% senior unsecured notes in April 2014 as weduasvlay 2014 term loan borrowing of $350,000 at OB plus 140 basis points,
partially offset by the prepayment of one mortglgm in September 2013 encumbering two of our vesBcenters for $13,579 with a
weighted average interest rate of 6.9%, as wellwsridorrowing costs and fees under our revolvingitfacility. Our weighted average
balance outstanding and interest rate under owlivieng credit facility was $60,288 and 1.4%, and $1@ and 1.6%, for the years ended
December 31, 2014 and 2013, respectively.

Loss on early extinguishment of debi. September 2013, we prepaid a mortgage loan dnexing two of our wellness centers for
$13,579 that had a maturity date later in 2013. Aesalt of the premiums paid to prepay these mgagawe recorded an aggregate loss on
early extinguishment of debt of $259. In Septenii¥r3, we amended our revolving credit facility,uliag in a loss on early extinguishment
of debt of $538.

Equity in earnings of an investe&quity in earnings of an investee represents oypqrtionate share of earnings from AIC.

Year Ended December 31, 2013 Compared to Year Ended &snber 31, 2012:

Triple net senior living communities:

Comparable
All Properties Properties”
As of the Year As of the Year
Ended Ended
December 31 December 31
2013 2012 2013 2012

Total propertie® 221 223 216 216
# of units / bed® 24,575 24,894 23,914 23,914
Tenant operating data:®
Occupancy 85.3% 86.1% 85.2% 86.1%
Rent coverag 1.38x 1.42x 1.37x 1.42x
@) Consists of triple net senior living commurstiwe have owned continuously since January 1, 2012.
2 The change in total properties and number d@surbeds for All Properties reflects the trangfeten communities previously triple

net leased to Sunrise to our managed senior lisimgmunities segment (three communities were traresfeon September 1, 2012,
five communities were transferred on October 1, 2@h2 two communities were transferred on Novemb2012), partially offset
by additional triple net leased properties we agglisince January 1, 2012.

©) All tenant operating data presented are based th® operating results provided by our tenantghfe 12 months ended
September 30, 2013 and 2012 or the most recentpeitod for which tenant operating results are labée to us. Rent coverage is

calculated as operating cash flow from our triphet lease tenants’ operations of our propertief®réesubordinated charges, if any,

divided by triple-net lease minimum rents payable to us. We havéendependently verified our tenants’ operating datze table
excludes data for periods prior to our ownershipasfie of these properties.
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Triple net senior living communities, all propestie

Year Ended December 31

2013 2012 Change % Change

Rental income $ 237,208 $ 246,948 $ (9,739 (3.9%
Net operating income (NO 237,209 246,948 (9,739 (3.9%
Depreciation expens (66,854 (68,419 1,565 2.3%
Impairment of asse’ (6,685 — (6,685 — %
Operating incomi 163,670 178,529 (14,859 (8.3%
Interest expens (26,501 (35,530 9,029 25.4%
Gain on lease terminatiol — 375 (375, — %
Gain on sale of propertit 37,392 — 37,392 — %

Net income $ 174561 $ 143,374 $ 31,187 21.80

Except as noted below under “Rental income”, we hetencluded a discussion and analysis of theltesfiour comparable
properties data for the triple net senior livingrrounities segment as we believe that a comparittreaesults for our comparable properties
for our triple net senior living communities segmisngenerally consistent from period to period argkparate, comparable properties
comparison is not meaningful.

Rental income Rental income decreased year over year primarigytduhe transfer in the third and fourth quarte2@12 of the ten
communities previously triple net leased to our ag@d senior living communities segment. This de@eeas partially offset by our
acquisition of four triple net leased communitiesidg the third quarter of 2012 for approximateB863600 and one community acquired in
January 2013 for $22,350 and increased rents doertpurchase of approximately $57,727 of improvetsienade to our properties which are
leased by Five Star since January 1, 2012 , putsadhe terms of the leases . Rental income ise@gear over year on a comparable
property basis by $2,991 primarily as a resultwfimprovement purchases at certain of the comrnasite lease to Five Star that we have
owned continuously since January 1, 2012 and thaétires increased rent, pursuant to the terms ofeHeases.

Net operating incomeNOI decreased because of the changes in rentahmdescribed above. The reconciliation of NOI to net
income for our triple net senior living communitgsgment is shown in the table above. Our definitiobNOI and our consolidated
reconciliation of NOI to net income are includeddveliin “Non GAAP Financial Measures”.

Depreciation expenseDepreciation expense recognized in this segmemedsed year over year as a result of the transfiei third
and fourth quarter of 2012 of ten communities prasly triple net leased to our managed seniordiciommunities segment. This decrease
was partially offset as a result of our acquisitidriive triple net leased communities since Jandar012 and our purchase of improvements
made to our properties leased to Five Star sinceaig 1, 2012.

Impairment of assetsDuring 2013, we recorded impairment of assets clsanf)$6,685 to reduce the carrying value of fiv@of
senior living properties classified as held foresas of December 31, 2013 to their estimated hefsize.

Interest expenselnterest expense for our triple net senior livamgnmunities arises from mortgage debts securectiigin of these
properties. The decrease in interest expense iesudt of the repayment of 17 mortgage loans énsiicond quarter of 2012 that had a total
principal balance of $33,381 and a weighted aveirstgeest rate of 6.89%, the prepayment of $199¢dfayur FNMA secured term loan in
August 2012 that had an interest rate of 6.4%, tapgyment of four loans in the second quarter 4B320at had a total principal balance of
$10,377 and a weighted average interest rate of,Ga$%ell as the regularly scheduled amortizatioouo mortgage debts, partially offset by
a mortgage debt of $12,266 with an interest ra®25% we assumed in connection with our acquisiiom triple net leased senior living
community in January 2013.

Gain on lease terminationsGain on lease terminations is a result of our May2agreement with Sunrise for early terminatioins o
leases for the ten communities previously tripleleased to Sunrise; the leases for all of thesseni
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living communities formerly leased to Sunrise wimeninated prior to December 31, 2012, and resitt@dnet gain on lease terminations of
approximately $375.

Gain on sale of propertiesGain on sale of properties is a result of the slene senior living community in August 2013 anab t
rehabilitation hospitals in December 2013.

Managed senior living communities:

All Properties Comparable Properties”
As of the Year As of the Year
Ended Ended
December 31 December 31
2013 2012 2013 2012

Total propertie: 44 39 22 22
# of units / bed: 7,051 6,607 3,323 3,323
Occupancy 87.4% 85.5% 91.2% 87.9%
Average monthly rat $ 4,184 $ 4,027 $ 3,956 $ 3,931

Managed senior living communities, all properties:

Year Ended December 31

2013 2012 Change % Change

Residents fees and servic $ 302,058 $ 184,031 $ 118,027 64.1%
Property operating expens (233,711 (138,819 (94,892 (68.4%
Net operating income (NO 68,347 45,212 23,135 51.2%
Depreciation expens (28,972 (19,437 (9,535 (49.1%
Operating incomi 39,375 25,775 13,600 52.8%
Interest expens (12,217 (11,769 (448 (3.8)%

Net income $ 27,158 $ 14,006 $ 13,152 93.909

Residents fees and servicé®esidents fees and services are the revenuedlestroar managed senior living communities. We
recognize these revenues as services are provitledncrease in residents fees and services ptinratate to the acquisition of 12 managed
senior living communities since January 1, 2012 taedrevenues earned at the ten senior living comities that were formerly leased to
Sunrise, which were transferred to our managed séwiog communities segment during the third andrtb quarters of 2012.

Property operating expenseBroperty operating expenses include expensesr@tcat our managed senior living communities and
they consist of management fees, real estate tatikty, expense, salaries and benefits of propktel personnel, repairs and maintenance
expense, cleaning expense and other direct costesé operating properties. The increase in ptpp@erating expenses primarily relates to
the acquisition of 12 managed senior living comrtiesisince January 1, 2012 and the expenses icattbe ten senior living communities
that were formerly leased to Sunrise, which wenestierred to our managed senior living communitegnsent during the third and fourth
quarters of 2012.

Net operating incomeNOI increased because of the changes in rentafriaccesidents fees and services and property apgrat
expenses described above. The reconciliation of N@&t income for our managed senior living commesisegment is shown in the table
above. Our definition of NOI and our consolidatedregliation of NOI to net income are included below/hon GAAP Financial
Measures”.

Depreciation expenseDepreciation expense increased primarily as atrefakcquisitions of managed senior living commigsit

since January 1, 2012 and the transfer of ten séwiog communities that were formerly triple nesed to Sunrise to our managed senior
living communities segment in the third and fougtiarters of 2012.
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Interest expenselnterest expense for our managed senior livingroanities arises from mortgage debts secured byioeof these
properties. The increase in interest expense isethdt of our assumption of $41,814 of mortgadetslevith a weighted average interest rate
of 5.8% in connection with our acquisition of thm@mmunities in 2012, partially offset by the repa&yrnof one mortgage loan in February
2012 that had a principal balance of approxima#dig,400 and an interest rate of 6.0%.

Managed senior living communities, comparable prigxe (manaded senior living communities we have aagantinuously since January 1,

2012):

Year Ended December 31

2013 2012 Change % Change

Residents fees and servic $ 145,97€¢ $ 140,727 $ 5,249 3.7%
Property operating expens (104,185 (102,814 (1,371 (1.3%
Net operating income (NO 41,791 37,913 3,878 10.2%
Depreciation expens (15,125 (14,628 (497 (3.4%
Operating incomi 26,666 23,285 3,381 14.5%
Interest expens (10,864 (11,261 397 3.5%

Net income $ 15,802 $ 12,024 $ 3,778 31.40,

Residents fees and servic&¥e recognize residents fees and services as esraie provided. Our residents fees and services
increased year over year on a comparable propesig because of an increase in occupancy and agagein the average monthly rates
charged to residents at the 22 communities we hawmed continuously since January 1, 2012.

Property operating expenseBroperty operating expenses consist of propertyagement fees, real estate taxes, utility expense,
salaries and benefit costs of property level parsbmepairs and maintenance expense, cleaningieg@nd other direct costs of operating
properties. Property operating expenses increasecially because of increases in utility expenseal estate taxes, insurance, and other
direct costs of operating properties.

Net operating incomeNOI increased because of the changes in residesssaind services and property operating expensesiuil
above. The reconciliation of NOI to net income far managed senior living communities segment, coaipe properties, is shown in the
table above. Our definition of NOI and our consokdbteconciliation of NOI to net income are includetblw in “Non GAAP Financial
Measures”.

Depreciation expenseDepreciation expense increased as a result ofwehase of improvements made to certain of these
properties.

Interest expenselnterest expense for our managed senior livingroanities arises from mortgage debts secured bypioeof these
properties. Interest expense decreased as a oéshét repayment of one mortgage loan in Febru@f?22hat had a principal balance of
approximately $12,400 and an interest rate of 6.@8%regularly scheduled amortization of our magegeebts.

MOBs:
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Comparable
All Properties Properties "
As of the Year As of the Year
Ended Ended
December 31 December 31
2013 2012 2013 2012
Total propertie: 96 90 78 78
Total buildings 119 113 99 99
Total square fee® 7,882 7,619 6,658 6,558
Occupancy” 94.9% 92.7% 94.6% 94.6%
@) Excludes properties classified in discontinopdrations.
2 Consists of MOBs we have owned continuously silagriary 1, 2012.
3 Prior periods exclude space remeasurements thadey the periods presented.
4 MOB occupancy includes (i) space being fittetifouoccupancy pursuant to existing leases afdg@ce which is leased, but is not
occupied or is being offered for sublease by tesiant
MOBs, all properties:
Year Ended December 31
2013 2012 Change % Change
Rental income $ 204,594 $ 186,065 $ 18,529 10.0%
Property operating expens (66,167 (58,877 (7,290 (12.4%
Net operating income (NO 138,427 127,188 11,239 8.8%
Depreciation expens (53,408 (47,394 (6,014 (12.7%
Impairment of asse' — (3,071 3,071 —%
Operating incom: 85,019 76,723 8,296 10.8%
Interest expens (5,466 (3,255 (2,211 (67.9%
Income from continuing operatiol 79,553 73,468 6,085 8.3%
Discontinued operation
Income from discontinued operatic 5,043 4,061 982 24.2%
Impairment of assets from discontinued operat (37,610 — (37,610 (100.0%
Loss on sale of propertit — (101 101 —%
Net income $ 46,986 $ 77,428 $ (30,442 (39.304

Rental income Rental income increased because of rents from @88420 buildings) we acquired for approximately $348
since January 1, 2012, partially offset by the salene MOB (one building) for approximately $1,1i@Quly 2012 and the loss of rental
income at another MOB (one building) where the leagered in February 2012 and the MOB has remainedntaRental income includes
non-cash straight line rent adjustments totalind $8 and $8,362 and net amortization of approxim#8,776) and $(1,471) of above and
below market lease adjustments for the years eneéedrber 31, 2013 and 2012, respectively.

Property operating expenseBroperty operating expenses consist of propertyagement fees, real estate taxes, utility expense,
salaries and benefit costs of property level parsbrmepairs and maintenance expense, cleaningisgnd other direct costs of operating
properties. Property operating expenses increasealise of our MOB acquisitions since January 1, 204r2ially offset by the sale of one
MOB in July 2012.
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Net operating incomeNOI increased because of the changes in rentafria@nd property operating expenses described abbee.
reconciliation of NOI to net income for our MOB segrhis shown in the table above. Our definition of N@&d @ur consolidated
reconciliation of NOI to net income are includeddwelin “Non GAAP Financial Measures”.

Depreciation expenseDepreciation expense increased primarily becauseioMOB acquisitions since January 1, 2012, plytia
offset by the sale of one MOB in July 2012.

Impairment of assetsDuring 2012, we recorded an impairment of assetsyehaf $3,071 related to one property (one builgiog
reduce the carrying value of this property to &reated fair value.

Interest expenselnterest expense for our MOBs arises from mortgiedss secured by certain of these properties. idrease in
interest expense is the result of our assumptidv8f103 of mortgage debts in connection with agussition of three MOBs (three
buildings) in 2012 with a weighted average interast of 5.9%, partially offset by the repayment oé anortgage loan in April 2012 that had
a principal balance of approximately $2,330 and@uamual interest rate of 6.73%, the repayment ofroaggage loan in October 2012 that had
a principal balance of $4,152 and an interestof®50% and the regularly scheduled amortizatioous mortgage debts.

Income from discontinued operationsicome from discontinued operations relates tddiie MOBs (seven buildings) classified as
held for sale as of December 31, 2013. The increaseome is primarily due to no longer deprecigtthe assets as of the date they met the
held for sale criteria established under GAAP.

Impairment of assets from discontinued operatiddaring the year ended December 31, 2013, we recondegirment of assets
charges of $37,610 to reduce the carrying valdewfof our MOBs (seven buildings) to their estiednet sale prices.

Loss on sale of propertiesn July 2012, we sold one MOB (one building) andrded a loss on sale of properties of approximately
$101.

MOBs, comparable propertiés!OBs we have owned continuously since January 1,)2012

Year Ended December 31

2013 2012 Change % Change

Rental income $ 170,738 $ 174,594 $ (3,856 (2.2%
Property operating expens (54,817 (53,713 (1,104 (2.1%
Net operating income (NO 115,921 120,881 (4,960 (4.1%
Depreciation expens (42,568 (44,761 2,193 4.9%
Operating incomi 73,353 76,120 (2,767 (3.61%
Interest expens (1,124 (1,478 354 24.0%

Net income $ 72229 $ 74642 $ (2,413 (3.2

Rental income Rental income decreased as a result of renewaltzicdéeases at lower rents and lower net non-dasfsi affecting
rental income. Rental income includes non-casligttdine rent adjustments totaling $4,665 and 88,and net amortization of approximately
$(2,340) and $(910) of above and below market ledfestments for the years ended December 31, 2G1 2GR, respectively.

Property operating expenseBroperty operating expenses consist of propertyagrement fees, real estate taxes, utility expense,
salaries and benefit costs of property level parsbrmepairs and maintenance expense, cleaningisgmnd other direct costs of operating
properties. Property operating expenses increasecigally because of increases in utility expenseal estate taxes, insurance, and other
direct costs of operating properties.

Net operating incomeNOI decreased because of the changes in rental meoih property operating expenses described abbee.
reconciliation of NOI to net income for our MOB segrhér comparable properties is shown in
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the table above. Our definition of NOI and our cdigsted reconciliation of NOI to net income are uméd below in “Non GAAP Financial
Measures”.

Depreciation expenseDepreciation / amortization expense decreased pilhintscause of a reduction in amortization of acei
real estate leases and obligations that we amartieethe respective lease terms, partially offgedibincrease in the amortization of leasing
costs.

Interest expensenterest expense for our MOBs arises from mortgage secured by certain of these properties. Thegshm
interest expense is the result of the repaymeahefmortgage loan in April 2012 that had a princlince of approximately $2,330 and an

interest rate of 6.73%, the repayment of one mgedaan in October 2012 that had a principal balafic,152 and an interest rate of 6.50%
and the regularly scheduled amortization of ourtgame debt.

All other operations®

Year Ended December 31

2013 2012 Change % Change

Rental income $ 17577 $ 17,756 $ (179 (1.0%
Expenses

Depreciatior 3,792 3,792 — —

General and administrati 32,657 31,517 1,140 3.6%

Acquisition related cost 3,378 9,394 (6,016 (64.0%

Impairment of asse’ 1,304 — 1,304 —%

Total expense 41,131 44,703 (3,572 (8.0%

Operating los! (23,554 (26,947 3,393 12.6%
Interest and other incon 711 1,117 (406) (36.3%
Interest expens (73,635 (66,686 (6,949 (10.4%
Loss on early extinguishment of de¢ (797 (6,349 5,552 87.4%

Loss before income tax expense and equity in egsrifian investe (97,275 (98,865 1,590 1.6%
Income tax expens (600; (375, (225) (60.0%
Equity in earnings of an invest 334 316 18 5.7%

Net loss $ (97,541 $ (98,924 % 1,383 1.40
@) All other operations includes our wellness cepfeerations that we do not consider a significe@parately reportable segment of

our business and corporate business activitiespandperating expenses that are not attributabtespecific reportable segment.

Rental income Rental income includes non-cash straight line aelistments totaling approximately $1,129 and 34 fér the years
ended December 31, 2013 and 2012, respectivelyaRenbme also includes amortization of approxinya$221 of acquired real estate
leases and obligations for the years ended Dece®ih&013 and 2012.

Depreciation expenseDepreciation expense remained consistent as theeensenellness center acquisitions nor capital
improvement funding since January 1, 2012 and wergdls depreciate our long lived wellness centeetssn a straight line basis.

General and administrative expengBeneral and administrative expenses consist sfgaesuant to our business management

agreement with RMR, equity compensation expensa] g accounting fees and other costs relatimgitstatus as a publicly traded
company. General and administrative expenses isedgarincipally as a result
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of acquisitions of senior living communities and B©for approximately $652,481 since January 1, 2pagially offset by the sale of one
senior living community and two rehabilitation hdafs in 2013 for $92,550 and the sale of one M@Be(building) in July 2012 for
approximately $1,100.

Acquisition related costsAcquisition related costs represent legal anddiligence costs incurred in connection with our asitjon
activity during 2013 and 2012. Acquisition relatasbts decreased as a result of reduced acquiaitidrity and dollar amount of acquisitions
in 2013 versus 2012 as well as licensing and otfgarlatory costs related to the senior living comities formerly leased to Sunrise that were
transferred to our TRS in 2012 .

Impairment of assetén 2013 , we recorded an impairment of assets chafrj,304 related to one property to reduce itsyaag
value to its estimated sales price.

Interest and other incomelhe decrease in interest and other income is pilyréue to the elimination of interest receivedrfr our
$80,000 bridge loan with Five Star, or the Five 8@dge Loan, that was repaid in April 2012. Intér@sd other income also includes interest
on our investable cash and dividend income relttede 250,000 common shares of EQC that we own.

Interest expenselnterest expense increased because of our isso&8880,000 of unsecured senior notes with anésterte of
5.625% in July 2012, partially offset by lower amtaioutstanding under our revolving credit facjlitgduced interest expense because of our
redemption in January 2012 of all $225,000 of a628% unsecured senior notes and the prepaym&aptember 2013 of one mortgage loan
encumbering two of our wellness centers for $ 13)8if9 a weighted average interest rate of 6. 9 %.\@ighted average balance
outstanding and interest rate under our revolvieglic facility was $70,912 and 1.6%, and $163,164 k8%, for the years ended December
31, 2013 and 2012, respectively.

Loss on early extinguishment of debi. September 2013, we prepaid a mortgage loan dpexing two of our wellness centers for
$13,579 that had a maturity date later in 2013. Aesalt of the premiums paid to prepay these mgagawe recorded an aggregate loss on
early extinguishment of debt of $259. In Septenif¥3, we amended our revolving credit facility,uléag in a loss on early extinguishment
of debt of $538. In August 2012, we prepaid appratety $199,197 of the outstanding principal balapiceur Federal National Mortgage
Association, or FNMA , secured term loan; as a tesfuhis prepayment, we recorded a loss on eatipgxishment of debt of $6,349
consisting of a debt prepayment premium, legal &eebthe write off of unamortized deferred financiegs.

Equity in earnings of an investeEquity in earnings of an investee represents oypigrtionate share of earnings from AIC.
Non -GAAP Financial Measures (dollars in thousands, excepgter share amounts)

We provide below calculations of our FFO, Normali#dtD and NOI for the years ended December 31, 20D% 32nd 201 2 .
These measures should be considered in conjunettbmet income, operating income and cash flow faparating activities as presented in
our consolidated statements of income and compsafeimcome and consolidated statements of caslsflbhese measures do not represent
cash generated by operating activities in accomlarith generally accepted accounting principlesGAAP, and should not be considered as
alternatives to net income, operating income oh ¢lsv from operating activities, determined in amtance with GAAP, or as indicators of
our financial performance or liquidity, nor are $beaneasures necessarily indicative of sufficieshdw to fund all of our needs. Other
REITs and real estate companies may calculate Fle@nalized FFO or NOI differently than we do.

Funds From Operations and Normalized Funds From Opamat
We calculate FFO and Normalized FFO as shown bel&W. i§ calculated on the basis defined by the Natidsabciation of Real
Estate Investment Trusts, or NAREIT, which is nebime, calculated in accordance with GAAP, excludinggain or loss on sale of

properties and impairment of real estate assets,rphl estate depreciation and amortization, #isaseertain other adjustments currently not
applicable to us. Our calculation of Normalized FFO
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differs from NAREIT's definition of FFO because welinde estimated percentage rent in the period folwilie estimate that it relates rather
than when it is recognized as income in accordariteGAAP , include estimated business managementtiveefees, if any, only in the
fourth quarter versus the quarter they are receghas expense in accordance with GAAP and excludes#amurelated costs, gain or loss on
early extinguishment of debt, gain or loss on lgasminations and loss on impairment of intangiédsets, if any. We consider FFO and
Normalized FFO to be appropriate measures of opgragnformance for a REIT, along with net income,rafigg income and cash flow

from operating activities. We believe that FFO &latmalized FFO provide useful information to investbecause by excluding the effects of
certain historical amounts, such as depreciatigeese, FFO and Normalized FFO may facilitate a companf our operating performance
between periods and with other REITs. FFO and Normaliz-O are among the factors considered by our BufaFdustees when

determining the amount of distributions to our saitders. Other factors include, but are not limtedequirements to maintain our status as
a REIT, limitations in our revolving credit faciliagreement, term loan agreement and public delgnamts, the availability of debt and
equity capital, our expectation of our future cabiequirements and operating performance, anéxpected needs and availability of cash to
pay our obligations.

Our calculations of FFO and Normalized FFO for thergeended December 31, 201 4 , 201 3 and 201 Eeandciliations of FFO

and Normalized FFO to net income, the most diremiipparable financial measure under GAAP reportediirconsolidated financial
statements, appear in the following table.

For the Year Ended December 31

2014 2013 2012

Net income $ 158,637 $ 151,164 $ 135,884
Depreciation expense from continuing operati 185,391 153,026 139,042
Depreciation expense from discontinued operat — 799 2,414
(Gain) loss on sale of properti® (5,453 (37,392 101
Impairment of assets from continuing operati® (20) 7,989 3,071
Impairment of assets from discontinued operat® 4,377 37,610 —

FFO 342,942 313,196 280,512
Estimated business management incentive® — 75 511
Acquisition related cosi 4,607 3,378 9,394
Loss on early extinguishment of d¢® 12 797 6,349
Gain on lease terminatio® — — (375

Normalized FFC $ 347,561 $ 317,446 $ 296,391
Weighted average shares outstanding (bi 198,868 187,271 169,508
Weighted average shares outstanding (dilL 198,894 187,414 169,671
FFO per share (basic and dilutt $ 1.72 % 167 $ 1.65
Normalized FFO per share (basic and dilu $ 1.75 $ 169 $ 1.75
Net income per share (basic and dilut $ 080 $ 081 $ 0.80
Distributions declared per she $ 156 § 156 § 1.54

(1) During 2014, we sold six senior living commugstiand three MOBSs (three buildings) for total spléces of approximately $27,325
and recognized a gain on sale of approximately33,4 During 2013, we sold two rehabilitation hdaisiand one senior living
community for total sales prices of approximated? $50 and recognized a gain on sale of approxign$8¥,392. During 2012, we
sold one MOE(one building)for approximately $1,100 and recognized a lossabé af approximately $10:
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@)

©)

4)

®)

(6)

During 2014, we recorded a net impairment oé&sadjustment of $10 to adjust the carrying valuvo of our properties to their
estimated sale price less costs to sell. During2pive recorded an impairment of assets charg&,8B9 to reduce the carrying
value of five of our properties to their estimasade price less costs to sell. During 2012, we demban impairment of assets charge
of $3,071 to reduce the carrying value of one afgraperties to its estimated sale price less dossslI.

During 2014, we recorded a net impairment oéssharge of $4,377 to adjust the carrying vafifew MOBs (seven buildings) to
their estimated sales price less costs to selling®013, we recorded an impairment of assets chzr§§87,610 to reduce the
carrying value of four MOBs (seven buildings) toithestimated sale price less costs to sell, whiehrarluded in discontinued
operations

Amounts represent estimated incentive feesumdiebusiness management agreement payable in corsnares after the end of
each calendar year calculated: (i) prior to 201geHaupon increases in Normalized FFO per sharejigthédinning in 2014 based
on common share total return. In calculating nebime in accordance with GAAP, we recognize estimatsthbss management
incentive fee expense, if any, each quarter. Algiowe recognize this expense, if any, each quotgrurposes of calculating net
income, we do not include these amounts in theutation of Normalized FFO until the fourth quarter,igfhis when the actual
expense amount for the year is determined. Adjustsngere made to prior period amounts to confortinéocurrent period
Normalized FFO calculatiol

In 2014, we recorded a net loss on early extstgnent of debt of approximately $12 in connectigti the prepayment of two
mortgages. In September 2013, we recorded a losamnextinguishment of debt of approximately $%838onnection with
amending our revolving credit facility. Also in 2Q48e prepaid certain mortgages and recorded aologsrly extinguishment of
debt of approximately $259. In August 2012, we pigtppproximately $199,197 of the outstanding ppatbalance of our FNMA
secured term loan. As a result of this prepaymentewerded a loss on early extinguishment of del$6¢849 consisting of a debt
prepayment premium, legal fees and the write offrafmortized deferred financing fee

In May 2012, we entered an agreement with iSerfor early terminations of leases for the temownities which were formerly
leased to Sunrise and which were previously schedalegtminate on December 31, 2013; the leasealfof the ten communities
were terminated prior to December 31, 2012, andtegbin a gain on lease terminations of approxitye$875.

Property Net Operating Income (NOI)

We calculate NOI as shown below. We define NOI as ircom our real estate less our property operaipenses. NOI excludes

capitalized tenant improvement costs and leasingnuissions. We consider NOI to be an appropriate smpphtal measure to net income
because it may help both investors and managememiderstand the operations of our properties. ¥¢eNOI internally to evaluate
individual and company wide property level performanand we believe that NOI provides useful infororatp investors regarding our
results of operations because it reflects only@linsome and expense items that are incurred grtperty level and may facilitate
comparisons of our operating performance betweeongreand with other REITs. The calculation of NQtleides certain components of net
income in order to provide results that are moosely related to our properties’ results of operai

The calculation of NOI by reportable segment is ideliiabove in this Item 7. The following table in@sdhe reconciliation of NOI

to net income, the most directly comparable finaheieasure under GAAP reported in our consolidateghfiial statements, for the years
ended December 31, 2014, 2013 and 2012.
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For the Year Ended December 31

Reconciliation of NOI to Net Income: 2014 2013 2012
Triple net senior living communities N( $ 230,718 $ 237,209 $ 246,948
Managed senior living communities N 73,091 68,347 45,212
MOB NOI 198,570 138,427 127,188
All other operations NC 17,944 17,577 17,756
Total NOI 520,323 461,560 437,104
Depreciation expens (185,391 (153,026 (139,042
General and administrative expel (38,946 (32,657 (31,517
Acquisition related cost (4,607 (3,378 (9,394
Impairment of asse® 10 (7,989 (3,071
Operating incom: 291,389 264,510 254,080
Interest and other incon 425 711 1,117
Interest expens (135,114 (117,819 (117,240
Loss on early extinguishment of d¢®? 12) (797, (6,349
Gain on lease terminatio® — — 375
Income before income tax expense and equity iniegsrof an investe 156,688 146,605 131,983
Income tax expens (576, (600 (375,
Equity in earnings of an invest 87 334 316
Income from continuing operatio 156,199 146,339 131,924
Income from discontinued operatic 1,362 5,043 4,061
Loss on impairment from discontinued operati® (4,377 (37,610 —
Income before gain (loss) on sale of propel 153,184 113,772 135,985
Gain (loss) on sale of properti® 5,453 37,392 (101
Net income $ 158,637 $ 151,164 $ 135,884

@

)

©)

4)

®)

During 2014, we recorded a net impairment oé&sadjustment of $10 to adjust the carrying valuvo of our properties to their
estimated sale price less costs to sell. During20We recorded an impairment of assets charg&,889 to reduce the carrying
value of five of our properties to their estimasade price less costs to sell. During 2012, we demban impairment of assets charge
of $3,071 to reduce the carrying value of one afpoperties to its estimated sale price less dossell.

In 2014, we recorded a net loss on early euisignent of debt of approximately $12 in connectigih the prepayment of two
mortgages. In September 2013, we recorded a losamnextinguishment of debt of approximately $%838onnection with
amending our revolving credit facility. Also in 2028e prepaid certain mortgages and recorded aologarly extinguishment of
debt of approximately $259. In August 2012, we pigtppproximately $199,197 of the outstanding ppatbalance of our FNMA
secured term loan. As a result of this prepaymentewerded a loss on early extinguishment of del$6¢849 consisting of a debt
prepayment premium, legal fees and the write offrafmartized deferred financing fee

In May 2012, we entered an agreement with Sunasedrly terminations of leases for the ten commiesiwhich were formerl
leased to Sunrise and which were previously schedalegtminate on December 31, 2013; the leasealfof the ten communities
were terminated prior to December 31, 2012, andtegbin a gain on lease terminations of approxitye$875.

During 2014, we recorded a net impairment oétssharge of $4,377 to adjust the carrying vaffew MOBs (seven buildings) to
their estimated sales price less costs to selling®013, we recorded an impairment of assets ch#r§§87,610 to reduce the
carrying value of four MOBs (seven buildings) toithestimated sale price less costs to sell, whiehrarluded in discontinued
operations

During 2014, we sold six senior living commugstiand three MOBSs (three buildings) for total spléses of approximately $27,325
and recognized a gain on sale of approximately35,Buring 2013, we sold two rehabilitation hospitatel one senior living
community for total sales prices of approximated? $50 and recognized a gain on sale of approxign$8¥,392. During 2012, we
sold one MOB (one building) for
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approximately $1,100 and recognized a loss oncfaeproximately $101
LIQUIDITY AND CAPITAL RESOURCES

Rental income revenues and residents fees anatesmavenues from our leased and managed proparéiesir principal sources of
funds to pay operating expenses, debt service iatribdtions to shareholders. We believe that querating cash flow will be sufficient to
meet our operating expenses and debt service gndistaibutions on our shares for the next 12 merahd for the foreseeable future
thereafter. Our future cash flows from operatintivitees will depend primarily upon our ability to:

« maintain or improve th e occupancy of, and the ratgs at, our properties;
« control operating cost increases ; and
« purchase additional properties which produce cashsfin excess of our cost of acquisition capital property operating
expenses
Our Operating Liguidity and Resources

We generally receive minimum rents monthly or geidytfrom our tenants, we receive percentage rfeais our senior living
community tenants monthly, quarterly or annually are receive residents fees and services revenaesf expenses, from our managed
senior living communities monthly. Our changesasttflows for the year ended December 31, 2014 caedpia the year ended December
31, 2013 were as follows: (i) cash provided by opegatctivities increased from $306.7 million in 20tb $350.9 million in 2014; (ii) cash
used in investing activities increased from $158illion in 2013 to $1.3 billion in 2014; and (iigash (used for) or provided by financing
activities increased from $(156.8) million in 20t63$901.5 million in 2014.

The increase in cash provided by operating aatwitor the year ended December 31, 2014 comparée frior year was due
primarily to increased operating cash flow from aaquisitions after January 1, 2013. The increasagh used in investing activities for the
year ended December 31, 2014 compared to theywarwas due primarily to our acquisition of 4 ptigs (5 buildings) during 2014 for an
aggregate purchase price of $1.2 billion, excludinguisition costs, and net proceeds received 0f3aillion from our sales of nine
properties (nine buildings), compared to our adtjais of twelve properties (thirteen buildings) cugi2013 for an aggregate purchase price of
$ 193.3 million, excluding acquisition costs, ared proceeds received of $92 . 6 million , excludifasing costs, from our sales of three
properties (three buildings) during 2013. The iasre in cash provided by financing activities fer year ended December 31, 2014 compared
to the prior year was due primarily to a public éguiffering, term loan agreement and unsecuredsewite issuances during 2014 to fund
acquisitions.

Our Investment and Financing Liquidity and Resources

As of December 31, 2014, we had $27.6 million of casth cash equivalents and $670.0 million availadlearrow under our
revolving credit facility. We expect to use caslabaes, borrowings under our revolving credit fiagilnet proceeds from offerings of equity
or debt securities and the cash flow from our opematto fund our operations, debt repayments,ibigions, future property acquisitions,
expenditures related to the repair, maintenancermvation of our properties and other generaliassi purposes. We believe such amounts
will be sufficient to fund these activities for thext 12 months and the foreseeable future thereafte

In order to fund acquisitions and to meet cash si¢leak may result from timing differences betweenreageipts of rents and our
desire or need to make distributions or pay opegatr capital expenses, we maintain a $750.0 milliesecured revolving credit facility with
a group of institutional lenders. The maturity det®ur revolving credit facility is January 15,1and, subject to the payment of an
extension fee and meeting certain other conditiseshave an option to extend the stated maturity diour revolving credit facility by one
year to January 15, 2019. In addition, our rev@wnedit facility includes a feature under which maxm borrowings may be increased to up
to $1.5 billion in certain circumstances. Borrowingsler our revolving credit facility bear interest
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LIBOR plus a premium, which was 130 basis points @3eafember 31, 2014. We also pay a facility fee ob&8is points per annum on the
total amount of lending commitments under our revg credit facility. Both the interest rate premmiwand the facility fee are subject to
adjustment based upon changes to our credit rafigscan borrow, repay and reborrow funds availabter our revolving credit facility
until maturity, and no principal repayment is dutilumaturity. As of December 31, 2014, the interas¢ payable on borrowings under our
revolving credit facility was 1.43%. As of December 3014 and February 2 6 , 2015, we had $80.0 miliesh no amounts , respectively,
outstanding under our revolving credit facility. Wey also assume outstanding mortgage debt in ctinnewvith our acquisitions of
properties or place new mortgages on propertieswwe o

When significant amounts are outstanding underewnlving credit facility or as the maturity datfsour revolving credit facility
and term debts approach, we intend to explore altiees for the repayment of amounts due. Suchraltimes may include incurring
additional debt and issuing new equity securities.dfrently have an effective shelf registratiatesnent that allows us to issue public
securities on an expedited basis, but it does smtra that there will be buyers for such securities

In June 2014, we repaid two mortgage notes at ntyafiori approximately $35.8 million with a weighteslerage interest rate of
5.83% encumbering two of our properties. In Octolis¥r42 we repaid a mortgage note for approximatelly. $inillion that had a maturity
date in May 2015 with an interest rate of 6.25% emtwering one of our properties. Also in October 204d prepaid at par our $14.7 million
loan incurred in connection with certain revenuedsoscheduled to mature in December 2027. That ledran interest rate of 5.88 %. In
December 2014, we repaid a mortgage note for appairiy $11.3 million that had a maturity date ity2015 with an int erest rate of 6.37
% encumbering one of our properties. In Febr@®35, we repaid a mortgage note for approximate®Zmillion that had a maturity date
in March 2015 with an interest rate of 6.02% encurimigeone of our properties.

During the year ended December 31, 2014, we acquipedpkrties (5 buildings) located in three statesah aggregate purchase
price of approximately $1.2 billion, excluding dllog costs. At the times of these acquisitions, theperties generated property NOI which
yielded approximately 7.1% of the aggregate grasshase price, based on estimated GAAP revenue,dimgladjustments for above and
below market lease value amortization, less propgrgrating expenses. For more information abougtetlaequisitions, see Note 3 to our
Consolidated Financial Statements appearing in ItBrbelow.

In December 2014, we entered into an agreemeniarac38 senior living communities with 3,466 urdsated in 1 6 states for
$790.0 million, excluding closing costs, and inéhgithe assumption of approximately $153.0 millairmortgage debt with a weighted
average interest rate of 4.8%. Eighteen of thed3Bnaunities, with 1,847 living units, are curreniased to six senior living operators, none
of which are currently SNH tenants. The remaining@munities, with 1,619 living units, are currentianaged by six senior living
operators (including one manager who also leasesfthe 18 leased communities ), none of which areently SNH managers. We
expect to finance this acquisition using cash amdhaorrowings under our revolving credit facilémd with approximately $153.0 million of
assumed mortgage debt. The closing of this acequnisi expected to occur by the end of the secaradtgr of 2015; however, the closing is
contingent upon closing conditions; accordingly,a@a provide no assurance that we will purchase thegerties , that the closing will not
be delayed or that the terms will not change .

In January 2015, we acquired 23 MOBs (23 buildindej approximately $539.0 million, including thesamption of approximately
$30.0 million of mortgage debt with a weighted averagerest rate of 4.73%. The MOBs contain appnately 2.2 million square feet and
are located in 1 2 states. The 23 properties warehpsed from SIR in connection with the acquisitigrSIR of Cole Corporate Income
Trust, Inc., or CCIT. We used borrowings underm@wolving credit facility to close this acquisition

In February 2015, we sold one senior living comrhulticated in Pennsylvania with 120 assisted livings for approximately
$250,000.

During the year ended December 31, 2014, pursudhetterms of our existing leases with Five Starpwehased $25.8 million of
improvements made to our properties leased to &iag and, as a result, the annual rent
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payable to us by Five Star increased by approximn&®1 million. We used cash on hand and borrowimgger our revolving credit facility to

fund these purchases.

During the years ended December 31, 2014 and 2@%B,expenditures made and capitalized for leasistg@nd building
improvements at our MOBs and our capital expenditateour managed senior living communities werebsvis (dollars in thousands):

For the
Year Ended
December 31
2014 2013

MOB tenant improvemen®® $ 7,061 $ 3,323
MOB leasing cost™® 5,613 3,877
MOB building improvement®® 5,677 5,678
Managed senior living communities capital improvets: 8,950 10,820
Development, redevelopment and other activ® 16,784 13,300

Total capital expenditure

Q) Excludes expenditures at properties classifieddnahtinued operation

2) MOB tenant improvements generally include @m@kpenditures to improve tenants’ space or ansgpaid directly to tenants to
improve their spac

3) MOB leasing costs generally include leasing relatests, such as brokerage commissions and otherttemicements

4) MOB building improvements generally include stiaction costs and expenditures to replace olesblgitding components that
extend the useful life of existing ass¢

(5) Development, redevelopment and other activities igdiyanclude (i) major capital expenditures thes @entified at the time of

property acquisition and incurred within a shortipemfter acquiring the property; and (i) majopital expenditure projects that

reposition a property or result in new sources wénee.

During the year ended December 31, 201 4 , commismaatie for expenditures in connection with leasjmace in our MOBs, such
as tenant improvements and leasing costs, werdlas$o(dollars and square feet in thousands, exgepsquare foot amounts):

New Lease  Renewals Total
Square feet leased during the y 148 602 750
Total leasing costs and concession commitm® $ 7,083 $9,060 $ 16,133
Total leasing costs and concession commitmentsqeare foo® $ 4785 $15.04 $ 2152
Weighted average lease term (ye® 8.7 6.2 6.6
Total leasing costs and concession commitmentsqueare foot per yed® $ 551 $ 244 $ 326
1) Includes commitments made for leasing expenelitand concessions, such as tenant improvenhess)g commissions, tenant
reimbursements and free rent. Excludes expendiaitrpsoperties classified in discontinued operati
(2) Weighted based on annualized rental incomsyaunt to existing leases as of December 31, 20dcluding straight line rent

adjustments, estimated recurring expense reimbumstsnand excluding lease value amortizat
As of December 31, 201 4 , our contractual obligatiaere as follows (dollars in thousands):
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Payment due by period

Less than More than
Contractual Obligations Total 1 year 1-3 years 3-5 years 5 years
Long-Term Debt Obligation® $ 2,791,36¢% 70,927$  475,138%  766,133% 1,479,171
Capital Lease Obligatior 12,770 614 1,463 1,820 8,873
Ground Lease Obligatior 1,962 173 268 160 1,361
Interest Expense Obligatio® 1,092,071 133,475 226,404 196,552 535,640
Tenant Related Obligatiol® 12,445 11,373 899 173 —
Total $ 3,910,617 216,562% 704,172$  964,83E$ 2,025,04¢

1) At December 31, 2014, our term debt maturities vesréllows: $60.2 million in 2015; $405.5 million 2016; $61.4 million ir
2017; $89.2 million in 2018; $688.5 million in 2018650.0 million in 2020; $300.0 million in 20211%.4 million in 2022;
$250.0 million in 2024; $3.3 million in 2033; $9&llion in 2038; $350.0 million in 2042; and $4.6lkon in 2043.

2) Projected interest expense is attributable to tdylong term debt obligations listed above attmgsrates and is not intended
project future interest costs which may result frdebt prepayments, new debt issuances or changgsiiast rates
3) Committed tenant related obligations inclueiesing commissions and tenant improvements anosaes on leases in effect as of

December 31, 201

In April 2014, we issued 15,525,000 common sharespnblic offering, raising net proceeds of appraadety $323.3 million, after
underwriting discounts but before expenses. We tisedet proceeds of this offering to repay borrowingtstanding under our revolving
credit facility and for general business purposesduding funding the acquisitions described in &8t.

In April 2014, we sold $400.0 million of 3.25% seniorsecured notes due 2019 and $250,000 of 4.75kr ssrsecured notes due
2024, raising net proceeds of approximately $64dilBon, after underwriting discounts but beforepexses. Interest on the notes is payable
semi-annually in arrears. We used the net procektiés offering for general business purposeduifiag funding the acquisitions described
in Note 3.

In May 2014, we entered into a term loan agreemetht Wiells Fargo Bank, National Association and a syaté of other lenders,
pursuant to which we obtained a $350.0 million eosed term loan. Our term loan matures on JanuargdZD, and is prepayable without
penalty at any time. In addition, our term loadinles a feature under which maximum borrowings neainbreased to up to $700.0 million
in certain circumstances. Our term loan bears istexea rate of LIBOR plus a premium of 140 basistsdhat is subject to adjustment based
upon changes to our credit ratings. We used thproeeeds of our term loan to repay amounts audgtg under our revolving credit facility,
to repay mortgage notes and for general businagoges.

In February 2015, we issued 31,050,000 common shiare public offering, raising net proceeds ofragpmately 660.0 million,
before expenses. We used a portion of the net pdsoef this offering to repay borrowings under mwolving credit facility and intend to use
the remainder for general business purposes, imgudnding in part the pending acquisition of 8&senior living communities.

On January 12, 2015, we declared a quarterly disivibwf $0.39 per common share, or $79.5 millianotir common shareholders
of record on January 23, 2015 for the quarter efdzember 31, 2014. This distribution was paid toetizlders on February 24, 2015 using
cash on hand and borrowings under our revolvinditfacility.

Simultaneous with entering the December 2014 agreeto@tquire 38 senior living communities , we reeeia bridge loan
commitment for $700.0 million from Wells Fargo BamkA. and Citigroup Global Markets, Inc. In
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February 2015, we terminated the bridge loan comenitirin certain circumstances, our failure to cateothe purchase of these 38 senior
living communities , including by reason of ourliildy to finance the acquisition, will result iruoforfeiture of a $35.0 million deposit. We
expect to finance this acquisition using cash amdhaorrowings under our revolving credit facilémd with approximately $153.0 million of
assumed mortgage debt. The unavailability of fif@méor the purchase of the buildings on favorabhens or any delay in obtaining this
financing or in completing this purchase could prws from realizing the benefits that we expemnfthis purchase.

We believe we will have access to various typesrafrfcings, including equity or debt offerings, tadwur future acquisitions and to
pay our debts and other obligations as they beahmeOur ability to complete and the costs of oturidebt transactions depend primarily
upon market conditions and our credit ratings. \&eehno control over market conditions. Our credihgs depend upon evaluations by credit
rating agencies of our business practices and pladsin particular, whether we appear to have liiléyato maintain our earnings and service
our debt funding obligations, to space our debtumitées and to balance our use of equity and depital so that our financial performance
and leverage ratios afford us flexibility to witastl any reasonably anticipatable adverse changesntdhd to conduct our business activities
in a manner which will continue to afford us readseaccess to capital for investment and finaneictiyities. However, there can be no
assurance that we will be able to complete any gaquitiebt offerings or that our cost of any futpuelic or private financings will not
increase.

Off Balance Sheet Arrangements

As of December 31, 2014, we had no off balance shesigements that have had or that we expect woutddsmnably likely to
have a future material effect on our financial déod, changes in financial condition, revenuegxpenses, results of operations, liquidity,
capital expenditures or capital resources.

Debt Covenants

Our principal debt obligations at December 31, 201fewd ) outstanding borrowings under our $750.0iomlunsecured revolving
credit facility; (2) six public issuances of unsezulisenior notes, including: (a) $250.0 millionngipal amount at an annual interest rate of
4.30% due 2016, (b) $400.0 million principal amoah&n annual interest rate of 3.25% due 201%26p.0 million principal amount at an
annual interest rate of 6.75% due 2020, (d) $360l@n principal amount at an annual interest rat®.75% due 2021, (e) $250.0 million
principal amount at an annual interest rate of % e 2024 and (f) $350.0 million principal amoahan annual interest rate of 5.625% due
2042; (3) our $350.0 million principal amount telwan; and (4) $611.3 million aggregate principabamt of mortgages secured by 44 of our
properties (47 buildings) with maturity dates fr@015 to 2043. We also have two properties encumbgredpital leases totaling $12.8
million at December 31, 2014. We had $80.0 milliwtstanding under our unsecured revolving creditifa as of December 31, 2014. Our
unsecured senior notes are governed by an indefthiindenture and its supplements and our réwgleredit facility contain a number of
covenants which restrict our ability to incur delinsjuding debts secured by mortgages on our ptigsen excess of calculated amounts,
require us to maintain a minimum net worth, reswiar ability to make distributions under certaircumstances and generally require us to
maintain certain other financial ratios. Our rewodycredit facility agreement provides for acceliena of payment of all amounts outstanding
upon the occurrence and continuation of certaimtsvef default, such as a change of control ofusch includes RMR ceasing to act as our
business manager and property manager. As of Dexre®ib 2014, we believe we were in compliance witlofthe covenants under our
indenture and its supplements, our revolving criedility and our other debt obligations.

None of our indenture and its supplements, our xénglcredit facility or our other debt obligationsntain provisions for
acceleration which could be triggered by our detiga. However, in certain circumstances, our remgl\credit facility uses our senior debt
rating to determine the fees and the interestpayable by us.

Our public debt indenture and its supplements amd kean contain cross default provisions, whichgarerally triggered upon
default of any of our other debts of at least $Ifillion or, with respect to certain notes undectsindenture and supplements, higher
amounts. Similarly, our revolving credit facilitpitains a cross default provision to any other sleb$25.0 million or more that are recourse
debts and to any other debts of $75.0 million orertbat are non recourse debts.
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Related Person Transactions

We have relationships and historical and contingiagsactions with RMR and others affiliated withIR. For example, we have no
employees and the personnel and various servicesquire to operate our business are provided tyy lBMR pursuant to management
agreements and RMR is owned by our Managing Trest#fe also have relationships with other compatoieghich RMR provides
management services and which have trustees, disetd officers who are also trustees, directodfarers of us or RMR, including: Five
Star, which is our former subsidiary, our largestt® and a manager of certain of our senior liciammunities and of which we are the
largest stockholder; D&R Yonkers LLC, which is ownsddur executive officers and to which one of our ER8bleases a portion of a senior
living community we own in order to accommodatet@iarrequirements of New York healthcare licensing |&BiR, from which we
purchased entities owning 23 MOBs that SIR acquimetie CCIT m erger; and AIC, of which we, RMR, Fstar and four other companies
to which RMR provides management services each opm®gimately 14.3%. We and the other six sharehisldéAIC have property
insurance providing $500,000 of coverage pursuaahtinsurance program arranged by AIC and witheesjo which AIC is a reinsurer of
certain coverage amounts. For further informatiooua these and other such relationships and repsesbn transactions, please see Note 5 to
the Notes to Consolidated Financial Statements dedun Part IV, Iltem 15 of this Annual Report orriRdl0-K, which is incorporated herein
by reference, and the section captioned "Busingsstie in Part |, Item 1 of this Annual Report onRdi0-K. In addition, for more
information about these transactions and relatipsséind about the risks that may arise as a rektliese and other related person
transactions and relationships, please see elsevirnénis Annual Report on Form 10-K, including "Mfisag Concerning Forward Looking
Statements" and Part I, ltem 1A, "Risk Factors."i€spf certain of our agreements with these relpgeties, including our business
management agreement and property management agreeith RMR, our leases, forms of management ageeé&srand related pooling
agreements with Five Star , our agreements with DX&Rkers LLC and its owners, the purchase and sakeaent for the purchase from
SIR of entities owning CCIT’s 23 MOBs and our shalders agreement with AIC and its six other sharmrsl, are publicly available as
exhibits to our public filings with the SEC and assible at the SEC's website.

We believe that our agreements with RMR, Five S3&R Yonkers LLC and its owners, SIR and AIC are on owercially
reasonable terms. We also believe that our relstiips with RMR, Five Star, D&R Yonkers LLC and its ows)eSIR and AIC and their
affiliated and related persons and entities bewsfind, in fact, provide us with competitive adeget in operating and growing our business.

Critical Accounting Policies

Our critical accounting policies are those that Wilve the most impact on the reporting of our faialncondition and results of
operations and those requiring significant judgreemtd estimates. We believe that our judgmentsatichates are consistently applied and
produce financial information that fairly preseots results of operations. Our most critical accmgnpolicies involve our investments in real
property. These policies affect our:

» allocation of purchase prices among various asgegories and the related impact on the recognitfiaental income and

depreciation and amortization exper

« assessment of the carrying values and impairmémesg lived assets; and

« classification of leases.

We allocate the acquisition cost of each propemgstment to various property components suchras tauildings and
improvements and intangibles based on their fdiresg and each component generally has a diffeseful life. For real estate acquired, we
record building, land and improvements, and, iflmaple, the value of in-place leases, the fairkaawalue of above or below market leases
and customer relationships at fair value. We atiotiae excess, if any, of the consideration overfalir value of assets acquired to goodwill.
We base purchase price allocations and the detefimmof useful lives on our estimates and, underescircumstances, studies from
independent real estate appraisal firms to promideket information and evaluations that are relet@management's purchase price
allocations and determinations of useful lives; heevemanagement is ultimately responsible for tinelpase price allocations and
determination of useful lives.
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We compute depreciation expense using the striighinethod over estimated useful lives of up toyéérs for buildings and
improvements, and up to 12 years for personal ptppé@/e do not depreciate the allocated cost af lAde amortize capitalized above market
lease values (included in acquired real estate$as a reduction to rental income over the remgimon-cancelable terms of the respective

leases. We amortize capitalized below market leakees (presented as acquired real estate leagatiins) as an increase to rental income
over the remaining terms of the respective ledasamortize the value of in place leases exclusfithe value of above market and below

market in place leases to expense over the rengaimdin-cancelable periods of the respective leases.dased is terminated prior to its stated

expiration, all unamortized amounts relating tat fease are written off. Purchase price allocati@ggiire us to make certain assumptions and
estimates. Incorrect assumptions and estimates@sait in inaccurate depreciation and amortizatioarges over future periods.

We periodically evaluate our properties for impam Impairment indicators may include decliningatet occupancy, weak or
declining tenant profitability, cash flow or liquitglj our decision to dispose of an asset beforetitkof its estimated useful life and legislative,
market or industry changes that could permaneetiyce the value of a property. If indicators of @inment are present, we evaluate the
carrying value of the related property by compaitrig the expected future undiscounted cash fltse generated from that property. If the
sum of these expected future cash flows is lessttiemnarrying value, we reduce the net carryingevaliithe property to its estimated fair
value. This analysis requires us to judge whethdicétors of impairment exist and to estimate likeelyure cash flows. If we misjudge or
estimate incorrectly or if future tenant operatiomsrket or industry factors differ from our exp@ins we may record an impairment charge
that is inappropriate or fail to record a charge mive should have done so, or the amount of any chalges may be inaccurate.

Each time we enter a new lease or materially modifg)asting lease, we evaluate its classificatioritiger a capital or operating
lease. The classification of a lease as capitaperating affects the carrying value of a propeatywell as our recognition of rental payments
as revenue. These evaluations require us to maikeag¢ss of, among other things, the remaining udééuand fair market value of a leased
property, appropriate discount rates and futuré flasvs. Incorrect assumptions or estimates mayltre@smisclassification of our leases.

These policies involve significant judgments madsda upon experience, including judgments abouéctvaluations, ultimate
realizable value, estimated useful lives, salvagesidual value, the ability and willingness of ¢emants to perform their obligations to us,
and the current and likely future operating and petitive environments in which our properties areraped. In the future, we may need to
revise our carrying value assessments to incor@amé&rmation which is not now known, and such rerisicould increase or decrease our
depreciation expense or impairment charges retatpdoperties we own, result in the classificatiorof leases as other than operating leases
or decrease the carrying values of our assets.

Impact of Inflation

Inflation in the past several years in the Unitéaté& has been modest. Future inflation might Iexle positive and negative impacts
on our business. Inflation might cause the valueusfreal estate to increase. In an inflationanjirenment, the percentage rents which we
receive based upon a percentage of our tenantshues should increase. Further, inflation may peusito increase rents upon renewal or
enter new leases for the leased space for increasedmounts. Offsetting these benefits, inflatisight cause our costs of equity and debt
capital and operating costs to increase. An incrigesar capital costs or in our operating costs mesylt in decreased earnings unless it is
offset by increased revenues. In periods of ragfidtion, our tenants’ or managers’ operating casty increase faster than revenues, which
may have an adverse impact upon us if our tenantsianagers’ operating income from our propertesines insufficient to pay our rents or
returns. To mitigate the adverse impact of incrdasaant financial distress upon us, we generatjyire our tenants to provide guarantees for
our rent. To mitigate the adverse impact of anydased cost of debt capital in the event of mdtenfiation, we previously have purchased
interest rate cap agreements and we may enterdditianal interest rate hedge arrangements inuheé. The decision to enter into these
agreements was and will be based on various fadtatading the amount of our floating rate debt ¢ansling, our belief that material interest
rate increases are likely to occur, the costs dfamr expected benefit from these agreements aon rgguirements of our borrowing
arrangements.
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Impact of Government Reimbursement

As of December 31, 2014, approximately 9 6 % of o0l Was generated from properties where a majorith@fOI is derived
from private resources, and the remaining 4 % ofN@I was generated from properties where a majofith@NOI was derived from
Medicare and Medicaid payments. We own and our tsreard managers operate facilities in many statégarticipate in federal and state
healthcare payment programs, including the feddealicare and state Medicaid programs for servie&dNFs and other similar facilities,
state Medicaid programs for services in certaiisgess living communities, and other federal andesteealthcare payment programs. Because
of the current and projected federal budget dedicd other federal spending priorities and challemgtate fiscal conditions, there have been
numerous recent legislative and regulatory act@mrmoposed actions with respect to federal Medicaties and state Medicaid rates and
federal payments to states for Medicaid prograasswell as existing regulations that impact thesttarg. Further, there are other existing
and recently enacted legislation, and relateddlitam, related to government payments, insurandehaalthcare delivery. Examples of these,
and other information regarding such matters ameéldpments , are provided under the caption “BussireGovernment Regulation and
Reimbursement” above in this Annual Report on FoBrK1We cannot estimate the type and magnitudeesfaimatters. However, these
matters could result in the failure of Medicare,ditaid or private payment rates to cover our ortenaents’ and managers’ costs of providing
required services to residents, in reductions ymnts or other circumstances that could have anmbtdverse effect on the ability of our
tenants to pay rent to us, the profitability of owmnaged senior living communities and the valdesioproperties

Seasonality

Nursing home and assisted living operations haveridslly reflected modest seasonality. During thuguarter holiday periods,
residents at such facilities are sometimes dis@uhtg join in family celebrations and admissionisiens are often deferred. The first quarter
of each calendar year usually coincides with in@dakness among residents which can result in as&d costs or discharges to hospitals. As
a result of these factors and others, these opesasiometimes produce greater earnings in the desahthird quarters of each calendar year
and lesser earnings in the fourth and first calendarters. We do not expect these seasonal diffeseto have a material impact upon the
ability of our tenants to pay our rent or our abito fund our managed senior living operationsar other businesses. Our MOBs and
wellness center business do not typically experiseesonality.

Impact of Climate Change

The current political debate about global climdiargge has resulted in various treaties, laws agulagons which are intended to
limit carbon emissions. We believe these laws beimacted or proposed may cause energy costs ptaperties to increase in the future. In
an effort to reduce the effects of any increasestg@ncosts in the future, we and our manager, RMRticuously study ways to improve the
energy efficiency at all of our properties. RMRaisnember of the Energy Star Partner program, & poogram of the U.S. Environmental
Protection Agency and the U.S. Department of Enerigigh is focused on promoting energy efficiency aostainability at commercial
properties through its “ENERGY STAR” label programnd a member of the U.S. Green Building Council, @pnafit organization focused
on promoting energy efficiency and sustainabilitg@nmmercial properties through its LEED green bogdccertificate program. We do not
expect the direct impact of these possible incieasenergy costs resulting from laws designed tress climate change to be material to our
results of operations because most of the increasstd either may be the responsibility of our tesairectly or in large part may be passed
through by us to our tenants as additional leagenpats or, in the longer term, would be passeditinas higher charges paid by the patients,
residents and other customers of our propertiesglier, increased costs incurred by our managersafiiegst their ability to pay us our
minimum returns and may prevent or reduce any it returns we may receive. Although we do not beli¢is likely in the foreseeable
future, laws enacted to mitigate climate change make some of our buildings obsolete or cause usalce material investments in our
properties which could materially and adverselyaftaur financial condition and results of operasian the financial condition of our tenants
or managers and their ability to pay rent or resumus.

There have recently been severe weather activitidferent parts of the country that some obserbalieve evidence global climate
change . Such severe weather that may result friomaté change may have an adverse e ffect on
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individual properties we own. We mitigate these rigkowning a diversified portfolio of properties alpgl procuring insurance coverage we
believe adequate to protect us from material dasiagd losses from such activities. However, thenebeano assurance that our mitigation
efforts will be sufficient or that storms that magcar due to future climate change or otherwised oot have a materia | adverse e ffect on
our business.

Iltem 7 A. Quantitative and Qualitative DisclosuresAbout Market Risk.
We are exposed to risks associated with marketgersaim interest rates. We manage our exposurastontrket risk by monitoring
available financing alternatives. Other than asdesd below, we do not currently foresee any sigaift changes in our exposure to

fluctuations in interest rates or in how we mandu® éxposure in the near future.

At December 31, 2014, our outstanding fixed rate dethtided the following (dollars in thousands)

Annual Annual
Principal Interest Interest Interest
Debt Balance® Rate ® Expense Maturity Payments Due
Unsecured senior not $ 400,000 3.25% $ 13,000 2019 Sem-Annually
Unsecured senior not 350,000 5.63% 19,688 2042 Quarterly
Unsecured senior not 300,000 6.75% 20,250 2021 Sem-Annually
Unsecured senior not 250,000 4.30% 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
Mortgages 288,519 6.71% 19,360 2019 Monthly
Mortgages 85,085 5.92% 5,040 2016 Monthly
Mortgages 52,000 5.64% 2,933 2016 Monthly
Mortgages 44,687 6.54% 2,923 2017 Monthly
Mortgages® 29,362 6.02% 1,766 2015 Monthly
Mortgages 15,318 6.28% 962 2022 Monthly
Mortgages 12,479 5.66% 706 2015 Monthly
Mortgages 12,184 6.25% 761 2016 Monthly
Mortgages 11,059 6.15% 680 2017 Monthly
Mortgages 9,205 5.95% 548 2038 Monthly
Mortgages 9,195 6.73% 619 2018 Monthly
Mortgages 6,353 5.81% 369 2015 Monthly
Mortgages 6,243 5.97% 373 2016 Monthly
Mortgages 5,625 5.86% 330 2017 Monthly
Mortgages 4,914 5.65% 278 2015 Monthly
Mortgages 4,594 4.38% 201 2043 Monthly
Mortgages 4,403 5.81% 256 2015 Monthly
Mortgages 3,348 6.25% 209 2033 Monthly
Mortgages 2,728 5.88% 160 2015 Monthly
Mortgages 2,723 7.31% 199 2022 Monthly
Mortgages 1,345 7.85% 106 2022 Monthly
$ 2,361,36¢ $ 127,842
Q) We assumed secured fixed rate debt of $30I®mwith a weighted average interest rate of 4&86umbering two properties in

connection with our acquisition of 23 MOBs (23 builgls) in January 2015. As these debt assumptionsrectafter December 31,
2014, they are not reflected in the above te

(2) The principal balances, annual interest ratesannual interest expense are the amounts statteel applicable contracts. In
accordance with GAAP, our carrying values and reabiderest expense may differ from these amourtause of market
conditions at the time we assumed these debts.tablis does not include obligations under capiatés
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3) We repaid this debt in February 20

No principal repayments are due under our unsequggbs or bon ds until maturity. Our mortgage dehuire s principal and interest
payments through maturity pursuant to amortizasiomedules. Because these debts bear interesixatladte, changes in market interest rates
during the term of these debts will not affect auefest obligations. If these debts were refinarateédterest rates which are 100 basis points
higher or lower than shown above, our annual interest would increase or decrease by approxim&286 million.

Changes in market interest rates would affectdivevhlue of our fixed rate debt obligations; ireses in market interest rates
decrease the fair value of our fixed rate debt/evtiécreases in market interest rates increasaithealue of our fixed rate debt. Based on the
balances outstanding at December 31, 2014, andulited cash flow analyses through the respectivantatiates, and assuming no other
changes in factors that may affect the fair valieuw fixed rate debt obligations, a hypotheticahiediate 100 basis point change in interest
rates would change the fair value of those obligetioy approximately $20.9 million.

Our unsecured senior notes and some of our mortgagesin provisions that allow us to make repayseatlier than the stated
maturity date. In some cases, we are not allowedakerearly repayment prior to a cutoff date and weeganerally allowed to make
prepayments only at a premium equal to a make wdmleunt, as defined, which is generally designedesgyve a stated yield to the
noteholder. In the past, we have repurchased ainddesbme of our outstanding debts and we may égmam in the future. These prepayment
rights and our ability to repurchase and retirestautding debt may afford us opportunities to mtgghe risk of refinancing our debts at
maturity at higher rates by refinancing prior totoniy.

At December 31, 2014, our current floating rate ailins consisted of our $750.0 million unsecureglréng credit facility, under
which we had $80.0 million outstanding, and our $83fillion unsecured term loan. Our revolving ctddcility matures in January 2018,
and, subject to our meeting certain conditiondpidiog our payment of an extension fee, we haveofit®n to extend the stated maturity date
by one year to January 2019. No principal repaymare required under our revolving credit faciptyor to maturity, and repayments may be
made, and redrawn subject to conditions, at any titteout penalty. Our term loan matures on Januar?2@30, and is prepayable without
penalty at any time. In addition, our term loadliiies a feature under which maximum borrowings neaynbreased to up to $700.0 million
in certain circumstances.

Borrowings under our revolving credit facility aretr loan are in U.S. dollars and bear interest BOR plus premiums that are
subject to adjustment based upon changes to odit cagings. Accordingly, we are vulnerable to cpesiin U.S. dollar based short term rates,
specifically LIBOR. In addition, upon renewal ofirancing of our revolving credit facility or ouerm loan, we are vulnerable to increases in
interest rate premiums due to market conditionsusmperceived credit characteristics. Generallyhange in interest rates would not affect the
value of our floating rate debt but would affect operating results.

The following table presents the impact a 100 baaist increase in interest rates would have on aoval floating rate interest
expense related to our revolving credit facilityldarm loan debt at December 31, 2014 (dollarkansands).

Impact of Changes in Interest Rate:

Annual
Interest Rate Outstanding Total Interest Earnings per Share
Per Year® Debt Expense Per Yeal Impact ®
At December 31, 201 1.54% $ 430,000 $ 6,622 $ 0.03
100 basis point increa: 254% $ 430,000 $ 10,922 $ 0.05

Q) Weighted based on the outstanding borrowings &eoémber 31, 201.
(2) Based on weighted average number of shares outis¢e(basic and dilutecfor the year ended December 31, 2(
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The following table presents the impact a 100 basist increase in interest rates would have on anuval floating rate interest
expense at December 31, 2014 if we were fully drawaurrevolving credit facility and our term loan reimed outstanding (dollars in
thousands):

Impact of Changes in Interest Rate:

Annual
Interest Rate Outstanding Total Interest Earnings per Share
Per Year® Debt Expense Per Yea Impact ?
At December 31, 201 1.47% $1,100,00C $ 16,170 $ 0.08
100 basis point increa: 2.47% $1,100,00C $ 27,170 $ 0.14

1) Weighted based on the outstanding borrowings &eoémber 31, 201.
(2) Based on weighted average number of shares outis¢e(basic and dilutecfor the year ended December 31, 2(

The foregoing tables show the impact of an immedrateease in floating interest rates. If interedes were to change gradually over
time, the impact would be spread over time. Our exy@o fluctuations in floating interest rates wiltrease or decrease in the future with
increases or decreases in the outstanding amodet oar revolving credit facility or other floatimgte debt.

Although we have no present plans to do so, we méyeifiuture enter into hedge arrangements from tantene to mitigate our
exposure to changes in interest rates.

Item 8. Financial Statements and Supplementary Dat
The information required by this item is includedtem 15 of this Annual Report on Form 4R.

Item 9. Changes in and Disagreements With Accountamibn Accounting and Financial Disclosure.
None.
Item 9A . Controls and Procedures .

As of the end of the period covered by this repmst, management carried out an evaluation, undesupervision and with the
participation of our Managing Trustees, Presidex @hief Operating Officer and Treasurer and Chieéfcial Officer, of the effectiveness

of our disclosure controls and procedures pursigetiite Exchange Act, Rules 1345 and 15d-15. Based upon that evaluation, our

Managing Trustees, President and Chief Operating@fénd Treasurer and Chief Financial Officer coded that our disclosure controls
and procedures are effective.

There have been no changes in our internal coowel financial reporting during the quarter endeddsber 31, 201 4 that have
materially affected, or are reasonably likely totenglly affect, our internal control over finankiaporting.

Management Report on Assessment of Internal Control @er Financial Reporting

We are responsible for establishing and maintaiahkeguate internal control over financial report®gr internal control system is
designed to provide reasonable assurance to owsgearent and Board of Trustees regarding the prépas@nd fair presentation of
published financial statements. All internal consgstems, no matter how well designed, have inhdiraitations. Therefore, even those
systems determined to be effective can provide mragonable assurance with respect to financiamtit preparation and presentation.

Our management assessed the effectiveness of eamahtontrol over financial reporting as of Decentie 201 4 . In making this
assessment, it used the criteria set forth by thar@ittee of Sponsoring Organizations of the
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Treadway Commission ilmternal Control — Integrated Framework2013 framework). Based on our assessment, wevbdhat, as of
December 31, 201 4 , our internal control over faalreporting is effective.

Ernst & Young LLP, the independent registered puaticounting firm that audited our 201 4 consoliddteancial statements
included in this Annual Report on Form 1K, has issued an attestation report on our intevoairol over financial reporting. The report
appears elsewhere herein.

Item 9 B. Other Information .
None.
PART Il
Item 1 0. Directors, Executive Officers and Corporge Governance .
We have a Code of Conduct that applies to all eprasentatives, including our officers and Trusteebemployees of RMR. Our

Code of Conduct is posted on our website, www.snboeit. A printed copy of our Code of Conduct is asailable free of charge to any
person who requests a copy by writing to our Segregenior Housing Properties Trust, Two Newton Pl128&, Washington Street,

Suite 300, Newton, MA 024581634. We intend to disclose any amendments or wateeour Code of Conduct applicable to our priatip
executive officer, principal financial officer, pdipal accounting officer or controller (or any gen performing similar functions) on our

website.
The remainder of the information required by Iltednidincorporated by reference to our definitiveX§r Statement.

Item 1 1. Executive Compensatio n.

The information required by Item 11 is incorporabsdreference to our definitive Proxy Statement.

Item 1 2. Security Ownership of Certain Beneficial @ners and Management and Related Stockholder Matters

Equity Compensation Plan InformatiohVe may grant common shares to our officers andra@mployees of RMR under our 2012
Equity Compensation Plan, or our Share Award Plaaddition, each of our Trustees receives sharpara®f his annual compensation for
serving as a Trustee and such shares are awardedthigplan. The terms of grants made under oaréSAward Plan are determined by the
Compensation Committee of our Board of Trusteethatime of the grant. The following table is adacember 31, 2014:

Number of securities
remaining available for

Number of securities to be Weighted-average future issuance under our
issued upon exercise ¢ exercise price o equity compensation plar
outstanding options, outstanding options, excluding securities
warrants and rights warrants and rights reflected in column (a)
@) (b) ©
Equity compensation plan approved by security hrsl None. None. 2,725,235(1)
Equity compensation plan not approved by secuntgérs None. None. None
Total None. None. 2,725,2351)
1) Consists of shares available for issuanceyauntsto the terms of our Share Award Plan. Sharedsithat are forfeitedr repurchase

will be added to the shares available for issuamcieuour Share Award Pla
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Payments by us to RMR are described in Notes bandhe Consolidated Financial Statements includdart IV, Item 15 of this Annual
Report on Form 18K. The remainder of the information required by It&tnis incorporated by reference to our definifirexy Statement.

Item 1 3. Certain Relationships and Related Transaatns, and Director Independence.

The information required by Item 13 is incorporabsdreference to our definitive Proxy Statement.

Item 1 4. Principal Accountant Fees and Services.

The information required by Item 14 is incorporabsdreference to our definitive Proxy Statement.
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PART IV

Iltem 1 5. Exhibits and Financial Statement Schedals.

(@) Index to Financial Statements and Financiaie®iant Schedules

The following consolidated financial statements findncial statement schedules of Senior Housing €tigs Trust are included on
the pages indicated:

Page

Reports of Ernst & Young LLP, Independent Registeéedounting Firm F-1
Consolidated Balance Sheets as of December 314 and 2013 F-3
Consolidated Statements of Income and Compreheirsieene for each of the three years in the periated

December 31, 204 F-4
Consolidated Statements of Sharehol' Equity for each of the three years in the periodeehDecember 31, 2(4 F-5
Consolidated Statements of Cash Flows for eachedthitee years in the period ended December 31, F-6
Notes to Consolidated Financial Statem: F-8
Schedule Il Real Estate and Accumulated Depreciation as of Dece®ih@014 S-1

All other schedules for which provision is made ia #pplicable accounting regulations of the SEateequired under the related
instructions, or are inapplicable, and thereforeehizeen omitted.

Financial information about Five Star may be foendhe SEC’s website by entering Five Star’s name at
http://www.sec.gov/edgar/searchedgar/companyseanch Reference to Five Star’s financial informatimm this external website is presented
to comply with applicable accounting regulationstef SEC. Except for such financial information @néd therein as is required to be
included herein under such regulations, Five Stauldic filings and other information located intesnal websites are not incorporated by
reference into these financial statements.

(b) Exhibits

Exhibit
Number Description

2.1 Real Estate Purchase and Sale Agreement, dated-abmfary 10, 2014, between Fifty Northern Avenu€ldnd Eleven Fan
Pier Boulevard LLC, as Seller, and Senior HousimgpBrties Trust, as Purchaser (with respect to tbpegties located at 50
Northern Avenue and 11 Fan Pier Boulevard, Bostoi).Nincorporated by reference to the Company’s €urReport on Form
8-K dated February 10, 201«

2.2 Purchase and Sale Agreement and Joint Escrow Irisnactiated as of August 30, 2014, between SC M&gberLLC, Senior
Housing Properties Trust and, to evidence its agese to be bound by the terms of Section 11.2,cBéleome REIT.
(Incorporated by reference to the Comg's Current Report on Forn-K dated August 30, 2014

2.3 Purchase and Sale Agreement and Joint Escrow Iristnactlated as of December 22, 2014, among CNL Vige§troperties,
Inc. and certain of its subsidiaries identifiedréie, as Sellers, and Senior Housing Propertiest,TassPurchaser. (Incorporated
by reference to the Compé’s Current Report on Forn-K dated December 22, 201.

3.1 Composite Copy of Articles of Amendment and Restatenuated September 20, 1999, as amended to &adezl herewith.’
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3.2

3.3

3.4

3.5

3.6

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

8.1

10.1

10.2

10.3

Composite Copy of Articles of Amendment and Restatenated September 20, 1999, as amended to datkdd). (Filed
herewith.)

Articles Supplementary dated May 11, 2000. (Inceaped by reference to the Company’s Quarterly Repoform 10-Q for the
quarter ended March 31, 2000, File Number-15319.)

Articles Supplementary dated March 10, 2004. (Ipocaited by reference to the Company’s Registra&tatement on Form 8-A
dated March 18, 2004, File Number -15319.)

Certificate of Correction dated March 29, 2004c@iporated by reference to the Com’'s Quarterly Report on Form -Q for
the quarter ended March 31, 2004, File Number-15319.)

Amended and Restated Bylaws of the Company, addyteti10, 2014. (Incorporated by reference to @@mpany’s Current
Report on Form-K dated April 10, 2014.

Form of Common Share Certificate. (Incorporateddigrence to the Company’s Quarterly Report on Fodr@ for the quarter
ended March 31, 2014

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

Supplemental Indenture No. 4, dated as of Aprild,® between the Company and U.S. Bank National Assonj related to
6.75% Senior Notes due 2020, including form therflotorporated by reference to the Company’s QugrReport on

Form 1(-Q for the quarter ended March 31, 20:

Supplemental Indenture No. 5, dated as of Januar2d13, between the Company and U.S. Bank Nationaldason, relate
to 4.30% Senior Notes due 2016, including form ther@ncorporated by reference to the Company’s dairiReport on

Form 1(-K for the year ended December 31, 20:

Supplemental Indenture No. 6, dated as of Decemi#208., between the Company and U.S. Bank Nationsb@ation, relate
to 6.75% Senior Notes due 2021, including form tber@ncorporated by reference to the Company’s dairReport on

Form 1(-K for the year ended December 31, 20:

Supplemental Indenture No. 7, dated as of July @02 2between the Company and U.S. Bank National Astogj related to
5.625% Senior Notes due 2042, including form the(kaforporated by reference to the Company’s Regish Statement on
Form ¢-A dated July 20, 2012

Supplemental Indenture No. 8, dated as of AprilZZ8,4, between the Company and U.S. Bank National Aetsmr, related to
3.25% Senior Notes due 2019, including form therflatorporated by reference to the Company’s QdgrReport on Form
1C-Q for the quarter ended March 31, 20!

Supplemental Indenture No. 9, dated as of April2ZZ8,4, between the Company and U.S. Bank National Aetsmr, related to
4.75% Senior Notes due 2024, including form ther@atorporated by reference to the Company’s Qugrieport on Form
1C-Q for the quarter ended March 31, 20!

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

Amended and Restated Business Management Agreeda¢ed, as of December 23, 2013, between the CompahiRein
Management & Research LLC.(+) (Filed herewi

First Amendment to Amended and Restated Businessdédament Agreement, dated as of May 9, 2014, betweé@n R
Management & Research LLC and the Company. (Incatpd by reference to the Company’s Current Repoform 8-K
dated May 7, 2014

Amended and Restated Property Management Agreedeget] as of January 7, 2010, between Reit Manageinen
Research LLC and the Company.(+) (Incorporateceigrence to the Company’s Current Report on Fohdgted January 13,
2010.)
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10.4 First Amendment to Amended and Restated Property anant Agreement, dated as of January 14, 2011ebatReit
Management & Research LLC and the Company.(+) (pmated by reference to the Company’s Annual Repoform 10-K
for the year ended December 31, 20:

10.5 Second Amendment to Amended and Restated Propertgdéarent Agreement, dated as of December 11, 2012eéeReil
Management & Research LLC and the Company.(+) (purated by reference to the Company’s Current RepoForm 8-K
dated December 11, 201

10.6 Third Amendment to Amended and Restated Propertyddament Agreement, dated as of May 9, 2014, betReé
Management & Research LLC and the Company. (Incatpd by reference to the Company’s Current Repoform 8-K
dated May 7, 2014

10.7 1999 Incentive Share Award Plan.(+) (Incorporateddfgrence to the Company’s Registration Statermerfform S-11 (Pre-
effective Amendment No. 2), File No. -69703.)

10.8 Amendment to the 1999 Incentive Share Award Plar{i€prporated by reference to the Company’s Quigrieeport on
Form 1(-Q for the quarter ended June 30, 2003, File Numb#-15319.)

10.9 2003 Incentive Share Award Plan.(+) (Incorporatedéfgrence to the Company’s Quarterly Report omF00-Q for the
quarter ended June 30, 2003, File Number-15319.)

10.10 Form of Restricted Share Agreement.(+) (Incorpatée reference to the Company’s Current Reportamf8-K dated
September 21, 201C

10.11 2012 Equity Compensation Plan.(+) (Incorporateddfgrence to the Compa’'s Current Report on Forn-K dated May 17
2012.)

10.12 Form of Restricted Share Agreement.(+) (Incorpatétg reference to the Company’s Quarterly Repoffam 10-Q for the
quarter ended September 30, 20:

10.13 Form of Indemnification Agreement.(+) (Incorporatadreference to the Company’s Current Report omR&#K dated May 17,
2012))

10.14 Summary of Trustee Compensation.(+) (Incorporateteberence to the Company’s Current Report on Réhdated June 5,
2014.)

10.15 Transaction Agreement, dated December 7, 2001, athengompany, certain subsidiaries of the Companty plaereto, Five
Star Quality Care, Inc., certain subsidiaries oeF8tar Quality Care, Inc. party thereto, FSQ, Incspitality Properties Trust,
HRPT Properties Trust and Reit Management & Rekddr€. (Incorporated by reference to the Compa@usrent Report on
Form ¢K dated December 13, 2001, File Number-15319.)

10.16 Credit Agreement, dated as of June 24, 2011, arfftenGompany, Wells Fargo Bank, National AssociatasAdministrative
Agent, and each of the other financial institutiarisally a signatory thereto. (Incorporated byerence to the Company’s
Current Report on Formr-K dated June 27, 2011

10.17 First Amendment to Credit Agreement, dated as ofédeper 4, 2013, among the Company, Wells Fargo Bdational
Association, as Administrative Agent, and each ofdatieer financial institutions party thereto. (Inporated by reference to the
Compan’s Current Report on Forn-K dated September 4, 201

10.18 Second Amendment to Credit Agreement, dated as ofévia@14, among the Company, Wells Fargo Bank, Natio
Association, as Administrative Agent, and each ofdtier financial institutions party thereto. (Inporated by reference to the
Compan’s Quarterly Report on Form -Q for the quarter ended June 30, 20.
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10.19 Term Loan Agreement, dated as of May 30, 2014, antoem@ompany, Wells Fargo Bank, National Associatam
Administrative Agent, and each of the other finahaistitutions initially a signatory thereto. (onporated by reference to the
Compan’s Current Report on Forn-K dated May 30, 2014

10.20 Key Principal Guaranty and Indemnity Agreement, dae of August 4, 2009, by the Company for the beog&C€Citibank, N.A.
(Incorporated by reference to the Comg's Quarterly Report on Form -Q for the quarter ended June 30, 201

10.21 Amended and Restated Master Lease Agreement (INeasB), dated as of August 4, 2009, among certaisidiaries of the
Company, as Landlord, and Five Star Quality Caresflras Tenant. (Incorporated by reference to tragany’s Quarterly
Report on Form 1-Q for the quarter ended June 30, 20!

10.22 Partial Termination of and First Amendment to Amendad Restated Master Lease Agreement (Lease Naate)] ds of
October 1, 2009, among certain subsidiaries othmmpany, as Landlord, and Five Star Quality Caresf[ias Tenant.
(Incorporated by reference to the Comf's Quarterly Report on Form -Q for the quarter ended September 30, 2C

10.23 Second Amendment to Amended and Restated Master Bgmsement (Lease No. 1), dated as of November 109,20mong
certain subsidiaries of the Company, as Landland,Five Star Quality Care Trust, as Tenant. (Incafeal by reference to the
Compan’s Annual Report on Form -K for the year ended December 31, 20(

10.24 Third Amendment to Amended and Restated Masterd_Agseement (Lease No. 1), dated as of Decembe&20D®, among
certain subsidiaries of the Company, as Landland,Rive Star Quality Care Trust, as Tenant. (Incaafeal by reference to the
Compan’s Annual Report on Form -K for the year ended December 31, 20(

10.25 Partial Termination of and Fourth Amendment to Amehded Restated Master Lease Agreement (Lease Niate) as o
August 1, 2010, among certain subsidiaries of tamgany, as Landlord, and Five Star Quality Caresflras Tenant.
(Incorporated by reference to the Comf's Quarterly Report on Form -Q for the quarter ended September 30, 2C

10.26 Fifth Amendment to Amended and Restated Masterd dggeement (Lease No. 1), dated as of May 1, 2&xhbng certail
subsidiaries of the Company, as Landlord, and Biee Quality Care Trust, as Tenant. (Incorporatetklfsrence to the
Compan’s Current Report on Forn-K dated June 27, 2011

10.27 Partial Termination of and Sixth Amendment to Amended Restated Master Lease Agreement (Lease Naatey ds of
June 1, 2011, among certain subsidiaries of thegaom as Landlord, and Five Star Quality Care TrasstTenant. (Incorporated
by reference to the Compé’s Current Report on Forn-K dated June 27, 2011

10.28 Seventh Amendment to Amended and Restated Mastee llgasement (Lease No. 1), dated as of June 20, 204dng certain
subsidiaries of the Company, as Landlord, and Biee Quality Care Trust, as Tenant. (Incorporatetklfsrence to the
Compan’s Current Report on Forn-K dated June 27, 2011

10.29 Eighth Amendment to Amended and Restated Master Lagim=ment (Lease No. 1), dated as of August 31, 20hang
certain subsidiaries of the Company, as Landland,Five Star Quality Care Trust, as Tenant. (Incafeal by reference to the
Compan’s Quarterly Report on Form -Q for the quarter ended September 30, 2C

10.30 Partial Termination of and Ninth Amendment to Amed@nd Restated Master Lease Agreement (Lease Niatéjl as of
August 1, 2013, among certain subsidiaries of tamgany, as Landlord, and Five Star Quality Caresfltas Tenant.
(Incorporated by reference to the Comf's Quarterly Report on Form -Q for the quarter ended September 30, 2C
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10.31 Partial Termination of and Tenth Amendment to Amenaled Restated Master Lease Agreement (Lease Naate)] ds of
January 22, 2014, among certain subsidiaries o€tmapany, as Landlord, and Five Star Quality Catssflias Tenant.
(Incorporated by reference to the Comg's Annual Report on Form -K for the year ended December 31, 20:

10.32 Partial Termination of and Eleventh Amendment to Aderl and Restated Master Lease Agreement (Leask) Ntated as ¢
October 1, 2014, among certain subsidiaries othmmpany, as Landlord, and Five Star Quality Caresf[ias Tenant.
(Incorporated by reference to the Comg's Quarterly Report on Form -Q for the quarter ended September 30, 2C

10.33 Partial Termination of and Twelfth Amendment to Amedd@nd Restated Master Lease Agreement (Lease Niat&)] as o
October 31, 2014, among certain subsidiaries oCim@pany, as Landlord, and Five Star Quality Catesfl as Tenant.
(Incorporated by reference to the Comg's Current Report on Forn-K dated February 3, 201¢

10.34 Amended and Restated Guaranty Agreement (Lease)Naated as of August 4, 2009, made by Five StadiQuCare, Inc., as
Guarantor, for the benefit of certain subsidiadéthe Company, relating to the Amended and Redtslt@ster Lease Agreement
(Lease No. 1), dated as of August 4, 2009, amortginesubsidiaries of the Company, as Landlord,Rind Star Quality Care
Trust, as Tenant. (Incorporated by reference t@i@pany’s Quarterly Report on Form 10-Q for thertpreended June 30,
2009.)

10.35 Amended and Restated Master Lease Agreement (INeas?), dated as of August 4, 2009, among certdisidiaries of the
Company, as Landlord, and certain subsidiarieswa Btar Quality Care, Inc., as Tenant. (Incorpatdtg reference to the
Compan’s Quarterly Report on Form -Q for the quarter ended June 30, 20!

10.36 Partial Termination of and First Amendment to Amended Restated Master Lease Agreement (Lease Naat2)] ds o
November 1, 2009, among certain subsidiaries oCivapany, as Landlord, and certain subsidiaridswaf Star Quality
Care, Inc., as Tenant. (Incorporated by refereathe Company’s Annual Report on Form 10-K for tearyended
December 31, 2009

10.37 Partial Termination of and Second Amendment to Amdradel Restated Master Lease Agreement (Lease Naat2)] as of
August 1, 2010, among certain subsidiaries of thmfany, as Landlord, and certain subsidiaries \oé Star Quality Care, Inc.,
as Tenant. (Incorporated by reference to the Cogip&uarterly Report on Form 10-Q for the quartedemhSeptember 30,
2010.)

10.38 Third Amendment to Amended and Restated Masterd_Agseement (Lease No. 2), dated as of June 20,, 20dong certain
subsidiaries of the Company, as Landlord, and icestabsidiaries of Five Star Quality Care, Inc.Tasant. (Incorporated by
reference to the Compeé’'s Current Report on Forn-K dated June 27, 2011

10.39 Fourth Amendment to Amended and Restated Master Legrsement (Lease No. 2), dated as of July 22, 2&hbng certain
subsidiaries of the Company, as Landlord, and icestzbsidiaries of Five Star Quality Care, Inc.Tasant. (Incorporated by
reference to the Compé’'s Quarterly Report on Form -Q for the quarter ended June 30, 20.

10.40 Fifth Amendment to Amended and Restated Masterd Aggeement (Lease No. 2), dated as of August 3112, 28mong certai
subsidiaries of the Company, as Landlord, and icestabsidiaries of Five Star Quality Care, Inc.Tasant. (Incorporated by
reference to the Compe’'s Quarterly Report on Form -Q for the quarter ended September 30, 2C

10.41 Partial Termination of and Sixth Amendment to Amended Restated Master Lease Agreement (Lease Naoat2 ds o
September 19, 2013, among certain subsidiarigseo€bmpany, as Landlord, and certain subsidiafi€sve Star Quality Care,
Inc., as Tenant. (Incorporated by reference tadbmpan’s Current Report on Forn-K dated September 19, 201
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10.42 Partial Termination of and Seventh Amendment to Ameerehd Restated Master Lease Agreement (Lease Mateé?) as of
June 1, 2014, among certain subsidiaries of thegaom as landlord, and certain subsidiaries of Sitaz Quality Care, Inc., as
tenant. (Incorporated by reference to the Com’'s Quarterly Report on Form -Q for the quarter ended June 30, 20

10.43 Amended and Restated Guaranty Agreement (Lease)Naated as of August 4, 2009, made by Five Stali@Care, Inc., a
Guarantor, for the benefit of certain subsidiadéthe Company, relating to the Amended and Redtsi@ster Lease Agreement
(Lease No. 2), dated as of August 4, 2009, amortginesubsidiaries of the Company, as Landlord,@rthin subsidiaries of
Five Star Quality Care, Inc., as Tenant. (Incorpatdty reference to the Company’s Quarterly Repoffarm 10-Q for the
quarter ended June 30, 20C

10.44 Amended and Restated Master Lease Agreement (INmas#), dated as of August 4, 2009, among certdisidiaries of the
Company, as Landlord, and certain subsidiarieswa Btar Quality Care, Inc., as Tenant. (Incorpatdtg reference to the
Compan’s Quarterly Report on Form -Q for the quarter ended June 30, 20!

10.45 First Amendment to Amended and Restated Master Legis=ment (Lease No. 4), dated as of October 1, 2066ng certain
subsidiaries of the Company, as Landlord, and icestzbsidiaries of Five Star Quality Care, Inc.Tasant. (Incorporated by
reference to the Compé's Annual Report on Form -K for the year ended December 31, 20(

10.46 Partial Termination of and Second Amendment to Amdradel Restated Master Lease Agreement (Lease Niatéy as of
May 1, 2011, among certain subsidiaries of the Camgpas Landlord, and certain subsidiaries of Star Quality Care, Inc., as
Tenant. (Incorporated by reference to the Com’s Current Report on Forn-K dated June 27, 2011

10.47 Third Amendment to Amended and Restated Masterd_Agseement (Lease No. 4), dated as of June 20,, 20dong certai
subsidiaries of the Company, as Landlord, and icestzbsidiaries of Five Star Quality Care, Inc.Tasant. (Incorporated by
reference to the Compeé's Current Report on Forn-K dated June 27, 2011

10.48 Fourth Amendment to Amended and Restated Master legrsement (Lease No. 4), dated as of August 31, 20hdng
certain subsidiaries of the Company, as Landland,@ertain subsidiaries of Five Star Quality Céme,, as Tenant.
(Incorporated by reference to the Comg’'s Quarterly Report on Form -Q for the quarter ended September 30, 2C

10.49 Fifth Amendment to Amended and Restated Masterd-dagseement (Lease No. 4), dated July 10, 2014, groertain
subsidiaries of the Company, as Landlord, and icestzbsidiaries of Five Star Quality Care, Inc.Tasant. (Incorporated by
reference to the Compé’'s Current Report on Forn-K dated July 10, 2014

10.50 Amended and Restated Guaranty Agreement (Lease)Naatéd as of August 4, 2009, made by Five StaliQuCare, Inc., as
Guarantor, for the benefit of certain subsidiadgéthe Company, relating to the Amended and Redtslit@ster Lease Agreement
(Lease No. 4), dated as of August 4, 2009, amortginesubsidiaries of the Company, as Landlord,@rthin subsidiaries of
Five Star Quality Care, Inc., as Tenant. (Incorpatdty reference to the Company’s Quarterly Repoffarm 10-Q for the
quarter ended June 30, 20C

10.51 Amended and Restated Master Lease Agreement, datefdAugust 4, 2009, among SNH FM Financing LLCHSRM
Financing Trust and Ellicott City Land I, LLC, aahdlord, and FVE FM Financing, Inc., as Tenant.dtporated by reference
to the Compar’s Quarterly Report on Form -Q for the quarter ended June 30, 20!
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Amendment No. 1 to Amended and Restated Masterel&geeement, dated as of August 4, 2009, among SMH F
Financing LLC, SNH FM Financing Trust and EllicoftyCLand I, LLC, as Landlord, and FVE FM Financingg., as Tenant.
(Incorporated by reference to the Comg's Quarterly Report on Form -Q for the quarter ended June 30, 201

Partial Termination of and Amendment No. 2 to Amehded Restated Master Lease Agreement, dated asgofsA31, 201z
among SNH FM Financing LLC, SNH FM Financing Trust &flitott City Land |, LLC, as Landlord, and FVE FM
Financing, Inc., as Tenant. (Incorporated by refeeeto the Company’s Quarterly Report on Form 1@QHe quarter ended
September 30, 201z

Amended and Restated Guaranty Agreement, datedfasyoft 4, 2009, made by Five Star Quality Care,,las Guarantor, for
the benefit of SNH FM Financing LLC, SNH FM Financifigist and Ellicott City Land I, LLC, relating toélAmended and
Restated Master Lease Agreement, dated as of Aug809, among SNH FM Financing LLC, SNH FM Financingstrand
Ellicott City Land I, LLC, as Landlord, and FVE FMnancing, Inc., as Tenant. (Incorporated by refeeeto the Company’s
Quarterly Report on Form -Q for the quarter ended June 30, 20!

Lease Realignment Agreement, dated as of August08, 20nong the Company and certain of its subseliaend Five Star
Quality Care, Inc. and certain of its subsidiar{@scorporated by reference to the Company’s Quigrieeport on Form 10-Q for
the quarter ended June 30, 20(

Amended and Restated Pooling Agreement No. 1, datesbé&rc30, 2012, between FVE Managers, Inc. and oestdisidiaries
of the Company, amending and restating the Podlgrgement, dated as of May 12, 2011, between sutiepafincorporated
by reference to the Compé’s Quarterly Report on Form -Q for the quarter ended September 30, 2C

Pooling Agreement No. 2, dated October 30, 2012, behk®& Managers, Inc. and certain subsidiaries ofXompany.
(Incorporated by reference to the Comf's Quarterly Report on Form -Q for the quarter ended September 30, 2C
Pooling Agreement No. 3, dated as of November 1, 204f8yeen FVE Managers, Inc. and certain subsidiafiise Company
(Incorporated by reference to the Comf's Quarterly Report on Form -Q for the quarter ended March 31, 20!
Representative form of Accession Agreement, daseaf &lovember 1, 2012, by SNH SE Tenant TRS, Inavor of FVE
Managers, Inc., relating to Pooling Agreement Naldted as of October 30, 2012, between FVE Manalyersand certain
subsidiaries of the Company. (Incorporated by esfee to the Company’s Quarterly Report on Form 10+Qhie quarter ended
September 30, 201z

Representative form of Accession Agreement, daseaf ®ecember 1, 2014, by SNH SE Tenant TRS, Inaviorfof FVE
Managers, Inc., relating to Pooling Agreement Nalé8ed as of November 1, 2013, between FVE Manalyersand certain
subsidiaries of the Company. (Incorporated by efee to the Compa’s Current Report on Forn-K dated February 3, 201¢
Representative form of Management Agreement fastskliving communities, dated as of May 12, 20ddfween FVE
Managers, Inc., as Manager, and SNH SE BurlingtaraiieLLC, as Owner. (Incorporated by reference éoGbmpany’s
Current Report on Forr-K dated May 13, 2011

Amendment to AL Management Agreements, dated JulYQ14, between FVE Managers, Inc. and certain digvigs of the
Company. (Incorporated by reference to the Com’s Current Report on Forn-K dated July 10, 2014
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Amended and Restated Shareholders Agreement, datg@M 2012, among Affiliates Insurance Companye Btar Quality
Care, Inc., Hospitality Properties Trust, CommonWeRIEIT, the Company, TravelCenters of America LR@jt Management
& Research LLC, Government Properties Income Taunst Select Income REIT. (Incorporated by referéandbe Company’s
Quarterly Report on Form -Q for the quarter ended June 30, 20.

Lease for 50 Northern Avenue (Parcel A — Fan Pierf@gdMassachusetts, dated as of May 5, 2011, bet@&NéhFan Pier,
Inc. (as successor by assignment from Fifty Northferenue LLC) and Vertex Pharmaceuticals Incorparati@corporated by
reference to the Compé’'s Quarterly Report on Form -Q for the quarter ended June 30, 20.

First Amendment to Lease, dated as of April 11, 2@0&2veen SNH Fan Pier, Inc. (as successor by assigrfnrom Fifty
Northern Avenue LLC) and Vertex Pharmaceuticals fpomated. (Incorporated by reference to the ComigaQuarterly Report
on Form 1-Q for the quarter ended June 30, 20.

Second Amendment to Lease, dated as of March 28, B@tween SNH Fan Pier, Inc. (as successor by assigrfrom Fifty
Northern Avenue LLC) and Vertex Pharmaceuticals fpomated. (Incorporated by reference to the ComigaQuarterly Report
on Form 1-Q for the quarter ended June 30, 20.

Lease for 11 Fan Pier Boulevard (Parcel B — Fan) Bieston, Massachusetts, dated as of May 5, 28dtiyeen SNH Fan Pier,
Inc. (as successor by assignment from Eleven FemBeiulevard LLC) and Vertex Pharmaceuticals Inocafed. (Incorporated
by reference to the Compé's Quarterly Report on Form -Q for the quarter ended June 30, 20.

First Amendment to Lease, dated as of October 3111 2fetween SNH Fan Pier, Inc. (as successor byrassig from Eleven
Fan Pier Boulevard LLC) and Vertex Pharmaceutitrasrporated. (Incorporated by reference to the gamy’s Quarterly
Report on Form 1-Q for the quarter ended June 30, 20

Second Amendment to Lease, dated as of April 112 20dtween SNH Fan Pier, Inc. (as successor by assigrfrom Eleven
Fan Pier Boulevard LLC) and Vertex Pharmaceutibasrporated. (Incorporated by reference to the gamy’s Quarterly
Report on Form 1-Q for the quarter ended June 30, 20

Third Amendment to Lease, dated as of November @82 2between SNH Fan Pier, Inc. (as successor byrassnt from
Eleven Fan Pier Boulevard LLC) and Vertex Pharmacals Incorporated. (Incorporated by referencthioCompany’s
Quarterly Report on Form -Q for the quarter ended June 30, 20.

Fourth Amendment to Lease, dated as of March 28} 28dtween SNH Fan Pier, Inc. (as successor by assigrfrom Eleven
Fan Pier Boulevard LLC) and Vertex Pharmaceutibasrporated. (Incorporated by reference to the @amy’s Quarterly
Report on Form 1-Q for the quarter ended June 30, 20

Villa Valencia Agreement, dated July 10, 2014, betw@NiH SE Tenant Inc. and certain other subsidiafigseoCompany and
FVE Managers, Inc. (Incorporated by reference éoQompan’s Current Report on Forn-K dated July 10, 2014
Computation of Ratio of Earnings to Fixed ChargE#ed herewith.’

Subsidiaries of the Company. (Filed herewi

Consent of Ernst & Young LLP. (Filed herewit

Consent of Sullivan & Worcester LLP. (ContainedEixhibit 8.1.)

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

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

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

32.1 Section 1350 Certification. (Furnished herewi

99.1 Master Lease Agreement, dated as of September &, 26ng certain subsidiaries of the Company, aslload, and Five Star
Quality Care-RMI, LLC, as Tenant. (Incorporatedrbference to the Company’s Annual Report on FornK I6r the year
ended December 31, 2008, File Number-15319.)

99.2 Guaranty Agreement, dated as of September 1, 2088e oy Five Star Quality Care, Inc., for the bareffcertain subsidiaries
of the Company. (Incorporated by reference to tamgany’s Annual Report on Form 10-K for the yeademhDecember 31,
2008, File Number 0(-15319.)

99.3 Lease Agreement, dated as of June 20, 2011, betwéldi FA SE McCarthy New Bern LLC, as Landlord, and F8E
McCarthy New Bern LLC, as Tenant. (Incorporated dfgrence to the Company’s Current Report on Fondgted June 27,
2011))

99.4 Guaranty Agreement, dated as of June 20, 2011, FieenStar Quality Care, Inc. in favor of SNH/LTA SEc@arthy New
Bern LLC. (Incorporated by reference to the Com|'s Current Report on Forn-K dated June 27, 2011

99.5 Lease Agreement, dated as of June 23, 2011, betwéldi A SE Wilson LLC, as Landlord, and FVE SE WilsbhC, as
Tenant. (Incorporated by reference to the Com’s Current Report on Forn-K dated June 27, 2011

99.6 Guaranty Agreement, dated as of June 23, 2011, fiwenStar Quality Care, Inc. in favor of SNH/LTA SEI¥én LLC.
(Incorporated by reference to the Comf's Current Report on Forn-K dated June 27, 2011

99.7 Registration Rights Agreement, dated as of Augu2089, between Five Star Quality Care, Inc. and the@my. (Incorporate
by reference to the Compé’s Quarterly Report on Form -Q for the quarter ended June 30, 20!

99.8 Operations Transfer Agreement, dated as of May @92 2among FVE Managers, Inc., certain subsidiafe&unrise Senior
Living, Inc. and certain subsidiaries of the Compé&incorporated by reference to the Company’s €natrReport on Form 8-K
dated May 29, 2012

99.9 Pooling Agreement, dated August 31, 2012, between IE\Managers, Inc. and certain subsidiaries of teenBany.
(Incorporated by reference to the Comf's Quarterly Report on Form -Q for the quarter ended September 30, 2C

99.10 Representative form of Management Agreement faepeddent living communities, dated as of DecembgfQ%1, between
FVE IL Managers, Inc., as Manager, and SNH IL ProgeiTrust, as Owner. (Incorporated by referendbedCompany’s
Annual Report on Form K for the year ended December 31, 20:

99.11 Sublease Agreement, dated as of August 31, 201®ebatSNH Yonkers Tenant Inc., as Sublessor, and D&R &fsrild C, as
Subtenant. (Incorporated by reference to the Cogip&uarterly Report on Form 10-Q for the quartedeshSeptember 30,
2012.)

99.12 Management Agreement, dated as of August 31, 2@t den FVE Managers, Inc., as Manager, and D&R Yorlkets as
Licensee. (Incorporated by reference to the Compa@yarterly Report on Form 10-Q for the quarter enSeptember 30,
2012))

99.13 Representative form of Indemnification Agreementedaas of August 31, 2012, relating to D&R Yonkers Lil@corporated
by reference to the Compé’s Quarterly Report on Form -Q for the quarter ended September 30, 2C
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99.14 Amendment to IL Management Agreements, dated JulpaD4, between FVE IL Managers, Inc. and certabsigliaries of the
Company. (Incorporated by reference to the Com’s Current Report on Forn-K dated July 10, 2014
101.1 The following materials from the Company’s Annual Bemn Form 10-K for the year ended December 314 Z6dmatted in
XBRL (eXtensible Business Reporting Language):h@ €onsolidated Balance Sheets, (ii) the Cons@ii8tatements of
Income and Comprehensive Income, (iii) the Constdéid Statements of Shareholders’ Equity, (iv) tbegblidated Statements
of Cash Flows, and (v) related notes to these fidustatements, tagged as blocks of text and taildé~iled herewith.

(+) Management contract or compensatory plan @ngement.

110



Table of Content
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Trustees and Shareholders of Senior HousiopeRties Trust:

We have audited the accompanying consolidated balsineets of Senior Housing Properties Trust (the{@any”) as of December 31, 2014
and 2013, and the related consolidated stateméitsame and comprehensive income, shareholdetstyeqnd cash flows for each of the
three years in the period ended December 31, ZDddaudits also included the financial statemehedale listed in the Index at Item 15(a).
These financial statements and schedule are thensility of the Company’s management. Our resgiility is to express an opinion on
these financial statements and schedule basedraudiis.

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversight Bdainited States). Those
standards require that we plan and perform the émdibtain reasonable assurance about whethemidwecial statements are free of material
misstatement. An audit includes examining, on tiliasis, evidence supporting the amounts and disis in the financial statements. An
audit also includes assessing the accounting pieeiused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thatmdits provide a reasonable basis for our opinio

In our opinion, the financial statements referedlbove present fairly, in all material respedts, ¢donsolidated financial position of Senior
Housing Properties Trust at December 31, 2014 and, 201 the consolidated results of its operationkits cash flows for each of the three
years in the period ended December 31, 2014, irocanity with U.S. generally accepted accounting gples. Also, in our opinion, the
related financial statement schedule, when congidereelation to the basic financial statement&ialis a whole, presents fairly in all
material respects the information set forth therein

We also have audited, in accordance with the stasdzrthe Public Company Accounting Oversight Boaidifed States), Senior Housing
Properties Trust 's internal control over finanagborting as of December 31, 2014, based on aitstablished in Internal Control—
Integrated Framework issued by the Committee of Spamg Organizations of the Treadway Commission (Z@dr@ework) and our report
dated February 27, 2015 expressed an unqualifisdoopthereon.

/sl Ernst & Young LLP

Boston, Massachusetts
February 27, 2015
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Trustees and Shareholders of Senior HousiopeRties Trust:

We have audited Senior Housing Properties Trust&rmal control over financial reporting as of Deder 31, 2014, based on criteria
established in Internal Control—Integrated Framewsskied by the Committee of Sponsoring Organizatafrthe Treadway Commission
(2013 framework) (the COSO criteria). Senior Houddngperties Trust's management is responsible fantaiaing effective internal control
over financial reporting, and for its assessmenhefeffectiveness of internal control over finaheceporting included in Item 9A of Senior
Housing Properties Trust’s Annual Report on Form-KQunder the heading Management Report on Assessshémternal Control Over

Financial Reporting. Our responsibility is to exggen opinion on the company’s internal controlrdivexncial reporting based on our audit.

We conducted our audit in accordance with the stalsdaf the Public Company Accounting Oversight Ba@idited States). Those standards
require that we plan and perform the audit to obta&isonable assurance about whether effectivenaiteontrol over financial reporting was
maintained in all material respects. Our audit ideli obtaining an understanding of internal corarar financial reporting, assessing the risk
that a material weakness exists, testing and etiafpitne design and operating effectiveness ofiralecontrol based on the assessed risk, and
performing such other procedures as we consideregbnary in the circumstances. We believe that adit provides a reasonable basis for
our opinion.

A company’s internal control over financial repogtiis a process designed to provide reasonableaassiregarding the reliability of financial
reporting and the preparation of financial statetséor external purposes in accordance with geneaaitepted accounting principles. A
company'’s internal control over financial reportingludes those policies and procedures that (ftaimeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettifansactions and dispositions of the assetsofdmpany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgeeparation of financial statements in accor@éawith generally accepted accounting
principles, and that receipts and expenditures®ftbmpany are being made only in accordance witioaimations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely detedfainauthorized acquisition, use, or
disposition of the company’s assets that could lzarmterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detisstatements. Also, projections of any
evaluation of effectiveness to future periods aifgect to the risk that controls may become inadégbecause of changes in conditions, or
that the degree of compliance with the policiesrocedures may deteriorate.

In our opinion, Senior Housing Properties Trustmteined, in all material respects, effective in&rrontrol over financial reporting as of
December 31, 2014, based on the COSO criteria.

We also have audited, in accordance with the stasdzrthe Public Company Accounting Oversight Boatdifed States), the 2014
consolidated financial statements of Senior HouBiraperties Trust and our report dated Februarp@¥5 expressed an unqualified opinion
thereon.

/sl Ernst & Young LLP

Boston, Massachusetts
February 27, 2015
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SENIOR HOUSING PROPERTIES TRUST

CONSOLIDATED BALANCE SHEETS

(IN THOUSANDS, EXCEPT SHARE AMOUNTS)

December 31

2014 2013
ASSETS
Real estate propertie
Land $ 683,979 $ 623,756
Buildings, improvements and equipmt 5,554,637 4,639,86¢
6,238,611 5,263,62¢
Less accumulated depreciati 983,85C 840,76C
5,254,761 4,422 ,86%
Cash and cash equivale! 27,594 39,233
Restricted cas 10,544 12,514
Investments in available for sale securi 23,993 29,078
Deferred financing fees, n 30,549 27,975
Due from affiliate 18,296 19,618
Acquired real estate leases and other intangilsletsisne 472,788 103,494
Other asset 129,744 109,889
Total asset $ 5968,26¢ $ 4,764,66¢€
LIABILITIES AND SHAREHOLDERE EQUITY
Unsecured revolving credit facilii $ 80,000 $ 100,00C
Unsecured term loa 350,00C —
Senior unsecured notes, net of discc 1,743,62¢ 1,093,337
Secured debt and capital lea 627,076 699,427
Accrued interes 20,046 15,839
Due to affiliate 11,675 11,876
Assumed real estate lease obligations 122,826 12,528
Other liabilities 60,611 54,670
Total liabilities 3,015,862 1,987,677
Commitments and contingenci
Shareholde' equity:
Common shares of beneficial interest, $.01 pareze220,000,000 shares authorized, 203,910,305 and
188,167,64sharesissuecandoutstandincat December 31, 2014 and 2013, respecti 2,039 1,881
Additional paid in capita 3,825,062 3,497,59(
Cumulative net incom 1,353,622 1,194,98t
Cumulative other comprehensive inco 3,329 8,412
Cumulative distribution (2,231,646 (1,925,879
Total shareholde’ equity 2,952,407 2,776,98¢
Total liabilities and sharehold¢ equity $ 5968,26¢ $ 4,764,66¢

See accompanying notes.
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SENIOR HOUSING PROPERTIES TRUST

CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME

(AMOUNTS IN THOUSANDS, EXCEPT PER SHARE DATA)

Year Ended December 31

2014 2013 2012
Revenues
Rental income $ 526,703 $ 459,380 $ 450,769
Residents fees and servic 318,184 302,058 184,031
Total revenue 844,887 761,438 634,800
Expenses
Property operating expens 324,564 299,878 197,696
Depreciatior 185,391 153,026 139,042
General and administrati\ 38,946 32,657 31,517
Acquisition related cosi 4,607 3,378 9,394
Impairment of asse’ (10) 7,989 3,071
Total expense 553,498 496,928 380,720
Operating incomi 291,389 264,510 254,080
Interest and other incon 425 711 1,117
Interest expens (135,114 (117,819 (117,240
Loss on early extinguishment of de (12) (797, (6,349
Gain on lease terminatiol — — 375
Income from continuing operations before incomeegpense and equity in earnings of an
investee 156,688 146,605 131,983
Income tax expens (576, (600 (375,
Equity in earnings of an invest 87 334 316
Income from continuing operatiol 156,199 146,339 131,924
Discontinued operation
Income from discontinued operatic 1,362 5,043 4,061
Loss on asset impairment from discontinued opera (4,377 (37,610 —
Income before gain (loss) on sale of propel 153,184 113,772 135,985
Gain (loss) on sale of properti 5,453 37,392 (101
Net income 158,637 151,164 135,884
Other comprehensive inconr
Change in net unrealized gain / loss on investnr (5,085 3,901 8,312
Share of comprehensive (loss) income of an inve 2 (51) 22
Comprehensive incon $ 153,554 $ 155,014 $ 144,218
Weighted average shares used in computing earpgrgsommon shart
Basic 198,868 187,271 169,508
Diluted 198,894 187,414 169,671
Earnings per common share (basic and dilut
Income from continuing operatiol $ 081 $ 098 $ 0.78
Discontinued operatior (0.01 0.17 0.02
Net income $ 080 $ 081 $ 0.80

See accompanying notes.
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Balance at December 31, 201:
Comprehensive inconr
Distributions

Issuance of shar¢

Share grant

Balance at December 31, 201:
Comprehensive incorr
Distributions

Issuance of shar¢

Share grant

Balance at December 31, 201:
Comprehensive incorr
Distributions

Issuance of shar¢

Share grant

Balance at December 31, 201«

SENIOR HOUSING PROPERTIES TRUST

CONSOLIDATED STATEMENTS OF SHAREHOLDERS ' EQUITY

(AMOUNTS IN THOUSANDS , EXCEPT SHARE DATA)

Cumulative
Additional Other
Number of Common Paid-in Cumulative Cumulative Comprehensive

Shares Shares Capital Net Income Distributions Income Totals
162,646,04¢ $ 1,626 $2,944,21z $ 907,937 $ (1,377,397 $ (3,772 $ 2,472,60€
— — — 135,884 — 8,334 144,218
— — — — (259,537 — (259,537
13,800,00( 138 286,914 — — — 287,052
107,554 1 2,228 — — — 2,229
176,553,60( $ 1,765 $ 3,233,354 $ 1,043,821 $ (1,636,934 $ 4,562 $ 2,646,56¢
— — — 151,164 — 3,850 155,014
— — — — (288,945 — (288,945
11,500,00( 115 261,698 — — — 261,813
114,043 1 2,538 — — — 2,539
188,167,64: $ 1,881 $3,497,59C $ 1,194,98t $ (1,925,879 $ 8,412 $ 2,776,98¢
— — — 158,637 — (5,083 153,554
— — — — (305,767 — (305,767
15,648,462 156 325,455 — — — 325,611
94,200 2 2,018 — — — 2,020
203,910,30¢ $ 2,039 $3,825,06% $1,35362z $ (2,231,646 $ 3,329 $ 2,952,407

See accompanying notes.
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SENIOR HOUSING PROPERTIES TRUST

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activitie
Net income

(AMOUNTS IN THOUSANDS)

Year Ended December 31

Adjustments to reconcile net income to cash praviole operating activities

Depreciatior

Net amortization of debt discounts, premiums arfdrded financing fee

Straight line rental incom

Amortization of acquired real estate leases andrattiangible asse

Loss on early extinguishment of de
Impairment of asse!
Gain on lease terminatiol
(Gain) loss on sale of properti
Equity in earnings of an invest
Change in assets and liabiliti¢
Restricted cas
Other asset
Accrued interes
Other liabilities
Cash provided by operating activiti
Cash flows from investing activitie
Real estate acquisitions and depc
Real estate improvemer
Principal payments on loan receiva
Investment in Affiliates Insurance Compa
Proceeds from sale of propert
Cash used for investing activiti
Cash flows from financing activitie
Proceeds from issuance of common shares

Proceeds from issuance of unsecured senior naesf discoun

Proceeds from unsecured term I¢
Proceeds from borrowings on revolving credit fagi
Repayments of borrowings on revolving credit fagi
Redemption of senior not
Repayment of other de
Payment of deferred financing fe
Distributions to shareholde
Cash provided by (used for) financing activit
(Decrease) increase in cash and cash equive
Cash and cash equivalents at beginning of pe
Cash and cash equivalents at end of pe

2014 2013 2012
$ 158637 $ 151,164 $ 135,884
185,391 153,825 141,456
6,319 6,042 5,327
(9,672 (7,080 (13,849
(2,322 3,656 1,597
12 797 6,349
4,367 45,599 3,071
— — (375,
(5,453 (37,392 101
(87) (334 (316
1,970 (3,082 (2,304
(1,102 (11,051 991
4,207 82 (6,524
8,634 4,477 11,894
350,901 _ 306,703 __ 283,302
(1,225,77¢ (193,303 (316,769
(64,754 (52,270 (50,131
— — 38,000
(825, = =
27,325 92,550 1,041
(1,264,024 _ (153,023 _ (327,859
322,807 261,813 287,052
648,915 — 350,000
350,000
570,00 275,000 669,000
(590,000 (365,000 (479,000
— — (225,000
(86,432 (36,371 (266,528
(8,039 (3,326 (12,608
(305,767 _ (288,945 _ (259,537
001,484 _ (156,829 63,379
(11,639 (3,149 18,822
39,233 42,382 23,560
$ 27594 $§ 39233 $ 42,382

See accompanying notes.
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SENIOR HOUSING PROPERTIES TRUST
CONSOLIDATED STATEMENTS OF CASH FLOWS
(AMOUNTS IN THOUSANDS)

Year Ended December 31

2014 2013 2012

SUPPLEMENTAL CASH FLOW INFORMATION

Interest paic $ 124588 $ 111,695 $ 118,437

Income taxes pai 155 600 389
NON-CASH INVESTING ACTIVITIES:

Acquisitions funded by assumed d (15,630 (12,266 (121,793
NON-CASH FINANCING ACTIVITIES:

Assumption of mortgage notes paya 15,630 12,266 121,793

Issuance of common shai 4,823 2,541 2,229

See accompanying notes.

F-7



Table of Content
SENIOR HOUSING PROPERTIES TRUST

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(dollar amounts in thousands, except per share datar as otherwise stated)

Note 1. Organization

We are a real estate investment trust, or REITamizgd under Maryland law. At December 31, 2014, weenl 370 properties ( 397
buildings) located in 38 states and Washington, D.C.

Note 2. Summary of Significant Accounting Policies

BASIS OF PRESENTATION. Our consolidated financial steats include the accounts of Senior Housing Ptigsefrust, or SNH, we, us
or our, and our subsidiaries, all of which are 108#hed directly or indirectly by us. All intercompatransactions and balances with or
among our consolidated subsidiaries have beenredienl.

REAL ESTATE PROPERTIES. We record properties atomst and provide depreciation on real estate invests on a straight line basis
over estimated useful lives generally ranging fibio 12 years for furniture, fixtures and equipment=F&E, and up to 40 years for
buildings and improvements. We estimate the puebpaise allocations and the useful lives of ourpgmies. In some circumstances, we
engage independent real estate appraisal firmsotade market information and evaluations whichr@levant to our purchase price
allocations and determinations of useful lives; hesvewe are ultimately responsible for the purcha$ee allocations and determinations of
useful lives.

We allocated the purchase prices of our propettidsnd, building and improvements based on deteatitns of the fair values of these assets
assuming the properties are vacant. We determireethir value of each property using methods simlahose used by independent
appraisers. For properties qualifying as acquingsirnesses under Accounting Standards CodificatiGnBRGiness Combinations, we allocate
a portion of the purchase price of our propertieatiove market and below market leases based qmekent value (using an interest rate
which reflects the risks associated with acquireplate leases at the time each property was achoyreis) of the difference, if any, between
(i) the contractual amounts to be paid pursuathécacquired in place leases and (ii) our estimaftésir market lease rates for the
corresponding leases, measured over a period exthe terms of the respective leases. We allocatgattion of the purchase price to
acquired in place leases and tenant relationskipscdupon market estimates to lease up the prapessd on the leases in place at the time of
purchase. We allocated this aggregate value betaegrired in place lease values and tenant reldtipsdased on our evaluation of the
specific characteristics of each tenant's lease.édew we have not separated the value of tenaattaehips from the value of acquired in
place leases because such value and related aatiortiexpense is immaterial to the accompanyingaliiated financial statements. In
making these allocations, we considered factorh ags@stimated carrying costs during the expeei@sklup periods, including real estate
taxes, insurance and other operating income anensgs and costs, such as leasing commissions aledather related expenses, to execute
similar leases in current market conditions attitme a property was acquired by us. If the valutenant relationships becomes material in the
future, we may separately allocate those amountsamttize the allocated amount over the estimafea{ the relationships.

We amortize capitalized above market lease valnekifled in acquired real estate leases in ouralm@ed balance sheets) as a reduction to
rental income over the remaining necancelable terms of the respective leases. We emadpitalized below market lease values (presented

as acquired real estate lease obligations in awsdalwated balance sheets) as an increase to nectahe over the noncancelable periods of
the respective leases. Such amortization resuitad increase in rental income of $2,322 duringytres ended December 31, 2014, reduction
in rental income of $3,656 during the year endedebsser 31, 2013, and a reduction in rental incont®lgs97 during the year ended
December 31, 2012. We amortize the value of in pleases exclusive of the value of above marketaholv market in place leases to
expense over the remaining necancelable periods of the respective leases. Suohtization included in depreciation and amortiaati

totaled $38,970, $22,718, $19,340, during the yeaded December 31, 2014, 2013 and 2012, respsctifallease is terminated prior to its
stated expiration, the unamortized amount relatintpat lease is written off.

CASH AND CASH EQUIVALENTS. We carry cash and cash eqenrtd, consisting of overnight repurchase agreensgmtshort term
investments with original maturities of three montidess at the date of purchase, at cost plusiaddnterest, which approximates fair value.
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RESTRICTED CASH. Restricted cash consists of amoestsowed for real estate taxes, insurance andatagjpenditures at certain of our
mortgaged properties and security deposits fodegsgs of our managed senior living communities.

INVESTMENTS IN AVAILABLE FOR SALE SECURITIES. We own 25@)0 common shares, at December 31, 2014, of Equity
Commonwealth (formerly known as CommonWealth REITEQC. We also own 4,235,000 common shares, or &t@&cember 31, 2014,

of Five Star Quality Care, Inc., or Five Star. Wassify these holdings as available for sale amd/¢hem at fair value, with unrealized gains
and losses reported as a separate component ehsliders’ equity. Cumulative other comprehensiveaine shown in our consolidated
balance sheets includes the net unrealized gdosson investments determined as the net differéetween the market value of these shares
of EQC and Five Star calculated by using weighteztage quoted market prices on the dates we accphiesd shares ($26.00 and $3.36 per
share, respectively) and on December 31, 2014 ($256 $4.15 per share, respectively). At Decembg2@14 and 2013, our investment in
EQC had a fair value of $6,418 and $5,828, respalgtiincluding an unrealized loss of $83 and $6@3pectively. At December 31, 2014

and 2013, our investment in Five Star had a fdievaf $17,575 and $23,250, respectively, includingunrealized gain of $3,361 and $9,036,
respectively.

EQUITY METHOD INVESTMENTS. We and the other six currehtareholders each currently own 14.3% of Affilidtesirance Company,
or AIC’s, outstanding equity. Although we own less t2886 of AIC, we use the equity method to accountHr investment because we
believe that we have significant influence over Ad€cause all of our Trustees are also directors 6f Ainder the equity method, we record
our percentage share of net earnings from AIC incousolidated statements of income and compreheisiome. If we determine there is
an “other than temporary impairment” in the faifugof this investment, we would record a chargeaimings. In evaluating the fair value of
this investment, we have considered, among otfiegshthe assets and liabilities held by AIC, Al@igerall financial condition and earning
trends, and the financial condition and prospemts$te insurance industry generally. See Note &flurther discussion of our investment in
AIC.

DEFERRED FINANCING FEES. We capitalize issuance costga® to borrowings and amortize them over the $eofithe respective loans.
During 2014, we capitalized $8,039 of issuance castiyding $5,021 related to our two issuances of@enotes in April 2014, as well as
$2,819 related to our $350,000 term loan enteredimMay 2014, and $199 related to our assumpifcm mortgage loan in May 2014.
During 2013, we capitalized $3,326 of issuance castfyding $3,078 related to the amendment of euplving credit facility in September
2013 and $248 related to our assumption of a mgetd@an during 2013. During 2012, we capitalized, 608 of issuance costs, including
$11,439 related to our $350,000 senior notes issuédly 2012, $1,125 related to our assumptiomoftgage loans during 2012 and $44
related to our $300,000 senior notes issued in Dbee@011. During 2014, we wrote off $357 of unamodideferred financing fees in
connection with our prepayment of the outstandiriggipal balances of two mortgage loans totaling,$23 in October and December 2014.
During 2013, we wrote off $538 of unamortized defeffirdncing fees in connection with the amendmerduwfrevolving credit facility in
September 2013. During 2012, we wrote off $3,897nafortized deferred financing fees in connectiotihwur prepayment of
approximately $199,197 of the outstanding princllince of our $512,934 Federal National Mortgagegéisition, or FNMA, mortgage
financing we closed in August 2009. The unamortgesss balance of deferred financing fees and elteumulated amortization was
$50,479 and $19,930, and $42,797 and $14,822 aniiexe31, 2014 and 2013, respectively. The weightetlage amortization period is
approximately 12.7 years. We expect that the azaiitin expense relating to the unamortized gromba of deferred financing fees for the
five years subsequent to December 31, 2014 will%46P in 2015, $4,803 in 2016, $4,523 in 2017, $3,h 2018, $2,389 in 2019 and
$10,238, thereafter.

DEFERRED LEASING COSTS. Deferred leasing costs inchrd&erage, legal and other fees associated witlemtering leases and are
amortized on a straight line basis over the terfris@respective leases. Deferred leasing costmeleded in other assets on our consolidated
balance sheets. The unamortized gross balancdesfel leasing costs and related accumulated azatich was $14,844 and $3,722, and
$10,542 and $2,687 at December 31, 2014 and 2043ectvely. The weighted average amortization peiscapproximately 7.5 years. We
expect that the amortization expense for the fivary subsequent to December 31, 2014 will be $1r92615, $1,789 in 2016, $1,527 in
2017, $1,358 in 2018, $1,180 in 2019 and $3,183etfter. In 2014, we also incurred legal feesppiraximately $140 related to the
negotiation of leases which have not yet been edtand we have not yet begun to amortize.
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REVENUE RECOGNITION. We recognize rental income fromrafirg leases on a straight line basis over tha tefreach lease agreement.
We recognize percentage rents when realizable anédavhich is generally during the fourth quartethe year. For the years ended
December 31, 2014, 2013 and 2012, percentage remsccaggregated $10,155, $9,226, and $10,85%atagly.

As of December 31, 2014, we own 46 senior living comitias) including 36 communities that we acquirectsidune 2011 and the ten
senior living communities formerly leased to Suar&enior Living, Inc., or Sunrise, that are mandgeé&ive Star. We refer to these 46
communities as the managed senior living commuitiée derive our revenues at these 46 managed $ieiig communities primarily from
services to residents and we record revenues wheiceegare provided.

PER COMMON SHARE AMOUNTS. We calculate basic per comstare, or EPS, by dividing allocable net incoméheyweighted
average number of common shares outstanding dtifengeriod. We calculate diluted earnings per shaireg the more dilutive of the two
class method or the treasury stock method.

USE OF ESTIMATES. Accounting principles generally gted in the United States requires us to make etsrend assumptions that may
affect the amounts reported in these financiakstants and related notes. The actual results diffiéd from these estimates.

INCOME TAXES. We have elected to be taxed as a RBdeuthe Internal Revenue Code of 1986, as amenaedas such are generally
not subject to federal and most state income tamath our operating income, provided we distributetaxable income to our shareholders
and meet certain organization and operating remuérgs. We do, however, lease nearly all of our madaenior living communities to our
wholly owned taxable REIT subsidiaries, or TRSs,,thatike most of our subsidiaries, file separatertturns and are subject to federal and
state income taxes. Our consolidated income taxigimvincludes the income tax provision relatethi® operations of our TRSs and certain
state income taxes incurred by us, despite our REUs.

The Income Taxes Topic of the Codification presesibow we should recognize, measure and present financial statements uncertain tax
positions that have been taken or are expected taken in a tax return. Tax benefits are recoghiaghe extent that it is “more likely than
not” that a particular tax position will be sustaingoon examination or audit. To the extent the ‘enldeely than not” standard has been
satisfied, the benefit associated with a tax pasiiomeasured as the largest amount that has tegtean 50% likelihood of being realized
upon settlement. We classify interest and penaléleged to uncertain tax positions, if any, in nancial statements as a component of
general and administrative expense.

SEGMENT REPORTING. As of December 31, 2014, we havedparating segments, of which three are separatplyrtable operating
segments. The first operating segment includetetript senior living communities that provide sttertn and long term residential care and
dining services for residents. The second operatiggnent includes managed senior living communtitiasprovide short term and long term
residential care and dining services for residertte. third operating segment includes propertiesrvivedical related activities occur but
where residential overnight stays and dining sesvare not provided. Properties in this segmentidethose leased to medical providers,
medical related businesses, clinics and bioteobr&bry tenants, or MOBs. The fourth operating seginmcludes the operating results of
certain properties that offer fitness, wellness spal services to members, which we do not considee gufficiently material as to constitute
a separate reporting segment.

See Note 10 for further information regarding ceportable operating segments.

NEW ACCOUNTING PRONOUNCEMENTS. In April 2014, the Finandfalcounting Standards Board, or FASB, issued Accognti
Standards Update, or ASU, No. 2014-08, Reporting Discoed Operations and Disclosures of Disposals ofif@tments of an Entity. This
update amends the criteria for reporting discomthaperations to, among other things, raise thesttold for disposals to qualify as
discontinued operations. This update is effectorariterim and annual reporting periods, beginraftgr December 15, 2014, with early
adoption permitted. We currently expect that, wadapted, this update will reduce the number offatyre property dispositions we may
make to be presented as discontinued operatiomsrinonsolidated financial statements.

In May 2014, the FASB issued ASU No. 2014-09, Revdma Contracts with Customers, which provides guidgan
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for revenue recognition. This update is effectioeifiterim and annual reporting periods beginnifigrdDecember 15, 2016. We are currently
in the process of evaluating the impact, if ang, ddoption of this update will have on our consaikd financial statements.

In August 2014, the FASB issued ASU 2014-15, Pretientaf Financial Statements — Going Concern: Disate of Uncertainties about an
Entity’s Ability to Continue as a Going Concern. Thigdate requires an entity to evaluate whether thereonditions or events that raise
substantial doubt about the entity’s ability to tiome as a going concern within one year after #ite that the financial statements are issued
(or within one year after the financial statemearts available to be issued when applicable) andavige related footnote disclosures in
certain circumstances. This update is effectivalferannual period ending after December 15, 20idfer annual and interim periods
thereafter with early adoption permitted. The inmpémtation of this update is not expected to cangesgnificant changes to our consolidated
financial statements.

Note 3. Real Estate Properties

Our real estate properties, excluding those clessids held for sale, at cost, consisted of lar668,979 , buildings and improvements of
$5,318,178 and FF&E, of $236,454 as of DecembeB14; and land of $623,756 , buildings and impmoests of $4,423,517 and FF&E, of
$216,352 as of December 31, 2013. Accumulated degti@eiwas $848,605 and $135,245 for buildings amgtovements and FF&E,
respectively, as of December 31, 2014; and $72332685117,502 for buildings and improvements and Ef&spectively, as of

December 31, 2013.

The future minimum lease payments due to us duhiagurrent terms of our leases as of Decembe2@®Y4, are $475,705 in 2015, $465,664
in 2016, $446,673 in 2017, $416,539 in 2018, $3B5j8 2019 and $2,796,142 thereafter.

Triple Net Senior Living Communities Acquisitions:
We did not acquire any triple net senior living gomities during 2014. During 2013, we acquired oipgetmet senior living community with

150 living units for approximately $22,350, inclodithe assumption of approximately $12,266 of negé&gdebt and excluding closing costs.
Details of this acquisition are as follows:

Cash Paid
Number plus Buildings Premium
of Units/ Assumed and Intangible ~ Assumed on Assumed
Date Location Properties Beds Debt * Land Improvements FFQE Assets Debt Debt

Triple Net Senior Living Communities Acquisitionsidg the year ended December 31, 2C

There were no triple net senior living communigesjuisitions during the year ended December 314

Triple Net Senior Living Communities Acquisitionsidg the year ended December 31, 2C

—————"
January 201 WA 1 150 $ 22350 $ 5120 $ 16562 $ 669 $ 1,039 $ 12,266 $ 1,040
1 150 $ 22350 $ 5120 $ 16562 $ 669 $ 1,039 $ 12,266 $ 1,040

(1) Cash paid plus assumed debt, if any, excludesngjazists

(2) We leased this property to a subsidiary ofi&t&enior Living, LLC, or Stellar, for an initiaérm expiring in 2028 for initial rent of
approximately$1,732per year. Percentage rent, based on increasessa ggvenues at this property, will commence in 2
Managed Senior Living Communities Acquisitions:

During 2014, we acquired two senior living communitigth a total of 228 living units for total purcteaprices of approximately $47,430,
excluding closing costs. During 2013, we acquirgd fnanaged senior living communities with
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a total of 374 living units for total purchase psoof approximately $62,999, excluding closing soSubsidiaries of Five Star, which we refer
to together with Five Star, collectively, in thessas to our consolidated financial statements &s Star, manage these communities pursuant
to long term management agreements. As of Decenih@034, we own 46 managed senior living commusitiet are managed by Five

Star. We use the TRS structure authorized by tte¢ Bstate Investment Trust Investment Diversifimatind Empowerment Act for nearly all

of our managed senior living communities, whichhegan acquiring in June 2011. Details of these atupris are as follows:

Cash Paid
Number plus Buildings Premium
of Units/  Assumed and Intangible Assumed on Assumed
Date Location  Properties Beds Debt Land Improvements FF&E Assets Debt Debt

Managed Senior Living Communities Acquisitions niyithe year ended December 31, 2C

December 201 Wi 1 52% 7,000% 188% 5,862% 101$ 849% —$ —
December 201 Wi 1 176 40,430 2,615 34,957 588 2,270 — —
2 228% 47,4308  2,803% 40,819% 689% 3,119% —$ —

Managed Senior Living Communities Acquisitions niyithe year ended December 31, 2C

August 2017 GA 1 93$ 22,0308 1,548% 18,6663  803%  1,013% —$ —
October 201 Various 3 213 29,004 2,242 23,861 612 2,289 — —
November 201 wi 1 68 11,965 1,365 9,628 199 773 — —

5 3743 62,999 5,155 52,155$ 1,614$  4,075% —$ —
1) Cash paid plus assumed debt, if any, excludesngazists. The allocation of the purchase priceuof2014 acquisitions shown abt

is based upon preliminary estimates of the fainealf assets acquired and liabilities assumed filkeamounts allocated to assets
acquired and liabilities assumed could change Bogmitly from those used in these consolidatedrfaoia@ statement
See Note 5 for further information regarding theaagements we have with Five Star regarding thes|egserations and management of our
senior living communities.
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MOB Acquisitions:

During 2014, we acquired two MOBs (three buildingshwettotal of 1,776,277 square feet for total puseharices of approximately
$1,156,963 including the assumption of approxinya$dl5,630 of mortgage debt and excluding closirgduring 2013, we acquired six
MOBs (seven buildings) with a total of 385,171 sguieet for total purchase prices of approxima$dl§7,475, excluding closing costs.
Details of these acquisitions are as follows:

Cash Paid Acquired
Number plus Buildings Acquired Real Estate Premium
of Square Assumed and Real Estate Lease Assumed on Assumed
Feet
Date Location Properties (000's) Debt " Land Improvements Leases Obligations Debt Debt
MOB Acquisitions during the year ended Decembe814:
April 2014 X 1 125 § 32,932 $3141 $ 23,142 $ 7672 $ 10 $ 15630 $ 1,013
May 2014 MA 1 1,651 1,124,031 52,643 786,524 403,348 118,485 — —
2 1776 $ 115696 $55,784 $ 809,66€ $ 411,021 $ 118495 $ 15630 § 1,013
MOB Acquisitions during the year ended Decembe813:
February 201 WA 1 145 $ 38,000 $ 5639 $ 27,213 $ 6,736 $ 1588 $ — 8 —
March 2012 MS 1 72 14,600 1,269 12,516 1,498 683 — —
August 2017 MA 1 105 49,500 4,559 44,941 — — — —
December 201 FL 3 63 15,375 _ 2,432 11,165 1,778 — = =
6 385 $ 117,475 $13,899 $ 95,835 $ 10,012 $ 2271 $ — —
(1) Cash paid plus assumed debt, if any, excloliesing costs. The allocation of the purchase pfagertain of our 2014 acquisitions

shown above is based upon preliminary estimateseofatir value of assets acquired and liabilitiesiased. Consequently, amounts
preliminarily allocated to assets acquired andiliiéds assumed could change significantly fromsthaised in these consolidated
financial statement:
2) This acquisition is accounted for as an asset @se
In January 2015, we acquired 23 MOBSs (23 buildinvgi#) approximately 2,200,000 square feet for $589,0including the
assumption of approximately $30,000 of mortgage,deinl excluding closing costs. The 23 propertiesewearchased from Select Income
REIT, or SIR, in connection with the acquisition R of Cole Corporate Income Trust, Inc., or CCIT.

In December 2014, we entered into an agreemengarac38 senior living communities with 3,466 urdsated in 16 states for
$790,000 , excluding closing costs, and includmgassumption of approximately $153,000 of mortgied® with a weighted average interest
rate of 4.8% . Eighteen of the 38 communitieshwi847 living units, are currently leased to &risr living operators, none of which are
currently SNH tenants. The remaining 20 communitié) 1,619 living units, are currently managed bysenior living operators (including
one manager who also leases), none of which arentlyr@\NH managers. The closing of this acquisit®nontingent upon closing
conditions; accordingly, we can provide no assurdnaewe will purchase these properties.

In January, June, and October 2014, we sold sipepties, including three skilled nursing facilitiésd three assisted living facilities
which were previously classified as held for sale cfumbined sales prices of $15,650 , excludingictpsosts, and recognized an aggregate
gain on sale on these properties of approximate¥s2 . Also, in April, June, and September 2014sald three MOBs (3 buildings) that
were previously included in discontinued operatifmrcombined sales prices of $11,675 . We recaghim gain or loss on any of these
three sales. In August and December 2013, we sadé {imoperties, including one skilled nursing fagiéind two rehabilitation hospitals
which were previously classified as held for sale cfumbined sales prices of $92,550 , excludingictpsosts, and recognized an aggregate
gain on sale of these properties of approximatal§, 302 .

In February 2015, we sold one senior living commultdcated in Pennsylvania for a sale price of $28f@cluding closing costs.

At December 31, 2014 and 2013, we had recorded irtlenigiase assets of $577,177 , including $47,1@Apitalized above market
lease values and $530,070 of the value of in deeses, and $166,247 , including $44,279 of
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capitalized above market lease values and $12hPé® value of in place leases, and intangibleddbilities of $138,469 and $22,170 ,
respectively. We recorded intangible lease as$e8414,140 and $17,131 and intangible lease ligdsliof $118,495 and $2,271 for properties
acquired in 2014 and 2013, respectively. Accumulatedrtization of capitalized above market leaseeslwas $22,749 and $16,148 at
December 31, 2014 and 2013, respectively. The welghterage remaining amortization period of cagitaliabove market lease values is
approximately 5.3 years. Accumulated amortizatiboapitalized below market lease values was $15a643$9,642 at December 31, 2014
and 2013, respectively. The weighted average anatidiz period of capitalized below market lease vaiseapproximately 13.4 years.
Accumulated amortization of the value of in placaskes exclusive of the value of above and below markgace leases was $81,640 and
$46,605 at December 31, 2014 and 2013, respectiVhlyweighted average amortization period of tHeevaf in place leases exclusive of
the value of above and below market in place lemsagproximately 12.8 years. We expect to recagniz future amortization of these
intangible lease assets and liabilities in the am®of approximately $39,438 in 2015, $37,037 it®0533,362 in 2017, $28,668 in 2018,
$25,802 in 2019 and $185,655 , thereafter.

Impairment

We periodically evaluate our properties for impants. Impairment indicators may include decliniegant occupancy, weak or
declining tenant profitability, cash flow or liquiglj our decision to dispose of an asset beforetitkof its estimated useful life and legislative,
market or industry changes that could permanestiyce the value of a property. If indicators of &inment are present, we evaluate the
carrying value of the affected property by compauiitrto the expected future undiscounted net ckmsirsfto be generated from that property. If
the sum of these expected future net cash flonesisthan the carrying value, we reduce the netiogrmalue of the property to its estimated
fair value.

As of December 31, 2014, we had four senior living mamities with 312 living units and one MOB (four lmifigs) with 323,541
square feet categorized as properties held for Baleng 201 4, we recorded net impairment chardé(877 to adjust the carrying value of
four MOBs ( seven buildings) to their aggregaténested net sale price. The five properties areuithet! in other assets in our consolidated
balance sheets and have a net book value (afteiriment) of approximately $3,551 at December 3142@uring 2013, we recorded an
impairment charge of $1,304 to reduce the carryalge of one of our properties to its estimatedsade price. As of December 31, 2013, we
had 10 senior living communities with 744 units &odr MOBs (seven buildings) with 831,499 square feet categdreproperties held for
sale, of which six of the senior living communitasd three of the MOBs were sold during 2014, aschab®ve. These properties are included
in other assets in our condensed consolidated talsimeets and had a net book value (after impatjroéapproximately $27,888 at
December 31, 2013. During 2012, we recorded an immeait charge of $3,071 to reduce the carrying vafuane of our properties to its
estimated net sale price. We decided to sell thesgerties because of what we believe to be unatteaconditions in the markets in which
these properties are located or in which they dpeWe classify all properties as held for saleuncondensed consolidated balance sheets
that meet the applicable criteria for that treathenset forth in the Property, Plant and Equipri@pic of the FASB Accounting Standards
Cadification, or the Codification.

Results of operations for properties sold or heldstle are included in discontinued operatiorsuinconsolidated statements of
operations and comprehensive income once theiarfaardiscontinued operations in the Presentatiofiinancial Statements Topic of the
Codification are met. The senior living propertidsich we are or were offering for sale as of the ajajblie periods do not meet the criteria for
discontinued operations as they are included witbimbination leases with other properties that weeix continue leasing. Summarized
income statement information for the four MOBs esebuildings) that meet the criteria for discongd operations is included in
discontinued operations as follows:
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For the year ended December 3.

2014 2013 2012
Rental income $3,949 $ 9,451 $10,042
Property operating expens (2,587 (3,609 (3,567
Depreciation and amortizatic — (799 (2,414
Income from discontinued operatio $1,362 $5,043 $ 4,061

During 2014 and 2013, pursuant to the terms of wistiag leases with Five Star, we purchased $25,804%27,208 , respectively,
of improvements made to our properties leasedue Etar, and, as a result, the annual rent payahie by Five Star increased by
approximately $2,066 and $2,177 , respectively.

We committed $13,883 for expenditures related @ 080 square feet of leases executed during 20drhn@tted and unspent tenant
related obligations based on executed leases@eagmber 31, 2014, were $12,444 .

Note 4. ShareholdersEquity

We have common shares available for issuance uhdeerms of our equity compensation plan, as thexffect, or our Share Award
Plan. We awarded 81,700 common shares with an aafgretprket value of $1,750, 82,600 common shaitbsan aggregate market value
of $1,888 and 78,492 common shares with an aggregatket value of $1,775 to our officers and careanployees of Reit Management &
Research LLC, or RMR, pursuant to our Share Award Blaing the years ended December 31, 2014, 2012@t#] respectively. In
addition, we awarded each of our Trustees 2,500 canshares in 2014 and 2,000 common shares in e&®l8fand 2012 with an
aggregate market value of $306 ( $61 to each @e)s$286 ($57 to each Trustee) and $205 (&4ac¢h Trustee), respectively, pursuant to
our Share Award Plan as part of their annual felkares awarded to the Trustees vest immediatelysfifies awarded to our officers and
certain employees of our manager vest in five egoabal installments beginning on the date of gi&fe include the value of awarded shares
in general and administrative expenses in our dat&ed income statement at the time the awards a¢fecember 31, 2014, 2,725,233 of
our common shares remain available for issuancerumat Share Award Plan.

A summary of shares granted and vested under tims tefr our Share Award Plan from January 1, 201 2dcelihber 31, 2014 is as
follows:

Weighted Average

Grant Date

Number of Share: Fair Value
Unvested shares at December 31, 2 132,620 $ 22.86
Shares granted in 20: 87,092 $ 22.38
Shares vested in 20: (79,678 $ 22.18
Unvested shares at December 31, 2 140,034 $ 23.03
Shares granted in 20: 92,075 $ 23.48
Shares vested in 20: (81,398 $ 23.85
Unvested shares at December 31, 2 150,711 $ 23.84
Shares granted in 20: 94,200 $ 21.83
Shares vested in 20: (91,433 $ 21.87
Unvested shares at December 31, 2 153477 $ 23.39

The 153,477 unvested shares as of December 31,828 8¢heduled to vest as follows: 59,133 sharg818, 46,193 shares in 2016,
31,810 shares in 2017 and 16,340 shares in 2018t Becember 31, 2014, the estimated future compiemstdr the unvested shares was
$3,393 based on the closing share price of $22nIezember 31, 2014. The weighted average periodvavieh the compensation expense
will be recorded is approximately 1.8 years. Weorded share based compensation expense of $1,2D44) $1,961 in 2013 and $1,827 in
2012.

During the year ended December 31, 2014 and thedp&dm January 1, 2015 to February 24, 2015, weei$d123,462 and 25,263 ,
respectively, of our common shares to RMR as datteobusiness management fee payable by us undéusiness management
agreement. See Note 5 for further information reigar this agreement.
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Our cash distributions to our common shareholderthimyea rs ended December 31, 2014, 2013 an@ 20dre $1.56 per share,
$1.56 per share and $1.53 per share, respectiMeé/characterization of the distributions madeQt4£ 2013 and 2012 was 54.00% ,
66.19% and 62.65% ordinary income, respectively0@% , 21.30% and 37.35% return of capital, respely; 0% , 3.10% and 0% capital
gain, respectively; and 0% , 9.41% and 0% unrecagd Section 1250 gain, respectively. On JanuaypQ25, we declared a quarterly
distribution of $0.39 per share, or $79,530 , to@mmon shareholders of record on January 23,,20it!5 respect to our operating results for
the quarter ended December 31, 2014; we paid thisbdison on February 24, 2015, using cash on temiborrowings under our revolving
credit facility.

In April 2014, we issued 15,5 25,000 common sharespnblic offering, raising net proceeds of appmadely $322,807. In January
2013, we issued 11,500,000 common shares in aguiiidiring, raising net proceeds of approximate2¢$813. In July 2012, we issued
13,800,000 common shares in a public offeringjmgiset proceeds of approximately $287,052 . Inrfraty 2015, we issued 31,050,000
common shares in a public offering, raising netpaals of approximately $660,014 , before expens#'s. used the net proceeds from these
offerings to repay borrowings outstanding underreuplving credit facility and intend to use then@nder for general business purposes,
including the partial funding of the pending acdios of 38 senior living communities describedNote 3.

Note 5. Related Person Transactions

We have adopted written Governance Guidelines thatitdesthe consideration and approval of any reladon transactions.
Under these Governance Guidelines, we may not erteainy transaction in which any Trustee or executifieer, any member of the
immediate family of any Trustee or executive offioe any other related person, has or will haverectior indirect material interest unless
that transaction has been disclosed or made knowartBoard of Trustees and our Board of Trustee®ws and approves or ratifies the
transaction by the affirmative vote of a majorifittee disinterested Trustees, even if the disiste Trustees constitute less than a quorum. If
there are no disinterested Trustees, the transactisst be reviewed, authorized and approved oiedtify both (i) the affirmative vote of a
majority of our Board of Trustees and (i) the affative vote of a majority of our Independent Teest In determining whether to approve or
ratify a transaction, our Board of Trustees, omtésested Trustees or Independent Trustees, asatgemay be, also act in accordance with
any applicable provisions of our declaration ostrand bylaws, consider all of the relevant facts @rcumstances and approve only those
transactions that they determine are fair and restsle to us and our shareholders. All related petrsmsactions described below were
reviewed and approved or ratified by a majoritytaf tisinterested Trustees or otherwise in accordaitbeour policies, declaration of trust
and bylaws, each as described above. In the casgnshctions with us by RMR employees (other thanToustees and executive officers)
subject to our Code of Business Conduct and Etthiesemployee must seek approval from an execoffieer who has no interest in the
matter for which approval is being requested. Copfesur Governance Guidelines and Code of Businessl@i and Ethics are available on
our website, www.snhreit.com.

Five Star: Five Star was formerly our 100% owned subsidiaryefSvar is our largest tenant, we are Five Stage&irstockholder
and Five Star manages certain senior living comtresfor us. In 2001, we distributed substantiallyof Five Star's then outstanding shares
of common stock to our shareholders. As of DecembgP314, we owned 4,235,000 shares of common stbEke Star, or approximately
8.6% of Five Star's outstanding shares of commatksOne of our Managing Trustees, Mr. Barry Portriey managing director of Five
Star. RMR provides management services to botmdg-ave Star. Five Star's President and Chief Exxez©Officer and its Chief Financial
Officer and Treasurer are officers of RMR. Accordindhe transactions between us and Five Star enédredFive Star became a separate
public company and that are described herein wepeapd by our Independent Trustees and Five Stalependent directors who are not
trustees or directors of the other company. In ordeffect the spin-off of Five Star and to goveetations after the spin-off, Five Star entered
into agreements with us and others, including RMRcé&then, Five Star has entered into various sasanagement agreements and other
agreements with us that include provisions thaticonind modify these undertakings. Among other matthese agreements provide that:

« solong as we remain a REIT, Five Star may not evétie share ownership restrictions in its chantethe ability of any person
or group to acquire more th9.8%of any class of Five St's equity shares without our conse

« solong as Five Star is our tenant or manager, Sfaewill not permit nor take any action that, ilr ceasonable judgment, mic
jeopardize our tax status as a RE
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« we have the option to cancel all of Five Star'stdginder the leases and management agreemengsvifthaus upon the
acquisition by a person or group of more than 98%ive Star's voting stock and upon other changsntrol events affecting
Five Star, as defined in those documents, incluthiegadoption of any shareholder proposal (othem thprecatory proposal) or
the election to Five Star's board of directorsrof dividual if such proposal or individual wastrapproved, nominated or
appointed, as the case may be, by vote of a majofiriEive Star's directors in office immediatelyqorto the making of such
proposal or the nomination or appointment of suchividual;
« the resolution of disputes arising from Five Ste&ses and other agreements with us may be relsbyvbinding arbitration; ar
« solong as Five Star is a tenant of ours or manfagers or so long as Five Star has a business geament agreement with RV
Five Star will not acquire or finance any real esw@ita type then owned or financed by us or any @mypmanaged by RMR
without first giving us or such company managed MR as applicable, the opportunity to acquire oafice that real esta
As of December 31, 2014, we leased 181 senior livimgraunities to Five Star. Under Five Star's leaséls ud, Five Star pays us rent
consisting of minimum annual rent amounts plus @etage rent based on increases in gross revenuedaih properties. Five Star's total
minimum annual rent payable to us as of Decembe?2@14 was $190,663 , excluding percentage rent.réfgnized total rental income
from Five Star of $196,269 , $203,724 and $20D{8t the years ended December 31, 2014, 2013 @h#, 2espectively. As of December
31, 2014, 2013 and 2012, our rents receivable ffora Star were $17,310, $17,960 and $17,68Qertvely, and those amounts are
included in due from affiliate in our consolidatealance sheets. We determine percentage rent dige aar Five Star leases annually and
recognize it at year end when all contingenciesraae During the years ended December 31, 2014, 20d2012, pursuant to the terms of
our leases with Five Star, we purchased $25,8%27,208 and $30,520 , respectively, of improvemerade to properties leased to Five Star,
and, as a result, the annual rent payable to #sJgyStar increased by approximately $2,066 ,1%2and $2,456 , respectively.

In December 2013, pursuant to an asset purchasermagné, or Purchase Agreement, we sold two rehallit&ospitals and certain related
assets to certain unrelated parties for a sales pfiapproximately $90,000 , and Five Star tramstethe operations of the two hospitals and
several in-patient and out-patient clinics afféidtwith those hospitals, to those third parties hHaaspital was previously leased by us to Five
Star under Lease No. 2 and was operated by FiveR8iesuant to an amendment to Lease No. 2 that teeeehinto in September 2013 in
connection with our agreement to sell these rehatiin hospitals and Five Star's agreement tcsfearits related hospital operations, Lease
No. 2 terminated with respect to the rehabilitatiosgitals and the annual rent paid to us by Five Btder Lease No. 2 was reduced by
$9,500 upon the closing of the sale of the hospifethe lease amendment also provides for an aitocaf indemnification obligations under
the Purchase Agreement between us and Five Star.

In June 2013, we and Five Star agreed to offerdts $1 senior living communities we lease to Fiter S-ive Star's rent payable to us will be
reduced if and as these sales occur pursuants gt in our leases with Five Star. In August 20&S8sold one of these communities, a
skilled nursing facility, or SNF, with 112 living usij for a sales price of $2,550; and , as a redtltis sale, Five Star's annual minimum rent
payable to us decreased by $255 in accordancethétterms of the applicable lease. In January 28&40ld one senior living community
located in Texas with 36 assisted living units,da®ale price of $2,400; and , as a result ofdhis, Five Star's annual minimum rent payable
to us decreased by $210 in accordance with the tefithe applicable lease. In June 2014, we soldsgvoor living communities located in
Wisconsin with 156 SNF units for a sale price of589; and, as result of this sale, Five Star's ahmisimum rent payable to us decreased by
$452 in accordance with the terms of the appliciase. In October 2014, we sold a senior living comityudocated in Virginia with 70
assisted living units for a sale price of $2,85%),aas a result of this sale, Five Star's annuaimuim rent payable to us decreased by $285 in
accordance with the terms of the applicable leasso W October 2014, we sold two senior living comitias located in Arizona with 177
units for a sale price of $5,900; and, as a resthis sale, Five Star’'s annual minimum rent pdgab us decreased by $590 in accordance
with the terms of the applicable lease. In Febr2®35 we sold a senior living community locatedannsylvania with 120 units for a sale
price of $250; and, as result of this sale, Fivaa’Stannual minimum rent payable to us decreasebPByin accordance with the terms of the
applicable lease. We can provide no assurancehtbaemaining three senior living communities tivatand Five Star have agreed to offer for
sale will be sold, when any sales may occur or wietérms of any sales may provide.
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In July 2014, we and Five Star entered into ththFimendment to the Amended and Restated Masteel&geement (Lease No. 4)
pursuant to which Five Star exercised the firstoéxisting lease extension options under LeasetNextending the term from April 30, 2017
to April 30, 2032, and we granted Five Star a thiption for Five Star to extend the term of Lease Nfxom May 1, 2047 to April 30, 2062.

As of December 31, 2014, Five Star managed 46 skvilopg communities for our account. We lease ourigeliving communities that are
managed by Five Star that include assisted livimigswor skilled nursing facilities to our TRSs, dfide Star manages these communities
pursuant to long term management agreements otastibdly similar terms. With the exception of theanagement agreement for the senior
living community in New York described below, the mgament agreements for the communities Five Stamgemfor our account provide
Five Star with a management fee equal to 3% ofthes revenues realized at the communities, plosresement for Five Star's direct costs
and expenses related to the communities and antinedee equal to 35% of the annual net operatingme of the communities after we
realize an annual return equal to 8% of our invees#pital. The management agreements generallyeeapiDecember 31, 2031, 2032, 2033
or 2035, and are subject to automatic renewal fordmsecutive 15 year terms, unless earlier terméhat timely notice of nonrenewal is
delivered. The management agreements provide thahdéive Star each have the option to terminaeagreements upon the acquisition by
a person or group of more than 9.8% of the otlvetisig stock and upon other change in control evaffecting the other party, as defined in
those documents, including the adoption of anyedi@der proposal (other than a precatory propaséhe election to the board of directors
or board of trustees of any individual if such prsal or individual was not approved, nominated @oagted, as the case may be, by vote of a
majority of the board of directors or board of taes in office immediately prior to the making ath proposal or the nomination or
appointment of such individual.

In connection with the management agreements, wé-medStar have entered into four combination ages#s, or pooling agreements, three
of which combine our management agreements for caritias that include assisted living units, or the Rboling Agreements, and the
fourth of which combines our management agreementsoimnmunities consisting only of independent lgvimits, or the IL Pooling
Agreement. The management agreements that are éatindach of our pooling agreements are on sutfistgrsimilar terms. Our first AL
Pooling Agreement, which we entered into in May 20ddludes 20 identified communities and our secAhdPooling Agreement, which we
entered into in October 2012, includes 19 iderdtifiemmunities. We and Five Star entered into thrd thL Pooling Agreement in November
2013 and that pooling agreement currently inclutlesnanagement agreement for three identified camties. We entered into the IL
Pooling Agreement in August 2012 and that agreemmamently includes management agreements for twayoemities that have only
independent living units. The senior living comrityin New York and one senior living community inlEarnia described below that Five
Star manages for our account are not includedyroéiur pooling agreements. Each of the AL Pookggeements and the IL Pooling
Agreement aggregates the determination of fees gpehses of the various communities that are subjesuich pooling agreement, including
determinations of our return on our invested capital Five Star's incentive fees. Under each optiwing agreements, we have the right,
after the period of time specified in the agreenterst elapsed and subject to Five Star's cure rightsrminate all, but not less than all, of the
management agreements that are subject to thenagmed we do not receive our minimum return in ea€three consecutive years. In
addition, under each of the pooling agreements Biar has a limited right to require the salerafarperforming communities. Also, under
each of the pooling agreements, any nonrenewatengtiven by Five Star with respect to a commurstgéemed a nonrenewal with respect to
all the communities that are the subject of theagrent. We incurred management fees of $9,769,22$ and $5,582 for the years ended
December 31, 2014, 2013 and 2012, respectively, mithect to the communities Five Star manages.eT@@®unts are included in property
operating expenses in our consolidated statemémnsame and comprehensive income.

In July 2014, we entered into an agreement with Bitag, pursuant to which the management agreemeatifassisted living community
known as Villa Valencia, which is located in Calif@nwas removed from the second AL Pooling Agreememifduly 1, 2014. We expect
that the management agreement affecting the Vill@Maa community will not be included in any pooliagreement until after extensive
renovations planned at that community are completed

In July 2014, we entered into an amendment to amagement agreements with Five Star that includsteddiving communities to (i)
extend the term of each of the management agresretween us and Five Star for Villa Valencia ared18 assisted living communities
currently included in the second AL Pooling Agreaigom December 31, 2031 to December 31, 2033 @neixfend the term of the
management agreement between us and Five Staefeettior living community that was then and corgmto be included in the third AL
Pooling Agreement, from December 31,
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2031 to December 31, 2035. In July 2014, we alseredtinto an amendment to our management agreemihtSive Star that include only
independent living communities to extend the tefthe management agreements between us and FiveoStao independent living
communities from December 31, 2031 to December 332.28ll of our management agreements that are cilyrercluded in the third AL
Pooling Agreement expire on December 31, 2035.

In December 2014, we acquired two senior living camities in Wisconsin for a total of $47,430 , extihg closing costs. Five Star manages
these communities for our account pursuant to sé@éong term management agreements for commuitfiiésnclude assisted living units
and these management agreements are includedtimnthé\L Pooling Agreement.

We expect that we may enter into additional managgmrrangements with Five Star for senior livinghoaunities that we may acquire in the
future on terms similar to those management arraegés we currently have with Five Star, includingnagement agreements for some of the
38 properties we expect to acquire as describedealimthe event we are unable to reach mutuallgtable agreements with the current
managers of these properties.

We own a senior living community in New York with 3i¥ing units, a portion of which is managed by F&&r pursuant to a long term
management agreement with us with respect to thierdesng units at this community that are not gdi to the requirements of New York
healthcare licensing laws. The terms of this mamage agreement are substantially consistent witheimes of our other management
agreements with Five Star for communities that idelassisted living units, except the managemermdgable to Five Star is equal to 5% of
the gross revenues realized at that portion oEtlmemunity and there is no incentive fee payabledjo Five Star. This management
agreement expires on December 31, 2031. In ordszdommodate certain requirements of New York heakhlazensing laws, one of our
TRSs subleases the portion of this community thatibject to those requirements to an entity, D&RKRéesi LLC, which is owned by our
President and Chief Operating Officer and our Trearsamd Chief Financial Officer. Five Star managésportion of the community
pursuant to a long term management agreement witR ¥&nkers LLC. Under the sublease agreement, theadunent at December 31, 2014
is $3,008 but D&R Yonkers LLC is obligated to paytrenly from available revenues generated by théesisied community. In 2014, 2013
and 2012, D&R Yonkers LLC paid $2,949 , $2,863 $8d5 , respectively, in rent. Our TRS is obligai®ddvance any rent shortfalls to
D&R Yonkers LLC, and D&R Yonkers LLC is obligatedrepay one of our TRSs only from available revergesserated by the subleased
community. Pursuant to the management agreemenebrtD&R Yonkers LLC and Five Star, D&R Yonkers LLC pdive Star a
management fee equal to 3% of the gross revenabze® at that portion of the community and theraa incentive fee payable by D&R
Yonkers LLC to Five Star. D&R Yonkers LLC's managaiegreement with Five Star expires on August 31728d is subject to renewal
for nine consecutive five year terms, unless eadieminated or timely notice of nonrenewal is defed. Further, we have entered into an
indemnification agreement with the owners of D&R YerkLLC, pursuant to which we have agreed to indBnthem for costs, losses and
expenses they may sustain by reason of being a ererlibector or officer of D&R Yonkers LLC or in coaction with any costs, losses or
expenses under our TRS's sublease with D&R Yonkersditie management agreement between D&R YonkersdrdFive Star.

As discussed in Note 6, in May 2011, we and Five &tégred into a bridge loan, or the Five Star Britlgan, under which we lent to Five
Star $80,000 to fund a portion of Five Star's pasghof six senior living communities. In April 20Eye Star repaid in full the $38,000
principal amount then outstanding under the Fiva Btidge Loan, resulting in the termination of ffige Star Bridge Loan. We recognized
interest income from the Five Star Bridge Loan ®f4for the year ended December 31, 2012.

As discussed in Note 7, in August 2012, we prepaidcqapately $199,197 of the outstanding principdbbae of our FNMA secured term
loan. As a result of this prepayment, 11 of thep&&erties securing that debt were released frormthitggage and, in connection with this
release, we entered into amendments to the retadster credit agreement and our leases with FivesStihat these 11 properties were
removed from the lease created to accommodat&MiidA debt and were added to our other multi-propezses with Five Star.

RMR: We have no employees. The personnel and variougags we require to operate our business are pedviol us by RMR. We have two
agreements with RMR to provide management and adtrative services to us: (i) a business manageagreement, which relates to our
business generally, and (ii) a property managemgrgement, which relates to the property level djgers.of our MOBs.
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One of our Managing Trustees, Mr. Barry Portnoyligirman, majority owner and an employee of RMR: @her Managing Trustee, Mr.
Adam Portnoy, is the son of Mr. Barry Portnoy, ancdaner, President, Chief Executive Officer andraator of RMR. Each of our

executive officers is also an officer of RMR, and @resident and Chief Operating Officer, Mr. Davielgdrty, is a director of RMR. Certain
of our Independent Trustees also serve as indepéetrdstees of other companies to which RMR oaff#iates provide management services.
Mr. Barry Portnoy serves as a managing directananaging trustee of all of those companies andddam Portnoy serves as a managing
trustee of a majority of those companies. In additbfficers of RMR serve as our officers and @f&of other companies to which RMR or
its affiliates provide management services.

Our Board of Trustees has given our Compensationnditiee, which is comprised exclusively of our Indegent Trustees, authority to act
on our behalf with respect to our management agretswdth RMR. Our Governance Guidelines and the chaftear Compensation
Committee together require the committee to anpualliew the terms of these agreements, evaluate'Rp#Rformance under the
agreements and determine whether to renew, ameednoinate the management agreements.

In 2013, our Compensation Committee retained FTidDting, Inc., a nationally recognized compensationsultant experienced in REIT
compensation programs, to assist the committeeveldping the terms of the incentive fee payablRMR under our business management
agreement with RMR beginning in 2014. In connectidth retaining this consultant, our Compensation @uttee determined that the
consultant did not have any conflicts of interestolitwould prevent the consultant from advising tbenmittee.

On December 23, 2013, we and RMR amended and restatéaisiness management agreement, effective esfect to services performed
on or after January 1, 2014. Under our business gemeant agreement as so amended and restated:

« The annual amount of the base management feegaibéo RMR by us for each applicable peris equal to the lesser ¢
« the sum of (a) 0.5% of the average of the aggeclyabk value of our real estate assets owned loy asr subsidiaries
as of October 12, 1999, or the Transferred Assais, (b)) 0.7% of the average historical cost ofreat estate
investments excluding the Transferred Assets 289,000 , plus (c) 0.5% of the average histooat of our real
estate investments excluding the Transferred Assetseding$250,000and
« the sum of (a) 0.7% of the average closing prexespare of our common shares on the New York Stackange, or
NYSE, during such period, multiplied by the averagenber of our common shares outstanding during pedid, plu
the daily weighted average of the aggregate ligiadgpreference of each class of our preferredeshautstanding
during such period, plus the daily weighted avemaigbe aggregate principal amount of our consolidahdebtedness
during such period, or, together, our Average Ma@apitalization, up to $250,000, plus (b) 0.5%of Average
Market Capitalization exceedir$250,00C.
The average book value and average historicalafasir real estate investments include our conatdidi assets invested, directly
or indirectly, in equity interests in or loans sexliby real estate and personal property ownednnection with such real estate
(including acquisition related costs and costs winiety be allocated to intangibles or are unallodaitbefore reserves for
depreciation, amortization, impairment chargesaut iebts or other similar noncash reserves.

« Although the fee calculation is stated in annuateetages, the base management fee is paid moatRWR, ninety percent
(90% ) in cash and ten percent ( 10% ) in our comshares, which shall be fulyested when issued. The number of our

common shares to be issued in payment of the basagement fee for each month is equal to the \afld6% of the total base
management fee for that month divided by the avedsily closing price of our common shares durbrag thonth

« The incentive management fee which may be earnétMiy for an annual period is an amount, subject¢a@based on the
value of our outstanding common shares, equal % aPthe product of (a) our equity
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market capitalization on the last trading day amytbar immediately prior to the relevant measurérperiod and (b) the amount
(expressed as a percentage) by which the totaheher share realized by the holders of our comshanes (i.e., share price
appreciation plus dividends) exceeds the totaledfwder return of the SNL REIT Healthcare Indexg@ch case subject to
certain adjustments) for the relevant measuremenbg The measurement periods are generally §eaeperiods ending with
the year for which the incentive management feeisdgcalculated, with shorter periods applicablthcase of the calculation
of the incentive management fee for 2014 (one yexad)2015 (two years

« The incentive management fee is payable in our comshares, witlone-third of our common shares issued in payment ¢
incentive management fee vested on the date dadnis®y and the remaining two -thirds vesting theeeafttwo equal annual
installments. If the issuance of common sharesimpent of a portion of the base management feeceniive management fee
would be limited by applicable law and regulationgtsportion of the applicable fee is instead paidash. All common shares
issued in payment of the incentive managementtak lse fully vested upon termination of the busmenanagement agreem:
subject to certain exceptions. In addition, RMR iaycertain circumstances, be required to retarastor forfeit some or all of
the common shares paid or payable to it in payraktite incentive management fi
« RMR and certain eligible transferees of our commsloares issued in payment of the base managementt ifleeentive

management fee are entitled to demand registratibts, exercisable not more frequently than twieeyear, and to "piggy-
back" registration rights, with certain expensebegaid by us. We and applicable selling sharehslalso have agreed to
indemnify each other (and their officers, trustetsectors and controlling persons) against ceftalilities, including liabilities
under the Securities Act of 1933, as amended, ineciion with any such registratic

The amended and restated terms of our businessyeraeat agreement described above were approved lyompensation Committee,

which is comprised solely of our Independent Trusteed the terms of the incentive fee were develbyesir Compensation Committee in

consultation with FTI Consulting, Inc., an indepemtdeompensation consultant.

For 2013 and 2012, our business management agréenoeided for the base business management fee paid to RMR at an annual rate
equal to the sum of (a) 0.5% of the book valuéhefTransferred Assets, plus (b) 0.7% of the histbdost of our other real estate investments
excluding the Transferred Assets, up to the fi2g8000 of such investments, and 0.5% thereafieaddition, for 2013 and 2012, our
business management agreement provided for RMR fmld an incentive fee equal to 15% of the prodti) the weighted average of our
common shares outstanding on a diluted basis darfiggal year and (ii) the excess, if any, of @ Per Share, as defined in the business
management agreement, for such fiscal year oveffi@e Per Share for the preceding fiscal year. TFusntive fee was payable in common
shares and it was subject to a cap on the valugedhtentive fee being no greater than $0.02 peresbf our total shares outstanding.

Pursuant to our business management agreement Wiy e recognized business management fees of $80,7$27,013 and $25,372 for
2014, 2013 and 2012, respectively. These amoueatmealuded in general and administrative expensesii consolidated financial statements.
In accordance with the terms of our business manageagreement, we issued, in aggregate, 123,46@raoommon shares to RMR as
payment for a portion of the base business managefie® we recognized for 2014. In March 2013 ant?2@e issued 21,968 and 20,462 of
our common shares to RMR for the incentive fee2€dr2 and 2011, respectively, pursuant to our essimanagement agreement. No
incentive fee was payable to RMR under our busimessagement agreement for 2014 or 2013.

Our property management agreement with RMR proviolesianagement fees for our MOB properties equal®% of gross rents and
construction supervision fees on those propertiesleto 5.0% of construction costs. The aggregaipgrty management and construction
supervision fees we recognized were $8,259 , $6a568 $5,791 for 2014, 2013 and 2012, respectiidlgse amounts are included in
property operating expenses or have been capifaéeeappropriate, in our consolidated financiateshents.

RMR also provides internal audit services to usetnrn for our share of the total internal auditsdncurred by RMR for us and other
publicly owned companies managed by RMR and it§iatfis, which amounts are subject to approval
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by our Compensation Committee. Our Audit Committegoéts our Director of Internal Audit. Our share d¥IR's costs of providing this
internal audit function was approximately $262 20% and $193 for 2014, 2013 and 2012, respectiveijch amounts are included in general
and administrative expenses in our consolidateahfifal statements. These allocated costs are iti@dtb the business and property
management fees we paid to RMR.

We are generally responsible for all of our opa@ggxpenses, including certain expenses incurrd@NdR on our behalf. We are generally
not responsible for payment of RMR's employmerficefor administration expenses incurred to providenagement services to us, except
for the employment and related expenses of RMR eyagls assigned to work exclusively or partly at@uned properties, our share of the
wages, benefits and other related costs of cergthizcounting personnel and our share of the ataifoyed by RMR who perform our
internal audit function. Pursuant to our businessagement agreement, RMR may from time to time tietgaon our behalf with certain third
party vendors and suppliers for the procuremeigbofds and services to us. As part of this arrangeme may enter agreements with RMR
and other companies to which RMR provides managéesenices for the purpose of obtaining more fabileraerms from such vendors and
suppliers.

The current terms of both our business managengeaement with RMR and our property management ageremwith RMR end on
December 31, 2015 and automatically renew for sun@eese year terms unless we or RMR gives notiaeofrenewal before the end of an
applicable term. On May 9, 2014, we and RMR entenemlamendments to our business management agreanteptoperty management
agreement, which were approved by our Compens@tionmittee, comprised solely of our Independent fBess As amended, RMR may
terminate the agreements upon 120 days’ writterc@otPrior to these amendments, RMR could termitiet@greements upon 60 days’
written notice and could also terminate the proper@hagement agreement upon five business daysenibtive underwent a change of
control. Both prior to and after giving effecttteese amendments, we have the right to terminategte=ments upon 60 days’ written notice,
subject to approval by a majority vote of our Inelegent Trustees. As amended, if we terminate ot el to renew the business
management agreement other than for cause, agdefire are obligated to pay RMR a termination fpeaéto 2.75 times the sum of the
annual base management fee and the annual interdilservices expense, which amounts are basadeyages during the 24 consecutive
calendar months prior to the date of notice of rapwal or termination. In addition, if we terminateelect not to renew the property
management agreement other than for cause, aedgfiithin 12 months prior to or following our gigmotice of termination or non-renewal
of the business management agreement other tha@adee, we are obligated to pay RMR a terminatierefpual to 12 times the average
monthly property management fee for the six moptia to the effective date of the nonrenewal omtieation. The amendments provide for
certain proportional adjustments to the terminafess if we merge with another real estate investrmast to which RMR is providing
management services or if we spin-off a subsididigues to which we contributed properties and tochHRMR is providing management
services both at the time of the spin-off and andhte of the expiration or termination of the agnent. Also, as amended, RMR agrees to
provide certain transition services to us for 12@<following an applicable termination by us oric®bf termination by RMR. Both the
business management agreement with RMR and therproapanagement agreement with RMR include arbdrafirovisions for the
resolution of disputes.

Under our business management agreement with RMRckmowledge that RMR may engage in other activitielsusinesses and act as the
manager to any other person or entity (includifgeoREITS) even though such person or entity heestment policies and objectives similar
to ours and we are not entitled to preferentiattreent in receiving information, recommendationd ather services from RMR. Previously
our business management agreement had providedvittatertain exceptions, if we determined to offarsale or other disposition any real
property that, at such time, is of a type within itnestment focus of another REIT to which RMR pdas management services, we would
first offer that property for purchase or dispasitto that REIT and negotiate in good faith forlrsparchase or disposition. This right of first
offer provision was eliminated when the businessagament agreement was amended and restated on Dec23n2013.

RMR also leased from us approximately 4,100 sqfeseof office space for one of its regional offiamtil that lease was terminated in
December 2012. We earned approximately $186 inlremame from RMR in 2012.

Under our Share Award Plan, we grant restricted sharesrtain employees of RMR, some of whom aredfficers. We granted a total of
81,700 restricted shares with an aggregate val®4,@60 , 82,600 restricted shares with an aggeegatie of $1,888 and 78,492 restricted
shares with an aggregate value of $1,775 to suciope in 2014, 2013 and 2012, respectively, baped the closing price of our common
shares on the NYSE on the dates of grants. One fifth
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of those restricted shares vested on the grans daie one fifth vests on each of the next fourvasaries of the grant dates. These share
grants to RMR employees are in addition to the fEgsmble to RMR. On occasion, we have entered imémgements with former employees
of RMR in connection with the termination of themployment with RMR, providing for the acceleratidivesting of restricted shares
previously granted to them under our Share Award.Pdditionally, each of our President and Chief éi@g Officer and Treasurer and
Chief Financial Officer received grants of restritihares of other companies to which RMR providesagament services, including Five
Star, in their capacities as officers of RMR.

SIR: On January 29, 2015, we acquired from SIR, entitiesing 23 MOBSs that SIR acquired when its subsidiagygad with CCIT for
approximately $539,000 , including the assumptibapproximately $30,000 of mortgage debt pursuast Purchase and Sale Agreement and
Joint Escrow Instructions, dated as of August 30420r the Purchase Agreement, with SC Merger Sub, la.wholly owned subsidiary of

SIR . We classify these healthcare properties @geapties leased to MOBs. They contain approximeg200,000 square feet and are located
in 12 states. The Purchase Agreement includegatibit provisions for the resolution of disputes.

One of our Managing Trustees, Mr. Barry Portnoy imanaging trustee of SIR and of Government Prigigdicome Trust, or GOV, that is
SIR's largest shareholder. Our other Managing €syd¥ir. Adam Portnoy, is the son of Mr. Barry Poytiand a managing trustee of both SIR
and GOV. Two of our Independent Trustees also sesvadependent trustees of GOV and one of our Indigmei rustees also serves as an
independent trustee of SIR. Concurrently with SI®itering the merger agreement for the acquisafddCIT, GOV, RMR and Messrs.

Barry Portnoy and Adam Portnoy entered into voiggeements with CCIT and American Realty Capital ertigs, Inc., the parent of the
advisor of CCIT, or ARCP, pursuant to which they agreupon and subject to the terms and conditiossici agreements, to vote all
common shares of SIR beneficially owned by thenairof of the issuance of additional common sharedRfto CCIT stockholders pursuant
to the Merger Agreement. These voting agreemdsiscantain standstill provisions pursuant to whdRCP has agreed, among other things,
not to make unsolicited proposals to acquire uR, @IGOV for a period of 36 months.

AIC: We, RMR, Five Star, and four other companies tacWitMR provides management services currently owd, Ah Indiana insurance
company, and are parties to an amended and restadeeholders agreement regarding AIC. On May 94284 a resul t of a change in
control of EQC, as defined in the amended and ex$stareholders agreement, we and the other AlCs#idess purchased pro rata the AIC
shares EQC owned in accordance with the terms offraement. Pursuant to that purchase, we purdi2a887 AIC shares from EQC for
$825 . Following these purchases, we and the ofimeaining six AIC shareholders each owns approximdil3% of AIC. As of December
31, 2014, we have invested $6,034 in AIC since i &ion in 2008.

All of our Trustees and most of the trustees anelctirs of the other AIC shareholders currently servéhe board of directors of AIC. RMR
provides management and administrative servicéd@gpursuant to a management and administrativecses agreement with AIC. Our
Governance Guidelines provide that any material &retitn between us and AIC shall be reviewed, autbdrand approved or ratified by the
affirmative votes of both a majority of our BoartTaustees and a majority of our Independent Test&he shareholders agreement among
us, the other shareholders of AIC and AIC includéstration provisions for the resolution of dispsite

In 2012 and 2013, we and the other shareholders@fpAikchased a one year property insurance polimyiging $500,000 of coverage
pursuant to an insurance program arranged by AlGnatidrespect to which AIC is a reinsurer of certaiverage amounts. We paid AIC a
premium, including taxes and fees, of approxima$dly748 in connection with that policy, which amomgy be adjusted from time to time as
we acquire or dispose of properties that are includéhe policy. Our annual premium for this progertsurance was $4,748 and $4,438 in
2013 and 2012, respectively, before adjustmenterf@dacquisitions or dispositions we made durlmg period. In June 2014, we and the
other shareholders of AIC renewed our participaitiothis program. In connection with that renewal, wecpased a one year property
insurance policy providing $500,000 of coveragehweéspect to which AIC is a reinsurer of certainerage amounts. We paid AIC a
premium, including taxes and fees, of approxima$3y118 in connection with that policy, which amomgy be adjusted from time to time as
we acquire or dispose of properties that are indudehe policy. Although we own less than 20% of AW use the equity method to
account for this investment because we believeviediave significant influence over AIC as all of duustees are also directors of AIC. Our
investment in AIC had a carrying value of $6,82%5,913 and $5,629 as of December 31, 2014, 2012@t®], respectively, which
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amounts are included in other assets on our cafageli balance sheets. We recognized income of $8334 and $316 related to our
investment in AIC for 2014, 2013 and 2012, respetjiv

We periodically consider the possibilities for ergdang our insurance relationships with AIC to in@ugther types of insurance and may in the
future participate in additional insurance offesgiC may provide or arrange. We may invest addé@l@amounts in AIC in the future if the
expansion of this insurance business requiresiadditcapital, but we are not obligated to do sppBrticipating in this insurance business
with RMR and the other companies to which RMR presithanagement services, we expect that we may béneficially by possibly
reducing our insurance expenses or by realizingpomrata share of any profits of this insurancsiiess.

Directors’ and Officers’ Liability Insurancein July 2013, we, RMR, Five Star, and four othempanies to which RMR then provided
management services purchased a combined direatmrsfficers' liability insurance policy providirgi0,000 in aggregate primary non-
indemnifiable coverage and $5,000 in aggregatessxceverage and we also purchased from an unrehatddarty insurer a separate
directors' and officers' liability insurance polipyoviding $5,000 in coverage. We paid aggregageniums of approximately $343 for these
policies. In June 2014, we, RMR, Five Star andelother companies to which RMR provides managesemices extended our and their
combined directors’ and officers’ liability insurem policy, and we extended our separate directas'officers’ liability insurance policy, in
each case for an interim period. We paid aggregaiums of approximately $51 for these extensidnsSeptember 2014, we purchased a
two year combined directors' and officers' insueapalicy with Five Star, RMR and four other comganio which RMR provides
management services that provides $10,000 in aggrgyimary coverage, including certain errors amission coverage. At that time, we
also purchased separate additional one year digteted officers' liability insurance policies tipmovide $20,000 of aggregate excess
coverage plus $5,000 of excess non-indemnifiablerage. The total premium payable by us for tipedieies purchased in September 2014
was approximately $685 .

Note 6. Loan Receivable

In May 2011, we and Five Star entered into the Biag Bridge Loan under which we agreed to lend Ftee & to $80,000 to fund
a portion of Five Star’s purchase of a portfolicsof senior living communities. By September 301 20Five Star had completed its
acquisition of these communities and had borrowk$igl,000 of this Five Star Bridge Loan. By Decem®&r2011, Five Star had repaid
$42,000 of those borrowings. In April 2012, Five Staid the remaining balance of $38,000 , resuitintpe termination of this Five Star
Bridge Loan. The Five Star Bridge Loan was secusedhbrtgages on three of the senior living commesithat Five Star acquired and on
four other senior living communities owned by FitarSThe Five Star Bridge Loan bore interest atta equal to the annual rates of interest
applicable to our borrowings under our revolvingdiréacility, plus 1% . We recognized interest ing® from this Five Star Bridge Loan of
$314 for the year ended December 31, 2012, whiattladed in interest and other income in our coxlstdéid statements of income and
comprehensive income.

Note 7. Indebtedness

Our principal debt obligations at December 31, 201fewd ) outstanding borrowings under our $750,00€egured revolving credit
facility; (2) six public issuances of unsecuredisenotes, including: (a) $250,000 principal ambat an annual interest rate of 4.30% due
20186, (b) $400,000 principal amount at an annuat@st rate of 3.25% due 2019, (c) $200,000 prai@mount at an annual interest rate of
6.75% due 2020, (d) $300,000 principal amount ararual interest rate of 6.75% due 2021, (e) $Z8D,principal amount at an annual
interest rate of 4.75% due 2024 and (f) $350,0@tcjpal amount at an annual interest rate of 5.626/62042; (3) our $350,000 principal
amount term loan; and (4) $611,369 aggregate paheimount of mortgages secured by 45 of our ptigsefd7 buildings) with maturity
dates from 2015 to 2043. The 45 mortgaged pragehiad a carrying value of $816,065 at Decembe2@®ll4. We also have two properties
subject to capital leases totaling $12,770 at Déesr81, 2014; these two properties had a carryihgevaf $18,237 at December 31, 2014.

As of December 31, 2014, w e have a $750,000 unseoevetving credit facility that is available for geral business purposes,
including acquisitions. In September 2013, we ameribe agreement governing our unsecured revolvieditcfacility with Wells Fargo
Bank, National Association, as administrative agantl a syndicate of other lenders. As a result@fthendment the stated maturity date of
the revolving credit facility was extended from @24, 2015 to January 15, 2018. Subject to the paywof an extension fee and meeting
certain other conditions, we have an
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option to further extend the stated maturity dateib additional one year. The revolving creditfiscagreement provides that we can borrow,
repay and reborrow funds available under the remgleredit facility agreement until maturity, and principal repayment is due until
maturity. The $750,000 maximum amount of our reir@\credit facility remained unchanged by the armeet. The revolving credit facility
agreement continues to include a feature underhahi@ximum borrowings under the facility may be irs®d to up to $1,500,000 in certain
circumstances. Under this amendment, the interespeayable on borrowings under the revolving criadiity agreement was reduced from
LIBOR plus a premium of 160 basis points to LIBORsptupremium of 130 basis points, and the faciéy Was reduced from 35 basis points
to 30 basis points per annum on the total amoulemafing commitments. Both the interest rate premand the facility fee are subject to
adjustment based upon changes to our credit rathga result of the amendment, we recognized adossarly extinguishment of debt of
$538 for the year ended December 31, 2013. As of DieeeB1, 2014, the interest rate payable on borrgsvimder our revolving credit
facility was 1.4% and the weighted average intenast for borrowings under our revolving credit fagilvas 1.4% and 1.6% , and 1.8% for
the years ended December 31, 2014, 2013 and 2G&G}&atévely. As of December 31, 2014 and February 205, we had $80,000 and no
amounts, respectively , outstanding under our rénglcredit facility. We incurred interest experasel other associated costs related to our
revolving credit facility of $3,094 , $3,781 afil,733 for the years ended December 31, 2014, 204 2@12, respectively.

Our revolving credit facility agreement provides &mrceleration of payment of all amounts outstandipgn the occurrence and
continuation of certain events of default, sucla @hange of control of us, which includes RMR ceaginact as our business manager and
property manager.

In April 2014, we sold $400,000 of 3.25% senior unsed notes due 2019 and $250,000 of 4.75% sengmaumed notes due 2024,
raising net proceeds of approximately $644,88%rafderwriting discounts but before expensegrést on the notes is payable semi-
annually in arrears. We used the net proceedsobffering for general business purposes, inclgdimding the acquisitions described in
Note 3.

On May 30, 2014, we entered into a term loan agreewmiéimn Wells Fargo Bank, National Association and/adicate of other
lenders, pursuant to which we obtained a $350,008aumed term loan. Our term loan matures on Janu&r0R0, and is prepayable without
penalty at any time. In addition, our term loadliilles a feature under which maximum borrowings neainbreased to up to $700,000 in
certain circumstances. Our term loan bears intatestrate of LIBOR plus a premium of 140 basis moihat is subject to adjustment based
upon changes to our credit ratings. We used thproeeeds of our term loan to repay amounts auistg under our revolving credit facility,
to repay mortgage notes and for general busineg®pes. As of December 31, 2014, the interest rateba for amounts outstanding under
our term loan was 1.6% . The weighted average anmtegest rate for amounts outstanding on our tean was 1.6% for the year ended
December 31, 2014. We incurred interest expensetued associated costs related to our term lo&#8@63 for the year ended December
31, 2014.

Our public debt indenture and its supplements, ceditfacility agreement and our term loan agreengentain a number of
financial and other covenants, including covenéms restrict our ability to incur indebtednessmmake distributions under certain
circumstances and require us to maintain finameté#s and a minimum net worth. We believe we wereoimpliance with the terms and
conditions of our public debt indenture and itspaments, our credit facility agreement and ountéran agreement at December 31, 2014.

In connection with the acquisitions discussed iteN®above, during the year ended December 31, 204 4ssumed $15,630 of
mortgage debt, which was recorded at a fair valugl6{643 . This mortgage has a contractual inteatstof 6.28% and matures in July 2022.
We recorded the assumed mortgage at its fair valhieh exceeded its outstanding principal balanc8h913 . We determined the fair value
of the assumed mortgage using a market approae bgon Level 3 inputs (significant other unobsklwanputs) in the fair value hierarchy.

In June 2014, we repaid at maturity mortgage ndiaseéncumbered two of our properties that had greggte principal balance of
$35,807 and a weighted average interest rate of 5/8%ctober 2014, we prepaid at par our $14,9@@ incurred in connection with certain
revenue bonds scheduled to mature on December I, 2823t loan had an interest rate of 5.875% . AisDctober 2014, we prepaid a
mortgage note scheduled to mature in May 2015ethetimbered one of our properties that had a pahbialance of $11,900 and an interest
rate of 6.25% . In December 2014, we prepaid a mgetgate scheduled to mature in July 2015 that ebeued one of our properties that
had a principal balance of $11,308 and an intesgstof 6.37% . As a result, we recognized lossesaoly extinguishment of
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debt of $12 for the year ended December 31, 20AK0, in February 2015, we repaid a mortgage natepproximately $29,227 that had a
maturity date in March 2015 with an interest r&ft€é.02% encumbering one of our properties.

In June 2013, we prepaid mortgage notes encumbfenimgf our properties that had an aggregate graldialance of $10,377 , a
weighted average interest rate of 6.1% and matdaitgs later in 2013. In September 2013, we prepaidrtgage note encumbering two of
our properties that had an aggregate principahisalaf $13,579 , a weighted average interest rafe98b and a maturity date later in 2013.
As a result, we recognized losses on early extinguistt of debt of $259 for the year ended Decembge2@13.

At December 31, 2014 and 2013, our additional oudstandebt consisted of the following:

December 31, 201 December 31, 201

Face Unamortized Face Unamortized
Unsecured Debi Coupon Maturity Amount Discount Amount Discount
Senior note: 4.300% 2016 $ 250,000 $ 551 $ 250,00C $ 1,085
Senior note: 3.250% 2019 400,000 256 — —
Senior note: 6.750% 2020 200,000 1,133 200,00C 1,348
Senior note: 6.750% 2021 300,000 3,696 300,00C 4,230
Senior note: 4.750% 2024 250,000 737 — —
Senior note: 5.625% 2042 350,000 — 350,00C —
Total unsecured de $ 1,750,00C $ 6,373 $ 1,100,00C $ 6,663

Principal Balance as of Number of Initial Net Book Value of
December 31 Interest Properties as Cost of Collateral

Secured and Other Debi 2014" 2013" Rate Maturity Collateral Collateral 2014 2013
Mortgages® $ — $ 36,145 5.83% Jun 1: — $ 79,000 $ — 3 77,799
Mortgage® 29,362 30,177 6.015%  Mar 1£ 1 99,000 94,245 96,354
Mortgage® — 12,093 6.25% May 1 — 22,350 — 22,033
Mortgage 4,914 5,020 5.65% Jun 1! 1 22,143 20,511 20,965
Mortgage® — 11,465 6.37% Jul 1¢ — 14,849 — 14,197
Mortgage 12,479 12,773 5.66% Jul 1¢ 3 26,606 24,948 25,457
Mortgages 2,728 2,805 5.88% Jul 1 1 15,397 13,991 14,384
Mortgage 6,353 6,579 5.81% Oct 1£ 1 9,650 9,927 9,474
Mortgage 4,403 4,502 5.81% Oct 1t 1 8,600 8,211 8,168
Mortgage 52,000 52,000 5.64% Jan 1 1 70,495 64,175 64,904
Mortgages 6,243 6,363 597%  Apr 1€ 1 10,272 9,552 9,811
Mortgage 85,085 87,928 5.92%  Nov 1€ 2 157,50C 150,036 151,928
Mortgage 12,184 12,366 6.25%  Nov 1€ 1 22,102 21,255 21,672
Mortgage 5,625 5,720 5.86%  Mar 17 1 11,280 11,004 11,292
Mortgage 44,687 45,753 6.54% May 17 8 62,500 53,878 54,702
Mortgages 11,059 11,245 6.15%  Aug1i 1 16,400 14,846 15,180
Mortgage 9,195 9,425 6.73%  Apr 1€ 1 15,100 11,103 11,299
Mortgage 288,518 292,611 6.71% Sep 1! 17 617,161 245,593 252,404
Mortgage® 2,723 3,007 7.31% Jan 2: 1 18,827 16,136 16,478
Mortgage® 1,345 1,482 7.85%  Jan2 — — — —
Mortgage 15,318 — 6.28% Jul 22 1 32,658 25,848 —
Mortgage 3,348 3,444 6.25% Feb 3! — 5,200 4,483 4,588
Mortgage 9,205 9,353 5.95%  Aug 37 1 11,425 8,865 9,080
Mortgage 4,594 4,672 4.375% Sep 4. 1 8,059 7,459 7,632
Bonds® — 14,700 5.875%  Dec 2 — 34,307 — 25,619
Capital Lease 12,770 13,314 7.70%  Apr 2€ 2 28,601 18,237 18,627
Total securet $ 624,139 $ 694,942 47 $ 1,419,482 $ 834,302 $ 964,047
(1) The principal balances are the amounts siatéte contracts. In accordance with U.S. generatlyepted accounting principles , our

carrying values and recorded interest expense maljfferent because of market conditions at the time assumed certain of these
debts. As of December 31, 2014 and 2013, the urtmadmet premiums on certain of these mortgagee $2/937 and $4,485 ,
respectively

(2) In 2014 we repaid this det
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3) In 2015 we repaid this det
4) These two mortgages are collateralized by one M@Bgmty acquired in July 200
We include amortization of capital lease assetiepreciation expense. Assets encumbered by capdisd$ had a net book value of
$18,237 and $18,627 at December 31, 2014 and 2643ectively.

Interest on our unsecured senior notes and ourshisrghyable semiannually in arrears; however, no principal repaymeané due
until maturity. Required monthly payments on ourtgages include principal and interest. Paymentieunur capital leases are due monthly.

Required principal payments on our outstanding dsliif December 31, 2014, are as follows:

2015 $ 71,541
2016 410,66C
2017 65,941
2018 96,197
2019 671,757
Thereaftel 1,488,045

Note 8. Fair Value of Assets and Liabilities

The following table presents certain of our asdeds are measured at fair value on a recurring andrecurring basis at
December 31, 2014 categorized by the level of inpsésl in the valuation of each asset or liability.

Significant
Quoted Prices in Active Significant Other Unobservable
Markets for Identical Observable Inputs Inputs
Description Total Assets (Level 1 (Level 2) (Level 3)
Assets held for sa® $ 3395 $ — 3,395 $ —
Investments in available for sale securi® $ 23,993 $ 23,993 $ — % —
1) Assets held for sale consist5 of our properties 8 buildings) that we expect to sell that are reposefhir value less costs to s¢

We used offers to purchase these properties mattgrdyparties or comparable sales transactionsgl2 inputs) to determine the
fair values of these properties. We have recordeautative impairments of approximately $17,753hese properties in order to
reduce their book value to fair valt
2) Our investments in available for sale secugitielude our 250,000 common shares of EQC andb4)28 common shares of Five
Star. The fair values of these shares are basgdated prices at December 31, 2014 in active magketsel 1 inputs)
We estimate the fair values of our unsecured semttas using an average of the bid and ask prioaiofhen outstanding six
issuances of senior notes (Level 1 inputs) on ouaBecember 31, 2014. The fair values of theseos@oite obligations exceed their book
values of $1,743,628 by $97,332 because these netestrading at a premium to their face amounts.

We estimate the fair values of our secured dehtdiyg discounted cash flow analyses and currendlygiling market terms as of the
measurement date (Level 3 inputs). The fair vafusuo secured debt exceeds its book value of $&P1Ly $67,138 . Because Level 3 inputs
are unobservable, our estimated fair value magudiffaterially from the actual fair value.

In addition to the assets and liabilities descrilvetthe above table, our additional financial instents include rents receivable, cash
and cash equivalents, restricted cash, other uretdebt and other liabilities. The fair valuestafse additional financial instruments
approximate their carrying values at December 8142ased upon their liquidity,
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short term maturity, variable rate pricing or osfimate of fair value using discounted cash flowlgses and prevailing interest rates.

Note 9. Concentration of Credit Risk

The assets included in these financial statemeatpranarily income producing senior housing andltheare related real estate
located throughout the United States. The followigng summary of the assets leased and rents efiomedur significant lessee as of and for
the years ended December 31, 2014 and 2013:

At At
December 31, 201 December 31, 201!
% of % of
Investment®  Total Investment®  Total
Five Star $ 2,125,517 34% $ 2,099,71: 40%
All others 4,113,094 66% 3,163,912z 60%

$ 6,238,611 10005 $ 5,263,625 10004

Year Ended Year Ended
December 31, 201 December 31, 201
Rental % of Rental % of
income Total income Total
Five Star $ 196,269 37% $ 203,719 44%
All others 330,434 63% 255,661 56 %

$ 526,703 10095 $ 459,380 1000

(1) Represents real and personal property le@sedrttenants at historical cost after impairmessés and before depreciation. Excludes
properties classified as held for st
As discussed above, Five Star is our former subrgidfet December 31, 2014, rental income from Fivar $&presented 3 7 % of our
annualized rental income and the properties Fiae IBases from us represented 3 4 % of our inveganat cost, as of December 31, 2014.
As of December 31, 2014, Five Star also managedtéofporof 46 senior living communities for our acou.

See Note 5 for further information relating to ¢eases and management arrangements with Five Star.

Note 10. Segment Reporting

We have four operating segments, of which threeseparately reportable operating segments: (i)etmgt senior living communities
that we lease to operators who provide short termi@mgiterm residential care and dining servicegdsidents, (i) managed senior living
communities that provide short term and long tegsidential care and dining services for residents(a) MOBs. Our triple net and
managed senior living communities include indepebteing communities and assisted living commuestand SNFs. Properties in the MOB
segment include medical office, clinic and biotéadhoratory buildings. The “All Other” category inettiollowing table includes amounts
related to corporate business activities and tleeatimg results of certain properties that offerdss, wellness and spa services to members.
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For the Year Ended December 31, 201

Triple Net Managed
Senior Living  Senior Living All Other
Communities ~ Communities MOBs Operations Consolidated
Revenues
Rental income $ 230,718 $ — $ 278,041 $ 17,944 $ 526,703
Residents fees and servic — 318,184 — — 318,184
Total revenue 230,718 318,184 278,041 17,944 844,887
Expenses
Property operating expens — 245,093 79,471 — 324,564
Depreciatior 61,825 32,462 87,312 3,792 185,391
General and administratiy — — — 38,946 38,946
Acquisition related cosi — — — 4,607 4,607
Impairment of asse’ (10) — — — (10)
Total expense 61,815 277,555 166,783 47,345 553,498
Operating income (los: 168,903 40,629 111,258 (29,401 291,389
Interest and other incon — — — 425 425
Interest expens (25,473 (20,599 (5,844 (93,198 (135,114
Gain (loss) on early extinguishment of d 128 (140 — — (12)
Income (loss) before income tax expense and equigrnings of
an investet 143,558 29,890 105,414 (122,174 156,688
Income tax expens — — — (576, (576,
Equity in earnings of an invest — — — 87 87
Income (loss) from continuing operatic 143,558 29,890 105,414 (122,663 156,199
Discontinued Operation
Income from discontinued operatic — — 1,362 — 1,362
Impairment of assets from discontinued operat — — (4,377 — (4,377
Income before gain on sale of proper 143,558 29,890 102,39¢ (122,663 153,184
Gain on sale of propertit 5,453 — — — 5,453
Net income (loss $ 149,011 $ 29,890 $ 102,39¢ $ (122,663 $ 158,637
Total asset $ 1,777,684 $ 961,618 $ 2,922,62° $ 306,344 $ 5,968,26¢
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For the Year Ended December 31, 201

Triple Net Managed
Senior Living  Senior Living All Other
Communities ~ Communities MOBs Operations Consolidated
Revenues
Rental income $ 237,209 $ — $ 204,594 $ 17,577 $ 459,380
Residents fees and servic — 302,058 — — 302,058
Total revenue 237,208 302,058 204,594 17,577 761,438
Expenses
Property operating expens — 233,711 66,167 — 299,878
Depreciatior 66,854 28,972 53,408 3,792 153,026
General and administrati\ — — — 32,657 32,657
Acquisition related cosi — — — 3,378 3,378
Impairment of asse’ 6,685 — — 1,304 7,989
Total expense 73,539 262,683 119,575 41,131 496,928
Operating income (los: 163,670 39,375 85,019 (23,554 264,510
Interest and other incon — — — 711 711
Interest expens (26,501 (12,217 (5,466 (73,635 (117,819
Loss on early extinguishment of de — — — (797 (797
Income (loss) before income tax expense and equigrnings of
an investet 137,169 27,158 79,553 (97,275 146,605
Income tax expens — — — (600; (600
Equity in earnings of an invest — — — 334 334
Income (loss) from continuing operatic 137,169 27,158 79,553 (97,541 146,339
Discontinued Operation
Income from discontinued operatio — — 5,043 — 5,043
Impairment of assets from discontinued operat — — (37,610 — (37,610
Income before loss on sale of proper 137,169 27,158 46,986 (97,541 113,772
Gain on sale of propertit 37,392 — — — 37,392
Net income (loss $ 174561 $ 27,158 $ 46,986 $ (97,541 $ 151,164
Total asset $ 1,778,591 $ 979,152 $ 1,727,497 $ 279,426 $ 4,764,66€
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For the Year Ended December 31, 201

Triple Net Managed
Senior Living  Senior Living All Other
Communities ~ Communities MOBs Operations Consolidated
Revenues
Rental income $ 246,948 $ — $ 186,065 $ 17,756 $ 450,769
Residents fees and servic — 184,031 — — 184,031
Total revenue 246,948 184,031 186,065 17,756 634,800
Expenses
Property operating expens — 138,81¢ 58,877 — 197,696
Depreciatior 68,419 19,437 47,394 3,792 139,042
General and administrati\ — — — 31,517 31,517
Acquisition related cosi — — — 9,394 9,394
Impairment of asse’ — — 3,071 — 3,071
Total expense 68,419 158,256 109,342 44,703 380,720
Operating income (los: 178,529 25,775 76,723 (26,947 254,080
Interest and other incon — — — 1,117 1,117
Interest expens (35,530 (11,769 (3,255 (66,686 (117,240
Loss on early extinguishment of de — — — (6,349 (6,349
Gain on lease terminatiol 375 — — — 375
Income (loss) before income tax expense and equigrnings o
an investet 143,374 14,006 73,468 (98,865 131,983
Income tax expens — — — (375, (375
Equity in earnings of an invest — — — 316 316
Income (loss) from continuing operatic 143,374 14,006 73,468 (98,924 131,924
Discontinued Operation
Income from discontinued operatic — — 4,061 — 4,061
Income before gain on sale of proper 143,374 14,006 77,529 (98,924 135,985
Loss on sale of properti — — (101 — (101
Net income (loss $ 143374 $ 14,006 $ 77,428 $ (98,924 $ 135,884
Total asset $ 1,817,25¢ $ 949,974 $ 1,684,432 $ 296,341 $ 4,748,002

Note 11. Income Taxes

Our provision for income taxes consists of the follg:

Current:
Federal
State

Deferred:
Federal
State

Income tax provisiol

For the year ended December 3

2014 2013 2012
$ — $ — $ —
576 600 375
576 600 375
$ 576 $ 600 $ 375

A reconciliation of our effective tax rate and theSUfederal statutory income tax rate is as follows:

F-31



Table of Content

For the year ended December 3:
2014 2013 2012

Taxes at statutory U.S. federal income tax 35.0% 35.0% 35.0%
Nontaxable income of SN (35.0% (35.0% (35.0%
State and local income taxes, net of federal tavefi 0.3% 0.4% 0.3%

6.39%  3.49% 2.4%
(6.39% (3.49% _(2.4%
0.30p 0.404 0.3

Change in valuation allowan
Other differences, ni
Effective tax rate

Deferred income tax balances reflect the net taectsfof temporary differences between the carryingumts of assets and liabilities
on our consolidated balance sheets and the amos@disfor income tax purposes and are stated ateehtax rates expected to be in effect
when taxes are actually paid or recovered. Sigmificamponents of our deferred tax assets anditiabibre as follows:

For the year ended December 3

2014 2013
Deferred tax asset

Deferred incomt $ 2,724 $ 2,655
Other 206 332
Tax loss carryforward 17,266 7,373
20,196 10,360
Valuation allowanct (20,196 (10,203
— 157

Deferred tax liabilities
Depreciable asse — (157
Net deferred income taxi $ — $ —

Deferred tax liabilities are included in other lilitigs in the accompanying consolidated balancetshe

Because of our TRSs’ short operating history astbhy of losses, we are not able to conclude thatrtore likely than not we will
realize the future benefit of our deferred tax #sgaus we have provided a 100% valuation allowascef December 31, 2014 and 2013. If
and when we believe it is more likely than not thetwill recover our deferred tax assets, we will regghe valuation allowance as an
income tax benefit in our consolidated statememtpafrations. As of December 31, 2014, our consolid@RSs had net operating loss carry
forwards for federal income tax purposes of appmately $ 43,710 , which, if unused, begin to expir2031. In the normal course of
business, income tax authorities in various inctemgurisdictions conduct routine audits of ourdnee tax returns filed in prior years. Income
tax years subsequent to 2009 may be open to exaamna some of the income tax jurisdictions in whive operate.

Note 12. Per Common Share Amounts

The following table provides a reconciliation oétiveighted average number of common shares uskd tomputation of basic and diluted
EPS. Unvested share-based payment awards thatrcootaiforfeitable rights to dividends are considgparticipating securities and are
included in our computation of basic and dilutedSERIng the two-class method. Other potentially ddutommon shares, including
contingently issuable common shares under our basimanagement agreement with RMR, restricted stearéshe related impact on

earnings, are considered when calculating dilute8 @®Pthousands) :

Year Ended December 31

2014 2013 2012
Weighted average common shares for basic earngmgshare 198,868 187,271 169,508
Effect of dilutive securities: restricted share ad& 26 143 163
Weighted average common shares for diluted earmiegshart 198,894 187,414 169,671
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We had no anti-dilutive common share equivalentstanding for the years ended December 31, 201143 a6d 2012.

Note 13. Selected Quarterly Financial Data (unaudited

The following is a summary of our unaudited quayteglsults of operations for 2014 and 2013:

2014
First Second Third Fourth
Quarter Quarter Quarter Quarter
Revenue: $ 191,497 $ 206,708 $ 216,873 $ 229,809
Net income 38,580 37,659 37,112 45,288
Per share data (basic and dilute
Net income $ 021 $ 019 $ 0.18 $ 0.22
Common distributions declar¢” $ 039 $ 039 $ 039 $ 0.39
2013
First Second Third Fourth
Quarter Quarter Quarter Quarter
Revenue! $ 186,908 $ 186,928 $ 187,265 $ 200,336
Net income® 35,235 5,598 38,125 72,206
Per share data (basic and dilute
Net income $ 019 $ 003 $ 020 $ 0.38
Common distributions declaré® $ 039 $ 039 $ 039 $ 0.39

(1) Amounts represent distributions declared watpect to the periods shown. Distributions are gelygraid in the quarterly period
following the quarterly period to which they rela

(2) In the second quarter, we recorded impairmieatges of $32,267 . On December 31, 2013, we solthaurehabilitation hospitals
for a gain 01$36,251.

Note 14. Pro Forma Information (unaudited)

During 2014, we purchased two senior living commusiéiad two MOBs ( three buildings) , one of which wewly constructed in
December 2013, for $1,204,393 . We also assume®301.5f mortgage debt at a weighted average inteaisof 6.28% related to one of our
2014 acquisitions. In April 2014, we issued 15, 28,common shares in a public offering, raisingpreteeds of approximately $32 2 , 80
7 . Also in April 2014, we sold $400,000 of 3.25%ise unsecured notes due 2019 and $250,000 of 4s&5fi6r unsecured notes due 2024,
raising net proceeds of approximately $644,889May 2014, we entered into a $350,000 term loaneageat, which bears interest at a rate
of LIBOR plus a premium of 140 basis points.

During 2013, we purchased six senior living commesiind six MOBs ( seven buildings) for $202,824 asslimed $12,266 of
mortgage debt at a weighted average interest f&@£26% related to certain of our 2013 acquisitidnslanuary 2013, we issued 11,500,000
common shares in a public offering, raising necpemls of approximately $ 26 1,813 .

The following table presents our pro forma resultepgerations for the years ended December 31, 204013 as if the acquisition
of the 23 MOBs described in Note 3 and all of20&3 and 2014 ac quisitions, except for the newhstructed MOB, described in the two
preceding paragraphs had occurred on Januaf13B, Zhis pro forma data is not necessarily indreadf what actual results of operations
would have been for the periods presented, nor iloegresent the results of operations for anyriperiod. Differences could result from,
but are not limited to, additional property salesnwestments, changes in interest rates and clsangmir equity or debt structure.
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For the Year Ended
December 31
2014 2013
$925,091 $827,801

Total revenue

Net income $173,622 $137,369
Per common share data (basic and dilute
Net income $ 08 $ 068

During the year ended December 31, 2014, we recognezehues of $68,181 , property operating expeof$$4,826 and interest
expense of $631 arising from our acquisitions catgal in 2014. During the year ended December 313,204 recognized revenues of
$12,306 , property operating expenses of $4,057raackst expense of $368 arising from our acqaisstcompleted in 2013.
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Address

City

State

REAL ESTATE AND ACCUMULATED DEPRECIATION

SENIOR HOUSING PROPERTIES TRUST

SCHEDULE I

DECEMBER 31, 201 4
(d ollars are in thousands)

Initial Cost to Company

Encumbrances | oq

Buildings,

Cost
Capitalized

Improvements & Subsequent t

Equipment

Acquisition  Impairment

2184
Parkway
Lake Drive
2634
Valleydale
Road
2021 Dahike
Drive, NE
49 Hughes
Road

200 Terrace
Lane

413 Cox
Boulevard
13840 Nortt
Desert
Harbor
Drive
11209 N.
Tatum
Boulevard
2444 Wes
Las
Palmaritas
Drive

6001 E.
Thomas
Road
7090 East
Mescal
Street
17225
Boswell
Blvd.
14001 W.
Meeker
Boulevard
2500 North
Rosemont
Boulevard
710 N.
Euclid
1350 S. E
Camino Ret
47201
Lakeview
Boulevard
47211/4721
Lakeview
Boulevard
47900
Bayside
Parkway
577 South
Peach Stree
6075 N.
Marks
Avenue
24552 Pase
de Valencie
1642 West
Avenue J
8631 West
3rd Stree
8635 Wes
3rd Stree
1319
Brookside
Avenue

Birminghan

Birminghan
Cullman
Madison
Priceville

Sheffield

Peoria

Phoenix

Phoenix

Scottsdale

Scottsdale

Sun City
Sun City
West
Tucson
Anaheim

Encinitas

Fremont

Fremont

Fremont
Fresnc
Fresnc
Laguna
Hills
Lancaste
Los Angele

Los Angele

Redlands

AL

AL

AL

AL

AL

AL

AZ

AZ

AZ

AZ

AZ

AZ

AZ

CA

CA

CA

CA

CA

CA

CA

CA

CA

CA

CA

CA

580

600

287

334

1,300

394

2,687

1,380

3,820

941

2,315

1,189

395

4,429
2,850

1,510

3,200

3,750

4,580

738

880
3,172
601
24,640

24,640

1,770

5,980

7,574

3,415

3,981

9,447

4,684

15,843

6,349

6,666

8,807

13,650

10,569

3,307

26,119
6,964

18,042

10,177

12,656

10,370

2,577

12,751
28,184
1,859
88,277

90,352

9,982

2,016 =

903 -

289 =

429 -

156 =

462 -

3,542 =

658 -

1,066 -

5,172 =

879 -

4,287 -
737 =

377 -

227 =

852 =

188 -

1,911 -
3,071 =
3,345 -

3,454 -

255 -

Cost at December 31, 201

Land

580

600
287
334
1,300
394

2,687

1,380

3,820
941
2,315
1,189
395

4,429
2,891

1,510
3,200
3,750

4,580

738

880
3,172
601
24,64(

24,64(

1,770

Original
Buildings, Construction /
Improvements & Accumulated Date Renovated
Equipment Total® Depregiation  Acquired Date
7,996 8,576 1,005 8/1/200¢ 2001
8,477 9,077 1,311 8/1/200¢ 2000
3,704 3,991 1,087 11/19/200. 1998
4,410 4,744 1,247 11/19/200. 1998
9,603 10,903 782 2/1/201: 2006
5,146 5,540 1,428 11/19/200 1998
19,385 22,072 7,148 1/11/200: 1990
7,007 8,387 674 9/30/201: 1987
6,666 10,486 667 12/22/2011 1982
9,873 10,814 4,712 5/16/199: 1990
18,822 21,137 6,206 1/11/200: 1984
11,448 12,637 5,572 6/17/199: 1990
3,307 3,702 1,115 2/28/200: 1998
30,406 34,835 11,180 1/11/200: 1989
7,660 10,551 1,239 7/9/200¢ 1992
18,419 19,929 3,141 3/31/200¢ 1999
10,404 13,604 827 9/30/201: 1990
12,798 16,548 1,028 9/30/201: 1985
11,222 15,802 892 9/30/201: 1991/ 201z
2,765 3,503 1,741 12/28/199 1963/ 198¢
13,073 13,953 2,205 3/31/200¢ 1996
30,095 33,267 14,688 9/9/199: 1975/ 1991
4,930 5,631 2,313 12/28/199 1969 / 199«
91,622 116,26: 9,320 11/22/2011 1978
93,806 118,44t 9,540 11/22/2011 1978
10,237 12,007 1,725 3/31/200¢ 1999
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Address
110
Sterling
Court
1371
Parkside
Drive
16925 &
16916
Hierba
Drive
3030
Science
Park

3040
Science
Park

3050
Science
Park

3530 Deer
Park Drive
537 E.
Fulton
Streel

877 East
March
Lane

93 W
Avenida d¢
Los
Arboles
6835
Hazeltine
Streel
1866 San
Miguel
Drive

515
Fairview
110 West
Van Buren
3920 East
San Migue
Streel
2050 Soutl
Main

2501 Little
Bookcliff
Drive
2825
Patterson
Road
1599
Ingalls
Streel
5555 Soutl
Elati Stree
8271 Soutl
Continente
Divide
Road
9005/
9025 Gran
Streel
9005 /
9025 Gran
Streel
7809 W.
38th
Avenue
40 Sebeth
Drive

866 North
Main
Street

City

Roseville

San
Bernardinc

San Diegc

San Diegc

San Diegc

San Diegc

Stockton

Stockton

Stockton

Thousanc
Oaks
Van Nuys

Walnut
Creek

Canon City
Colorado
Springs

Colorado
Springs

Delta

Grand
Junction

Grand
Junction
Lakewood
Littleton
Littleton
Thornton
Thornton
Wheat
Ridge

Cromwell

Wallingford

State

CA

CA

CA

CA

CA

CA
CA

CA

CA

CA

CA

CA
Cco
Cco

co
Cco

co

Cco

Cco

co

Cco

Cco

Cco

co
CcT

CT

Encumbrances

SENIOR HOUSING PROPERTIES TRUST

SCHEDULE I
REAL ESTATE AND ACCUMULATED DEPRECIATION
DECEMBER 31, 201 4
(d ollars are in thousands)

Initial Cost to Company Cost at December 31, 201
Cost Original
Buildings, Capitalized Buildings, Construction /
Improvements & Subsequent ti Improvements & Accumulated Date Renovated
Land Equipment Acquisition  Impairment  Land Equipment Total @  Depreciation Acquired o Date
= 1,620 10,262 351 - 1,62( 10,613 12,23t 1,785 3/31/200: 1998
- 1,250 9,069 686 - 1,250 9,755 11,00¢ 2,294 8/31/2001 1988
= 9,142 53,904 10,688 = 9,14: 64,592 73,73¢ 23,320 1/11/200; 1987 / 199(
- 2,466 46,473 - - 2,46¢ 46,473 48,93¢ 6,293 8/6/200¢ 1986 / 200¢
- 1,225 23,077 - - 1,22¢ 23,077 24,30: 3,125 8/6/200¢ 1986 / 200¢
- 1,508 28,753 - - 1,50¢ 28,753 30,26 3,894 8/6/200¢ 1986 / 200¢
= 670 14,419 366 = 670 14,785 15,45¢ 2,495 3/31/200: 1999
- 382 2,750 917 - 382 3,667 4,049 2,024 6/30/199: 1968
7,411 1,176 11,171 5,498 = 1,17¢ 16,669 17,84¢ 5,036 9/30/200: 1988
- 622 2,522 2,468 - 622 4,990 5,612 2,520 12/28/199° 1965/ 197(
= 718 378 785 = 718 1,163 1,881 637 12/28/199 1969 /198«
- 2,010 9,290 2,601 - 3,36( 10,541 13,90 870 12/1/201 1996
- 292 6,228 1,066  (3,512) 292 3,782 4,074 1,561 9/26/199° 1970/ 198¢
- 245 5,236 1,687  (3,031) 245 3,892 4,137 1,541 9/26/199° 1972/ 199¢
= 1,380 8,894 279 = 1,38( 9,173 10,55 619 7/31/201: 1977
- 167 3,570 763 - 167 4,333 4,500 1,977 9/26/199° 1963/ 197¢
= 204 3,875 1,441 = 204 5,316 5,520 2,853 12/30/199 1968/ 198¢
- 173 2,583 2,124 - 173 4,707 4,880 2,552 12/30/199. 1978/ 199¢
= 232 3,766 3,124 = 232 6,890 7,122 3,542 12/28/199 1972 /198t
- 185 5,043 2,368 - 185 7,411 7,596 4,123 12/28/199 1965
= 400 3,507 = = 400 3,507 3,907 1,181 2/28/200: 1998
- 961 10,867 23 - 982 10,869 11,85: 544 12/28/201 2001
- 475 909 123 - 475 1,032 1,507 49 12/28/201 1987 / 200«
- 470 3,373 - - 470 3,373 3,843 401 4/1/201( 2005
= 570 5,304 942 = 570 6,246 6,816 611 12/22/201 1998
- 430 3,136 510 - 430 3,646 4,076 376 12/22/201 1984
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Address
1145 19th Stree
2141 K Stree

255 Possum Park Roi
4175 Ogletown Road /
501 South Harmony
Road

1212 Foulk Roa”
1912 Marsh Roa
2723 Shipley Roa

407 Foulk Roar
13545 Progress
Boulevard

13631 Progress
Boulevard

13709 Progress
Boulevard

13859 Progress
Boulevard'

Progress Center—Lot
Property

Progress Cent—Lot 4
Property

Progress Vacant Lar
(47 acres

22601 Camino Del Me
6343 Via de Sonrisa d
Sur

1325 S. Congress
Avenue

1425 Congress Avent
1416 Country Clul
Blvd.

8500 Royal Paln
Boulevard

1208 South Military
Trail

3001 Deer Cree
Boulevard

12780 Kenwood Lan

2525 East First Stre
1825 Ridgewoor
Avenue

City
Washingtor
Washingtor
Newark

Newark

Wilmington
Wilmington
Wilmington
Wilmington

Alachua
Alachua
Alachua
Alachua
Alachua
Alachua

Alachua
Boca Rator

Boca Rator
Boynton
Beach
Boynton
Beach

Cape Cora
Coral
Springs
Deerfield
Beach
Deerfield
Beach

Fort Myers
Fort Myers

Holly Hill

State

DC
DC
DE

DE
DE
DE
DE
DE

FL

FL

FL

FL

FL

FL

FL
FL

FL

FL

FL

FL

FL

FL

FL
FL
FL

FL

Encumbrances

SENIOR HOUSING PROPERTIES TRUST

SCHEDULE I
REAL ESTATE AND ACCUMULATED DEPRECIATION
DECEMBER 31, 201 4

(d ollars are in thousands)

Initial Cost to Company

Cost

Buildings, Capitalized
Improvements & Subsequent ti
Land Equipment Acquisition

= 13,600 24,880 2,917
- 13,700 8,400 2,142
= 2,010 11,852 2,893
- 1,500 19,447 993
7,202 1,179 6,950 1,345
- 4,365 25,739 2,516
- 869 5,126 3,606
- 38 227 1,216
- 512 4,935 -
- 512 4,941 -
- 1,080 1,675 203
3,348 570 4,276 4
= 165 = °
- 331 - -
= 4,000 = °
- 3,200 46,800 1,777
= 4,166 39,633 729
- 1,620 5,341 33
= 2,390 14,768 1,306
- 400 2,907 -
- 3,410 20,104 23,072
- 1,690 14,972 8,695
- 3,196 18,848 15,265
- 369 2,174 2,368
= 2,385 21,137 2,461
12,184 900 21,202 1,343

Impairment

Cost at December 31, 201

Land Equipment Total

13,60(
13,70(
2,010

1,500

il 1178)

4,365
869
38

512
512
1,080
570
165
331

4,000
3,200

4,166
1,620
2,390
400
3,410
1,690

3,196
369
2,525

900

Buildings,

Improvements &

27,797
10,542
14,745

20,440
8,295
28,255
8,732
1,443

4,935
4,941
1,878

4,280

48,577
40,362
5,374
16,074
2,907
43,176
23,667

34,113
4,542
23,458

22,545

@

41,39
24,24
16,75¢

21,94(
9,474
32,62(
9,601
1,481

5,447
5,453
2,958
4,850
165
331

4,000
51,777

44,52¢
6,994
18,46+
3,307
46,58¢
25,350

37,30¢
4,911
25,98¢

23,44¢

Accumulated

Depregiation

3,927
1,460
5,304

3,410
3,294
10,186
3,203
461

442
443
156
367

4,291
20,809
329
1,509
982
11,402
8,587

10,016
1,340
11,304

2,190

Date

Acquired ©
5/20/200!

12/22/200:
1/11/200:

3/31/200¢
1/11/200:
1/11/200:
1/11/200:
1/11/200:

6/6/201:
6/6/201:
6/6/201:
7/26/201:
6/6/201:
6/6/201:

8/30/201:
12/15/201

5/20/199:
7/27/201:

8/9/201.:
2/28/200:
1/11/200:
5/16/199-

1/11/200:
1/11/200:
8/16/199:

7/22/201:

Original
Construction /
Renovated
Date
1976
1966
1982

1998
1974/ 199¢
1988 / 199¢

1989

1965

2009
2009
1985
2007
N/A
N/A

N/A
1990

1994 / 199¢
1985 / 200¢
1994
1998
1984
1986

1990
1990

1984 /1981
1926/2006
2005
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Address
2480 North Park Roa

8901 Tamiami Trail E
12780 Waterford Lake
Parkway

1603 S. Hiawassee
Road

1825 N. Mills Avenue
Orlando

1911 N. Mills Avenue,
Orlando

1925 N. Mills Avenue
Orlando

250 N. Alafaya Trai
45 Katherine
Boulevard

900 West Lake Roz"
8500 West Sunrise
Boulevard

1371 South Oceg
Boulevard

2701 North Course D
20480 Veteran
Boulevard

1699 S.E. Lyngate
Drive

501 N.W. Cashmere
Boulevard

900 South Harbour
Island Blvd.

111 Executive Center
Drive

855 North Point Pkw!
1291 Cedar Shoa
Drive

1515 Sheridan Roe
59 Executive Park
South

240 Marietta Highwa
4500 South Stadium
Drive

1352 Wellbrook Circle
1501 Milstead Roa
4960 Jot Em Down
Road

City State
Hollywood FL
Naples FL
Orlando FL
Orlando FL
Orlando FL
Orlando FL
Orlando FL
Orlando FL
Palm Harboi  FL
Palm Harbo  FL
Plantatior FL
Pompanc
Beach FL
Pompanc
Beach FL
Port Charlotte  FL
Port St. Lucie FL
Port St. Lucie FL
Tampa FL
West Palm
Beach FL
Alpharetta GA
Athens GA
Atlanta GA
Atlanta GA
Canton GA
Columbus GA
Conyers GA
Conyers GA
Cumming GA

SENIOR HOUSING PROPERTIES TRUST

SCHEDULE I

REAL ESTATE AND ACCUMULATED DEPRECIATION

DECEMBER 31, 201 4
(d ollars are in thousands)

Initial Cost to Comeanz

Buildings,
Encumbrances Land Equipment

- 4,500 40,500
- 3,200 2,898
- 977 3,926
- 488 2,617
- 519 1,799
- 1,946 7,197
° 135 532

- 967 4,362
o 3,379 29,945
23,032 3,449 20,336
- 4,700 24,300
- 2,500 15,500
- 7,700 2,127
- 400 11,934
- 1,242 11,009
- 890 9,345
- 4,850 6,349
- 2,061 12,153
° 5,390 26,712
- 337 4,006
o 5,800 9,305
- 4,980 11,266
o 806 8,555
- 294 3,505
- 342 4,068
- 750 7,788
- 1,548 18,666

Cost
Capitalized

Improvements &  Subsequent t

Acquisition Impairment  Land

10,355
12,403

342
658
49

1,891
6,217

2,224
1,815
34,558
902
729
494

9,383

407

586
620

143
823

1,144

4,50(
3,20(

977
488
519
1,94¢

135
967

3,37¢
3,44¢

4,70(
2,50(
7,70C

400
1,242

890
4,85(

2,061
5,39(

337
5,80(

4,98(
806

294
342
750

1,54¢

Cost at December 31, 201

Buildings,
Improvements & Accumulated
Equipment Total @ Depresiation
—Equipment | Towl = ________
50,855 55,35¢ 4,010
15,301 18,50: 3,048
3,926 4,903 98
2,617 3,105 65
2,141 2,660 309
7,855 9,801 1,176
581 716 83
4,362 5,329 109
31,836 35,21¢ 15,953
26,553 30,00: 9,271
26,524 31,22¢ 2,739
17,315 19,81¢ 1,752
36,685 44,38¢ 7,562
12,836 13,23¢ 1,277
11,738 12,98( 5,864
9,839 10,72¢ 982
6,356 11,20¢ 1,145
21,536 23,59' 7,051
26,712 32,10: 4,257
4,413 4,750 1,231
9,308 15,10¢ 1,658
11,852 16,83: 1,187
9,175 9,981 321
3,648 3,942 1,032
4,891 5,233 1,299
7,788 8,538 830
19,810 21,35¢ 759

Date

Acquired
12/15/201

8/31/2001
12/18/201
12/18/201.
12/22/200:
12/22/200:

12/22/200:
12/18/201

5/16/199:
1/11/200:

12/15/201
12/15/201
8/31/2001
7/22/201:
5/20/199:
7/22/201:
10/30/200

1/11/200:
8/21/200:

11/19/200
11/30/200

1/26/201:
10/1/201:

11/19/200.
11/19/200
9/30/201(

8/1/201:

Original

Construction /

Renovated
Date
1986
1984

2002
2003
1997
1997

1997
1999

1992
1989/ 199¢

1989
1991
1985
1996
1993
2007
1986

1988
2006

1998
1978
2002 / 200z
1998/2008 /
2008
1999
1997
2008

2011/201z2
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Address

2470 Dug Gap Roz
101 West Ponce De Lec
Avenue

2801 N. Decatur Roz
114 Penland Stre:
353 North Belair Roa

2435 Limestone Parkwe
8080 Summit Business
Parkway

6191 Peake Roe

1360 Upper Hembree Roi
1 Savannah Square Dri
5200 Habersham Stre®”
7410 Skidaway Roa

2078 Scenic Highway Nort
1300 Montreal Roa

1100 Ward Avenu®

600 Manor Drive

2401 E. 8th Stree
608 Prairie Stre¢
1015 West Summ

2340 West Seltice We
850 Lincoln Drive

1250 West Central Roe

1450 Busch Parkwe
7130 Crimson Ridge Driv
1220 Lakeview Drive
900 Southwind Roa

City
Dalton
Decatur
Decatur
Ellijay
Evans
Gainesville

Jonesbort
Macon
Roswell
Savannal
Savannal
Savannal
Snellville
Tucker
Honolulu

Clarinda
Des
Moines
Mediapolis
Winterset
Coeur
d'Alene
Idaho Fall
Arlington
Heights
Buffalo
Grove
Rockford
Romeoville

Springfield

State
GA

GA
GA
GA
GA
GA

SENIOR HOUSING PROPERTIES TRUST

SCHEDULE I
REAL ESTATE AND ACCUMULATED DEPRECIATION
DECEMBER 31, 201 4
(d ollars are in thousands)

Initial Cost to Company Cost at December 31, 201

Cost Original

Buildings, Capitalized Buildings, Construction /

Improvements & Subsequent t Improvements & Accumulated Date Renovated

Encumbrances _Land Equipment Acquisition  Impairment _Land Equipment TOLJm Depregiation Acquired © Date
° 262 3,119 358 = 262 3,477 3,739 941 11/19/200 1997
- 3,500 13,179 - - 3,500 13,179 16,67¢ 851 5/30/201: 1992
o 3,100 4,436 515 = 3,100 4,951 8,051 901 7/9/200¢ 1986

- 496 7,107 344 - 496 7,451 7,947 253 10/1/201:  1998/200¢
- 230 2,663 489 - 230 3,152 3,382 869 11/19/200 1998
- 268 3,186 193 - 268 3,379 3,647 964 11/19/200. 1998
- 1,800 20,664 525 - 1,800 21,189 22,98¢ 2,157 6/20/201: 2007
- 183 2,179 285 - 183 2,464 2,647 703 11/19/200 1998
o 1,080 6,138 = = 1,080 6,138 7,218 409 5/7/201: 2007
- 1,200 19,090 4,087 - 1,200 23,177 24,37 4,907 10/1/2001 1987
4,403 800 7,800 436 - 800 8,236 9,036 826 6/23/201: 2005
- 400 5,670 795 - 400 6,465 6,865 1,550 11/1/200¢ 1989
- 870 4,030 139 - 870 4,169 5,039 593 12/10/200! 1997
- 690 6,210 711 - 690 6,921 7,611 1,842 6/3/200! 1997

52,000 11,200 55,618 858 = 11,20¢ 56,476 67,67t 3,501 6/18/201: 1961 /1981
- 7 1,453 906 - 7 2,359 2,436 1,365 12/30/199 1968

- 123 627 1,307 - 123 1,934 2,057 695 7/1/200C 1965 /1997
- 94 1,776 714 - 94 2,490 2,584 1,456 12/30/199: 1973

- 111 2,099 1,320 (314) 111 3,105 3,216 1,793 12/30/199: 1973/ 199¢
- 910 7,170 259 - 910 7,429 8,339 500 7/31/201: 1993
° 510 6,640 794 = 510 7,434 7,944 480 7/31/201: 1978
- 3,665 32,587 2,589 - 3,665 35,176 38,84. 16,949 9/9/199: 1986
o 3,800 11,456 169 = 3,800 11,625 15,42¢ 1,235 9/16/2011 2009
- 200 7,300 28 - 200 7,328 7,528 744 5/1/201: 1999
= 1,120 19,582 - - 1,120 19,582 20,70: 3,121 8/21/200i 2005
- 300 6,744 1,015 - 300 7,759 8,059 1,749 8/31/2001 1990
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Address
1615 Lakeside Driv:
1675 Lakeside Driv:

406 Smith Drive”
6990 East400unty Road
100 North®

2455 Tamarack Tra

701 East County Line Roi
8505 Woodfield Crossing
Boulevard®

603 Saint Joseph Driv®

1211 Longwood Drive”
1590 West Timberview
Drive

1473 East McKay Roa™
17441 State Rd. #23 (a
17490 E. Douglas Rd

222 South 25th Stre®”
150 Fox Ridge Drivi”
510 W. 7th Stree
1501 Inverness Driv

3501 West 95th Stre®
6555 West 75th Stre

981 Campbell Lan
102 Leonardwoor

4190 Lafayette Roa
690 Mason Headley Road

@00 Mason Headley Ro:

200 Brookside Drive®

Waukegar
Waukegar
Auburn

Avon
Bloomington
Greenwooc

Indianapolis
Kokomo
La Porte

Marion
Shelbyville

South Benc
Terra Haute
Vincennes
Ellinwood

Lawrence
Overland
Park
Overland
Park
Bowling
Green

Frankfort
Hopkinsville
Lexington
Lexington
Louisville

KS

KS

KY
KY
KY
KY
KY
KY

SENIOR HOUSING PROPERTIES TRUST

SCHEDULE I

REAL ESTATE AND ACCUMULATED DEPRECIATION
DECEMBER 31, 201 4

(d ollars are in thousands)

Initial Cost to Company

Cost
Buildings, Capitalized

Improvements & Subsequent t

Encumbrances | g Equipment Acquisition
° 2,700 9,590 161
- 2,420 9,382 38

6,391 380 8,246 40
9,140 850 11,888 216
- 5,400 25,129 4,549
- 1,830 14,303 103
24,137 2,785 16,396 5,668
4,052 220 5,899 163
4,465 770 5,550 35
3,767 410 5,409 209
3,632 190 5,328 79
- 400 3,107 -
10,618 300 138,115 64
2,622 110 3,603 1,113
° 130 1,137 497
- 1,600 18,565 285
19,841 2,568 15,140 3,715
- 1,274 1,126 12,400
o 365 4,345 487
- 560 8,282 1,186
- 316 3,761 189
10,425 - 10,848 11,362
2,345 - 6,394 5,578
29,193 3,524 20,779 5,722

Impairment

Cost at December 31, 201

Land Equipment Total

2,70C
2,42(
380

850
5,40(
1,83C

2,78¢
220
770

410
190

400

300

110

130
1,60C

2,56¢
1,27«

365
560
316

3,52¢

Buildings,

Improvements &

9,751
9,420
8,286

12,104
29,678
14,406

22,064
6,062
5,585

5,618
5,407

3,107
13,179
4,716
1,634
18,850

18,855
13,526

4,832
9,468
3,950
22,210
11,972
26,501

@

12,45
11,84(
8,666

12,95«
35,07¢
16,23t

24,84¢
6,282
6,355

6,028
5,597

3,507
13,47¢
4,826
1,764
20,45(

21,42%
14,80(

5,197
10,02¢
4,266
22,21(
11,97
30,02¢

Accumulated

Depregiation

786
764
1,395

2,027
4,184
1,110

7,475
1,040
983

974
934

1,048
2,252
705
843
2,833

6,784
4,617

1,324
2,123
1,113
10,409
5,536
9,833

Date
Acquired ©
9/30/201:
9/30/201:
9/1/200¢

9/1/200¢
11/1/200t
12/1/201:

1/11/200:
9/1/200¢
9/1/200¢

9/1/200¢
9/1/200¢

2/28/200:
9/1/200¢
9/1/200¢
4/1/199¢

10/1/200¢

1/11/200:
10/25/200:

11/19/200
8/31/2001
11/19/200
1/11/200:
1/11/200:
1/11/200:

Original
Construction /
Renovated
Date
1990
1998
1999

1999
1983
2007

1986 /1997
1998
1998

2000
1999

1998
2005
1985
1972
1988 / 200¢

1985
1989

1999
1989
1999
1985 / 199¢
1980
1984
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Address

1517 West Broadwa
1700 Elmdale Roa
100 Neighborly Way
35 Milbury St

1295 Boylston Stree
50 Northern Ave / 11
Fan Pier Blvc

549 Albany Stree
370 Lunenburg S
165 Mill St

4 Maguire Roat

100 Hampshire Stre:
15 Hampshire Stre:
5 Hampshire Stre¢
176 West S

108 Elm St

30 Newcrossing Roz"
407 Main St

106 East Mair

112 E Main

299 Cambridge Stre
135 Goldstar Blvc
191 May St

277 E Mountair

425 N Lake Ave

City
Mayfield
Paducat
Somerse
Auburn
Boston

Boston
Boston
Fitchburg
Leominster
Lexington
Mansfield
Mansfield
Mansfield
Milford
Millbury
Reading
Spence
Westboroug
Westboroug
Winchestel
Worcestel
Worceste|
Worcestel
Worcestel

State
KY
KY
KY
MA
MA

MA
MA
MA
MA
MA
MA
MA
MA
MA
MA
MA
MA
MA
MA
MA
MA
MA
MA
MA

SENIOR HOUSING PROPERTIES TRUST

SCHEDULE I

REAL ESTATE AND ACCUMULATED DEPRECIATION
DECEMBER 31, 201 4

Encumbrances

11,059

(d ollars are in thousands)

Initial Cost to Company

_Land_
268
450
200

1,510
7,600

52,643
4,576
330
1,520
3,600
2,090
1,360
1,190
510
160
1,443
270
920
230
3,218
865
730
191
1,200

Buildings,

Cost

Capitalized

Improvements & Subsequent ti

Equipment Acquisition

2,730
5,358
4,919
7,000
18,140

784,954
45,029
3,361
8,703
15,555
8,215
7,326
5,737
3,039
768
14,153
2,607
6,956
135
18,988
10,912
3,634
2,133
6,176

736
822
258
310
732

26
32
718
1,321
265
108
595
(1)
50
476
126

10,191
1,136
42
113
101

(7,255)

mpairment

Cost at December 31, 201

Land Equipment

268

450

200
1,510
7,600

52,64«
4,569
330
1,520
3,600
2,182
1,360
1,190
510
160
1,443
270
920
230
3,218
865
730

1,200

Buildings,
Improvements &
Total ©
3,466 3,734
6,180 6,630
5,177 5,377
7,310 8,820
18,872 26,472
784,979 837,62
45,036 49,605
3,393 3,723
9,421 10,941
9,621 13,221
8,388 10,570
7,434 8,794
5,737 6,927
3,634 4,144
767 927
14,203 15,646
3,083 3,353
7,082 8,002
135 365
29,179 32,397
12,048 12,913
3,676 4,406
1,357 1,548
6,277 7,477

Accumulated
Depregiation

977
1,654
1,051
1,208
1,783

13,098
1,501
541
1,555
1,731
822
743
574
767
123
800
598
1,137
23
8,843
1,852
587
241
1,006

Date
Acquired ©
11/19/200
11/19/200

11/6/2001
8/8/200¢
1/26/201:

5/7/201«
8/22/201:
8/8/200¢
8/8/200¢
12/22/200:
12/22/2011
12/22/201
12/22/2011
8/8/200¢
8/8/200¢
9/27/201:
8/8/200¢
8/8/200¢
8/8/200¢
1/11/200:
8/8/200¢
8/8/200¢
8/8/200¢
8/8/200¢

Original
Construction /
Renovated
Date
1999
2000
2000
1977/ 201z
1993 /199

2013
1895/ 201z
1994
1966 / 201(
1994 / 200¢
2002/ 201¢
1988
1988
1989/ 201(
1950 /2011
1986 / 200¢
1992/ 2011
1986 / 201¢
1900
1991
1989 /2011
1986 / 2007
1992 / 199¢
1985/ 2007
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Address
630 Plantation £
2717 Riva Roat

658 Boulton Stree
7600 Laurel Bowie
Road

8100 Connecticut Avent

8220 Snowden Rive
Parkway

700 Port

Street

3004 North Ridge Roz™
1820 Latham
Drive

2100A & B Whittier Drive
10114 +
10116 Sharpsburg Pil

4000 Old Court Roa

715 Benfield Roa”
14400 Homecrest
Road

3701 International Driv:
801 Roeder Road, Unit
Ou-1

720 & 734 N. Pine Roa

4004 & 4012 Waldo Roa
1605 & 1615 Fredericks
Drive

3150 & 3100 Old Centre
Road

2445 & 2485 Mc Cart
Road

41855 Ulysses Street N

1305 Corporate Center
Drive

1201 Northland Drivt
20500/20600 Sout
Diamond Lake Roa

2200 County Road C We

City
Worcestel
Annapolis
Bel Air
Bowie

Chevy
Chase

Columbia

Eastor
Ellicott City

Frederick
Frederick

Hagerstow

Pikesville
Severna
Park
Silver
Spring
Silver
Spring
Silver
Spring
Hampton
Midland

Monroe
Portage

Saginaw
Blaine
Eagar
Mendota
Heights
Rogers
Roseville

State
MA
MD
MD

MD
MD
MD

MD
MD

MD
MD

MD
MD

MD
MD
MD

MD
Ml
Ml

Ml
Ml

Ml
MN

MN
MN

MN
MN

SENIOR HOUSING PROPERTIES TRUST

SCHEDULE I
REAL ESTATE AND ACCUMULATED DEPRECIATION
DECEMBER 31, 201 4
(d ollars are in thousands)

Initial Cost to Company Cost at December 31, 201

Cost Original

Buildings, Capitalized Buildings, Construction /

Improvements & Subsequent ti Improvements & Accumulated Date Renovated

Encumbrances | g Equipment Acquisition  Impairment _Land Equipment Total ®  Depreciation Acquired © Date

° 770 10,408 528 = 770 10,936 11,706 1,838 8/8/200¢ 1990 / 200¢
- 1,290 12,373 515 - 1,290 12,888 14,178 2,186 3/31/200t 2001
o 4,750 16,504 2 = 4,750 16,506 21,256 2,940 11/30/200 1980
- 408 3,421 450 - 408 3,871 4,279 1,385 10/25/200: 2000
53,557 15,174 92,830 2,874 - 15,17¢ 95,703 110,87¢ 7,832 12/15/201 1990
- 1,390 10,303 155 - 1,390 10,458 11,848 1,783 3/31/200¢ 2001
- 383 4,555 2,983 - 383 7,538 7,921 2,088 10/25/200. 2000
19,542 1,409 22,691 6,268 - 1,409 28,959 30,368 8,627 3/1/200: 1997
- 385 3,444 427 - 385 3,871 4,256 1,399 10/25/200 1998
- 1,260 9,464 933 - 1,260 10,397 11,657 1,702 3/31/200t 1999
= 1,040 7,471 525 = 1,040 7,996 9,036 1,310 3/31/200: 1999
- 2,000 4,974 371 - 2,000 5,345 7,345 847 12/22/200: 1987
8,640 229 9,798 1,643 = 229 11,441 11,670 3,903 10/25/200: 1998
- 1,200 9,288 6,502 - 1,200 15,790 16,990 4,943 10/25/200: 1996
o 3,301 29,065 714 = 3,301 29,779 33,080 15,230 7/25/199: 1992

- 1,900 12,858 618 - 1,900 13,476 15,376 876 6/27/201: 1976 / 200C
= 300 2,406 - - 300 2,406 2,706 813 2/28/200: 1998
- 400 2,606 - - 400 2,606 3,006 886 2/28/200: 1998
= 300 2,506 - - 300 2,506 2,806 849 2/28/200: 1998
- 300 2,206 - - 300 2,206 2,506 746 2/28/200: 1998
= 600 5,212 ° = 600 5,212 5,812 1,758 2/28/200: 1998
9,195 2,774 9,276 46 - 2,774 9,322 12,096 469 12/21/201. 2007

- 2,300 13,105 105 - 2,300 13,210 15,510 1,318 12/22/201r 1986 / 198¢

- 1,220 10,208 95 - 1,220 10,303 11,523 1,004 1/25/201: 1989 / 200¢
° 2,760 45,789 1,037 = 2,760 46,826 49,586 8,278 3/1/200¢ 1999
- 590 702 173 - 590 875 1,465 58 9/30/201: 1991
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Address
4166 Lexington Avenu
N

1365 Crestridge Lar
305 & 315 Thompson
Avenue

3828 College Viev
Drive

1 Lincoln Parkway
1488 Belk Boulevart
108 Clarington Drive
112 + 118 Alamanc
Road”

1050 Crescent Gree
Drive

2220 & 2230
Farmington Drive
2101 Runnymede Lar
5920 McChesney Driv
6101 Clarke Cree
Parkway

1002 State Highway £

1001 Phifer Roa”

128 Brawley Schoc”
1309, 1321 + 132
McCarthy Boulevard”

13150 Dorman Roa

13180 Dorman Roa
1730 Parkwoot
Boulevard Wes"

1700 Furnace Stre
414 North Wilson Stree
2720 South 17th Av
1112 15th Stree

800 Stoeger Driv

City
Shoreview
West St. Pau

West St. Pau

Joplin
Hattiesburg
Oxford
Southaver

Burlington
Cary

Chapel Hill
Charlotte
Charlotte

Charlotte

Durham
Kings
Mountain

Mooresville

New Bern
Pineville
Pineville

Wilson
Ashland
Blue Hill
Central City
Columbus
Grand Islanc

State

MN
MN

MN

MO
MS
MS
MS

NC
NC

NC
NC
NC

NC
NC

NC
NC

NC
NC
NC

NC
NE
NE
NE
NE
NE

Encumbrances

6,243

8,252

3,008
4,494

4,914

2,728

SENIOR HOUSING PROPERTIES TRUST

SCHEDULE I
REAL ESTATE AND ACCUMULATED DEPRECIATION

DECEMBER 31, 201 4

(d ollars are in thousands)

Initial Cost to Company

Cost

Buildings, Capitalized
Improvements & Subsequent ti

Land Equipment Acquisition
1,300 4,547 159
400 3,608 100
400 2,506 o
260 11,382 142
1,269 11,691 17
450 5,791 304
450 5,795 355
575 9,697 253
713 4,628 1,952
800 6,414 -
2,475 11,451 437
820 7,790 483
500 13,960 36
595 5,200 131
655 8,283 222
595 7,305 343
1,245 20,898 381
550 7,570 288
630 15,230 7
610 14,787 63
28 1,823 1,281
56 1,064 807
21 919 650
88 561 462
119 1,446 1,404

S9

mpairment

Cost at December 31, 201

Land

1,32(
400

400

260
1,26¢
450
450

575
713

800
2,47¢
820

500
595

655
595

1,24¢
550
630

610
28
56
21
89

119

Original

Buildings, Construction /
Improvements & Accumulated Date Renovated

Equipment Total * Depresiation Acquired © Date
4,686 6,006 421 5/20/201: 1988/ 201(
3,708 4,108 1,379 2/28/200: 1998
2,506 2,906 946 2/28/200: 1998
11,524 11,78« 781 8/31/201: 2003
11,708 12,97% 512 3/22/201: 2005
6,095 6,545 1,299 10/1/200¢ 2000
6,150 6,600 1,312 10/1/2001 2000
9,950 10,52¢ 974 6/23/201: 1998
6,580 7,293 2,367 10/25/200: 1999
6,414 7,214 2,163 2/28/200: 1996
11,888 14,36 1,207 6/20/201: 1999
8,273 9,093 1,141 11/17/200! 2001
13,996 14,49¢ 2,010 11/17/200! 1999
5,331 5,926 520 6/20/201: 1988 /2007
8,505 9,160 866 6/23/201: 1998
7,648 8,243 726 6/23/201: 1999
21,279 22,52« 2,013 6/20/201: 2001/2005/20C
7,858 8,408 1,104 11/17/200! 1998
15,237 15,867 2,187 11/17/200! 1998
14,850 15,46( 1,469 6/20/201: 2004/200€
3,104 3,132 1,362 7/1/200( 1965 / 199¢
1,871 1,927 803 7/1/200( 1967 / 199¢
1,569 1,590 769 7/1/200( 1969 / 199¢
1,022 1,111 512 7/1/200( 1955/ 197¢
2,850 2,969 1,369 4/1/199! 1963/ 199¢
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Address

700 South Highway
1100 West First Stres
510 Centennial Circl
17007 Elm Plazi

3030 South 80th Stre
333 Maple

1350 Centenial Av
11041 North 137th Stre
490 Cooper Landing Roi
1400 Route 7

2 Hillside Drive

655 Pomander Waf
40500 Academy Road N
4100 Prospect Avenue I
4300 Landau Street N
4411 The 25 Wa

4420 The 25 Wa
9190 Coors Boulevar
NW

3201 Plumas Stre

6300 Eighth Ave

5823 Widewaters
Parkway

4939 Brittonfield Parkwa
£008 Brittonfield Parkwa

200 Old County Roa
15 North Broadwa

City
Gretna
Milford
North Platte
Omahe
Omahe
Sutherlanc
Utica
Waverly
Cherry Hill
Lakewood

Arl}ngton

Teaneck

Albuquerque
Albuquerque
Albuquerque
Albuquerque
Albuquerque

Albuquerque
Reno
Brooklyn
Dewitt

East
Syracuse

East
Syracuse

Mineola
White Plains

State
NE
NE
NE
NE
NE
NE
NE
NE
NJ
NJ

NJ

NJ

NM
NM
NM
NM
NM

NM
NV
NY

NY
NY

NY
NY
NY

Encumbrances

31,528
25,991

4,068

SENIOR HOUSING PROPERTIES TRUST

SCHEDULE I
REAL ESTATE AND ACCUMULATED DEPRECIATION

DECEMBER 31, 201 4
(d ollars are in thousands)

Initial Cost to Company

237
24
370
4,680
650
19

21
529
1,001
4,885

1,375
4,950
3,828

540
1,060
3,480
1,430

1,660
2,420
3,870

600
720

420
4,920
4,900

Buildings,

Cost

Capitalized

Improvements & Subsequent t

Land Equipment Acquisition

673
880
8,968
22,022
5,850
1,251
569
686
8,175
28,803

11,232
44,550
22,572
10,105
9,875
25,245
2,609

9,173
49,580
8,545

5,004
17,084

18,407
24,056
13,594

897
648
619

1,836
2,562

757
1,728
5,325

4,120
65

5,439

797
290

289
2,177

S-10

Impairment  Land Equipment

Cost at December 31, 201

237
24
370
4,68(
650
19
21
529
1,001
4,88¢

1,37¢
4,95(
3,82¢

540
1,06(
3,59%
1,47¢

1,66(
2,42(
3,87(

600
720

458
4,92(
4,90(

Buildings,
Improvements & Accumulated
Total @  Depreciation
1,570 1,807 691
1,528 1,552 741
9,587 9,957 1,610
22,022 26,70: 3,510
6,293 6,943 1,673
1,738 1,757 752
1,016 1,037 444
1,295 1,824 696
10,011 11,010 2,592
31,365 36,25( 11,421
11,989 13,36« 3,532
46,278 51,22¢ 4,193
27,897 31,72¢ 9,520
10,113 10,65¢ 1,822
9,883 10,94¢ 1,781
29,252 32,84¢ 2,961
2,628 4,104 268
9,181 10,84: 1,654
55,019 57,43¢ 4,218
8,551 12,42: 1,363
5,801 6,401 429
17,374 18,09: 2,711
18,658 19,11¢ 2,979
26,233 31,150 2,135
13,594 18,49: 2,026

Date

Acquired ©
7/1/200(
7/1/200(
2/17/200t
8/21/200¢
6/3/200!
7/1/200(
7/1/200(
7/1/200(
12/29/200:
1/11/200:

12/29/200
12/15/201

1/11/200:
10/30/200
10/30/200
12/22/201
12/22/2011

10/30/200
12/15/201
8/8/200¢

9/30/201:
9/30/200t

7/9/200¢
9/30/201:
1/26/200!

Original
Construction /
Renovated
Date
1972/ 199¢
1967 /197C
1988
2007
1992
1970/ 199¢
1966 / 198¢
1989/ 199¢
1999
1987 /1997

2001
1989
1986
1977
1973
1975 / 200C
1975

1983
1989
1971

1991
2001

1999
1971 /198¢
1952
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Address

537 Riverdale Avenu®
4590 and 462
Knightsbridge
Boulevard®

3929 Hoover Roa
5260 Naiman Parkwe
5370 Naiman Parkwe
200 N. Bryant Ave

600 National Ave
701 Northeast 10t
Street

8315 S. Walker Ave

71 Darlington Roa
200 Hill Church-
Houston RD., Rt. 519 !

950 Morgan Highwa:
145 Broadlawn Drivt
600 N. Pottstown Pik

475 Virginia Drive

525 Virginia Drive
242 Baltimore Pike
723 Dresher Roa
210 Mall Boulevarc
216 Mall Boulevarc
5300 Old William Penr
Highway

800 Manor Drive
7151 Saltsburg Roe
5750 Centre Avt
730 Holiday Drive

3043 Walton Roa

Yonkers

Columbus
Grove City
Solon

Solon
Edmond
Midwest City

Oklahoma City
Oklahoma City
Beaver Falls

Canonsbur(
Clarks Summi
Elizabeth

Exton

Fort
Washingtor
Fort
Washingtor

Glen Mills
Horsham

King of Prussie
King of Prussie
Murrysville

New Britain
(Chalfont)

Penn Hills
Pittsburgk

Pittsburgk
Plymouth
Meeting

OK
OK
PA

PA
PA
PA
PA

PA

PA
PA
PA
PA
PA

PA

PA
PA
PA
PA

PA

SENIOR HOUSING PROPERTIES TRUST

SCHEDULE I
REAL ESTATE AND ACCUMULATED DEPRECIATION
DECEMBER 31, 201 4
(d ollars are in thousands)

Initial Cost to Company Cost at December 31, 201

Cost Original

Buildings, Capitalized Buildings, Construction /

Improvements & Subsequent t Improvements & Accumulated Date Renovated

Encumbrances | 5y Equipment Acquisition  Impairment  Land Equipment Total ®  Depresiation Acquired © Date
29,362 8,460 90,561 1,273 = 8,46( 91,834 100,29: 6,049 8/31/201: 2000
18,104 3,623 27,778 7,164 - 3,62¢ 34,942 38,565 12,624 1/11/200: 1989
- 332 3,081 791 - 332 3,872 4,204 1,871 6/4/199¢ 1965
- 450 2,305 330 - 599 2,486 3,085 289 12/22/201 1974
o 550 2,147 54 = 550 2,201 2,751 177 9/30/201: 1975
- 430 2,955 - - 430 2,955 3,385 394 9/1/200¢ 1992

- 410 2,970 - - 410 2,970 3,380 396 9/1/200¢ 1985/ 199¢
- 500 19,046 - - 500 19,046 19,546 2,540 9/1/200¢ 1978
- 480 1,546 - - 480 1,546 2,026 206 9/1/200¢ 1991
- 1,500 13,500 444 - 1,50¢ 13,944 15,444 3,651 10/31/200: 1997

° 1,518 13,493 587 = 1,51¢ 14,080 15,598 10,645 3/1/199: 1985/ 199(
- 1,001 8,233 318 - 1,001 8,551 9,552 2,534 12/29/200 2001
o 696 6,304 690 = 696 6,994 7,690 1,856 10/31/200: 1986
- 1,001 8,233 1,038 - 1,001 9,271 10,272 2,656 12/29/200: 2000
- 1,010 4,837 104 - 1,01C 4,941 5,951 399 9/30/201: 1996
- 3,100 6,775 0) (9,222) 653 - 653 - 6/25/200% 1997
- 1,001 8,233 484 - 1,001 8,717 9,718 2,651 12/29/200 2001

- 1,010 4,456 431 - 1,01C 4,887 5,897 585 12/22/201r 1983 /1997
o 1,540 4,743 1) = 1,54( 4,732 6,272 755 8/8/200¢ 1997
- 880 2,871 83 - 880 2,954 3,834 282 1/26/201: 1996
= 300 2,506 = = 300 2,506 2,806 932 2/28/200: 1998
- 979 8,052 537 - 979 8,589 9,568 2,601 12/29/200 1998
= 200 904 - - 200 904 1,104 339 2/28/200: 1997
- 3,00C 11,828 1,055 - 3,00¢ 12,883 15,883 2,272 6/11/200% 1991
° 2,48C 6,395 1,151 = 2,48( 7,546 10,026 728 12/22/2011 1996

- 1,68C 9,187 139 - 1,71% 9,293 11,006 752 9/30/201: 1996 / 199¢

S-11
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Address
1400 Riggs Roa

700 Northampton Stre
5250 Meadowgreen Dri'
1304 McLees Roa

109 Old Salem Roa
1119 Pick Pocke
Plantation Drive

719 Kershaw Highwa
2333 Ashley River Roa

320 Seven Farms Driv

201 Executive Center
Drive

251 Springtree Drivi
3 Summit Terrac
7909 Parklane Roe
355 Berkmans Lan
116 Enterprise Cou
1901 West Carolin
218 Old Chapin Roa

491 Highway 17
1010 Lake Hunter Circle
987 Bowman Roa

9547 Highway 17 Nort
2306 Riverbank Drivi
1920 Ebenezer Rot
15855 Wells Highwa
One Southern Cou
1251 Arizona S.W
1345 Michigan Ave SV

City
South Parl
Tiffany Court
(Kingston)

Whitehall
Anderson
Beaufort

Beaufort
Camder
Charlestor
Charlestor

Columbia
Columbia
Columbia
Columbia
Greenville
Greenwooc
Hartsville
Lexington
Little River

Mt. Pleasan
Myrtle Beach
Orangebur¢
Rock Hill
Senec:

West Columbie
Huron

Huron

State

PA

PA
PA
SC
SC

SC
SC
SC
SC

SC
SC
SC
SC
SC
SC
SC
SC
SC

SC
SC
SC
SC
SC
SC
SD
SD

SENIOR HOUSING PROPERTIES TRUST

Encumbrances

4,594

4,887

SCHEDULE I
REAL ESTATE AND ACCUMULATED DEPRECIATION
DECEMBER 31, 201 4
(d ollars are in thousands)

Initial Cost to Company

Land Equipment

898

1,59¢
295
188

1,20¢
322
848
1,092

390
300
610
1,58(
700
310
401
363
750

3,80¢
543
303
300
396
520
45
144

Buildings,

Cost
Capitalized

Improvements & Subsequent ti

8,102

5,682
14,401
3,509
2,234

10,810
3,697
14,000
6,605

4,659
1,905
7,900
4,520
7,240
2,790
4,775
4,322
9,018

31,613
3,202
3,607
1,705
4,714
3,831

968
3,108

Acquisition
248

1,420
il 2L,
213
601

417
908
351
264

332
751
296

88
193
571
402
248

1,748
7,756
690

470

S-12

mpairment

Cost at December 31, 201

Buildings,
Improvements & Accumulated

Land. Equipment TLalm Depregiation
898 8,350 9,248 2,220

- 7,102 7,102 2,041
1,59¢ 15,612 A7 20 4,105
295 3,722 4,017 1,052
188 2,835 3,023 947
1,20¢ 11,227 12,427 1,146
322 4,605 4,927 1,321
848 14,351 15,19¢ 1,374
1,092 6,869 7,961 502
390 4,991 5,381 474
300 1,905 2,205 643
610 8,651 9,261 1,159
1,58( 4,816 6,396 380
700 7,328 8,028 1,068
310 2,983 3,293 821
401 5,346 5,747 1,492
363 4,724 5,087 1,365
750 9,266 10,01¢ 879
3,89¢ 33,361 37,25¢ 2,317
543 10,958 11,50 2,313
303 4,297 4,600 1,231
300 1,705 2,005 618
396 5,184 5,580 1,449
520 3,831 4,351 383
45 969 1,014 567
144 3,112 3,256 1,821

Date
Acquired ©
10/31/200:
12/29/200
10/31/200:
11/19/200
11/19/200

6/20/201:
11/19/200
6/20/201:
5/29/201:

12/22/2011
2/28/200:
11/17/200!
9/30/201:
11/17/200!
6/3/200!
11/19/200
11/19/200
6/23/201:

7/1/201%
1/11/200:
11/19/200
2/28/200:
11/19/200
12/22/201
6/30/199:
6/30/199:

Original
Construction /
Renovated
Date
1995

1997
1987
1999
1999

2005
1999
1999
1998

1988
1998
2002
1990 / 2002
2002
1999
1999
1999
2000

1997 / 198:
1980
1999
1998
2000
2000
1968

1968 /197i
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Address

3600 S. Nortor

6716 Nolensville Roa
207 Uffelman Drive
51 Patel Way

2900 Westside Driv
1010 East Spring Stre
105 Sunrise Circl
1085 Hartsville Pike
2025 Caldwell Drive
1200 North Parkwa

550 Deer View Way

3020 Heatherton We
511 Pearson Springs
Road

1710 Magnolia Blvc
971 State Hwy 12
6818 Austin Center
Blvd

6937 IH 35 North-Am
Founders

7600 Capital Texas
Highway

Bailey Square (1111
34th St)

4620 Bellaire
Boulevard

120 Crosspoint Driv:
4015 Interstate 4
5455 La Sierra Driv:
7831 Park Lan

1575 Belvidere

96 E. Frederick Rc

Sioux Falls
Brentwood
Clarksville
Clarksville
Clevelanc
Cookeville
Franklin
Gallatin
Goodlettsville
Jacksor

Jefferson City
Knoxville

Maryville
Nashville
Allen

Austin
Austin
Austin
Austin

Bellaire
Boerne
Conroe
Dallas

Dallas

El Pasc
Fredericksbur

TN
TN

TN
TN
>

T

>

T

X

TX
X
TX
>
T
>
X

Encumbrances

SENIOR HOUSING PROPERTIES TRUST

SCHEDULE I
REAL ESTATE AND ACCUMULATED DEPRECIATION

DECEMBER 31, 201 4
(d ollars are in thousands)

Initial Cost to Company

Cost

Buildings, Capitalized
Improvements & Subsequent ti

Land Equipment Acquisition
253 3,062 4
1,528 6,037 16
320 2,994 611
800 10,322 591
305 3,627 682
322 3,828 583
322 3,833 585
280 3,327 245
400 3,507 o
295 3,506 312
940 8,057 354
304 3,618 1,803
300 3,207 100
750 6,750 4,177
2,590 17,912 o
1,540 27,467 784
760 5,186 441
300 4,557 -
400 21,021 799
1,238 11,010 1,427
220 4,926 134
620 14,074 78
2,300 25,200 684
4,709 27,768 6,631
2,301 13,567 2,492
280 4,866 811

S-13

mpairment

Cost at December 31, 201

Land
253
1,52¢
320
800
305
322
322
280
400
295

940
304

300
750
2,59(

1,54(
760
300
400

1,23¢
220
620
2,30C
4,70¢
2,301
280

Buildings,
Improvements & Accumulated
Equipment Total * Depresiation
—=qupment _ Toa  __
3,066 3,319 1,797
6,053 7,581 314
3,605 3,925 765
10,913 11,718 627
4,309 4,614 1,187
4,411 4,733 1,198
4,418 4,740 1,199
3,572 3,852 1,003
3,507 3,907 1,181
3,818 4,113 1,099
8,411 9,351 276
5,421 5,725 1,409
3,307 3,607 1,115
10,927 11,67% 2,567
17,912 20,50z 2,855
28,251 29,79 4,452
5,627 6,387 657
4,557 4,857 456
21,820 22,22( 3,511
12,437 13,67¢ 5,916
5,060 5,280 871
14,152 14,77: 1,475
25,884 28,18« 2,267
34,399 39,10¢ 11,813
16,059 18,36( 5,595
5,677 5,957 876

Date

Acquired ©

6/30/199:
11/30/201.
12/31/200!
12/19/201.
11/19/200
11/19/200.
11/19/200
11/19/200

2/28/200:
11/19/200.

10/15/201
11/19/200.

2/28/200:
6/3/200¢
8/21/200¢

10/31/200:
1/26/201:
12/22/201
6/25/200¢

5/16/199-
2/7/200¢
10/26/2011
12/15/201
1/11/200:
1/11/200:
2/7/200¢

Original

Construction /

Renovated
Date
1960/ 197¢
2010
1997
2005
1998
1998
1997
1998
1998

1999
2000/2010 .
2011

1998

1998
1979
2006

1993

1980

1996
1975/ 200(

1991
1990
2009
1989
1987
1989
1999
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Address

6435 S.F.M. 54!

13215 Dotson Roa

777 North Post Oak Ro¢
4770 Regent Blvi

9812 Slide Roa

605 Gateway Central / 6
Steve Hawkins Parkwe
7150 N. President Geor¢
Bush Turnpike

21 Spurs Lan
311 Nottingham We<*
511 Knights Cross Driv

575 Knights Cross Driv
5055 West Panther Cre
Drive

900 North Taylor Stre¢
2610 Barracks Roe
491 Crestwood Driv”
1005 Elysian Plac
2856 Forehand Driv
4001 Fair Ridge Drivi
20 HeartFields Lan
2800 Polo Parkwa
655 Denbigh Boulevar®
6161 Kempsville Rt
6311 Granby Stret
885 Kempsville R¢
531 Wythe Creek Roe

City
Heath
Houston
Houston
Irving
Lubbock

Marble Falls

North Garlanc
San Antonic
San Antonic
San Antonic
San Antonic

Woodlands
Arlington
Charlottesville
Charlottesville
Chesapeak
Chesapeak
Fairfax
Fredericksbur
Midlothian
Newport New
Norfolk
Norfolk
Norfolk
Poquosor

State Encumbrances

TX -
TX o
X -
TX -

X -

TX -
X 15,318
TX 27,552
TX -
TX -

X 37,239
VA -

VA -
VA 9,889
VA -

VA -

VA -

VA 10,370
VA -
VA

VA -
VA -
VA -
VA -

7,912

SENIOR HOUSING PROPERTIES TRUST

SCHEDULE I
REAL ESTATE AND ACCUMULATED DEPRECIATION

DECEMBER 31, 201 4
(d ollars are in thousands)

Initial Cost to Company

Buildings,

Cost

Capitalized

Improvements & Subsequent ti

Land Equipment Acquisition
1,135 7,892 1
990 13,887 -
5,537 32,647 11,117
2,830 15,082 10
1,110 9,804 (6)
1,440 7,125 197
1,981 8,548 -
3,141 23,142 -
4,283 25,256 5,729
1,200 6,500 24
1,100 13,900 375
3,694 21,782 3,945
1,885 16,734 270
2,976 26,422 431
641 7,633 926
2,370 23,705 135
160 1,498 808
2,500 7,147 443
287 8,480 1,272
1,103 13,126 1,428
581 6,921 429
1,530 9,531 413
1,920 16,538 30
1,780 8,354 778
220 2,041 740

S-14

Cost at December 31, 201

Impairment  Land

1,13t

990
5,531
2,83(
1,11¢

1,44(

1,981
3,141
4,28:
1,20C
1,10¢

3,694
1,88¢
2,97¢
641
2,37(
160
2,50(
287
1,10t
581
1,53(
1,92(
1,78C
220

Buildings,

Improvements & Accumulated
Equipment TLalm Depregiation
7,893 9,028 395
13,887 14,877 839
43,764 49,30: 14,663
15,092 17,92 2,468
9,798 10,90¢ 1,128
7,322 8,762 428
8,548 10,52¢ 427
23,142 26,28! 434
30,985 35,26¢ 11,079
6,524 7,724 950
14,275 15,37¢ 2,080
25,727 29,42 9,943
17,004 18,88¢ 8,697
26,853 29,82¢ 13,789
8,559 9,200 2,398
23,840 26,21( 2,300
2,306 2,466 748
7,590 10,09( 1,280
9,752 10,03¢ 3,314
14,554 15,657 4,076
7,350 7,931 2,065
9,944 11,47« 1,512
16,568 18,48¢ 1,646
9,132 10,91 1,418
2,781 3,001 882

Date
Acquired ©
12/31/201.

7/17/201:
1/11/200:
6/25/200%

6/4/201(

12/19/201.

12/31/201
4/10/201-
1/11/200:

11/17/200!

11/17/200!

1/11/200:
7/25/199:
6/17/199:
11/19/200
6/20/201:
5/30/200:
12/22/200:
10/25/200.
11/19/200
11/19/200
12/22/200:
6/20/201:
5/20/200¢
5/30/200:

Original
Construction /
Renovated
Date
2004
2007
1989/ 199¢
1995 / 200(
2009

1994/2002

2006
2006
1989
2003
2003

1988 / 198¢
1992
1998
1991
2006
1987
1990
1998
1996
1998
1999
2005
1981
1987
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SENIOR HOUSING PROPERTIES TRUST

SCHEDULE I

REAL ESTATE AND ACCUMULATED DEPRECIATION
DECEMBER 31, 201 4

(d ollars are in thousands)

Initial Cost to Company

Cost at December 31, 201

Cost Original
Buildings, Capitalized Buildings, Construction /
Improvements & Subsequent t Improvements & Accumulated Date Renovated
Address City State Encumbrances Land Equipment Acquisition Impairment Land Equipment Total Depresiation Acquired o Date
3000 Skipwith
Road Richmond VA - 732 8,717 730 — 732 9,447 10,179 2,616 11/19/200. 1999
9900
Independence
Park Drive® Richmond VA 9,205 326 3,166 - — 326 3,166 3,492 244 11/22/201 2005
9930
Independence
Park Drive Richmond VA - 604 5,432 - — 604 5,432 6,036 419 11/22/201 2005
5620 Wesleya Virginia
Drive Beach VA - 893 7,926 1,370 — 893 9,296 10,189 4,219  5/16/199: 1990
4132 Longhill
Road Williamsburg VA - 270 2,468 943 — 270 3,411 3,681 1,045 5/30/200: 1987
21717 30tt
Drive SE Bothell WA - 3,012 12,582 - — 3,012 12,582 15,594 603  2/14/201: 1998
21823 30tt
Drive SE Bothell WA - 2,627 12,657 - — 2,629 12,655 15,284 606  2/14/201: 2000
516 Kenosie
Avenue South oy WA 6353 1,300 8,458 744 — 1,300 9,202 10,502 574 7/31/201: 1971
2956 152nc¢
Ave NE Redmonc WA - 5,120 16,683 1,192 — 5,120 17,875 22,995 932 1/9/201¢ 1990/ 200
555 16th
Avenue Seattle WA - 256 4,869 67 — 256 4,936 5,192 2,848  11/1/199: 1964
18740 W.
Bluemound
Rd. Brookfield wi - 832 3,849 4,087 — 832 7,936 8,768 3,649 12/28/1991 1964 /199
3003 West
Good Hope
Road Glendale Wi - 1,500 33,747 - — 1,500 33,747 35,247 4,429  9/30/200¢ 1963 /200
7007 North
Range Line
Road Glendale wi - 250 3,797 - — 250 3,797 4,047 498  9/30/200¢ 1964 /200
215
Washington
Street Grafton wi - 500 10,058 - — 500 10,058 10,558 1,320  9/30/200¢ 2009
N168W22022
Main Stree' Jacksor wi - 188 5,962 5 — 188 5,967 6,155 6  12/1/201: 2005
8351 Sherida
Rd Kenoshe wi - 750 7,669 148 — 750 7,817 8,567 1,353 1/1/200¢ 2000
5601 Burke Rt Madison wi - 700 7,461 51 — 700 7,512 8,212 1,306 1/1/200¢ 2000
7707 N.
Brookline 1999/ 2004
Drive Madison Wi - 2,615 35,545 12 — 2,615 35,557 38,172 38  12/1/201- 2011
10803 N. Port
Washington R 101100 wi 4212 800 8,388 396 — 800 8,784 9,584 1,557  1/1/200¢ 1999
701 East Puetz
Rd Oak Creel wi - 650 18,396 262 — 650 18,658 19,308 3,278 1/1/200¢ 2001
321 Riverside
Drive Pewauket wi - 984 2,432 1,237 — 984 3,669 4,653 2,018 9/10/199¢ 1963 /196
W231 N1440
Corporate
Court Pewauket Wi - 3,900 41,140 - — 3,900 41,140 45,040 5,400  9/30/200¢ 1994
8438 & 840C
Washington
Avenue Racine wi o 1,150 22,436 - — 1,150 22,436 23,586 2,945  9/30/200¢ 1986
1221 North
26th Stree Sheboygai Wi - 300 975 - — 300 975 1,275 128  9/30/200¢ 1987
1222 North
23rd Stree Sheboygai wi - 120 4,014 - — 120 4,014 4,134 527  9/30/200¢ 1987
2414 Kohler
Memorial
Drive Sheboygai wi - 1,400 35,168 - — 1,400 35,168 36,568 4,616  9/30/200¢ 1986
1125 N Edge 2001/2011
Trail Verona wi - 1,365 9,581 889 — 1,365 10,470 11,835 322  11/1/201: 200¢
1451 Clevelan
Avenue Waukeshs¢ wi - 68 3,452 3,141 — 68 6,593 6,661 3,656 12/28/1991 1958 /199
3289 North
Mayfair Road Wauwatos: ~ WI - 2,300 6,245 - — 2,300 6,245 8,545 820  9/30/200¢ 1964 /200
5301 W.
Lincoln Ave West Allis Wi - 1,600 20,377 7,298 — 1,600 27,675 29,275 3,835 1/1/200¢ 2001
503 South 18t
Street Laramie wy - 191 3,632 793 — 191 4,425 4,616 2,568 12/30/199: 1964 /198
1901 Howell
Ave. Worland wy - 132 2,507 1,321 — 132 3,828 3,960 2,009 12/30/199: 1970/199
Total $ 624,139 $684,385 $ 5072,23¢ $ 506,215 $ (24,223 $683,979 $ 5,554,63: $6,238,611 $ 983,850

Note: The above table excludes properties classiféeldeld for sale as of December 31,201 4 .
1) Represents mortgage debt and capital leases, @xgltie unamortized balance of fair value adjustiméstaling $2.9 million

2) Aggregate cost for federal incortax purposes is approximately .6 billion.
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(3)
4)

(5)
(6)

SENIOR HOUSING PROPERTIES TRUST

SCHEDULE I
REAL ESTATE AND ACCUMULATED DEPRECIATION
DECEMBER 31, 201 4
(d ollars are in thousands)
We depreciate buildings and improvements over gsrianging up to 40 years and equipment over peraaging up to 12 yeai
For assets transferred to us upon our spifraffi E quity Commonwealth (formerly known as C oamWealth REIT ), or EQC ,
indicates the dates acquiredEQC.
These properties are collateral for ot611.4 million of mortgage note:
These properties are subject to 0112.8 million of capital leases
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REAL ESTATE AND ACCUMULATED DEPRECIATION

SENIOR HOUSING PROPERTIES TRUST
SCHEDULE I

DECEMBER 31, 201 4
(d ollars are in thousands)

Analysis of the carrying amount of real estate aquigment and accumulated depreciation during thieqe

Balance at December 31, 20
Additions
Disposals
Impairment

Balance at December 31, 20
Additions
Disposals
Impairment

Balance at December 31, 20
Additions
Disposals
Impairment

Balance at December 31, 201

Real Estate an

Accumulated

Equipment Depreciation
$ 4,563,782 $ 598,445
460,272 116,772
(846) (8)
(3,593 (522)
5,019,61¢ 714,687
245330 126,073
(1,320 —
5,263,62¢ 840,760
974,986 143,090

$ 6,238,611 $ 983,850
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SIGNATURE S

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, the reamgthas duly caused this report
to be signed on its behalf by the undersignedgtir@o duly authorized.

SENIOR HOUSING PROPERTIES TRUS

By:/s/ David J. Hegarty

David J. Hegarty
President and Chief Operating Offic
Dated: February 27, 20:

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed belothéfollowing persons on
behalf of the registrant and in the capacities@mthe dates indicated.

Signature
/s/ David J. Hegart

David J. Hegart

/s/Richard A. Doyle

Richard A. Doyle

/s/John L. Harringtor

John L. Harringtor

/s/ Adam D. Portnoy

Adam D. Portnoy

/s/Barry M. Portnoy

Barry M. Portnoy

/sl Jeffrey P. Somer

Jeffrey P. Somer

/sl Frederick N. Zeytoonjia

Frederick N. Zeytoonjia

Title Date

President and Chief Operating Offic February 27, 201
Treasurer and Chief Financial Officer February 27, 2015
(principal financial officer and principal accoumdi officer)

Independent Trustee February 27, 2015
Managing Trustee February 27, 2015
Managing Trustee February 27, 2015
Independent Trustee February 27, 2015
Independent Trustee February 27, 2015



Exhibit 3.1
SENIOR HOUSING PROPERTIES TRUST
Articles of Amendment and Restatement

September 20, 1999
As Amended February 13, 2002
and Amended January 21, 2004
and Amended February 7, 2007
and Amended June 1, 2007
and Amended December 12, 2007
and Amended February 21, 2008
and Amended June 3, 2008
and Amended June 28, 2011
and Amended July 10, 2012
and Amended April 17, 2014
and Amended June 5, 2014
and Amended February 4, 2015

SENIOR HOUSING PROPERTIES TRUST
ARTICLES OF AMENDMENT AND RESTATEMENT
FIRST: Senior Housing Properties Trust, a Maryland esshte investment trust (the “Trust”) formed untligle 8 of the Corporations and
Associations Article of the Annotated Code of Margldas amended and in effect from time to time, iantliding any successor title thereto, “Title 8”),

desires to amend and restate its Declaration oft Bsusurrently in effect and as hereinafter amendétreferences in the Declaration of Trust tesific
sections of Title 8 shall include applicable susceprovisions.

SECOND: The following provisions are all the provisiorfstlee Declaration of Trust currently in effect amslhereinafter amended:
ARTICLE |
FORMATION
The Trust is a real estate investment trust withehmeaning of Title 8. It is also intended theg Trust shall carry on a business as a “qualified
REIT subsidiary” as described in the REIT provisiari the Code (as defined in Article VIl below), & long as it is wholly owned by HRPT Properties
Trust and thereafter shall qualify and carry onitesss as a “real estate investment trust” as desttherein. The Trust shall not be deemed todenaral
partnership, limited partnership, joint venturénfcstock company or a corporation, but nothingeireshall preclude the Trust from being treateddar
purposes as an association under the Code; ndtisddlrustees or shareholders or any of themrgrpaurpose be, nor be deemed to be, nor be treated
any way whatsoever as, liable or responsible herewagpartners or joint venturers.
ARTICLE Il
NAME
The name of the Trust is:
Senior Housing Properties Trust

1




Under circumstances in which the Board of TrustdelenTrust (the “Board of Trustees” or “Board”)tdemines that the use of the name of the
Trust is not practicable, the Trust may use angrodesignation or name for the Trust. To the expermitted by Maryland law, the Board of Trusteesy
amend the Declaration of Trust to change the nantieeoTrust without any action by the shareholders.

ARTICLE IlI
PURPOSES AND POWERS
Section 3.1 Purposes The purposes for which the Trust is formed ari@test in and to acquire, hold, manage, administantrol and
dispose of property and interests in property udirig, without limitation or obligation, engaging business as a real estate investment trust tineler
Code.

Section 3.2 Powers. The Trust shall have all of the powers grantect#d estate investment trusts by Title 8 and thiéopowers set forth in
the Declaration of Trust which are not inconsisteitih\\aw and are appropriate to promote and attagrptirposes set forth in the Declaration of Trust.

ARTICLE IV
RESIDENT AGENT

The name of the resident agent of the Trust irStiage of Maryland is James J. Hanks, Jr., whoseqffist address is c/o Ballard Spahr
Andrews & Ingersoll, LLP, 300 East Lombard StreetitiBeore, Maryland 21202. The resident agent itiaen of and resides in the State of Maryland.
The Trust may change such resident agent fromtintiene as the Board of Trustees shall determiFiee Trust may have such offices or places of bssine
within or outside the State of Maryland as the Ba#r@irustees may from time to time determine.

ARTICLE V
BOARD OF TRUSTEES

Section 5.1 Powers. Subject to any express limitations containethenDeclaration of Trust or in the Bylaws, (a) theihass and affairs of
the Trust shall be managed under the directioh®@Board of Trustees and (b) the Board shall haNeeixclusive and absolute power, control and axit
over any and all property of the Trust. The Boawaly take any action as in its sole judgment ancreli®on is necessary or appropriate to conduct the
business and affairs of the Trust. The Declaratiofrust shall be construed with the presumptiofairor of the grant of power and authority to theaBb
Any construction of the Declaration of Trust or detmation made in good faith by the Board concegrifa powers and authority hereunder shall be
conclusive. The enumeration and definition of ipatar powers of the Trustees included in the Detian of Trust or in the Bylaws shall in no way be
construed or deemed by inference or otherwise ymaanner to exclude or limit the powers conferredruthe Board or the Trustees under the general laws
of the State of Maryland or any other applicableda

The Board, without any action by the shareholdétke Trust, shall have and may exercise, on bedfalie Trust, without limitation, the power to
terminate the status of the Trust as a real estaéstment trust under the Code; to determinedbatpliance with any restriction or limitations on
ownership and transfers of shares of the Trustefieial interest set forth in Article VII of the Dechtion of Trust is no longer required in order thoe
Trust to qualify as a real estate investment ttiastidopt, amend and repeal Bylaws not
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inconsistent with law or this Declaration of Trustielect officers in the manner prescribed in théadg; to solicit proxies from holders of shares of
beneficial interest of the Trust; and to do anyeoticts and deliver any other documents necessaypoopriate to the foregoing powers.

Section 5.2 Number and Classification

Section 5.2.1  The number of trustees of the Trust (hereinafter‘ffrustees”) initially shall be two (2). On thesfi date on which the
Trust shall have more than one shareholder of dgtbe number of the Trustees shall automaticaltyaithout further action by the Board of Trustees
increase to five (5), which number may thereafteimereased or decreased pursuant to the Bylatee dfrust; provided, however, that no such increase
decrease shall result in the Trust having fewer thege (3) or more than seven (7) Trustees. Angneies in the Board of Trustees shall be filledaby
majority of the Trustees then in office, except thanajority of the entire Board of Trustees milsafvacancy resulting from an increase in the banof
Trustees.

Section 5.2.2  The terms of the Trustees shall be determinedlesv& (i) at the annual meeting of shareholderthefTrust that is
held in calendar year 2014 (the “2014 Annual Magjinthe Trustee whose term expires at the 2014 Ahkleeting (or such Trustee’s successor) shall be
elected to hold office for a three-year term exgjrat the annual meeting of shareholders of thetThat is held in calendar year 2017 (the “201nueai
Meeting”); (ii) at the annual meeting of sharehotdef the Trust that is held in calendar year 2Qt& “2015 Annual Meeting”), the Trustees whose terms
expire at the 2015 Annual Meeting (or such Trusteastessors) shall be elected to hold office foneyear term expiring at the annual meeting of
shareholders of the Trust that is held in caleydar 2016 (the “2016 Annual Meeting”); (iii) at tB816 Annual Meeting, the Trustees whose terms expire
at the 2016 Annual Meeting (or such Trustees’ sismra$ shall be elected to hold office for a oneryeem expiring at the 2017 Annual Meeting; and
(iv) at the 2017 Annual Meeting, and at each anmesting of shareholders of the Trust thereaftéf raistees shall be elected to hold office for a-gear
term expiring at the next annual meeting of shddsrs following his or her election. For the aveida of doubt, each Trustee elected or appointéueto
Board of Trustees to serve a term that commenciuaiebthe 2015 Annual Meeting (an “Existing Trusteeild each Trustee elected or appointed to the
Board of Trustees to fill a vacancy resulting frire death, resignation or removal of an Existingstee, shall serve for the full term to which theéskng
Trustee was elected or appointed.

Section 5.2.3  The names and business addresses of the initiatéesiwho shall serve as Trustees are as follows:

Name Address

Gerard M. Martir c/o Reit Management & Research, |
400 Centre Stret
Newton, Massachusetts 024

Barry M. Portnoy c/o Reit Management & Research, |
400 Centre Stret
Newton, Massachusetts 024

Section 5.2.4  The Trustees may fill any vacancy, whether resulfiogn an increase in the number of Trustees orrafise, on the
Board in the manner provided in the Bylaws. It Ehat be necessary to list in the Declaration afstthe names and addresses of any Trustees Heeina
elected. No reduction in the number of Trusteedl bhaae the effect of removing any Trustee fromia#fprior to the expiration of his or her term. bfact
to the provisions of Section 5.3 each Trustee stad office until the election and qualificatiohtas or her successor. There shall be no cunvalatting
in the election of Trustees.

Section 5.3 Resignation or Removal Any Trustee may resign by written notice to theb effective upon execution and delivery to the
Trust of such written notice or upon any future datecified in the notice. A Trustee may be remateahy time with or without cause, at a meetindhef t
shareholders, by the




affirmative vote of the holders of not less than-tivivds (2/3) of the Shares (as defined in Seclidnbelow) then outstanding and entitled to votesgelty
in the election of Trustees. A Trustee judged ingetent or for whom a guardian or conservator has Bppointed shall be deemed to have resigned as of
the date of such adjudication or appointment.

ARTICLE VI
SHARES OF BENEFICIAL INTEREST

Section 6.1 Authorized Shares The beneficial interest of the Trust shall béd#d into shares of beneficial interest (the “®is8y. The
Trust has authority to issue 300,000,000 Shamsisting of 300,000,000 common shares of benéfitierest, $.01 par value per share (“Common
Shares”). If shares of one class are classifie@dassified into shares of another class of shpwesuant to this Article VI, the number of authedzshares
of the former class shall be automatically decré@sel the number of shares of the latter class saalutomatically increased, in each case by timetrer
of shares so classified or reclassified, so thagtigregate number of shares of beneficial intefeasit classes that the Trust has authority toesshall not
be more than the total number of shares of berfitierest set forth in the second sentence efgghragraph. The Board of Trustees, without angradly
the shareholders of the Trust, may amend the Deidaraf Trust from time to time to increase or d=se the aggregate number of Shares or the number o
Shares of any class or series, including prefeshedes of beneficial interest (“Preferred Sharekgt the Trust has authority to issue.

Section 6.2 Common Shares Subject to the provisions of Article VII, each Gon Share shall entitle the holder thereof to aste wn
each matter upon which holders of Common Sharesrditted to vote. The Board of Trustees may resifggny unissued Common Shares from time to
time in one or more classes or series of Shares.

Section 6.3 Preferred Shares The Board of Trustees may classify any unisfurederred Shares and reclassify any previouslhsitied but
unissued Preferred Shares of any series from tintiene, in one or more series of Shares.

Section 6.4 Classified or Reclassified Share®rior to issuance of classified or reclassif#ddres of any class or series, the Board of
Trustees by resolution shall (a) designate thatsata series; (b) specify the number of Shareg tim&luded in the class or series; (c) set, suljette
provisions of Article VII, the preferences, conversir other rights, voting powers, restrictions, tations as to dividends or other distributions,
qualifications and terms and conditions of redempfor each class or series; and (d) cause the frdige articles supplementary with the State
Department of Assessments and Taxation of Maryldrel“@DAT”). Any of the terms of any class or seléShares set pursuant to clause (c) of this
Section 6.4 may be made dependent upon facts asadste outside the Declaration of Trust (includihg occurrence of any event, determination opacti
by the Trust or any other person or body) and nay mong holders thereof, provided that the mamehich such facts or variations shall operaterupo
the terms of such class or series of Shares isligl@ad expressly set forth in the articles sup@atary filed with the SDAT.

Section 6.5 Authorization by Board of Share Issuanc&he Board of Trustees may authorize the issufroce time to time of Shares of any
class or series, whether now or hereafter author@eskcurities or rights convertible into Sharesamy class or series, whether now or hereafter aatt
for such consideration (whether in cash, propergt pr future services, obligation for future papiner otherwise) as the Board of Trustees may deem
advisable (or without consideration), subject tohstgstrictions or limitations, if any, as may béfseth in this Declaration of Trust or the Bylawstbe
Trust.




Section 6.6 Dividends and Distributions The Board of Trustees may from time to time atitfe and declare to shareholders such dividends
or distributions, in cash or other assets of thesfor in securities of the Trust or from any otbeurce as the Board of Trustees in its discreshaail
determine. Shareholders shall have no right todiwigend or distribution unless and until authedzand declared by the Board. The exercise of the
powers and rights of the Board of Trustees purstaatitis Section 6.6 shall be subject to the pionis of any class or series of Shares at the time
outstanding.

Section 6.7 General Nature of SharesAll Shares shall be personal property entitling shareholders only to those rights providedhén t
Declaration of Trust. The shareholders shall haviterest in the property of the Trust and shalléino right to compel any partition, division, idend
or distribution of the Trust or of the propertytbé Trust. The death of a shareholder shall matiteate the Trust or affect its continuity nor givis or her
legal representative any rights whatsoever, whet@inat or in respect of other shareholders, thet€as or the trust estate or otherwise, excepblbe s
right to demand and, subject to the provisiondefDeclaration of Trust, the Bylaws and any requéets of law, to receive a new certificate for Shares
registered in the name of such legal representativxchange for the certificate held by such ehalder. The Trust is entitled to treat as shddehe only
those persons in whose names Shares are registehedders of Shares on the beneficial interesgfdedf the Trust.

Section 6.8 Eractional Shares The Trust may, without the consent or approvalrof shareholder, issue fractional Shares, elirainat
fraction of a Share by rounding up or down to a 8iiare, arrange for the disposition of a fractiba 8hare by the person entitled to it or pay daslhe
fair value of a fraction of a Share.

Section 6.9 Declaration and Bylaws All shareholders are subject to the provisiohthe Declaration of Trust and the Bylaws of theskru

Section 6.10 Divisions and Combinations of ShareSubject to an express provision to the contiratite terms of any class or series of
beneficial interest hereafter authorized, the Badr@rustees shall have the power to divide or comlthe outstanding shares of any class or sefies o
beneficial interest, without a vote of shareholders.

ARTICLE VII
RESTRICTION ON TRANSFER AND OWNERSHIP OF SHARES
Section 7.1 Definitions. For the purpose of this Article VII, the followingrms shall have the following meanings:

Affiliate . The term “Affiliate” shall mean, with respect toyaPerson, another Person controlled by, contglinunder common control with
such Person.

Adggregate Share Ownership LimitThe term “Aggregate Share Ownership Limit” shadlan 9.8 percent in value or in number of the aggeedf
the outstanding Equity Shares. The value of thetanding Equity Shares shall be determined bBtterd of Trustees in good faith, which determination
shall be conclusive for all purposes hereof.

Beneficial Ownership The term “Beneficial Ownership” shall mean owngrsif Equity Shares by a Person, whether the intémeSquity Shares
is held directly or indirectly (including by a nongie), and shall include, but not be limited toerasts that would be treated as owned through the
application of Section 544 of the Code, as modifigcSection 856(h)(1)(B) of the Code. The termsriBficial Owner,” “Beneficially Owns” and
“Beneficially Owned” shall have the correlative meeys.




Business Day The term “Business Day” shall mean any day, iothan a Saturday or Sunday, that is neither d legjaday nor a day on which
banking institutions in New York City are authorizedrequired by law, regulation or executive ortdeclose.

Charitable Beneficiary The term “Charitable Beneficiary” shall mean amemore beneficiaries of the Charitable Trust@®inined pursuant to
Section 7.3.6, provided that each such organizatiost be described in Section 501(c)(3) of the Cottcontributions to each such organization mest b
eligible for deduction under each of Sections 1Y(QA), 2055 and 2522 of the Code. If the CoddIdlemse to define a charitable organization,
“Charitable Beneficiary” shall mean an entity orgal to do work for charitable purposes and nopfofit.

Charitable Trust The term “Charitable Trust” shall mean any tqustvided for in Section 7.3.1.

Code. The term “Code” shall mean the Internal ReveBude of 1986, as amended from time to time. Akrefices to specific sections of the
Code shall include applicable successor provisions.

Common Share Ownership LimitThe term “Common Share Ownership Limit” shall m&8 percent (in value or in number of shares, dier
is more restrictive) of the aggregate outstandingn@on Shares. The number and value of outstar@imgmon Shares shall be determined by the Board
of Trustees in good faith, which determination sbaliconclusive for all purposes.

Constructive Ownership The term “Constructive Ownership” shall mean owhgr of Equity Shares by a Person, whether theastén Equity
Shares is held directly or indirectly (including &yyominee), and shall include, but not be limtednterests that would be treated as owned throlgh
application of Section 318(a) of the Code, as mediby Section 856(d)(5) of the Code. The termari€ructive Owner,” “Constructively Owns” and
“Constructively Owned” shall have the correlative megs.

Declaration of Trust The term “Declaration of Trust” shall mean théstcles of Amendment and Restatement as acceptacord by the
SDAT, and any amendments thereto.

Equity Shares The term “Equity Shares” shall mean Shareslaflatses or series, including, without limitati@gmmon Shares and Preferred
Shares.

Excepted Holder The term “Excepted Holder” shall mean a sharedrobd the Trust for whom an Excepted Holder Limitisated by this
Article VII or by the Board of Trustees pursuant &cfon 7.2.7.

Excepted Holder Limit The term “Excepted Holder Limit” shall mean, pard that the affected Excepted Holder agrees tqpgowmith the
requirements established by the Board of Trusteesupnt to Section 7.2.7, and subject to adjustmersuant to Section 7.2.8, the percentage limit
established by the Board of Trustees pursuantdticd®e7.2.7.

HRPT. The term “HRPT” shall mean HRPT Properties TrastJaryland real estate investment trust, or awgeassor thereto by merger or
consolidation, or any transferee of all or subsadigitall of its assets.

Initial Date. The term “Initial Date” shall mean the date updrich these Articles of Amendment and Restatemerthaaing this Article VIl is
accepted for record by the SDAT.

Market Price. The term “Market Price” on any date shall meait respect to any class or series of outstandiopgjtiZ Shares, the Closing Price
for such Equity Shares on such date. The “CloBirige” on any date shall mean the last sale paceidch Equity Shares, regular way, or, in caseush s
sale takes place on such day, the average ofakenglbid and asked prices, regular way, for sudhitE@hares, in either case as reported in thecjpah
consolidated transaction reporting system with resgmesecurities listed or admitted to
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trading on the NYSE or, if such Equity Shares ardistetd or admitted to trading on the NYSE, as regubon the principal consolidated transaction
reporting system with respect to securities ligiedhe principal national securities exchange orctvsuch Equity Shares are listed or admitted tirica
or, if such Equity Shares are not listed or adittetrading on any national securities exchange)dst quoted price, or, if not so quoted, theaye of the
high bid and low asked prices in the over-the-caumtarket, as reported by the National AssociatioBexdurities Dealers, Inc. Automated Quotation
System or, if such system is no longer in useptircipal other automated quotation system that thap be in use or, if such Equity Shares are notegl
by any such organization, the average of the aipkid and asked prices as furnished by a profeabmoarket maker making a market in such Equity
Shares selected by the Board of Trustees or, ievhat that no trading price is available for skcjuity Shares, the fair market value of Equity $saas
determined in good faith by the Board of Trustees.

NYSE. The term “NYSE” shall mean the New York Stock Exupa

Person The term “Person” shall mean an individual, cogtion, partnership, estate, trust (including, fttlimited to, a trust qualified under
Sections 401(a) or 501(c)(17) of the Code), a portif a trust permanently set aside for or to lElexclusively for the purposes described in Sadi42
(c) of the Code, association, private foundatiorhimithe meaning of Section 509(a) of the Code tjsiack company or other entity and also includes a
group as that term is used for purposes of Sedtgd)(3) of the Securities Exchange Act of 1934ame&nded, and a group to which an Excepted Holder
Limit applies.

Prohibited Owner The term “Prohibited Owner” shall mean, with resipto any purported Transfer, any Person who,dnuthe provisions of
Section 7.2.1, would Beneficially Own or Constructiwélwn Equity Shares, and if appropriate in the canhall also mean any Person who would have
been the record owner of Equity Shares that thaiBited Owner would have so owned.

REIT . The term “REIT” shall mean a real estate investhirust within the meaning of Section 856 of thel&
Restriction Termination Date The term “Restriction Termination Date” shall mehe first day after the Initial Date on which Beard of

Trustees determines that it is no longer in thé inésrests of the Trust for the restrictions aindthtions on Beneficial Ownership, Constructive Ovaingp
and Transfers of Equity Shares set forth hereapiay.

RMR . The term “RMR” shall mean REIT Management & Resh, Inc., the Trust's investment advisor, or angcessor investment advisor to
the Trust.

SDAT. The term “SDAT” shall mean the State Departmerfissfessments and Taxation of Maryland.

Transfer. The term “Transfer” shall mean any issuances,sednsfer, gift, assignment, devise or otheralgon, as well as any other event that
causes any Person to acquire Beneficial Ownershiipastructive Ownership, or any agreement to takesanl actions or cause any such events, of
Equity Shares or the right to vote or receive divids on Equity Shares, including (a) the grantingxercise of any option (or any disposition of any
option), (b) any disposition of any securities ights convertible into or exchangeable for Equibafs or any interest in Equity Shares or any éeseaf
any such conversion or exchange right and (c) Teas®f interests in other entities that resuktlianges in Beneficial or Constructive Ownership @iy
Shares; in each case, whether voluntary or invalyntvhether owned of record, Constructively OwneBemeficially Owned and whether by operation of
law or otherwise. The terms “Transferring” anddmsferred” shall have the correlative meanings.
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Trustee The term “Trustee” shall mean the Person unafétl with the Trust and a Prohibited Owner, thaipigointed by the Trust to serve as
trustee of the Charitable Trust.

Section 7.2 Equity Shares

Section 7.2.1  Ownership Limitations During the period commencing on the Initial Date @rior to the Restriction Termination

Date:
(&) Basic Restrictions

(i) (1) No Person, other than an Excepted Holder anerdhan HRPT, RMR and their affiliates, shall Beciafly Own or
Constructively Own Equity Shares in excess of therAggte Share Ownership Limit, (2) no Person, oten tin Excepted Holder and other than HRPT,
RMR and their affiliates, shall Beneficially Own @pnstructively Own Common Shares in excess of ther@mmShare Ownership Limit and (3) no
Excepted Holder shall Beneficially Own or Construely Own Equity Shares in excess of the Excepted Hdlotit for such Excepted Holder.

(ii) No Person shall Beneficially or Constructively Owrufg Shares to the extent that such Beneficial angructive
Ownership of Equity Shares would result in the Theshg “closely held” within the meaning of Secti®b6(h) of the Code (without regard to whether the
ownership interest is held during the last haldééxable year), or otherwise failing to qualifyaaREIT (including, but not limited to, Beneficiat
Constructive Ownership that would result in the Tawhing (actually or Constructively) an interesaitenant that is described in Section 856(d)(2pB)
the Code if the income derived by the Trust fromhstenant would cause the Trust to fail to satisfy af the gross income requirements of Section 856
(c) of the Code).

(i) Subject to Section 7.4, notwithstanding any othewisions contained herein, any Transfer of Equlipr@s (whether
or not such Transfer is the result of a transactioiered into through the facilities of the NYSEaay other national securities exchange or autoniated
dealer quotation system) that, if effective, worddult in Equity Shares being beneficially owneddss than 100 Persons (determined under the pléscip
of Section 856(a)(5) of the Code) shall be voidratio, and the intended transferee shall acquaeights in such Equity Shares.

(b) Transfer in Trust If any Transfer of Equity Shares occurs whiékefiective, would result in any Person Beneficiallyvning
or Constructively Owning Equity Shares in violatioinSection 7.2.1(a)(i) or (ii),

(i) then that number of Equity Shares the Beneficialanstructive Ownership of which otherwise would casiseh
Person to violate Section 7.2.1(a)(i) or (ii) (rded up to the nearest whole share) shall be autcaligtiransferred to a Charitable Trust for thedférof a
Charitable Beneficiary, as described in Section &fféctive as of the close of business on theBassi Day prior to the date of such Transfer, and suc
Person shall acquire no rights in such Equity Share

(ii) if the transfer to the Charitable Trust describedlause (i) of this sentence would not be effedireany reason to
prevent the violation of Section 7.2.1(a)(i) o),(then the Transfer of that number of Equity Skdhat otherwise would cause any Person to violate
Section 7.2.2 or (ii) shall be void ab initio, amhe intended transferee shall acquire no righsigh Equity Shares.

Section 7.2.2 Remedies for Breach If the Board of Trustees or any duly authorizedhmittee thereof shall at any time determine in
good faith that a Transfer or other event has tatace that results in a violation of Section 7 @.that a Person intends to acquire or has atesirtpt
acquire Beneficial or




Constructive Ownership of any Equity Shares in violaof Section 7.2.1 (whether or not such violatie intended), the Board of Trustees or a committe
thereof shall take such action as it deems adésablefuse to give effect to or to prevent sucén§fer or other event, including, without limitatjion
causing the Trust to redeem Equity Shares, refusimive effect to such Transfer on the books efThust or instituting proceedings to enjoin such
Transfer or other event; provided, however, that Bransfers or attempted Transfers or other eveng®iation of Section 7.2.1 shall automaticallgul

in the transfer to the Charitable Trust describleova, and, where applicable, such Transfer (orrathent) shall be void ab initio as provided above
irrespective of any action (or non-action) by th@aBl of Trustees or a committee thereof.

Section 7.2.3  Notice of Restricted TransferAny Person who acquires or attempts or inteadstjuire Beneficial Ownership or
Constructive Ownership of Equity Shares that wilhmay violate Section 7.2.1(a), or any Person who @balve owned Equity Shares that resulted in a
transfer to the Charitable Trust pursuant to thevigions of Section 7.2.1(b), shall immediatelyegivritten notice to the Trust of such event, othia tase
of such a proposed or attempted transaction, dileaat 15 days prior written notice, and shall ptevo the Trust such other information as the Ty
request in order to determine the effect, if arfysuzh Transfer.

Section 7.2.4  Owners Required To Provide InformatiorFrom the Initial Date and prior to the Restrintibermination Date:

(a) every owner of more than five percent (or such lopercentage as required by the Code or the Tre&eguylations
promulgated thereunder) of the outstanding Equiigr8s, within 30 days after the end of each taxgdde, shall give written notice to the Trust stating
name and address of such owner, the number of\E§h#res and other Equity Shares Beneficially Ovaratla description of the manner in which such
shares are held. Each such owner shall provitieetd rust such additional information as the Troay request in order to determine the effect, yf, af
such Beneficial Ownership on the Trust's status BREHA and to ensure compliance with the Aggregi@r& Ownership Limit.

(b) each Person who is a Beneficial or Constructive Owhe&iquity Shares and each Person (including theeblodder of record)
who is holding Equity Shares for a Beneficial or €ouctive Owner shall provide to the Trust such iinfation as the Trust may request, in good faith, in
order to determine the Trust’s status as a REITtamdmply with requirements of any taxing authodtygovernmental authority or to determine such
compliance.

Section 7.2.5 Remedies Not Limited Subject to Section 5.1 of the Declaration of Trasthing contained in this Section 7.2 shall
limit the authority of the Board of Trustees togaduch other action as it deems necessary or &twigaprotect the Trust and the interests of its
shareholders in preserving the Trust's statusREId.

Section 7.2.6  Ambiguity . In the case of an ambiguity in the applicatidamy of the provisions of this Section 7.2, Settfo3 or
any definition contained in Section 7.1, the Boafdrustees shall have the power to determine tpéagtion of the provisions of this Section 7.2 or
Section 7.3 with respect to any situation basederfdcts known to it. In the event Section 7.2 @rrequires an action by the Board of Trusteestlaad
Declaration of Trust fails to provide specific guida with respect to such action, the Board of Besshall have the power to determine the actite to
taken so long as such action is not contrary tgtbeisions of Sections 7.1, 7.2 or 7.3.
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Section 7.2.7  Exceptions

(a) Subject to Section 7.2.1(a)(ii), the Board of Teest, in its sole discretion, may exempt a Persan the Aggregate Share
Ownership Limit and the Common Share Ownership Liastthe case may be, and may (but is not requijesstablish or increase an Excepted Holder
Limit for such Person if:

(i) the Board of Trustees obtains such representatindsindertakings from such Person as are reasonabéssary to
ascertain that no individual’'s Beneficial or Constive Ownership of such Equity Shares will violage®on 7.2.1(a)(ii);

(ii) such Person does not and represents that it wilbwat actually or Constructively, an interest ireaént of the Trust
(or a tenant of any entity owned or controlled by Tmust) that would cause the Trust to own, actuali€onstructively, more than a 9.9% interest (as se
forth in Section 856(d)(2)(B) of the Code) in suehant and the Board of Trustees obtains suchseptations and undertakings from such Person as are
reasonably necessary to ascertain this fact (feptlrpose, a tenant from whom the Trust (or aityeoivned or controlled by the Trust) derives (asd
expected to continue to derive) a sufficiently draaiount of revenue such that, in the opinion efBoard of Trustees, rent from such tenant woutd no
adversely affect the Trust's ability to qualify@&EIT, shall not be treated as a tenant of thstJ;rand

(iii) such Person agrees that any violation or attemptdation of such representations or undertakirgsother action
which is contrary to the restrictions contained @ct®ns 7.2.1 through 7.2.6) will result in such Bg$hares being automatically transferred to a
Charitable Trust in accordance with Sections 7.2.4ffl 7.3.

(b) Prior to granting any exception pursuant to Secfiéh7(a), the Board of Trustees may require aguiiom the Internal
Revenue Service, or an opinion of counsel, in eitlase in form and substance satisfactory to tterdBof Trustees in its sole discretion, as it megrd
necessary or advisable in order to determine asrerthe Trust's status as a REIT. Notwithstandivgreceipt of any ruling or opinion, the Board of
Trustees may impose such conditions or restrictaanis deems appropriate in connection with grarsimgh exception.

(c) In determining whether to grant any exemption pumstm Section 7.2.7(a), the Board of Trustees nmmsitler, among other
factors, (i) the general reputation and moral cti@reof the person requesting an exemption, (ii)thseownership of shares would be direct or through
ownership attribution, (iii) whether the persontsrership of shares would adversely affect the Trusiiity to acquire additional properties or engage
other business and (iv) whether granting an exemtiothe person requesting an exemption would ey affect any of the Trust’s existing contrattua
arrangements.

(d) Subject to Section 7.2.1(a)(ii), an underwriter vihparticipates in a public offering or a privataggment of Equity Shares (or
securities convertible into or exchangeable forifygthares) may Beneficially Own or Constructively OBuity Shares (or securities convertible into or
exchangeable for Equity Shares) in excess of thgrégate Share Ownership Limit, the Common Share Owipekémit or both such limits, but only to the
extent necessary to facilitate such public offedngrivate placement.

(e) The Board of Trustees may only reduce the Excefdtdder Limit for an Excepted Holder: (1) with theitten consent of such
Excepted Holder at any time, or (2) pursuant totéms and conditions of the agreements and uridegsentered into with such Excepted Holder in
connection with the establishment of the ExceptedietoLimit for that Excepted Holder. No Excepted Holdinit shall be reduced to a percentage that is
less than the Common Share Ownership Limit for acepted Holder without the written consent of suchepked Holder.
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Section 7.2.8  Increase in Aggregate Share Ownership and Commore Ehanership Limits The Board of Trustees may from time
to time increase the Common Share Ownership Lindttha Aggregate Share Ownership Limit.

Section 7.2.9  Legend. Each certificate for Equity Shares shall bedosgantially the following legend:

The shares evidenced by this certificate are stiljeestrictions on Beneficial and Constructive @wahip and Transfer for the purpose,
among others, of the Trust's maintenance of itustas a Real Estate Investment Trust (a “REIT8eurthe Internal Revenue Code of
1986, as amended (the “Code”). Subject to ceftather restrictions and except as expressly pexvig the Trust's Declaration of Trust,
(i) no Person may Beneficially or Constructively O@ammon Shares of the Trust in excess of 9.8 pefoenalue or number of shares)
of the outstanding Common Shares of the Trust srdash Person is an Excepted Holder (in which casExhepted Holder Limit shall
be applicable); (ii) no Person may BeneficiallyGmnstructively Own Equity Shares of the Trust inesscof 9.8 percent of the value of
the total outstanding Equity Shares of the Truskess such Person is an Excepted Holder (in whask the Excepted Holder Limit shall
be applicable); (iii) no Person may Beneficially@onstructively Own Equity Shares that would resuthe Trust being “closely held”
under Section 856(h) of the Code or otherwise cthesdrust to fail to qualify as a REIT; and (iv) Rerson may Transfer Equity Shares
if such Transfer would result in Equity Shares @ Trust being owned by fewer than 100 Persons. Amgdh who Beneficially or
Constructively Owns or attempts to Beneficially @mStructively Own Equity Shares which cause or willssaa Person to Beneficially
or Constructively Own Equity Shares in excess aniatation of the above limitations must immediatelgtify the Trust. If any of the
restrictions on transfer or ownership are violated,Equity Shares represented hereby will be aufoailgttransferred to a Trustee of a
Charitable Trust for the benefit of one or more @hale Beneficiaries. In addition, upon the ocence of certain events, attempted
Transfers in violation of the restrictions descdlabove may be void ab initio. All capitalized terin this legend have the meanings
defined in the Trust's Declaration of Trust, as $hene may be amended from time to time, a copyhaéhw including the restrictions on
transfer and ownership, will be furnished to eacldéwoof Equity Shares of the Trust on request artdowit charge.

Instead of the foregoing legend, the certificate istate that the Trust will furnish a full staterhebout certain restrictions on
transferability to a shareholder on request andawuit charge.

Section 7.3 Transfer of Equity Shares in Trust

Section 7.3.1  Ownership in Trust Upon any purported Transfer or other event deedrin Section 7.2.1(b) that would result in a
transfer of Equity Shares to a Charitable Trusthdtquity Shares shall be deemed to have beerfdreed to the Trustee as trustee of a CharitablstTfor
the exclusive benefit of one or more Charitable@ieraries. Such transfer to the Trustee shatldemed to be effective as of the close of busiorske
Business Day prior to the purported Transfer or o#vent that results in the transfer to the Chlaletd rust pursuant to Section 7.2.1(b). The Trusteall
be appointed by the Trust and shall be a Persoffiliatad with the Trust and any Prohibited Owndétach Charitable Beneficiary shall be designated by
the Trust as provided in Section 7.3.6.

Section 7.3.2  Status of Shares Held by the TrusteEquity Shares held by the Trustee shall be dsmel outstanding Equity Shares
of the Trust. The Prohibited Owner shall have gbts in the shares held by the Trustee. The Pitei®wner shall not benefit economically from
ownership of any shares held in trust
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by the Trustee, shall have no rights to dividendstber distributions and shall not possess arytsitp vote or other rights attributable to thershaeld in
the Charitable Trust.

Section 7.3.3  Dividend and Voting Rights The Trustee shall have all voting rights anthtsgo dividends or other distributions with
respect to Equity Shares held in the CharitablesfTmhich rights shall be exercised for the excledienefit of the Charitable Beneficiary. Any dividieor
other distribution paid prior to the discovery b fTrust that Equity Shares have been transfeorétet Trustee shall be paid with respect to sucht§qu
Shares to the Trustee upon demand and any divioieotther distribution authorized but unpaid shallgaid when due to the Trustee. Any dividends or
distributions so paid over to the Trustee shalélel in trust for the Charitable Beneficiary. TPwhibited Owner shall have no voting rights withpesst
to shares held in the Charitable Trust and, sulbjebtaryland law, effective as of the date that iBq8hares have been transferred to the Trustee, th
Trustee shall have the authority (at the Trusteels discretion) (i) to rescind as void any votstdsy a Prohibited Owner prior to the discovery oy Trust
that Equity Shares have been transferred to thstdewand (ii) to recast such vote in accordance tivétldesires of the Trustee acting for the beoéfihe
Charitable Beneficiary; provided, however, thahi fTrust has already taken irreversible trust actieen the Trustee shall not have the authoritgs$gind
and recast such vote. Notwithstanding the provssafrthis Article VII, until the Trust has receivadtification that Equity Shares have been transterr
into a Charitable Trust, the Trust shall be erditie rely on its share transfer and other sharealetords for purposes of preparing lists of dhalcers
entitled to vote at meetings, determining the \blidnd authority of proxies and otherwise condugtintes of shareholders.

Section 7.3.4  Sale of Shares by TrusteaVithin 20 days of receiving notice from the Tirtisat Equity Shares have been transferred
to the Charitable Trust, the Trustee of the Chhlgtdrust shall sell the shares held in the Chaletdrust to a person, designated by the Trusthese
ownership of the shares will not violate the owngrdimitations set forth in Section 7.2.1(a). Upsurch sale, the interest of the Charitable Benefidia
the shares sold shall terminate and the Trustdedisibute the net proceeds of the sale to ttehBited Owner and to the Charitable Beneficiary as
provided in this Section 7.3.4. The Prohibited Omstell receive the lesser of (1) the price paidhgyProhibited Owner for the shares or, if the Bitéd
Owner did not give value for the shares in connectigh the event causing the shares to be heldarCtaritable Trust (e.g., in the case of a giftjiskor
other such transaction), the Market Price of therehion the day of the event causing the shates beld in the Charitable Trust and (2) the prieeghare
received by the Trustee from the sale or otheradision of the shares held in the Charitable Trusty net sales proceeds in excess of the amouhbay
to the Prohibited Owner shall be immediately paitheoCharitable Beneficiary. If, prior to the diseoy by the Trust that Equity Shares have been
transferred to the Trustee, such shares are scddRphibited Owner, then (i) such shares shalldeend to have been sold on behalf of the Charitable
Trust and (ii) to the extent that the Prohibited @wreceived an amount for such shares that exd¢bedsnount that such Prohibited Owner was entitled to
receive pursuant to this Section 7.3.4, such exslesis be paid to the Trustee upon demand.

Section 7.3.5  Purchase Right in Shares Transferred to the Truskeguity Shares transferred to the Trustee steatldemed to have
been offered for sale to the Trust, or its desigaea price per share equal to the lesser dfi¢iprice per share in the transaction that resuitsdch
transfer to the Charitable Trust (or, in the casa devise or gift, the Market Price at the timeso€h devise or gift) and (ii) the Market Pricetba date the
Trust, or its designee, accepts such offer. Thistighall have the right to accept such offer uhél Trustee has sold the shares held in the @b&iT rust
pursuant to Section 7.3.4. Upon such a sale t@hst, the interest of the Charitable Beneficiarghie shares sold shall terminate and the Trustalée s
distribute the net proceeds of the sale to theibiteld Owner.

Section 7.3.6  Designation of Charitable BeneficiarieBy written notice to the Trustee, the Trust shallignate one or more
nonprofit organizations to be the Charitable Beriafy of the interest in the
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Charitable Trust such that Equity Shares held énGharitable Trust would not violate the restricti@et forth in Section 7.2.1(a) in the hands ohsuc
Charitable Beneficiary.

Section 7.4 NYSE Transactions Nothing in this Article VII shall preclude thetdement of any transaction entered into throdngh t
facilities of the NYSE or any other national sedastexchange or automated inter-dealer quotatistesy The fact that the settlement of any traisact
occurs shall not negate the effect of any othevipron of this Article VII and any transferee in suzliransaction shall be subject to all of the Biovis
and limitations set forth in this Article VII.

Section 7.5 Enforcement The Trust is authorized specifically to seekitdple relief, including injunctive relief, to enfe the provisions
of this Article VII.
Section 7.6 NonWaiver. No delay or failure on the part of the Trusttoe Board of Trustees in exercising any right hedeu shall operate
as a waiver of any right of the Trust or the Boafrdrustees, as the case may be, except to thatesgecifically waived in writing.
ARTICLE VIII
SHAREHOLDERS

Section 8.1 Meetings. There shall be an annual meeting of the shademg|to be held on proper notice at such time(dfie delivery of
the annual report) and convenient location as $featletermined by or in the manner prescribederBylaws, for the election of the Trustees, if reedj
and for the transaction of any other business witiénpowers of the Trust. Except as otherwise psealid the Declaration of Trust, special meetings of
shareholders may be called in the manner providélde Bylaws. Shareholders meetings, includingatireual meeting and any special meetings, may be
called only by the Board of Trustees. If thereraweTrustees, the officers of the Trust shall proyngall a special meeting of the shareholderstieatito
vote for the election of successor Trustees. Angting may be adjourned and reconvened as the Bsuditermine or as provided in the Bylaws.

Section 8.2 Voting Rights. Subject to the provisions of any class or sesfeShares then outstanding, the shareholders lshahtitled to
vote only on the following matters: (a) electidnToustees as provided in Section 5.2 and the renoivTrustees as provided in Section 5.3;
(b) amendment of the Declaration of Trust as predith Article X; (c) termination of the Trust as pited in Section 12.2; (d) merger or consolidatién
the Trust to the extent required by Title 8, or $laée or disposition of substantially all of theuStrProperty, as provided in Article XI; and (e) sother
matters with respect to which the Board of Trusteesadopted a resolution declaring that a propaston is advisable and directing that the mateer b
submitted to the shareholders for approval oricatifon. Except with respect to the foregoing nrafteo action taken by the shareholders at anyingeet
shall in any way bind the Board of Trustees.

Section 8.3 Preemptive and Appraisal Right€Except as may be provided by the Board of Tesste setting the terms of classified or
reclassified Shares pursuant to Section 6.4, ara@sotherwise be provided by contract, no holdeslmdres shall, as such holder, (a) have any preempti
right to purchase or subscribe for any additiorr@r®s of the Trust or any other security of thesTwhich it may issue or sell or (b) have any right
require the Trust to pay him the fair value of 8gares in an appraisal or similar proceeding.

Section 8.4 Extraordinary Actions Except as specifically provided in Section 5ed4ting to removal of Trustees) and subject to
Section 8.5, notwithstanding any provision of lawrpiting or requiring any action to be taken ortaarized by the affirmative vote of the holders of a
greater number of votes, any such action shalfieeteze and valid if taken or approved by (i) tairmative vote of holders of Shares entitled &stca
majority of all the votes entitled to be cast oa thatter, or (ii) if Maryland law hereafter
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permits the effectiveness of a vote describedigdlause (i), the affirmative vote of a majordf/the votes cast on the matter.

Section 8.5 Board Approval The submission of any action to the shareholftertheir consideration shall first be approvedadvised by
the Board of Trustees, and the shareholders sbiatitherwise be entitled to act thereon.

Section 8.6 Action By Shareholders Without a Meetingro the extent, if any, permitted by the Bylawsta Trust, any action required or
permitted to be taken by the shareholders maykentaiithout a meeting by the written consent ofshareholders entitled to cast a sufficient numiber o
votes to approve the matter as required by statueDeclaration of Trust or the Bylaws of the Trastthe case may be.

Section 8.7 Indemnification of the Trust Each shareholder will indemnify and hold harmkbesTrust from and against all costs, expenses,
penalties, fines and other amounts, including, eitHimitation, attorneys’ and other professioredd, whether third party or internal, arising framts
shareholder’s violation of any provision of this Dation of Trust or the Bylaws, including, withdirhitation, Article VII, and shall pay such sums tet
Trust upon demand, together with interest on suobuats, which interest will accrue at the lesser @&bJfer annum and the maximum amount permitted
by law, from the date such costs or the like arerired! until the receipt of repayment by the Trusbthing in this Section shall create or increase th
liability of any shareholders, trustees, officasiployees or agents of the Trust for actions takehehalf of the Trust.

ARTICLE IX

LIABILITY LIMITATION, INDEMNIFICATION
AND TRANSACTIONS WITH THE TRUST

Section 9.1 Limitation of Shareholder Liability No shareholder shall be liable for any debt,neJalemand, judgment or obligation of any
kind of, against or with respect to the Trust bgsen of his being a shareholder, nor shall anyesiwdder be subject to any personal liability whatsogin
tort, contract or otherwise, to any person in cotinaavith the property or the affairs of the Triasgtreason of his being a shareholder.

Section 9.2 Limitation of Trustee and Officer Liability To the maximum extent that Maryland law in effieotn time to time permits
limitation of the liability of trustees and officepf a real estate investment trust, no currefdroner Trustee or officer of the Trust shall beél@to the
Trust or to any shareholder for money damagesthBethe amendment nor repeal of this Sectionrththe adoption or amendment of any other
provision of the Declaration of Trust inconsisterittvthis Section 9.2, shall apply to or affect myaespect the applicability of the preceding secgéewith
respect to any act or failure to act which occupedr to such amendment, repeal or adoption. érettisence of any Maryland statute limiting theiliigh
of trustees and officers of a Maryland real estatestment trust for money damages in a suit byrobehalf of the Trust or by any shareholder, wirsg
by reason of his or her action on behalf of thesTrno Trustee or officer of the Trust shall béléato the Trust or to any shareholder for monayaiges
except to the extent that (a) the Trustee or affctually received an improper benefit or prafimhoney, property or services, for the amount eftinefit
or profit in money, property or services actuabgeived, or (b) a judgment or other final adjudaratdverse to the Trustee or officer is entereal in
proceeding based on a finding in the proceedingttieaTrustee’s or officer’s action or failure tct avas the result of active and deliberate dishgresd
was material to the cause of action adjudicatetierproceeding.

Section 9.3 Express Exculpatory Clauses and Instrumenmsy written instrument creating an obligationtloé Trust shall, to the extent
practicable, include a reference to this Declarasiod provide that
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neither the shareholders nor the Trustees nor Hitgis, employees or agents (including the Truatsisor, the “Advisor”) of the Trust shall be llab
thereunder and that all persons shall look soteb¢ trust estate for the payment of any claimetlieder or for the performance thereof; however, the
omission of such provision from any such instrunsdall not render the shareholders, any Trusteanyofficer, employee or agent (including the
Advisor) of the Trust liable, nor shall the sharetesk, any Trustee or any officer, employee or afjeoluding the Advisor) of the Trust be liableanyone
for such omission.

Section 9.4 Indemnification. The Trust shall, to the maximum extent permitigdviaryland law in effect from time to time, indeifyn and
pay or reimburse reasonable expenses in advarfoebélisposition of a proceeding to, (a) any indival who is a present or former shareholder, Teuste
officer of the Trust or (b) any individual who, whigeTrustee of the Trust and at the request of thstTserves or has served as a trustee, diretfioer,
partner, employee or agent of another real estagstment trust, corporation, partnership, jointtuee, trust, employee benefit plan or any othéeramise
from and against any claim or liability to which bygerson may become subject or which such persgrimoar by reason of his status as a present or
former shareholder, Trustee or officer of the TruBhe Trust shall have the power, with the appro¥éts Board of Trustees, to provide such
indemnification and advancement of expenses tasopevho served a predecessor of the Trust in attyeatapacities described in (a) or (b) above and t
any employee or agent of the Trust or a predecedgbe Trust.

Section 9.5 Transactions Between the Trust and its Trusteeg;&$f Employees and Agentga) Subject to any express restrictions
adopted by the Trustees in the Bylaws or by resmiythe Trust may enter into any contract or tratisa of any kind, whether or not any of its Trustee
officers, employees or agents has a financial @stein such transaction, with any person, including Trustee, officer, employee or agent of thesTau
any person affiliated with a Trustee, officer, enygle or agent of the Trust or in which a Trustedceff employee or agent of the Trust has a material
financial interest.

(b) To the extent permitted by Maryland law, a conta@obther transaction between the Trust and angt&€euor between the Trust
and RMR or any other corporation, trust, firm, trey entity in which any Trustee is a director astee or has a material financial interest shalbeovoid
or voidable if:

(i) The fact of the common directorship, trusteeshimtarest is disclosed or known to:

(A) The Board of Trustees or a proper committee theeeuf the Board of Trustees or such Committee aizts)
approves or ratifies the contract or transactioheyaffirmative vote of a majority of disinteredt€rustees, even if the disinterested Trusteestitotesless
than a quorum; or

(B) The shareholders entitled to vote, and the contratinsaction is authorized, approved, or ratifig a
majority of the votes cast by the shareholderdledtto vote other than the votes of shares owiiedanrd or beneficially by the interested trustee,
corporation, trust, firm or other entity; or

© The contract or transaction is fair and reasontbtee Trust.

(ii) Common or interested trustees or the shares own#ten or by an interested corporation, trust, fomother entity
may be counted in determining the presence of auquat a meeting of the Board of Trustees or a citteenthereof or at a meeting of the shareholdess,
the case may be, at which the contract or trangaidiauthorized, approved or ratified.
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(c) The failure of a contract or other transaction betwthe Trust and any Trustee or between the TrasRMR or any other
corporation, trust, firm, or other entity in whichyaTrustee is a director or trustee or has a nadtinancial interest to satisfy the criteria sattli in
Section 9.5(b) shall not create any presumptiohgheh contract or other transaction is void, vbidar otherwise invalid, and any such contracttbeo
transaction shall be valid to the fullest exteniited by Maryland law. To the fullest extent pétted by Maryland law, (i) the fixing by the Boan€
Trustees of compensation for a Trustee (whetherTasstee or in any other capacity) and (ii) Sec8Bohof this Declaration of Trust or any provisioiithe
Bylaws or any contract or transaction requiring empitting indemnification (including advancing ofpenses) in accordance with terms and procedures
not materially less favorable to the Trust tharsthdescribed in Section 2-418 (or any successtiosdhereto) of the Maryland General CorporatiomvLa
(as in effect at the time such provision was adoptezlich contract or transaction was entered insdt may thereafter be in effect) shall be deetoed
have satisfied the criteria set forth in Sectids(19).

Section 9.6 Right of Trustees, Officers, Employees and AgentSum Shares or Other Property and to Engage in OtheinBss Subject
to any restrictions which may be adopted by the fEessin the Bylaws or otherwise: Any Trustee orceffi employee or agent of the Trust may acquire,
own, hold and dispose of Shares in the Trust, fphher individual account, and may exerciseiglits of a shareholder to the same extent anken t
same manner as if he or she were not a Trustedicerpemployee or agent of the Trust. Any Trugieefficer, employee or agent of the Trust mayhim
or her personal capacity or in the capacity oftgesofficer, director, stockholder, partner, membevisor or employee of any Person or otherwiaeeh
business interests and engage in business adisitiglar to or in addition to those relating te ffirust, which interests and activities may be Isimid and
competitive with those of the Trust and may incltiie acquisition, syndication, holding, managemeevelopment, operation or disposition, for his own
account, or for the account of such Person or stlidrinterests in mortgages, interests in regb@rty, or interests in Persons engaged in theestate
business. Each Trustee, officer, employee andtajehe Trust shall be free of any obligation tegent to the Trust any investment opportunity which
comes to him or her in any capacity other thanlgale Trustee, officer, employee or agent of thesTeven if such opportunity is of a character whith
presented to the Trust, could be taken by the Trialy Trustee or officer, employee or agent of Tnest may be interested as trustee, officer, threc
stockholder, partner, member, advisor or employeermtherwise have a direct or indirect inteiestany Person who may be engaged to render advice o
services to the Trust, and may receive compensétiom such Person as well as compensation as Trustexer, employee or agent or otherwise
hereunder. None of these activities shall be ddexmeonflict with his or her duties and powers asstee or officer, employee or agent of the Trust.

Section 9.7 Persons Dealing with Trustees, Officers, Employeesgents. Any act of the Trustees or of the officers, eoyples or agents
of the Trust purporting to be done in their capaai such, shall, as to any Persons dealing with Sugcstees, officers, employees or agents, be
conclusively deemed to be within the purposes af Thust and within the powers of such Trustees ace®, employees or agents. No Person dealing with
the Board or any of the Trustees or with the oficemployees or agents of the Trust shall be béwsde to the application of any funds or property
passing into their hands or control. The receffgthe Board or any of the Trustees, or of authatiatficers, employees or agents of the Trust, fonays or
other consideration, shall be binding upon the fTrus

Section 9.8 Reliance. The Trustees and the officers, employees andtagé the Trust may consult with counsel and thécador opinion
of such counsel shall be full and complete persprztection to all the Trustees and the officensplyees and agents of the Trust in respect ofaatipn
taken or suffered by them in good faith and inametie on or in accordance with such advice or opinlardischarging their duties, Trustees or officer
employees or agents of the Trust, when acting irddaith, may rely upon financial statements of Tmest represented to them to fairly present the
financial position or results of operations of the
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Trust by the chief financial officer of the Trusttbe officer of the Trust having charge of its ke®f account, or stated in a written report by an
independent certified public accountant fairly tegent the financial position or results of operadiof the Trust. The Trustees and the officermleyees
and agents of the Trust may rely, and shall begpaily protected in acting, upon any instrumenbtiier document believed by them to be genuine.

ARTICLE X
AMENDMENTS

Section 10.1 General The Trust reserves the right from time to timentake any amendment to the Declaration of Trust, erohereafter
authorized by law, including any amendment altethmgterms or contract rights, as expressly s¢ farthe Declaration of Trust, of any Shares, ektegt
the provisions governing the personal liabilitytloé shareholders, Trustees and of the officers)@maps and agents of the Trust and the prohibidfon
assessments upon shareholders may not be amenaieyg iespect that could increase the personalitiabf such shareholders, Trustees or officers,
employees and agents of the Trust. All rights amalgrs conferred by the Declaration of Trust on shaldehs, Trustees and officers are granted subgject t
this reservation. An amendment to the Declaratiofroét (a) shall be signed and acknowledged byest l& majority of the Trustees, or an officer duly
authorized by at least a majority of the Trustéesshall be filed for record as provided in Seetid.5 and (c) shall become effective as of therlat the
time the SDAT accepts the amendment for recordetithe established in the amendment, not to extiéay (30) days after the amendment is accepted
for record. All references to the Declaration of §trshall include all amendments thereto.

Section 10.2 By Trustees The Trustees may amend this Declaration of Trost time to time, in the manner provided by TBlewithout
any action by the shareholders, to qualify as bestate investment trust under the Code or undkr § and as otherwise provided in Section 8-50tfe)
Title 8 and the Declaration of Trust. If permittegl Maryland law as in effect from time to time, fheistees may amend this Declaration of Trust from
time to time in any other respect, in accordancé witch law, without any action by the shareholders.

Section 10.3 By Shareholders Except as otherwise provided in Section 10.2sargject to the following sentence, any amendmetitiso
Declaration of Trust must first be advised by thef8ioof Trustees and then shall be valid only ifrappd by (i) the affirmative vote of a majority alf the
votes entitled to be cast on the matter or (iNl#ryland law hereafter permits the effectivenesa wbte described in this clause (ii), the affirmatvote of
a majority of the votes cast on the matter. Any@aneent to Section 5.2.2 or 5.3 or to this senteiche Declaration of Trust shall be valid only if
approved by the Board of Trustees and then byffirenative vote of two- thirds (2/3) of all votes t#fed to be cast on the matter.

ARTICLE XI
MERGER, CONSOLIDATION OR SALE OF TRUST PROPERTY

Subject to the provisions of any class or serieStadres at the time outstanding, the Trust magnépe with or into another entity, (b) consolidate
with one or more other entities into a new entitygrsell, lease, exchange or otherwise transfasradlbstantially all of the trust property. Anychuaction
must first be approved by the Board of Trustees aftdr notice to all shareholders entitled to vartethe matter, by (i) the affirmative vote of ajamdy of
all the votes entitled to be cast on the mattdiipif Maryland law hereafter permits the effeaivess of a vote described in this clause (i) affiemative
vote of a majority of the votes cast on the matter
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ARTICLE XII
DURATION AND TERMINATION OF TRUST
Section 12.1 Duration. The Trust shall continue perpetually unless teated pursuant to Section 12.2.
Section 12.2 Termination.

(a) Subiject to the provisions of any class or serieStadres at the time outstanding, after approval majority of the entire Board
of Trustees, the Trust may be terminated at anytinieef shareholders by (i) the affirmative voteaomajority of all the votes entitled to be castloa
matter or (i) or if hereafter expressly authorizsdTitle 8, the affirmative vote of a majority thfe votes cast on the matter. Upon the terminatfdhe
Trust:

0] The Trust shall carry on no business except foptirpose of winding up its affairs.

(ii) The Trustees shall proceed to wind up the affaitb®fTrust and all of the powers of the Trusteesuiite Declaration
of Trust shall continue, including the powers tdifubr discharge the Trust's contracts, collesté@ssets, sell, convey, assign, exchange, tramsfer
otherwise dispose of all or any part of the renmajrproperty of the Trust to one or more persormubtic or private sale for consideration which may
consist in whole or in part of cash, securitiestheoproperty of any kind, discharge or pay itbilifies and do all other acts appropriate to ldpie its
business.

(iii) After paying or adequately providing for the paymehall liabilities, and upon receipt of such redes, indemnities
and agreements as they deem necessary for théécpom, the Trust may distribute the remainingpemy of the Trust among the shareholders so ftet a
payment in full or the setting apart for paymenso€h preferential amounts, if any, to which thilars of any Shares at the time outstanding sleall b
entitled, the remaining property of the Trust shalbject to any participating or similar rightsSifares at the time outstanding, be distributeabhat
among the holders of Common Shares at the timéamding.

(b) After termination of the Trust, the liquidationits business and the distribution to the sharehslds herein provided, a
majority of the Trustees shall execute and file it Trust's records a document certifying thatThest has been duly terminated and the Trustess sh
be discharged from all liabilities and duties heer, and the rights and interests of all sharedisldhall cease.

ARTICLE X
MISCELLANEOUS

Section 13.1 Governing Law. The Declaration of Trust is executed and delidavéh reference to the laws of the State of Mary|ardl the
rights of all parties and the validity, construatiand effect of every provision hereof shall bejecitto and construed according to the laws ofState of
Maryland.

Section 13.2 Reliance by Third Parties Any certificate shall be final and conclusivetasny person dealing with the Trust if executedHzy
Secretary or an Assistant Secretary of the TruatTnustee, and if certifying to: (a) the numbeidentity of Trustees, officers of the Trust or sHelders;
(b) the due authorization of the execution of anguinent; (c) the action or vote taken, and thetemée of a quorum, at a meeting of the Board offEes
or shareholders; (d) a copy of the Declaration ofsTor of the Bylaws as a
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true and complete copy as then in force; (e) amament to the Declaration of Trust; (f) the terntiom of the Trust; or (g) the existence of any fact
relating to the affairs of the Trust. No purchasemder, transfer agent or other person shalldumt) to make any inquiry concerning the validityaol
transaction purporting to be made by the Trust®beéhalf or by any officer, employee or agentef Trust.

Section 13.3 Severability.

(a) The provisions of the Declaration of Trust are sabls, and if the Board of Trustees shall determirith the advice of counsel,
that any one or more of such provisions (the “Cotifig Provisions”) are in conflict with the Codeitl& 8 or other applicable federal or state laws, th
Conflicting Provisions, to the extent of the cociflishall be deemed never to have constitutedteopéiie Declaration of Trust, even without any
amendment of the Declaration of Trust pursuantrticke X and without affecting or impairing any dfet remaining provisions of the Declaration of Trust
or rendering invalid or improper any action takemmitted (including but not limited to the electiof Trustees) prior to such determination. Nosiee
shall be liable for making or failing to make suchetermination. In the event of any such deteation by the Board of Trustees, the Board shallraine
the Declaration of Trust in the manner provided éctidn 10.2.

(b) If any provision of the Declaration of Trust shiadl held invalid or unenforceable in any jurisdintisuch holding shall apply
only to the extent of any such invalidity or unenafability and shall not in any manner affect, imjo& render invalid or unenforceable such provisio
any other jurisdiction or any other provision o theclaration of Trust in any jurisdiction.

Section 13.4 Construction In the Declaration of Trust, unless the contdékieowise requires, words used in the singular ¢hénplural
include both the plural and singular and words degainy gender include all genders. The title heddings of different parts are inserted for coremre
and shall not affect the meaning, constructionfiece of the Declaration of Trust. In defining atérpreting the powers and duties of the Trust &d i
Trustees and officers, reference may be made byrnietees or officers, to the extent appropriatd raot inconsistent with the Code or Title 8, to gstil
through 3 of the Corporations and Associationsofatof the Annotated Code of Maryland. In furthemand not in limitation of the foregoing, in
accordance with the provisions of Title 3, Subsitieand 7, of the Corporations and Associations lert€ the Annotated Code of Maryland, the Trustlsha
be included within the definition of “corporationdif purposes of such provisions.

Section 13.5 Recordation The Declaration of Trust and any amendment besieall be filed for record with the SDAT and mayodi® filed
or recorded in such other places as the Trustesra dppropriate, but failure to file for record fbeclaration of Trust or any amendment hereto in any
office other than in the State of Maryland shall affect or impair the validity or effectivenesstbé Declaration of Trust or any amendment heréto.
restated Declaration of Trust shall, upon filing,doaclusive evidence of all amendments containetkth and may thereafter be referred to in liethef
original Declaration of Trust and the various ameadts thereto.

THIRD : The amendment to and restatement of the Dedarafi Trust of the Trust as hereinabove set foaetbeen duly advised by the Board
of Trustees and approved by the shareholders ofrilg as required by law.

FOURTH: The total number of shares of beneficial intevasich the Trust has authority to issue has nohlzeended by this amendment and
restatement.
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Exhibit 3. 2
SENIOR HOUSING PROPERTIES TRUST
Articles of Amendment and Restatement

September 20, 1999
As Amended February 13, 2002
and Amended January 21, 2004
and Amended February 7, 2007
and Amended June 1, 2007
and Amended December 12, 2007
and Amended February 21, 2008
and Amended June 3, 2008
and Amended June 28, 2011
and Amended July 10, 2012
and Amended April 17, 2014
and Amended June 5, 2014
and Amended February 4, 2015

SENIOR HOUSING PROPERTIES TRUST
ARTICLES OF AMENDMENT AND RESTATEMENT

FIRST: Senior Housing Properties Trust, a Maryland es#hte investment trust (the “Trust”) formed untligle 8 of the Corporations and
Associations Article of the Annotated Code of Margldas amended and in effect from time to time, iantliding any successor title thereto, “Title 8”),
desires to amend and restate its Declaration oft Bsusurrently in effect and as hereinafter amendétreferences in the Declaration of Trust tesific
sections of Title 8 shall include applicable susceprovisions.

SECOND: The following provisions are all the provisiorfstlee Declaration of Trust currently in effect amslhereinafter amended:
ARTICLE |
FORMATION
The Trust is a real estate investment trust withehmeaning of Title 8. It is also intended theg Trust shall carry on a business as a “qualified
REIT subsidiary” as described in the REIT provisiari the Code (as defined in Article VIl below), & long as it is wholly owned by HRPT Properties
Trust and thereafter shall qualify and carry onitesss as a “real estate investment trust” as desttherein. The Trust shall not be deemed todenaral
partnership, limited partnership, joint venturénfcstock company or a corporation, but nothingeireshall preclude the Trust from being treateddar
purposes as an association under the Code; ndtisddlrustees or shareholders or any of themrgrpaurpose be, nor be deemed to be, nor be treated
any way whatsoever as, liable or responsible herewagpartners or joint venturers.
ARTICLE Il
NAME
The name of the Trust is:
Senior Housing Properties Trust
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Under circumstances in which the Board of TrustdelenTrust (the “Board of Trustees” or “Board”)tdemines that the use of the name of the
Trust is not practicable, the Trust may use angrodesignation or name for the Trust. To the expermitted by Maryland law, the Board of Trusteesy
amend the Declaration of Trust to change the nantieeoTrust without any action by the shareholders.

ARTICLE IlI
PURPOSES AND POWERS
Section 3.1 Purposes The purposes for which the Trust is formed ari@test in and to acquire, hold, manage, administantrol and
dispose of property and interests in property udirig, without limitation or obligation, engaging business as a real estate investment trust tineler
Code.

Section 3.2 Powers. The Trust shall have all of the powers grantect#d estate investment trusts by Title 8 and thiéopowers set forth in
the Declaration of Trust which are not inconsisteitih\\aw and are appropriate to promote and attagrptirposes set forth in the Declaration of Trust.

ARTICLE IV
RESIDENT AGENT

The name of the resident agent of the Trust irStiage of Maryland is James J. Hanks, Jr., whoseqffist address is c/o Ballard Spahr
Andrews & Ingersoll, LLP, 300 East Lombard StreetitiBeore, Maryland 21202. The resident agent itiaen of and resides in the State of Maryland.
The Trust may change such resident agent fromtintiene as the Board of Trustees shall determiFiee Trust may have such offices or places of bssine
within or outside the State of Maryland as the Ba#r@irustees may from time to time determine.

ARTICLE V
BOARD OF TRUSTEES

Section 5.1 Powers. Subject to any express limitations containethenDeclaration of Trust or in the Bylaws, (a) theihass and affairs of
the Trust shall be managed under the directioh®@Board of Trustees and (b) the Board shall haNeeixclusive and absolute power, control and axit
over any and all property of the Trust. The Boawaly take any action as in its sole judgment ancreli®on is necessary or appropriate to conduct the
business and affairs of the Trust. The Declaratiofrust shall be construed with the presumptiofairor of the grant of power and authority to theaBb
Any construction of the Declaration of Trust or detmation made in good faith by the Board concegrifa powers and authority hereunder shall be
conclusive. The enumeration and definition of ipatar powers of the Trustees included in the Detian of Trust or in the Bylaws shall in no way be
construed or deemed by inference or otherwise ymaanner to exclude or limit the powers conferredruthe Board or the Trustees under the general laws
of the State of Maryland or any other applicableda

The Board, without any action by the shareholdétke Trust, shall have and may exercise, on bedfalie Trust, without limitation, the power to
terminate the status of the Trust as a real estaéstment trust under the Code; to determinedbatpliance with any restriction or limitations on
ownership and transfers of shares of the Trustefieial interest set forth in Article VII of the Dechtion of Trust is no longer required in order thoe
Trust to qualify as a real estate investment ttiastidopt, amend and repeal Bylaws not
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inconsistent with law or this Declaration of Trustielect officers in the manner prescribed in théadg; to solicit proxies from holders of shares of
beneficial interest of the Trust; and to do anyeoticts and deliver any other documents necessaypoopriate to the foregoing powers.

Section 5.2 Number and Classification

Section 5.2.1  The number of trustees of the Trust (hereinafter‘ffrustees”) initially shall be two (2). On thesfi date on which the
Trust shall have more than one shareholder of dgtbe number of the Trustees shall automaticaltyaithout further action by the Board of Trustees
increase to five (5), which number may thereafteimereased or decreased pursuant to the Bylatee dfrust; provided, however, that no such increase
decrease shall result in the Trust having fewer thege (3) or more than seven (7) Trustees. Angneies in the Board of Trustees shall be filledaby
majority of the Trustees then in office, except thanajority of the entire Board of Trustees milsafvacancy resulting from an increase in the banof
Trustees.

Section 5.2.2  The terms of the Trustees shall be determinedlesv& (i) at the annual meeting of shareholderthefTrust that is
held in calendar year 2014 (the “2014 Annual Magjinthe Trustee whose term expires at the 2014 Ahkleeting (or such Trustee’s successor) shall be
elected to hold office for a three-year term exgjrat the annual meeting of shareholders of thetThat is held in calendar year 2017 (the “201nueai
Meeting”); (ii) at the annual meeting of sharehotdef the Trust that is held in calendar year 2Qt& “2015 Annual Meeting”), the Trustees whose terms
expire at the 2015 Annual Meeting (or such Trusteastessors) shall be elected to hold office foneyear term expiring at the annual meeting of
shareholders of the Trust that is held in caleydar 2016 (the “2016 Annual Meeting”); (iii) at tB816 Annual Meeting, the Trustees whose terms expire
at the 2016 Annual Meeting (or such Trustees’ sismra$ shall be elected to hold office for a oneryeem expiring at the 2017 Annual Meeting; and
(iv) at the 2017 Annual Meeting, and at each anmesting of shareholders of the Trust thereaftéf raistees shall be elected to hold office for a-gear
term expiring at the next annual meeting of shddsrs following his or her election. For the aveida of doubt, each Trustee elected or appointéueto
Board of Trustees to serve a term that commenciuaiebthe 2015 Annual Meeting (an “Existing Trusteeild each Trustee elected or appointed to the
Board of Trustees to fill a vacancy resulting frire death, resignation or removal of an Existingstee, shall serve for the full term to which theéskng
Trustee was elected or appointed.

Section 5.2.3  The names and business addresses of the initiatéesiwho shall serve as Trustees are as follows:

Name Address

Gerard M. Martir c/o Reit Management & Research, |
400 Centre Stret
Newton, Massachusetts 024

Barry M. Portnoy c/o Reit Management & Research, |
400 Centre Stret
Newton, Massachusetts 024

Section 5.2.4  The Trustees may fill any vacancy, whether resulfiogn an increase in the number of Trustees orrafise, on the
Board in the manner provided in the Bylaws. It Ehat be necessary to list in the Declaration afstthe names and addresses of any Trustees Heeina
elected. No reduction in the number of Trusteedl bhaae the effect of removing any Trustee fromia#fprior to the expiration of his or her term. bfact
to the provisions of Section 5.3 each Trustee stad office until the election and qualificatiohtas or her successor. There shall be no cunvalatting
in the election of Trustees.

Section 5.3 Resignation or Removal Any Trustee may resign by written notice to theb effective upon execution and delivery to the
Trust of such written notice or upon any future datecified in the notice. A Trustee may be remateahy time with or without cause, at a meetindhef t
shareholders, by the




affirmative vote of the holders of not less than-tivivds (2/3) of the Shares (as defined in Seclidnbelow) then outstanding and entitled to votesgelty
in the election of Trustees. A Trustee judged ingetent or for whom a guardian or conservator has Bppointed shall be deemed to have resigned as of
the date of such adjudication or appointment.

ARTICLE VI
SHARES OF BENEFICIAL INTEREST

Section 6.1 Authorized Shares The beneficial interest of the Trust shall béd#d into shares of beneficial interest (the “®s8y. The
Trust has authority to isste226-866-300,000,00(Bhares, consisting ef226:666-€810,000,00&¢ommon shares of beneficial interest, $.01 parevalu
per share (“Common Shares”). If shares of onesdas classified or reclassified into shares ofl@roclass of shares pursuant to this Article VI, the
number of authorized shares of the former clast sbautomatically decreased and the number akshaf the latter class shall be automaticallyeased,
in each case by the number of shares so classifiegtlassified, so that the aggregate numberareshof beneficial interest of all classes thafTthest has
authority to issue shall not be more than the tatmhber of shares of beneficial interest set fartthe second sentence of this paragraph. ThedBufar
Trustees, without any action by the shareholdetheofl rust, may amend the Declaration of Trust ftone to time to increase or decrease the aggregate
number of Shares or the number of Shares of asg daseries, including preferred shares of beiaéfiterest (“Preferred Shares”), that the Truss h
authority to issue.

Section 6.2 Common Shares Subject to the provisions of Article VII, each Gon Share shall entitle the holder thereof to aste wn
each matter upon which holders of Common Sharesrditted to vote. The Board of Trustees may reifpsiny unissued Common Shares from time to
time in one or more classes or series of Shares.

Section 6.3 Preferred Shares The Board of Trustees may classify any unisftrederred Shares and reclassify any previoushsitiaed but
unissued Preferred Shares of any series from tinieng, in one or more series of Shares.

Section 6.4 Classified or Reclassified Share®rior to issuance of classified or reclassif#ddres of any class or series, the Board of
Trustees by resolution shall (a) designate thatsatet series; (b) specify the number of Shareg tmdiuded in the class or series; (c) set, sulhjetite
provisions of Article VII, the preferences, conversir other rights, voting powers, restrictions, tations as to dividends or other distributions,
qualifications and terms and conditions of redempfor each class or series; and (d) cause the frdige articles supplementary with the State
Department of Assessments and Taxation of Maryldre“@DAT”). Any of the terms of any class or seéShares set pursuant to clause (c) of this
Section 6.4 may be made dependent upon facts asadste outside the Declaration of Trust (includihg occurrence of any event, determination opacti
by the Trust or any other person or body) and nay @mong holders thereof, provided that the mamehich such facts or variations shall operaterupo
the terms of such class or series of Shares isligl@ad expressly set forth in the articles supm@atary filed with the SDAT.

Section 6.5 Authorization by Board of Share Issuanc&he Board of Trustees may authorize the issufroce time to time of Shares of any
class or series, whether now or hereafter authorareskcurities or rights convertible into Shareamy class or series, whether now or hereafter aatth
for such consideration (whether in cash, propergt pr future services, obligation for future papiner otherwise) as the Board of Trustees may deem
advisable (or without consideration), subject tohstgstrictions or limitations, if any, as may béfseth in this Declaration of Trust or the Bylawstbe
Trust.




Section 6.6 Dividends and Distributions The Board of Trustees may from time to time atitfe and declare to shareholders such dividends
or distributions, in cash or other assets of thesfor in securities of the Trust or from any otbeurce as the Board of Trustees in its discreshaail
determine. Shareholders shall have no right todiwigend or distribution unless and until authedzand declared by the Board. The exercise of the
powers and rights of the Board of Trustees purstaatitis Section 6.6 shall be subject to the pionis of any class or series of Shares at the time
outstanding.

Section 6.7 General Nature of SharesAll Shares shall be personal property entitling shareholders only to those rights providedhén t
Declaration of Trust. The shareholders shall haviterest in the property of the Trust and shalléino right to compel any partition, division, idend
or distribution of the Trust or of the propertytbé Trust. The death of a shareholder shall matiteate the Trust or affect its continuity nor givis or her
legal representative any rights whatsoever, whet@inat or in respect of other shareholders, thet€as or the trust estate or otherwise, excepblbe s
right to demand and, subject to the provisiondefDeclaration of Trust, the Bylaws and any requéets of law, to receive a new certificate for Shares
registered in the name of such legal representativxchange for the certificate held by such ehalder. The Trust is entitled to treat as shddehe only
those persons in whose names Shares are registehedders of Shares on the beneficial interesgfdedf the Trust.

Section 6.8 Eractional Shares The Trust may, without the consent or approvalrof shareholder, issue fractional Shares, elirainat
fraction of a Share by rounding up or down to a 8iiare, arrange for the disposition of a fractiba 8hare by the person entitled to it or pay daslhe
fair value of a fraction of a Share.

Section 6.9 Declaration and Bylaws All shareholders are subject to the provisiohthe Declaration of Trust and the Bylaws of theskru

Section 6.10 Divisions and Combinations of ShareSubject to an express provision to the contiratite terms of any class or series of
beneficial interest hereafter authorized, the Badr@rustees shall have the power to divide or comlthe outstanding shares of any class or sefies o
beneficial interest, without a vote of shareholders.

ARTICLE VII
RESTRICTION ON TRANSFER AND OWNERSHIP OF SHARES
Section 7.1 Definitions. For the purpose of this Article VII, the followingrms shall have the following meanings:

Affiliate . The term “Affiliate” shall mean, with respect toyaPerson, another Person controlled by, contglinunder common control with
such Person.

Adggregate Share Ownership LimitThe term “Aggregate Share Ownership Limit” shadlan 9.8 percent in value or in number of the aggeedf
the outstanding Equity Shares. The value of thetanding Equity Shares shall be determined bBtterd of Trustees in good faith, which determination
shall be conclusive for all purposes hereof.

Beneficial Ownership The term “Beneficial Ownership” shall mean owngrsif Equity Shares by a Person, whether the intémeSquity Shares
is held directly or indirectly (including by a nongie), and shall include, but not be limited toerasts that would be treated as owned through the
application of Section 544 of the Code, as modifigcSection 856(h)(1)(B) of the Code. The termsriBficial Owner,” “Beneficially Owns” and
“Beneficially Owned” shall have the correlative meeys.




Business Day The term “Business Day” shall mean any day, iothan a Saturday or Sunday, that is neither d legjaday nor a day on which
banking institutions in New York City are authorizedrequired by law, regulation or executive ortdeclose.

Charitable Beneficiary The term “Charitable Beneficiary” shall mean amemore beneficiaries of the Charitable Trust@®inined pursuant to
Section 7.3.6, provided that each such organizatiost be described in Section 501(c)(3) of the Cottcontributions to each such organization mest b
eligible for deduction under each of Sections 1Y(QA), 2055 and 2522 of the Code. If the CoddIdlemse to define a charitable organization,
“Charitable Beneficiary” shall mean an entity orgal to do work for charitable purposes and nopfofit.

Charitable Trust The term “Charitable Trust” shall mean any tqustvided for in Section 7.3.1.

Code. The term “Code” shall mean the Internal ReveBude of 1986, as amended from time to time. Akrefices to specific sections of the
Code shall include applicable successor provisions.

Common Share Ownership LimitThe term “Common Share Ownership Limit” shall m&8 percent (in value or in number of shares, dier
is more restrictive) of the aggregate outstandingn@on Shares. The number and value of outstar@imgmon Shares shall be determined by the Board
of Trustees in good faith, which determination sbaliconclusive for all purposes.

Constructive Ownership The term “Constructive Ownership” shall mean owhgr of Equity Shares by a Person, whether theastén Equity
Shares is held directly or indirectly (including &yyominee), and shall include, but not be limtednterests that would be treated as owned throlgh
application of Section 318(a) of the Code, as mediby Section 856(d)(5) of the Code. The termari€ructive Owner,” “Constructively Owns” and
“Constructively Owned” shall have the correlative megs.

Declaration of Trust The term “Declaration of Trust” shall mean théstcles of Amendment and Restatement as acceptacord by the
SDAT, and any amendments thereto.

Equity Shares The term “Equity Shares” shall mean Shareslaflatses or series, including, without limitati@gmmon Shares and Preferred
Shares.

Excepted Holder The term “Excepted Holder” shall mean a sharedrobd the Trust for whom an Excepted Holder Limitisated by this
Article VII or by the Board of Trustees pursuant &cfon 7.2.7.

Excepted Holder Limit The term “Excepted Holder Limit” shall mean, pard that the affected Excepted Holder agrees tqpgowmith the
requirements established by the Board of Trusteesupnt to Section 7.2.7, and subject to adjustmersuant to Section 7.2.8, the percentage limit
established by the Board of Trustees pursuantdticd®e7.2.7.

HRPT. The term “HRPT” shall mean HRPT Properties TrastJaryland real estate investment trust, or awgeassor thereto by merger or
consolidation, or any transferee of all or subsadigitall of its assets.

Initial Date. The term “Initial Date” shall mean the date updrich these Articles of Amendment and Restatemerthaaing this Article VIl is
accepted for record by the SDAT.

Market Price. The term “Market Price” on any date shall meait respect to any class or series of outstandiopgjtiZ Shares, the Closing Price
for such Equity Shares on such date. The “CloBirige” on any date shall mean the last sale paceidch Equity Shares, regular way, or, in caseush s
sale takes place on such day, the average ofakenglbid and asked prices, regular way, for sudhitE@hares, in either case as reported in thecjpah
consolidated transaction reporting system with resgmesecurities listed or admitted to
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trading on the NYSE or, if such Equity Shares ardistetd or admitted to trading on the NYSE, as regubon the principal consolidated transaction
reporting system with respect to securities ligiedhe principal national securities exchange orctvsuch Equity Shares are listed or admitted tirica
or, if such Equity Shares are not listed or adittetrading on any national securities exchange)dst quoted price, or, if not so quoted, theaye of the
high bid and low asked prices in the over-the-caumtarket, as reported by the National AssociatioBexdurities Dealers, Inc. Automated Quotation
System or, if such system is no longer in useptircipal other automated quotation system that thap be in use or, if such Equity Shares are notegl
by any such organization, the average of the aipkid and asked prices as furnished by a profeabmoarket maker making a market in such Equity
Shares selected by the Board of Trustees or, ievhat that no trading price is available for skcjuity Shares, the fair market value of Equity $saas
determined in good faith by the Board of Trustees.

NYSE. The term “NYSE” shall mean the New York Stock Exupa

Person The term “Person” shall mean an individual, cogtion, partnership, estate, trust (including, fttlimited to, a trust qualified under
Sections 401(a) or 501(c)(17) of the Code), a portif a trust permanently set aside for or to lElexclusively for the purposes described in Sadi42
(c) of the Code, association, private foundatiorhimithe meaning of Section 509(a) of the Code tjsiack company or other entity and also includes a
group as that term is used for purposes of Sedtgd)(3) of the Securities Exchange Act of 1934ame&nded, and a group to which an Excepted Holder
Limit applies.

Prohibited Owner The term “Prohibited Owner” shall mean, with resipto any purported Transfer, any Person who,dnuthe provisions of
Section 7.2.1, would Beneficially Own or Constructiwélwn Equity Shares, and if appropriate in the canhall also mean any Person who would have
been the record owner of Equity Shares that thaiBited Owner would have so owned.

REIT . The term “REIT” shall mean a real estate investhirust within the meaning of Section 856 of thel&
Restriction Termination Date The term “Restriction Termination Date” shall mehe first day after the Initial Date on which Beard of

Trustees determines that it is no longer in thé inésrests of the Trust for the restrictions aindthtions on Beneficial Ownership, Constructive Ovaingp
and Transfers of Equity Shares set forth hereapiay.

RMR . The term “RMR” shall mean REIT Management & Resh, Inc., the Trust's investment advisor, or angcessor investment advisor to
the Trust.

SDAT. The term “SDAT” shall mean the State Departmerfissfessments and Taxation of Maryland.

Transfer. The term “Transfer” shall mean any issuances,sednsfer, gift, assignment, devise or otheralgon, as well as any other event that
causes any Person to acquire Beneficial Ownershiipastructive Ownership, or any agreement to takesanl actions or cause any such events, of
Equity Shares or the right to vote or receive divids on Equity Shares, including (a) the grantingxercise of any option (or any disposition of any
option), (b) any disposition of any securities ights convertible into or exchangeable for Equibafs or any interest in Equity Shares or any éeseaf
any such conversion or exchange right and (c) Teas®f interests in other entities that resuktlianges in Beneficial or Constructive Ownership @iy
Shares; in each case, whether voluntary or invalyntvhether owned of record, Constructively OwneBemeficially Owned and whether by operation of
law or otherwise. The terms “Transferring” anddmsferred” shall have the correlative meanings.
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Trustee The term “Trustee” shall mean the Person unafétl with the Trust and a Prohibited Owner, thaipigointed by the Trust to serve as
trustee of the Charitable Trust.

Section 7.2 Equity Shares

Section 7.2.1  Ownership Limitations During the period commencing on the Initial Date @rior to the Restriction Termination

Date:
(&) Basic Restrictions

(i) (1) No Person, other than an Excepted Holder anerdhan HRPT, RMR and their affiliates, shall Beciafly Own or
Constructively Own Equity Shares in excess of therAggte Share Ownership Limit, (2) no Person, oten tin Excepted Holder and other than HRPT,
RMR and their affiliates, shall Beneficially Own @pnstructively Own Common Shares in excess of ther@mmShare Ownership Limit and (3) no
Excepted Holder shall Beneficially Own or Construely Own Equity Shares in excess of the Excepted Hdlotit for such Excepted Holder.

(ii) No Person shall Beneficially or Constructively Owrufg Shares to the extent that such Beneficial angructive
Ownership of Equity Shares would result in the Theshg “closely held” within the meaning of Secti®b6(h) of the Code (without regard to whether the
ownership interest is held during the last haldééxable year), or otherwise failing to qualifyaaREIT (including, but not limited to, Beneficiat
Constructive Ownership that would result in the Tawhing (actually or Constructively) an interesaitenant that is described in Section 856(d)(2pB)
the Code if the income derived by the Trust fromhstenant would cause the Trust to fail to satisfy af the gross income requirements of Section 856
(c) of the Code).

(i) Subject to Section 7.4, notwithstanding any othewisions contained herein, any Transfer of Equlipr@s (whether
or not such Transfer is the result of a transactioiered into through the facilities of the NYSEaay other national securities exchange or autoniated
dealer quotation system) that, if effective, worddult in Equity Shares being beneficially owneddss than 100 Persons (determined under the pléscip
of Section 856(a)(5) of the Code) shall be voidratio, and the intended transferee shall acquaeights in such Equity Shares.

(b) Transfer in Trust If any Transfer of Equity Shares occurs whiékefiective, would result in any Person Beneficiallyvning
or Constructively Owning Equity Shares in violatioinSection 7.2.1(a)(i) or (ii),

(i) then that number of Equity Shares the Beneficialanstructive Ownership of which otherwise would casiseh
Person to violate Section 7.2.1(a)(i) or (ii) (rded up to the nearest whole share) shall be autcaligtiransferred to a Charitable Trust for thedférof a
Charitable Beneficiary, as described in Section &fféctive as of the close of business on theBassi Day prior to the date of such Transfer, and suc
Person shall acquire no rights in such Equity Share

(ii) if the transfer to the Charitable Trust describedlause (i) of this sentence would not be effedireany reason to
prevent the violation of Section 7.2.1(a)(i) o),(then the Transfer of that number of Equity Skdhat otherwise would cause any Person to violate
Section 7.2.2 or (ii) shall be void ab initio, amhe intended transferee shall acquire no righsigh Equity Shares.

Section 7.2.2 Remedies for Breach If the Board of Trustees or any duly authorizedhmittee thereof shall at any time determine in
good faith that a Transfer or other event has tatace that results in a violation of Section 7 @.that a Person intends to acquire or has atesirtpt
acquire Beneficial or




Constructive Ownership of any Equity Shares in violaof Section 7.2.1 (whether or not such violatie intended), the Board of Trustees or a committe
thereof shall take such action as it deems adésablefuse to give effect to or to prevent sucén§fer or other event, including, without limitatjion
causing the Trust to redeem Equity Shares, refusimive effect to such Transfer on the books efThust or instituting proceedings to enjoin such
Transfer or other event; provided, however, that Bransfers or attempted Transfers or other eveng®iation of Section 7.2.1 shall automaticallgul

in the transfer to the Charitable Trust describleova, and, where applicable, such Transfer (orrathent) shall be void ab initio as provided above
irrespective of any action (or non-action) by th@aBl of Trustees or a committee thereof.

Section 7.2.3  Notice of Restricted TransferAny Person who acquires or attempts or inteadstjuire Beneficial Ownership or
Constructive Ownership of Equity Shares that wilhmay violate Section 7.2.1(a), or any Person who @balve owned Equity Shares that resulted in a
transfer to the Charitable Trust pursuant to thevigions of Section 7.2.1(b), shall immediatelyegivritten notice to the Trust of such event, othia tase
of such a proposed or attempted transaction, dileaat 15 days prior written notice, and shall ptevo the Trust such other information as the Ty
request in order to determine the effect, if arfysuzh Transfer.

Section 7.2.4  Owners Required To Provide InformatiorFrom the Initial Date and prior to the Restrintibermination Date:

(a) every owner of more than five percent (or such lopercentage as required by the Code or the Tre&eguylations
promulgated thereunder) of the outstanding Equiigr8s, within 30 days after the end of each taxgdde, shall give written notice to the Trust stating
name and address of such owner, the number of\E§h#res and other Equity Shares Beneficially Ovaratla description of the manner in which such
shares are held. Each such owner shall provitieetd rust such additional information as the Troay request in order to determine the effect, yf, af
such Beneficial Ownership on the Trust's status BREHA and to ensure compliance with the Aggregi@r& Ownership Limit.

(b) each Person who is a Beneficial or Constructive Owhe&iquity Shares and each Person (including theeblodder of record)
who is holding Equity Shares for a Beneficial or €ouctive Owner shall provide to the Trust such iinfation as the Trust may request, in good faith, in
order to determine the Trust’s status as a REITtamdmply with requirements of any taxing authodtygovernmental authority or to determine such
compliance.

Section 7.2.5 Remedies Not Limited Subject to Section 5.1 of the Declaration of Trasthing contained in this Section 7.2 shall
limit the authority of the Board of Trustees togaduch other action as it deems necessary or &twigaprotect the Trust and the interests of its
shareholders in preserving the Trust's statusREId.

Section 7.2.6  Ambiguity . In the case of an ambiguity in the applicatidamy of the provisions of this Section 7.2, Settfo3 or
any definition contained in Section 7.1, the Boafdrustees shall have the power to determine tpéagtion of the provisions of this Section 7.2 or
Section 7.3 with respect to any situation basederfdcts known to it. In the event Section 7.2 @rrequires an action by the Board of Trusteestlaad
Declaration of Trust fails to provide specific guida with respect to such action, the Board of Besshall have the power to determine the actite to
taken so long as such action is not contrary tgtbeisions of Sections 7.1, 7.2 or 7.3.
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Section 7.2.7  Exceptions

(a) Subject to Section 7.2.1(a)(ii), the Board of Teest, in its sole discretion, may exempt a Persan the Aggregate Share
Ownership Limit and the Common Share Ownership Liastthe case may be, and may (but is not requijesstablish or increase an Excepted Holder
Limit for such Person if:

(i) the Board of Trustees obtains such representatindsindertakings from such Person as are reasonabéssary to
ascertain that no individual’'s Beneficial or Constive Ownership of such Equity Shares will violage®on 7.2.1(a)(ii);

(ii) such Person does not and represents that it wilbwat actually or Constructively, an interest ireaént of the Trust
(or a tenant of any entity owned or controlled by Tmust) that would cause the Trust to own, actuali€onstructively, more than a 9.9% interest (as se
forth in Section 856(d)(2)(B) of the Code) in suehant and the Board of Trustees obtains suchseptations and undertakings from such Person as are
reasonably necessary to ascertain this fact (feptlrpose, a tenant from whom the Trust (or aityeoivned or controlled by the Trust) derives (asd
expected to continue to derive) a sufficiently draaiount of revenue such that, in the opinion efBoard of Trustees, rent from such tenant woutd no
adversely affect the Trust's ability to qualify@&EIT, shall not be treated as a tenant of thstJ;rand

(iii) such Person agrees that any violation or attemptdation of such representations or undertakirgsother action
which is contrary to the restrictions contained @ct®ns 7.2.1 through 7.2.6) will result in such Bg$hares being automatically transferred to a
Charitable Trust in accordance with Sections 7.2.4ffl 7.3.

(b) Prior to granting any exception pursuant to Secfiéh7(a), the Board of Trustees may require aguiiom the Internal
Revenue Service, or an opinion of counsel, in eitlase in form and substance satisfactory to tterdBof Trustees in its sole discretion, as it megrd
necessary or advisable in order to determine asrerthe Trust's status as a REIT. Notwithstandivgreceipt of any ruling or opinion, the Board of
Trustees may impose such conditions or restrictaanis deems appropriate in connection with grarsimgh exception.

(c) In determining whether to grant any exemption pumstm Section 7.2.7(a), the Board of Trustees nmmsitler, among other
factors, (i) the general reputation and moral cti@reof the person requesting an exemption, (ii)thseownership of shares would be direct or through
ownership attribution, (iii) whether the persontsrership of shares would adversely affect the Trusiiity to acquire additional properties or engage
other business and (iv) whether granting an exemtiothe person requesting an exemption would ey affect any of the Trust’s existing contrattua
arrangements.

(d) Subject to Section 7.2.1(a)(ii), an underwriter vihparticipates in a public offering or a privataggment of Equity Shares (or
securities convertible into or exchangeable forifygthares) may Beneficially Own or Constructively OBuity Shares (or securities convertible into or
exchangeable for Equity Shares) in excess of thgrégate Share Ownership Limit, the Common Share Owipekémit or both such limits, but only to the
extent necessary to facilitate such public offedngrivate placement.

(e) The Board of Trustees may only reduce the Excefdtdder Limit for an Excepted Holder: (1) with theitten consent of such
Excepted Holder at any time, or (2) pursuant totéms and conditions of the agreements and uridegsentered into with such Excepted Holder in
connection with the establishment of the ExceptedietoLimit for that Excepted Holder. No Excepted Holdinit shall be reduced to a percentage that is
less than the Common Share Ownership Limit for acepted Holder without the written consent of suchepked Holder.
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Section 7.2.8  Increase in Aggregate Share Ownership and Commore Ehanership Limits The Board of Trustees may from time
to time increase the Common Share Ownership Lindttha Aggregate Share Ownership Limit.

Section 7.2.9  Legend. Each certificate for Equity Shares shall bedosgantially the following legend:

The shares evidenced by this certificate are stiljeestrictions on Beneficial and Constructive @wahip and Transfer for the purpose,
among others, of the Trust's maintenance of itustas a Real Estate Investment Trust (a “REIT8eurthe Internal Revenue Code of
1986, as amended (the “Code”). Subject to ceftather restrictions and except as expressly pexvig the Trust's Declaration of Trust,
(i) no Person may Beneficially or Constructively O@ammon Shares of the Trust in excess of 9.8 pefoenalue or number of shares)
of the outstanding Common Shares of the Trust srdash Person is an Excepted Holder (in which casExhepted Holder Limit shall
be applicable); (ii) no Person may BeneficiallyGmnstructively Own Equity Shares of the Trust inesscof 9.8 percent of the value of
the total outstanding Equity Shares of the Truskess such Person is an Excepted Holder (in whask the Excepted Holder Limit shall
be applicable); (iii) no Person may Beneficially@onstructively Own Equity Shares that would resuthe Trust being “closely held”
under Section 856(h) of the Code or otherwise cthesdrust to fail to qualify as a REIT; and (iv) Rerson may Transfer Equity Shares
if such Transfer would result in Equity Shares @ Trust being owned by fewer than 100 Persons. Amgdh who Beneficially or
Constructively Owns or attempts to Beneficially @mStructively Own Equity Shares which cause or willssaa Person to Beneficially
or Constructively Own Equity Shares in excess aniatation of the above limitations must immediatelgtify the Trust. If any of the
restrictions on transfer or ownership are violated,Equity Shares represented hereby will be aufoailgttransferred to a Trustee of a
Charitable Trust for the benefit of one or more @hale Beneficiaries. In addition, upon the ocence of certain events, attempted
Transfers in violation of the restrictions descdlabove may be void ab initio. All capitalized terin this legend have the meanings
defined in the Trust's Declaration of Trust, as $hene may be amended from time to time, a copyhaéhw including the restrictions on
transfer and ownership, will be furnished to eacldéwoof Equity Shares of the Trust on request artdowit charge.

Instead of the foregoing legend, the certificate istate that the Trust will furnish a full staterhebout certain restrictions on
transferability to a shareholder on request andawuit charge.

Section 7.3 Transfer of Equity Shares in Trust

Section 7.3.1  Ownership in Trust Upon any purported Transfer or other event deedrin Section 7.2.1(b) that would result in a
transfer of Equity Shares to a Charitable Trusthdtquity Shares shall be deemed to have beerfdreed to the Trustee as trustee of a CharitablstTfor
the exclusive benefit of one or more Charitable@ieraries. Such transfer to the Trustee shatldemed to be effective as of the close of busiorske
Business Day prior to the purported Transfer or o#vent that results in the transfer to the Chlaletd rust pursuant to Section 7.2.1(b). The Trusteall
be appointed by the Trust and shall be a Persoffiliatad with the Trust and any Prohibited Owndétach Charitable Beneficiary shall be designated by
the Trust as provided in Section 7.3.6.

Section 7.3.2  Status of Shares Held by the TrusteEquity Shares held by the Trustee shall be dsmel outstanding Equity Shares
of the Trust. The Prohibited Owner shall have gbts in the shares held by the Trustee. The Pitei®wner shall not benefit economically from
ownership of any shares held in trust
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by the Trustee, shall have no rights to dividendstber distributions and shall not possess arytsitp vote or other rights attributable to thershaeld in
the Charitable Trust.

Section 7.3.3  Dividend and Voting Rights The Trustee shall have all voting rights anthtsgo dividends or other distributions with
respect to Equity Shares held in the CharitablesfTmhich rights shall be exercised for the excledienefit of the Charitable Beneficiary. Any dividieor
other distribution paid prior to the discovery b fTrust that Equity Shares have been transfeorétet Trustee shall be paid with respect to sucht§qu
Shares to the Trustee upon demand and any divioieotther distribution authorized but unpaid shallgaid when due to the Trustee. Any dividends or
distributions so paid over to the Trustee shalélel in trust for the Charitable Beneficiary. TPwhibited Owner shall have no voting rights withpesst
to shares held in the Charitable Trust and, sulbjebtaryland law, effective as of the date that iBq8hares have been transferred to the Trustee, th
Trustee shall have the authority (at the Trusteels discretion) (i) to rescind as void any votstdsy a Prohibited Owner prior to the discovery oy Trust
that Equity Shares have been transferred to thstdewand (ii) to recast such vote in accordance tivétldesires of the Trustee acting for the beoéfihe
Charitable Beneficiary; provided, however, thahi fTrust has already taken irreversible trust actieen the Trustee shall not have the authoritgs$gind
and recast such vote. Notwithstanding the provssafrthis Article VII, until the Trust has receivadtification that Equity Shares have been transterr
into a Charitable Trust, the Trust shall be erditie rely on its share transfer and other sharealetords for purposes of preparing lists of dhalcers
entitled to vote at meetings, determining the \blidnd authority of proxies and otherwise condugtintes of shareholders.

Section 7.3.4  Sale of Shares by TrusteaVithin 20 days of receiving notice from the Tirtisat Equity Shares have been transferred
to the Charitable Trust, the Trustee of the Chhlgtdrust shall sell the shares held in the Chaletdrust to a person, designated by the Trusthese
ownership of the shares will not violate the owngrdimitations set forth in Section 7.2.1(a). Upsurch sale, the interest of the Charitable Benefidia
the shares sold shall terminate and the Trustdedisibute the net proceeds of the sale to ttehBited Owner and to the Charitable Beneficiary as
provided in this Section 7.3.4. The Prohibited Omstell receive the lesser of (1) the price paidhgyProhibited Owner for the shares or, if the Bitéd
Owner did not give value for the shares in connectigh the event causing the shares to be heldarCtaritable Trust (e.g., in the case of a giftjiskor
other such transaction), the Market Price of therehion the day of the event causing the shates beld in the Charitable Trust and (2) the prieeghare
received by the Trustee from the sale or otheradision of the shares held in the Charitable Trusty net sales proceeds in excess of the amouhbay
to the Prohibited Owner shall be immediately paitheoCharitable Beneficiary. If, prior to the diseoy by the Trust that Equity Shares have been
transferred to the Trustee, such shares are scddRphibited Owner, then (i) such shares shalldeend to have been sold on behalf of the Charitable
Trust and (ii) to the extent that the Prohibited @wreceived an amount for such shares that exd¢bedsnount that such Prohibited Owner was entitled to
receive pursuant to this Section 7.3.4, such exslesis be paid to the Trustee upon demand.

Section 7.3.5  Purchase Right in Shares Transferred to the Truskeguity Shares transferred to the Trustee steatldemed to have
been offered for sale to the Trust, or its desigaea price per share equal to the lesser dfi¢iprice per share in the transaction that resuitsdch
transfer to the Charitable Trust (or, in the casa devise or gift, the Market Price at the timeso€h devise or gift) and (ii) the Market Pricetba date the
Trust, or its designee, accepts such offer. Thistighall have the right to accept such offer uhél Trustee has sold the shares held in the @b&iT rust
pursuant to Section 7.3.4. Upon such a sale t@hst, the interest of the Charitable Beneficiarghie shares sold shall terminate and the Trustalée s
distribute the net proceeds of the sale to theibiteld Owner.

Section 7.3.6  Designation of Charitable BeneficiarieBy written notice to the Trustee, the Trust shallignate one or more
nonprofit organizations to be the Charitable Beriafy of the interest in the
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Charitable Trust such that Equity Shares held énGharitable Trust would not violate the restricti@et forth in Section 7.2.1(a) in the hands ohsuc
Charitable Beneficiary.

Section 7.4 NYSE Transactions Nothing in this Article VII shall preclude thetdement of any transaction entered into throdngh t
facilities of the NYSE or any other national sedastexchange or automated inter-dealer quotatistesy The fact that the settlement of any traisact
occurs shall not negate the effect of any othevipron of this Article VII and any transferee in suzliransaction shall be subject to all of the Biovis
and limitations set forth in this Article VII.

Section 7.5 Enforcement The Trust is authorized specifically to seekitdple relief, including injunctive relief, to enfe the provisions
of this Article VII.
Section 7.6 NonWaiver. No delay or failure on the part of the Trusttoe Board of Trustees in exercising any right hedeu shall operate
as a waiver of any right of the Trust or the Boafrdrustees, as the case may be, except to thatesgecifically waived in writing.
ARTICLE VIII
SHAREHOLDERS

Section 8.1 Meetings. There shall be an annual meeting of the shademg|to be held on proper notice at such time(dfie delivery of
the annual report) and convenient location as $featletermined by or in the manner prescribederBylaws, for the election of the Trustees, if reedj
and for the transaction of any other business witiénpowers of the Trust. Except as otherwise psealid the Declaration of Trust, special meetings of
shareholders may be called in the manner providélde Bylaws. Shareholders meetings, includingatireual meeting and any special meetings, may be
called only by the Board of Trustees. If thereraweTrustees, the officers of the Trust shall proyngall a special meeting of the shareholderstieatito
vote for the election of successor Trustees. Angting may be adjourned and reconvened as the Bsuditermine or as provided in the Bylaws.

Section 8.2 Voting Rights. Subject to the provisions of any class or sesfeShares then outstanding, the shareholders lshahtitled to
vote only on the following matters: (a) electidnToustees as provided in Section 5.2 and the renoivTrustees as provided in Section 5.3;
(b) amendment of the Declaration of Trust as predith Article X; (c) termination of the Trust as pited in Section 12.2; (d) merger or consolidatién
the Trust to the extent required by Title 8, or $laée or disposition of substantially all of theuStrProperty, as provided in Article XI; and (e) sother
matters with respect to which the Board of Trusteesadopted a resolution declaring that a propaston is advisable and directing that the mateer b
submitted to the shareholders for approval oricatifon. Except with respect to the foregoing nrafteo action taken by the shareholders at anyingeet
shall in any way bind the Board of Trustees.

Section 8.3 Preemptive and Appraisal Right€Except as may be provided by the Board of Tesste setting the terms of classified or
reclassified Shares pursuant to Section 6.4, ara@sotherwise be provided by contract, no holdeslmdres shall, as such holder, (a) have any preempti
right to purchase or subscribe for any additiorr@r®s of the Trust or any other security of thesTwhich it may issue or sell or (b) have any right
require the Trust to pay him the fair value of 8gares in an appraisal or similar proceeding.

Section 8.4 Extraordinary Actions Except as specifically provided in Section 5ed4ting to removal of Trustees) and subject to
Section 8.5, notwithstanding any provision of lawrpiting or requiring any action to be taken ortaarized by the affirmative vote of the holders of a
greater number of votes, any such action shalfieeteze and valid if taken or approved by (i) tairmative vote of holders of Shares entitled &stca
majority of all the votes entitled to be cast oa thatter, or (ii) if Maryland law hereafter
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permits the effectiveness of a vote describedigdlause (i), the affirmative vote of a majordf/the votes cast on the matter.

Section 8.5 Board Approval The submission of any action to the shareholftertheir consideration shall first be approvedadvised by
the Board of Trustees, and the shareholders sbiatitherwise be entitled to act thereon.

Section 8.6 Action By Shareholders Without a Meetingro the extent, if any, permitted by the Bylawsta Trust, any action required or
permitted to be taken by the shareholders maykentaiithout a meeting by the written consent ofshareholders entitled to cast a sufficient numiber o
votes to approve the matter as required by statueDeclaration of Trust or the Bylaws of the Trastthe case may be.

Section 8.7 Indemnification of the Trust Each shareholder will indemnify and hold harmkbesTrust from and against all costs, expenses,
penalties, fines and other amounts, including, eitHimitation, attorneys’ and other professioredd, whether third party or internal, arising framts
shareholder’s violation of any provision of this Dation of Trust or the Bylaws, including, withdirhitation, Article VII, and shall pay such sums tet
Trust upon demand, together with interest on suobuats, which interest will accrue at the lesser @&bJfer annum and the maximum amount permitted
by law, from the date such costs or the like arerired! until the receipt of repayment by the Trusbthing in this Section shall create or increase th
liability of any shareholders, trustees, officasiployees or agents of the Trust for actions takehehalf of the Trust.

ARTICLE IX

LIABILITY LIMITATION, INDEMNIFICATION
AND TRANSACTIONS WITH THE TRUST

Section 9.1 Limitation of Shareholder Liability No shareholder shall be liable for any debt,neJalemand, judgment or obligation of any
kind of, against or with respect to the Trust bgsen of his being a shareholder, nor shall anyesiwdder be subject to any personal liability whatsogin
tort, contract or otherwise, to any person in cotinaavith the property or the affairs of the Triasgtreason of his being a shareholder.

Section 9.2 Limitation of Trustee and Officer Liability To the maximum extent that Maryland law in effieotn time to time permits
limitation of the liability of trustees and officepf a real estate investment trust, no currefdroner Trustee or officer of the Trust shall beél@to the
Trust or to any shareholder for money damagesthBethe amendment nor repeal of this Sectionrththe adoption or amendment of any other
provision of the Declaration of Trust inconsisterittvthis Section 9.2, shall apply to or affect myaespect the applicability of the preceding secgéewith
respect to any act or failure to act which occupedr to such amendment, repeal or adoption. érettisence of any Maryland statute limiting theiliigh
of trustees and officers of a Maryland real estatestment trust for money damages in a suit byrobehalf of the Trust or by any shareholder, wirsg
by reason of his or her action on behalf of thesTrno Trustee or officer of the Trust shall béléato the Trust or to any shareholder for monayaiges
except to the extent that (a) the Trustee or affctually received an improper benefit or prafimhoney, property or services, for the amount eftinefit
or profit in money, property or services actuabgeived, or (b) a judgment or other final adjudaratdverse to the Trustee or officer is entereal in
proceeding based on a finding in the proceedingttieaTrustee’s or officer’s action or failure tct avas the result of active and deliberate dishgresd
was material to the cause of action adjudicatetierproceeding.

Section 9.3 Express Exculpatory Clauses and Instrumenmsy written instrument creating an obligationtloé Trust shall, to the extent
practicable, include a reference to this Declarasiod provide that
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neither the shareholders nor the Trustees nor Hitgis, employees or agents (including the Truatsisor, the “Advisor”) of the Trust shall be llab
thereunder and that all persons shall look soteb¢ trust estate for the payment of any claimetlieder or for the performance thereof; however, the
omission of such provision from any such instrunsdall not render the shareholders, any Trusteanyofficer, employee or agent (including the
Advisor) of the Trust liable, nor shall the sharetesk, any Trustee or any officer, employee or afjeoluding the Advisor) of the Trust be liableanyone
for such omission.

Section 9.4 Indemnification. The Trust shall, to the maximum extent permitigdviaryland law in effect from time to time, indeifyn and
pay or reimburse reasonable expenses in advarfoebélisposition of a proceeding to, (a) any indival who is a present or former shareholder, Teuste
officer of the Trust or (b) any individual who, whigeTrustee of the Trust and at the request of thstTserves or has served as a trustee, diretfioer,
partner, employee or agent of another real estagstment trust, corporation, partnership, jointtuee, trust, employee benefit plan or any othéeramise
from and against any claim or liability to which bygerson may become subject or which such persgrimoar by reason of his status as a present or
former shareholder, Trustee or officer of the TruBhe Trust shall have the power, with the appro¥éts Board of Trustees, to provide such
indemnification and advancement of expenses tasopevho served a predecessor of the Trust in attyeatapacities described in (a) or (b) above and t
any employee or agent of the Trust or a predecedgbe Trust.

Section 9.5 Transactions Between the Trust and its Trusteeg;&$f Employees and Agentga) Subject to any express restrictions
adopted by the Trustees in the Bylaws or by resmiythe Trust may enter into any contract or tratisa of any kind, whether or not any of its Trustee
officers, employees or agents has a financial @stein such transaction, with any person, including Trustee, officer, employee or agent of thesTau
any person affiliated with a Trustee, officer, enygle or agent of the Trust or in which a Trustedceff employee or agent of the Trust has a material
financial interest.

(b) To the extent permitted by Maryland law, a conta@obther transaction between the Trust and angt&€euor between the Trust
and RMR or any other corporation, trust, firm, trey entity in which any Trustee is a director astee or has a material financial interest shalbeovoid
or voidable if:

(i) The fact of the common directorship, trusteeshimtarest is disclosed or known to:

(A) The Board of Trustees or a proper committee theeeuf the Board of Trustees or such Committee aizts)
approves or ratifies the contract or transactioheyaffirmative vote of a majority of disinteredt€rustees, even if the disinterested Trusteestitotesless
than a quorum; or

(B) The shareholders entitled to vote, and the contratinsaction is authorized, approved, or ratifig a
majority of the votes cast by the shareholderdledtto vote other than the votes of shares owiiedanrd or beneficially by the interested trustee,
corporation, trust, firm or other entity; or

© The contract or transaction is fair and reasontbtee Trust.

(ii) Common or interested trustees or the shares own#ten or by an interested corporation, trust, fomother entity
may be counted in determining the presence of auquat a meeting of the Board of Trustees or a citteenthereof or at a meeting of the shareholdess,
the case may be, at which the contract or trangaidiauthorized, approved or ratified.
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(c) The failure of a contract or other transaction betwthe Trust and any Trustee or between the TrasRMR or any other
corporation, trust, firm, or other entity in whichyaTrustee is a director or trustee or has a nadtinancial interest to satisfy the criteria sattli in
Section 9.5(b) shall not create any presumptiohgheh contract or other transaction is void, vbidar otherwise invalid, and any such contracttbeo
transaction shall be valid to the fullest exteniited by Maryland law. To the fullest extent pétted by Maryland law, (i) the fixing by the Boan€
Trustees of compensation for a Trustee (whetherTasstee or in any other capacity) and (ii) Sec8Bohof this Declaration of Trust or any provisioiithe
Bylaws or any contract or transaction requiring empitting indemnification (including advancing ofpenses) in accordance with terms and procedures
not materially less favorable to the Trust tharsthdescribed in Section 2-418 (or any successtiosdhereto) of the Maryland General CorporatiomvLa
(as in effect at the time such provision was adoptezlich contract or transaction was entered insdt may thereafter be in effect) shall be deetoed
have satisfied the criteria set forth in Sectids(19).

Section 9.6 Right of Trustees, Officers, Employees and AgentSum Shares or Other Property and to Engage in OtheinBss Subject
to any restrictions which may be adopted by the fEessin the Bylaws or otherwise: Any Trustee orceffi employee or agent of the Trust may acquire,
own, hold and dispose of Shares in the Trust, fphher individual account, and may exerciseiglits of a shareholder to the same extent anken t
same manner as if he or she were not a Trustedicerpemployee or agent of the Trust. Any Trugieefficer, employee or agent of the Trust mayhim
or her personal capacity or in the capacity oftgesofficer, director, stockholder, partner, membevisor or employee of any Person or otherwiaeeh
business interests and engage in business adisitiglar to or in addition to those relating te ffirust, which interests and activities may be Isimid and
competitive with those of the Trust and may incltiie acquisition, syndication, holding, managemeevelopment, operation or disposition, for his own
account, or for the account of such Person or stlidrinterests in mortgages, interests in regb@rty, or interests in Persons engaged in theestate
business. Each Trustee, officer, employee andtajehe Trust shall be free of any obligation tegent to the Trust any investment opportunity which
comes to him or her in any capacity other thanlgale Trustee, officer, employee or agent of thesTeven if such opportunity is of a character whith
presented to the Trust, could be taken by the Trialy Trustee or officer, employee or agent of Tnest may be interested as trustee, officer, threc
stockholder, partner, member, advisor or employeermtherwise have a direct or indirect inteiestany Person who may be engaged to render advice o
services to the Trust, and may receive compensétiom such Person as well as compensation as Trustexer, employee or agent or otherwise
hereunder. None of these activities shall be ddexmeonflict with his or her duties and powers asstee or officer, employee or agent of the Trust.

Section 9.7 Persons Dealing with Trustees, Officers, Employeesgents. Any act of the Trustees or of the officers, eoyples or agents
of the Trust purporting to be done in their capaai such, shall, as to any Persons dealing with Sugcstees, officers, employees or agents, be
conclusively deemed to be within the purposes af Thust and within the powers of such Trustees ace®, employees or agents. No Person dealing with
the Board or any of the Trustees or with the oficemployees or agents of the Trust shall be béwsde to the application of any funds or property
passing into their hands or control. The receffgthe Board or any of the Trustees, or of authatiatficers, employees or agents of the Trust, fonays or
other consideration, shall be binding upon the fTrus

Section 9.8 Reliance. The Trustees and the officers, employees andtagé the Trust may consult with counsel and thécador opinion
of such counsel shall be full and complete persprztection to all the Trustees and the officensplyees and agents of the Trust in respect ofaatipn
taken or suffered by them in good faith and inametie on or in accordance with such advice or opinlardischarging their duties, Trustees or officer
employees or agents of the Trust, when acting irddaith, may rely upon financial statements of Tmest represented to them to fairly present the
financial position or results of operations of the
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Trust by the chief financial officer of the Trusttbe officer of the Trust having charge of its ke®f account, or stated in a written report by an
independent certified public accountant fairly tegent the financial position or results of operadiof the Trust. The Trustees and the officermleyees
and agents of the Trust may rely, and shall begpaily protected in acting, upon any instrumenbtiier document believed by them to be genuine.

ARTICLE X
AMENDMENTS

Section 10.1 General The Trust reserves the right from time to timentake any amendment to the Declaration of Trust, erohereafter
authorized by law, including any amendment altethmgterms or contract rights, as expressly s¢ farthe Declaration of Trust, of any Shares, ektegt
the provisions governing the personal liabilitytloé shareholders, Trustees and of the officers)@maps and agents of the Trust and the prohibidfon
assessments upon shareholders may not be amenaieyg iespect that could increase the personalitiabf such shareholders, Trustees or officers,
employees and agents of the Trust. All rights amalgrs conferred by the Declaration of Trust on shaldehs, Trustees and officers are granted subgject t
this reservation. An amendment to the Declaratiofroét (a) shall be signed and acknowledged byest l& majority of the Trustees, or an officer duly
authorized by at least a majority of the Trustéesshall be filed for record as provided in Seetid.5 and (c) shall become effective as of therlat the
time the SDAT accepts the amendment for recordetithe established in the amendment, not to extiéay (30) days after the amendment is accepted
for record. All references to the Declaration of §trshall include all amendments thereto.

Section 10.2 By Trustees The Trustees may amend this Declaration of Trost time to time, in the manner provided by TBlewithout
any action by the shareholders, to qualify as bestate investment trust under the Code or undkr § and as otherwise provided in Section 8-50tfe)
Title 8 and the Declaration of Trust. If permittegl Maryland law as in effect from time to time, fheistees may amend this Declaration of Trust from
time to time in any other respect, in accordancé witch law, without any action by the shareholders.

Section 10.3 By Shareholders Except as otherwise provided in Section 10.2sargject to the following sentence, any amendmetitiso
Declaration of Trust must first be advised by thef8ioof Trustees and then shall be valid only ifrappd by (i) the affirmative vote of a majority alf the
votes entitled to be cast on the matter or (iNl#ryland law hereafter permits the effectivenesa wbte described in this clause (ii), the affirmatvote of
a majority of the votes cast on the matter. Any@aneent to Section 5.2.2 or 5.3 or to this senteiche Declaration of Trust shall be valid only if
approved by the Board of Trustees and then byffirenative vote of two- thirds (2/3) of all votes t#fed to be cast on the matter.

ARTICLE XI
MERGER, CONSOLIDATION OR SALE OF TRUST PROPERTY

Subject to the provisions of any class or serieStadres at the time outstanding, the Trust magnépe with or into another entity, (b) consolidate
with one or more other entities into a new entitygrsell, lease, exchange or otherwise transfasradlbstantially all of the trust property. Anychuaction
must first be approved by the Board of Trustees aftdr notice to all shareholders entitled to vartethe matter, by (i) the affirmative vote of ajamdy of
all the votes entitled to be cast on the mattdiipif Maryland law hereafter permits the effeaivess of a vote described in this clause (i) affiemative
vote of a majority of the votes cast on the matter

17




ARTICLE XII
DURATION AND TERMINATION OF TRUST
Section 12.1 Duration. The Trust shall continue perpetually unless teated pursuant to Section 12.2.
Section 12.2 Termination.

(a) Subiject to the provisions of any class or serieStadres at the time outstanding, after approval majority of the entire Board
of Trustees, the Trust may be terminated at anytinieef shareholders by (i) the affirmative voteaomajority of all the votes entitled to be castloa
matter or (i) or if hereafter expressly authorizsdTitle 8, the affirmative vote of a majority thfe votes cast on the matter. Upon the terminatfdhe
Trust:

0] The Trust shall carry on no business except foptirpose of winding up its affairs.

(ii) The Trustees shall proceed to wind up the affaitb®fTrust and all of the powers of the Trusteesuiite Declaration
of Trust shall continue, including the powers tdifubr discharge the Trust's contracts, collesté@ssets, sell, convey, assign, exchange, tramsfer
otherwise dispose of all or any part of the renmajrproperty of the Trust to one or more persormubtic or private sale for consideration which may
consist in whole or in part of cash, securitiestheoproperty of any kind, discharge or pay itbilifies and do all other acts appropriate to ldpie its
business.

(iii) After paying or adequately providing for the paymehall liabilities, and upon receipt of such redes, indemnities
and agreements as they deem necessary for théécpom, the Trust may distribute the remainingpemy of the Trust among the shareholders so ftet a
payment in full or the setting apart for paymenso€h preferential amounts, if any, to which thilars of any Shares at the time outstanding sleall b
entitled, the remaining property of the Trust shalbject to any participating or similar rightsSifares at the time outstanding, be distributeabhat
among the holders of Common Shares at the timéamding.

(b) After termination of the Trust, the liquidationits business and the distribution to the sharehslds herein provided, a
majority of the Trustees shall execute and file it Trust's records a document certifying thatThest has been duly terminated and the Trustess sh
be discharged from all liabilities and duties heer, and the rights and interests of all sharedisldhall cease.

ARTICLE X
MISCELLANEOUS

Section 13.1 Governing Law. The Declaration of Trust is executed and delidavéh reference to the laws of the State of Mary|ardl the
rights of all parties and the validity, construatiand effect of every provision hereof shall bejecitto and construed according to the laws ofState of
Maryland.

Section 13.2 Reliance by Third Parties Any certificate shall be final and conclusivetasny person dealing with the Trust if executedHzy
Secretary or an Assistant Secretary of the TruatTnustee, and if certifying to: (a) the numbeidentity of Trustees, officers of the Trust or sHelders;
(b) the due authorization of the execution of anguinent; (c) the action or vote taken, and thetemée of a quorum, at a meeting of the Board offEes
or shareholders; (d) a copy of the Declaration ofsTor of the Bylaws as a
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true and complete copy as then in force; (e) amament to the Declaration of Trust; (f) the terntiom of the Trust; or (g) the existence of any fact
relating to the affairs of the Trust. No purchasemder, transfer agent or other person shalldumt) to make any inquiry concerning the validityaol
transaction purporting to be made by the Trust®beéhalf or by any officer, employee or agentef Trust.

Section 13.3 Severability.

(a) The provisions of the Declaration of Trust are sabls, and if the Board of Trustees shall determirith the advice of counsel,
that any one or more of such provisions (the “Cotifig Provisions”) are in conflict with the Codeitl& 8 or other applicable federal or state laws, th
Conflicting Provisions, to the extent of the cociflishall be deemed never to have constitutedteopéiie Declaration of Trust, even without any
amendment of the Declaration of Trust pursuantrticke X and without affecting or impairing any dfet remaining provisions of the Declaration of Trust
or rendering invalid or improper any action takemmitted (including but not limited to the electiof Trustees) prior to such determination. Nosiee
shall be liable for making or failing to make suchetermination. In the event of any such deteation by the Board of Trustees, the Board shallraine
the Declaration of Trust in the manner provided éctidn 10.2.

(b) If any provision of the Declaration of Trust shiadl held invalid or unenforceable in any jurisdintisuch holding shall apply
only to the extent of any such invalidity or unenafability and shall not in any manner affect, imjo& render invalid or unenforceable such provisio
any other jurisdiction or any other provision o theclaration of Trust in any jurisdiction.

Section 13.4 Construction In the Declaration of Trust, unless the contdékieowise requires, words used in the singular ¢hénplural
include both the plural and singular and words degainy gender include all genders. The title heddings of different parts are inserted for coremre
and shall not affect the meaning, constructionfiece of the Declaration of Trust. In defining atérpreting the powers and duties of the Trust &d i
Trustees and officers, reference may be made byrnietees or officers, to the extent appropriatd raot inconsistent with the Code or Title 8, to gstil
through 3 of the Corporations and Associationsofatof the Annotated Code of Maryland. In furthemand not in limitation of the foregoing, in
accordance with the provisions of Title 3, Subsitieand 7, of the Corporations and Associations lert€ the Annotated Code of Maryland, the Trustlsha
be included within the definition of “corporationdif purposes of such provisions.

Section 13.5 Recordation The Declaration of Trust and any amendment besieall be filed for record with the SDAT and mayodi® filed
or recorded in such other places as the Trustesra dppropriate, but failure to file for record fbeclaration of Trust or any amendment hereto in any
office other than in the State of Maryland shall affect or impair the validity or effectivenesstbé Declaration of Trust or any amendment heréto.
restated Declaration of Trust shall, upon filing,doaclusive evidence of all amendments containetkth and may thereafter be referred to in liethef
original Declaration of Trust and the various ameadts thereto.

THIRD : The amendment to and restatement of the Dedarafi Trust of the Trust as hereinabove set foaetbeen duly advised by the Board
of Trustees and approved by the shareholders ofrilg as required by law.

FOURTH: The total number of shares of beneficial intevasich the Trust has authority to issue has nohlzeended by this amendment and
restatement.
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Exhibit 8.1

February 27, 2015

Senior Housing Properties Trust
Two Newton Place

255 Washington Street, Suite 300
Newton, Massachusetts 02458

Ladies and Gentlemen:

The following opinion is furnished to Senior HougiRroperties Trust , a Maryland real estate investm
trust (the “Company”), to be filed with the Seci@st and Exchange Commission (the “SEC”) as Exi@Hitto the
Company’s Annual Report on Form 10 -K for the yeaded December 31, 201 4 (the “ Form 10 -K ") urtter
Securities Exchange Act of 1934 , as amended .

We have acted as counsel for the Company in atiomewith the preparation of the Form 10-K. Werda
reviewed originals or copies of such corporate mdgosuch certificates and statements of officéthe® Company
and of public officials, and such other documestsva have considered relevant and necessary in tordienish the
opinion hereinafter set forth. In doing so, we dh@ssumed the genuineness of all signatures, dlak dapacity of
natural persons, the authenticity of all documentsmitted to us as originals, the conformity t@ioral documents of
all documents submitted to us as copies, and ttreeaticity of the originals of such documents. @fieally, and
without limiting the generality of the foregoing,ewhave reviewed: (i) the Company’'s amended asthted
declaration of trust , as amended and supplemeted its amended and restated bylaws; and (iifrtimen 10-K .

The opinion set forth below is based upon the fr@teRevenue Code of 1986, as amended, the Treasury
egulations issued thereunder, published adminigtranterpretations thereof, and judicial decisiomsh respect
thereto, all as of the date hereof (collectivelyaX Laws”), and upon the Employee Retirement Inc@aeurity Act
of 1974, as amended, the Department of Labor régnfaissued thereunder, published administratiterpretations
thereof, and judicial decisions with respect theretll as of the date hereof (collectively, “ERISAws”). No
assurance can be given that Tax Laws or ERISA hailtsiot change. In preparing the discussions wébpect to
Tax Laws matters and ERISA Laws matters in theigestof ltem 1 of the Form 10-K captioned “ Unit8thtes
Federal Income Tax Considerations” and “ERISA Pl&®ogh Plans and Individual Retirement Account#, have
made certain assumptions therein and expressedircecbnditions and qualifications therein, all ohieh
assumptions, conditions and qualifications arerpa@ated herein by reference. With respect tgadistions of fact
on which our opinion is based, we have assumehiti@ and continuing truth, accuracy and comptetss of: (i) the
information set forth in the Form 10-K and in #hibits thereto ; and (ii) representations madest by officers of
the Company or contained in the Form 10-K andth& exhibits thereto , in each such instance withegard to
qualifications such as “to the best knowledge af*ia the belief of’. We have not independentlyrified such
information.



Senior Housin(Properties Trus
February 27,2015
Page 2

BOSTON LONDON NEW YORK WASHINGTON, DC

We have relied upon, but not independently verjfiget foregoing assumptions. If any of the foregoi
assumptions are inaccurate or incomplete for aaga, or if the transactions described in the FbomK or the
exhibits thereto have been consummated in a mahaeis inconsistent with the manner contemplakedein, our
opinion as expressed below may be adversely affestd may not be relied upon.

Based upon and subiject to the foregoing: (i ) veecd the opinion that the discussions with respectax
Laws matters and ERISA Laws matters in the sectidrieem 1 of the Form 10-K captioned “ United &&Federal
Income Tax Considerations” and “ERISA Plans, Ke®igns and Individual Retirement Accounts ”, inrakterial
respects are, subject to the limitations set forérein, the material Tax Laws consequences anthétierial ERISA
Law s consequences relevant to holder s of theriiesuwof the Company discussed th erein (the “8tesd”), and
(ii ) we hereby confirm that the opinions of counsderred to in said sections represent our opiiion the subject
matter thereof.

Our opinion above is limited to the matters speaify covered hereby, and we have not been asked to
address, nor have we addressed, any other matterny mther transactions. Further, we disclaim amgertaking to
advise you of any subsequent changes of the mattgel, represented or assumed herein or anycgidrgechanges
in Tax Laws or ERISA Laws.

This opinion is rendered to you in connection wtike filing of the Form 10-K. This opinion may not be

relied upon for any other purpose, or furnishedjtmted or relied upon by any other person, firneaporation for
any purpose , without our prior written consentgept that (i ) this opinion may be furnished ootgd to judicial or
regulatory authorities havi ng jurisdiction overuyand (ii ) this opinion may be relied upon by ghasers and
holders of the Securities currently entitled toyreh it pursuant to applicable provisions of fedler&curities law.
Purchasers and holders of the Securities are u@ednsult their own tax advisors or counsel, palérly with
respect to their particular tax consequences dafiieing, holding and disposing of the Securitiesjehimay vary for
investors in different tax situations. We herelopsent to the filing of a copy of this opinion as exhibit to the
Form 10-K, which is incorporated by reference i@ @ ompany’s Registration Statement on Form S48 (#. 333-
182468) under the Securities Act of 1933, as am@(ithe “Act”), and to the references to our firmtle Form 10-K
and such Registration Statement. In giving swisent, we do not thereby admit that we come withéncategory
of persons whose consent is required under Seétioh the Act or under the rules and regulationghef SEC
promulgated thereunder.

Very truly yours,
/s/ Sullivan & Worcester LLP
SULLIVAN & WORCESTER LLP
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Exhibit 10.1
AMENDED AND RESTATED BUSINESS MANAGEMENT AGREEMENT

THIS AMENDED AND RESTATED BUSINESS MANAGEMENT AGREEMENT (this “ Agreement) is entered into
effective as of December 23, 2013, by and betv@ssmior Housing Properties Trust, a Maryland retesnvestment trust (the “
Company’), and Reit Management & Research LLC, a Delawanitdid liability company (the * Managéy.

WHEREAS , the Company and the Manager are parties to an detkand Restated Business Management Agreemeed, asit
of December 11, 2012 (the “* Amended Agreenigrand

WHEREAS , the Company and the Manager wish to continue therlad Agreement in force and effect with respect to
services performed and fees due with respect to seiwvices, on and prior to December 31, 2013, lsH to amend and restate the
Amended Agreement as hereinafter provided , effestitte respect to services performed and fees duenegpect to such services, on
and after January 1, 2014 ;

NOW, THEREFORE , in consideration of the mutual agreements heseiriorth, the parties hereto agree that the Amended
Agreement is hereby amended and restated to rétddntirety as follows:

1.Engagement. Subject to the terms and conditions hereinaftefasti, the Company hereby continues to engagtémeage!
to provide the management and real estate investseevices contemplated by this Agreement with reisfgethe Company’s business
and real estate investments and the Manager hasg®pts such continued engagem
2.General Duties of the Managel. The Manager shall use its reasonable bestefiopresent to the Company a continuing
and suitable real estate investment program cemsistith the real estate investment policies arjdatlves of the Company. Subject to
the management, direction and supervision of theg2my s Board of Trustees (t* Trustees"), the Manager shal
(a) provide research and economic and statistetal ith connection with the Company’s real estatestments and
recommend changes in the Com[’s real estate investment policies when appropt
(b) (i) investigate and evaluate investmeni®imacquisitions or dispositions of, real estatd eelated interests, and
financing and refinancing opportunities, (i) makecommendations concerning specific investmentke Trustees, and (iii)
evaluate and negotiate contracts with respect téotlegoing, in each case, on behalf of the Compantyin the furtherance of
the Compan’s real estate financing objectiv:
(c) investigate, evaluate and negotiate the prdggcand negotiation of any claims of the Compangannection with
its real estate investmen
(d) administer bookkeeping and accounting functionaragequired for the management and operationeo€thmpany
contract for audits and prepare or cause to beapeepsuch reports and filings as may be requireanlyygovernmental authority
in connection with the ordinary conduct of the Comps business, and otherwise advise and assistdheg@ny with its
compliance with applicable legal and regulatory neuents, including without limitation, periodic m@fs, returns or statemel
required under the Securities Exchange Act of 1884mended, and the rules and regulations there(thde' Exchange Act),
the Internal Revenue Code of 1986, as amendedranckbgulations and rulings thereunder ( the “rmé¢ Revenue Cod9, the
securities and tax statutes of any jurisdictiowhich the Company is obligated to file such repastghe rules and regulations
promulgated under any of the foregoil
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(e) advise and assist in the preparation and fidihgll offering documents (public and private)daail registration
statements, prospectuses or other documents fillate Securities and Exchange Commission (theC Sr any state (it
being understood that the Company shall be resplerfsir the content of any and all of its offeridgcuments and SEC filings
(including , without limitation , those filings rafed to in_Section 2(dhereof), and the Manager shall not be held liédi@any
costs or liabilities arising out of any misstatersesr omissions in the Company’s offering documentSEC filings, whether or
not material, and the Company shall promptly indéyrthe Manager from such costs and liabilitie

(f) retain counsel, consultants and other third pamygssionals on behalf of the Compa

(g) provide internal audit services as hereinafter joied;

(h) advise and assist with the Comp’s risk management and oversight functi

(i) to the extent not covered above, advise and akgistompany in the review and negotiation of the gamy s
contracts and agreements, coordination and supama$ all third party legal services and oversighprocessing of claims by
against the Compan

(j) advise and assist the Company with respect to ¢mep@n's public relations, preparation of marketing mater
internet website and investor relations servi

(k) provide office space, office equipment and theafsgccounting or computing equipment when requi

() advise and assist with respect to: the design, tiperand maintenance of network infrastructureluding telephon
and data transmission lines, voice mail, facsimibehines, cellular phones, pager, etc.; and loea aetwork and wide area
network communications support; a

(m) provide personnel necessary for the performanckeeoforegoing service
In performing its services under this Agreement,Ntemager may utilize facilities, personnel and suppervices of various of

its affiliates. The Manager shall be responsiblepiaying such affiliates for their personnel angport services and facilities out of its
own funds unless otherwise approved by a majoritg wb the Independent Trustees (the “ Independamgt&es’), as defined in the
Company’s Bylaws, as in effect from time to timleg(t' Bylaws”). Notwithstanding the foregoing, fees, costs argenses of any third
party which is not an affiliate of the Manager re&l as permitted hereunder are to be paid by thep@oy. Without limiting the
foregoing sentence, any such fees, cost s or egpenterred to in the immediately preceding semteviich may be paid by the Manager
shall be reimbursed to the Manager by the Compaomptly following submission to the Company of atetnent of any such fees, costs
or expenses by the Manager.

Notwithstanding anything herein, it is understood agreed that the duties of, and services to béged by, the Manager
pursuant to this Agreement shall not include (i awvestment management or related services witheet to any assets of the Company
as the Company may wish to allocate from time t@timinvestments in “securities” (as defined in lineestment Advisers Act of 1940,
as amended ) , (ii) any services that would sultfecManager to registration with the Commodity FesuTrading Commission as a
“commodity trading advisor” (as such term is define Section 1a(12) of the Commaodity Exchange Axt mm CFTC Regulation 1.3(bb)
(1)), or affirmatively require it to make any exptive certifications or similar filings with resgteto “commodity trading advisor”
registration status or (i) any services or thidrtg any action that would render the Manager arfitipal advisor” as defined in Section
15B(e)(4) of the Exchange Act .
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3. Bank Accounts. The Manager shall establish and maintain ormmaare bank accounts in its own name or in the naime
the Company, and shall collect and deposit intd agzount or accounts and may disburse therefrgnmamies on behalf of the
Company , _providethat no funds in any such account shall be comradhglith any funds of the Manager or any other pemcentity.
The Manager shall from time to time, or at any tireguested by the Trustees, render an appropiatiating of such collections and
payments to the Trustees and to the auditors dEtmpany

4.Records. The Manager shall maintain appropriate bookacabunt and records relating to this Agreement, wbaoks of
account and records shall be available for inspediy representatives of the Company upon reasemetice during ordinary business
hours.

5. Information Furnished to Manager . The Trustees shall at all times keep the Managdlgrinformed with regard to the real
estate investment policies of the Company, thetakigation policy of the Company, and generally Tmastees’ then current intentions
as to the future of the Company. In particulag, Thustees shall notify the Manager promptly ofrtivgention to sell or otherwise dispc
of any of the Company’s real estate investments anake any new real estate investment. The Comglaaily furnish the Manager with
such information with regard to its affairs as tharldger may from time to time reasonably requ@die Company shall retain legal
counsel and accountants to provide such legal ecolaiting advice , services and opinions as thedger or the Trustees shall deem
necessary or appropriate to adequately performfutinetions of the Compan’

6. REIT Qualification; Compliance with Law and Organizati onal Documents. Anything else in this Agreement to the
contrary notwithstanding, the Manager shall reffeéim any action (including, without limitation, thernishing or rendering of services
to tenants of property or managing real propertyictyhin its good faith judgmentor in the judgment of the Trustees as transmitietie
Manager in writing, would (a) adversely affect thelification of the Company as a real estate imaest trust as defined and limited in
the Internal Revenue Code or which would make the fizmy subject to the Investment Company Act of 1840amended (the_“ 1940
Act "), (b) violate any law or rule, regulation or staent of policy of any governmental body or agenayihg jurisdiction over the
Company or over its securities, or (c) not be paadiby the Company’s Declaration of Trust , asffect from time to time (the
“Declaration of Trust”), or Bylaws, except if sucttian shall be approved by the Trustees, in whigmethe Manager shall promptly
notify the Trustees of the Manager’s judgment thathaction would adversely affect such qualificatioraka the Company subject to
1940 Act or violate any such law, rule, regulatiorpolicy, or the Declaration of Trust or Bylaws analshefrain from taking suchction
pending further clarification or instructions frahre Trustees. In addition, the Manager shall &lah affirmative steps which, in its
judgment made in good faith, or in the judgmenthef Trustees as transmitted to the Manager inngritivould prevent or cure any acti
described in (a), (b) or (c) abo\

7.Manager Conduct.

(a) T he Manager shall adhere to, and shall redtsirefficers and employees in the course of priogjdervices to the

Company to adhere to, the Comp’s Code of Business Conduct and Ethics as in efifet time to time

(b) Neither the Manager nor any affiliate of the Mger shall sell any property or assets to the gamy or purchase
any assets from the Company, directly or indireetikcept as approved by a majority vote of the pedelent Trustees . No
compensation, commission or remuneration shalldie fo the Manager or any affiliate of the Managemaccount of services
provided to the Company except as provided byAlisement, the Property Management Agreement (rteredgfined) or
otherwise approved by a majorvoteof the Independent Truste.

(c) The Manager may engage in other activitiesusiresses and act as the Manager to any othempersmtity

(including other real estate investment trustsneheugh such person or entity has investment igsliand objectives similar to

those of the Company. The Company recognizesttisanot entitled to preferential treatment andmdy entitled to equitable

treatment in receiving information,

{B1823009; 1}



recommendations and other services from the Manafjee Manager shall act in good faith to endeawadentify to the

Independent Trustees any conflicts that may anseng the Company, the Manager and/ or any otheopesr entity on whose

behalf the Manager may be engaged and the Mankgkihsve no liability on account thereof exceptliad faith, willful or

wanton misconduct or gross negliger

(d) The Manager shall make available sufficientexignced and appropriate personnel to performehégces and
functions specified, including, without limitatioserving as the officers of the Company. Suchgrexshall receive no
compensation from the Company for their servicati¢oCompany in any such capacities, except tleaCttmpany may make
awards to employees of the Manager and others uhedé2ompany’s Equity Compensation Plan or anyrathaity plan adopte
by the Company from time to time. The Manager shallbe obligated to dedicate any of its persoerelusively to the

Company nor shall the Manager or any of its perebha obligated to dedicate any specific portioitbr their time to the

Company or its business, except as necessary frpethe services provided for here.

8. No Partnership or Joint Venture. The Company and the Manager are not partngmndrventurers with each other and
neither the terms of this Agreement nor the fadt tthe Company and the Manager have joint inteiasisly one or more investments,
ownership or other interests in any one or morgéiesior may have common officers or employees tenancy relationship shall be
construed so as to make them such partners onjeitirers or impose any liability as such on eitifehem.

9. Fidelity Bond . The Manager shall not be required to obtain antain a fidelity bond in connection with the perfance of
its services hereunde

10.Management Fee. The Manager shall be paid , for the serviceslieeed by it to the Company pursuant to this Agregme
an annuamanagement fee (it Management Fe”). The Management Fee for each year shall equdesser o

(a) the sum of (i) one half of one percent (0.®¥the Average Transferred Assets (as definedvijelolus

(ii) seven tenths of one percent (0.7%) of therdge Invested Capital (as defined below) up to FEEN000, plus (iii) one

half of one percent (0.5%) of the Average Investagital exceeding $250,000,000 ; and

(b) the sum of (i) seven tenths of one percent).@f the Average Market Capitalization (as defihetbw)
up to $250,000,000, plus (ii) one half of one pat{8.5%) of the Average Market Capit alization eediag $250,000,00.

For purposes of this Agreement:

“ Averagelnvested Capitdl shall mean the average o f the aggregate isiarost of the consolidated assets of the Company
excluding the Transferred Assets, invested, diramtlyndirectly, in equity interests in and loanswwed by real estate and personal
property owned in connection with such real estate{tling acquisition related costs and costs whiely be allocated to intangibles or
are unallocated), before reserves for depreciatiprgrtization, impairment charges or bad debtsadher similar noncash items,
computed by taking the average of such valueseabéiginning and end of each period for which Avetagested Capital is calculated.

Notwithstanding anything in this Section 10 to tleatary, with respect to any consolidated assetiesdjbby the Company or
any of its subsidiaries from a real estate inventrtreist to which the Manager provided businessagament or property management
services (“RMR Managed Compatjy, the “Annual Average Invested Capital” thereoftbe date of acquisition shall equal the gross
book value thereof (including acquisition relatedts and costs which may be allocated to intangiinlese unallocated), before reserves
for depreciation, amortization, impairment chargebad debts and other similar noncash items, ettioks of the RMR Managed
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Company transferring such asset immediately paacguisition thereof by the Company and all subsatiadjustments shall be based
on such initial book value .

“ Average Transferred Assetshall mean the daily weighted average of the eggte book value of the Transferred Assets
(including acquisition related costs and costs wimiay be allocated to intangibles or are unallodateefore reserves for depreciation,
amortization, impairment charges or bad debts loerasimilar noncash items, computed by taking trerage of such values at the
beginning and end of each period for which Averagm3ferred Assets is calculated.

“ Average Market Capitalizatiohof the Company shall mean the average of themipgrices per Common Share on the New
York Stock Exchange for each trading day duringpeod for which Average Market Capitalization isazdhted multiplied by the
average number of Common Shares outstanding dsudlg period , plus the daily weighted average ofeggge liquidation preference of
each class of the Company'’s preferred shares adisgduring such period , plus the daily weightedrage of the aggregate principal
amount of the Company’s consolidated indebtednessgisuch period.

“ Transferred AssetSshall mean the assets owned by the Company arstfisidiaries as of October 12, 1999 .

Payment of ninety (90%) of the Management Fee &leathade in cash and the balance by issuance refssbthe Company’s
Common Shares of Beneficial Interest (* Common 88§r The number of Common Shares to be issued ympat of the balance of
the Management Fee shall be the whole number oéslfdisregarding any fraction) equal to the valtien percent ( 10% ) of the
Management Fee divided by the average of the dqsiite s of the Common Shares on the New York Skoahange for each trading
day during the period in respect of which the Mamagnt Fee is being paid . The Common Shares issyedtial payment of the
Management Fee will be fully vested upon issuance.

The Management Fee shall be computed and payabithipdy the Company within thirty (30) days follawg the end of each
month. Computation of the Management Fee shdlidsed upon the Company’s monthly financial statémand the Average Market
Capitalization f or the month in respect of whible Management Fee is paid . A copy of such coatiout shall be delivered to the
Manager accompanied by payment of the Managemenst@wvn thereon to be due and payable.

11.Incentive Fee.

In addition to the Management Fee, t he Managdf sbaaid an annual incentive fee (the “ Incenfigz”) , not in excess of
the Cap (as defined below), equal to twelve perc&@t%o) of the product of (a) the Equity Marktpitalization (as defined below)
and ( b ) the amount (expressed as a percentagehibi the Total Return Per Share (as defined bethwing the relevant Measurement
Period exceeds the Benchmark Return Per Sharefiagd below) or the Adjusted Benchmark Return Per&fas defined below), if
applicable, for the relevant Measurement Periodedsced by the Low Return Factor, if applicabiethie case of the Adjusted
Benchmark Return Per Share .

For purposes of this Agreement:

“ Benchmark Return Per Shdrshall mean the cumulative percentage total stiddeh return of the SNL Index for the relevant
Measurement Period, but not less than zero, prdvidee Total Return Per Share is in excess of teglgrcent (12%) per year in any
Measurement Period, the Benchmark Return Per $biasech Measurement Period shall be the lesstreadtiotal shareholder return of
the S NL Index for such Measurement Period and tweéreent (12%) per year (the “ Adjusted BenchniRekurnPer Sharé), all
determined on a cumulative basis after the inMahsurement Period , i.e. twelve percent (12% ypar multiplied by the number of
years in such Measurement Period and the cumul&titeIndex .
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“ Cap” shall mean a amount equal to the value of thelrermf Common Shares which would, after issuanceesept on e and
one-half percent (1.5%) of the Common Shares thistanding multiplied by the Final Share Pricetf@ Measurement Period in respect
of which the Common Shares are to be issued in patyai¢he Incentive Fee .

“ Equity Market Capitalizatiori shall mean the total number of Common Sharestautiing on the last trading day of the year
immediately prior to the first year of any MeasussmPeriod multiplied by the Initial Share Price $och Measurement Period .

“ Einal Share Pricé shall mean, with respect to any Measurement Petiedaverage closing price of the Common Sharghen
New York Stock Exchange on the ten (10) consecutaairig days having the highest average closing pdceing the final thirty (30)
trading days in the last year of the Measuremerio@e

“ Initial Share Pricé shall mean the closing price of the Common Sharethe New York Stock Exchange on the last trading
day of the year immediately prior to the first yedany Measurement Period, provideith respect to calculation of the Incentive Fee in
the years ending December 31, 2014 and DecembeD33, the Initial Share Price shall be the closiriggpof the Common Shares on
the New York Stock Exchange on the last trading dafi@year ending December 31, 2013.

“ Low Return Factof shall mean, where the Incentive Fee is determbasd upon the amount (expressed as a percentage) b
which the Total Return Per Share is in excess ofttjasted Benchmark Return Per Share, a reductidineirincentive Fee if the Total
Return Per Share is between 200 basis points antds§ points below the SNL Index in any year; if Tiéal Return Per Share is 500
basis points below the SNL Index in any year, ifldtereduced to zero and if it is below the SNL g more than 200 basis points,
but no more than 500 basis points, it shall becedby a percentage determined by linear interjpoldtetween 200 and 500, determined
on a cumulative basis after the first MeasuremenioH, i.e. between 2 00 basis points and 500 Ipasigs per year multiplied by the
number of years in such Measurement Period andwvighe cumulative SNL Index .

“ Measurement Perigtshall mean, initially, the year ending Decembey Z114; for the year beginning January 1, 2015 the
consecutive two year period including the then euryear and the immediately prior year; and forytear beginning January 1, 2016,
and thereafter, a consecutive three year peridddimg the then current year and the immediateigrgwo years.

“ SNL Index” shall mean the SNL REIT Healthcare Index as mhigd from time to time (or a successor index inoly@
comparable universe of United States publicly #@éatal estate investment trusts).

“ Total Return Per Shareof the holders of Common Shares shall mean agméage determined by subtracting the Initial Share
Price for the relevant Measurement Period fronstima of the Final Share Price for such Measuremenio®, p lus the aggregate amount
of dividends declared in respect of a Common Starimg such Measurement Period, and dividingdselt by such Initial Share
Price. Computation of the Total Return Per Shhed ¥e made annually by the Company as of thedagtof the year.

Payment of the Incentive Fee shall be made by iesiaf Common Shares. The number of Common Skafesissued in
payment of the Incentive Fee shall be the wholebemof shares (disregarding any fraction) equéthéovalue of the Incentive Fee
divided by the Final Share Price. One third of@mnpany Shares issued in payment of the Incenteevill be vested on the date of
issuance and one third on each anniversary thereaft

The Incentive Fee shall be ¢ omputed and payablkemtiirty (30) days f ollowing the end of each ge&€omputation of the
Incentive Fee shall be based upon the Total R&errShare, the Benchmark Return Per Share andjthiey Market Capitalization for
the relevant Measurement Period, providestiditional Common Shares are issued during aegddrement Period, the computation of
the Incentive Fee (including the determinatioh¥aal Return Per Share, Equity Market Capitalmatnd Initial Share Price) shall give
effect to the price at which such additional ComrStrares were issued, the number of such additiooain@®n Shares issued, the
dividends
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paid in respect of such additional Common Sharedstlaalength of time such additional Common Sharee outstanding. A copy of
such computation shall be delivered to the Manageompanied by payment of the Incentive Fee shoametin to be due and payable.

If the Company’s financial statements are restdtezlito material non-compliance with any financegdarting requirements
under the securities laws as a result of the Margpad faith, willful or wanton misconduct or grassgligence , for one or more
periods in respect of which the Manager receivethaentive Fee , the Incentive Fee payable witipeet to periods for which there has
been a restatement shall be recalculated by, gombegd by a majority vote of, the Independent Teastin light of such restatement and
the Manager, at its election, shall either retarthe Company any Common Shares in excess of thosh the Manager would have
received based upon the Incentive Fee as recaddutaitreimburse the Company in cash for the vafigeich Common Shares .

12. Restriction son Issuing Common Share. If issuance of any portion of the Common Shé#odse issued in payment of a
portion of the Management Fee or in payment ofitieentive Fee in any year would be limited b y agatlie law and regulations ,
including the regulations of the New York Stock Exafp@, such portion of the Management Fee to beipaidymmon Shares or such
portion of the Incentive Fewhich may not be paid by issuance of Common Shéuaktse paid in cas.

13. Share Splits, etc. For purposes of determining the Management Féeedncentive Fee, if there shall occur a shatié, s
dividend, subdivision, combination, consolidatiarrecapitalization with respect to the Common Shdtefng a year involved in such
determination, the number of Common Shares outstgrdliring the relevant periods shall be proposlfynadjusted to give effect to
such share split, dividend, subdivision, combinatimconsolidation or recapitalization as if it haztorred as of the first day of the period
in respect owhich the Management Fee or Incentive Fee is behidy.

14.Registration Rights.

(a) At any time after the issuance of Common Shiaréise Manager pursuant to this Agreement the Manaigen
Eligible Person may request that the Company filegéstration statement on Form S-3 or a succdesar thereto (each a
“Registration Statementiyith the SEC to effect the registration of resalealloor any portion of the Subject Common Shage
hereafter defined) under the Securities Act, of31@% amended, and the rules and regulations thdee(the Securities Act”),
for sale or other disposition in accordance withititended method of disposition , but in no cgts&l more than two requests
made in any year . Upon receipt of such requestCttmpany will use commercially reasonable besrifto effect and
maintain the registration described above to petimitsale of the Subject Common Shares in accoedaiib the intended
method or methods of disposition thereof and iroed@nce with applicable law and regulations. Then@any consents to the
use of each prospectus (including any supplementapectus) in connection with the offering ane sdlthe Subject Common
Shares covered by any such Registration Statersentedfect from time to time. Prior to the useaofy prospectus (including
any supplemental prospectus) in connection withoffering and sale of the Subject Common Sharesreavby any Registratit
Statement as in effect from time to time, the Mamand/or such Eligible Personi(shall notify the Company of such u:

(b) Anything in this Section 4 to the contrary notwithstanding, the Company maypmo® the filing or, following the
filing if not automatically effective, the effecémess of a Registration Statement and may cegeseriat the use or continued |
of any Registration Statement if , in the goodifgitdgment the Company or its officers or trustetge filing or use thereof
would (i) materially interfere with a significant agsition, disposition, financing or other transaatinvolving the Company, (i
result in the disclosure of material informatioattthe Company has a bona fide business purpogedserving as confidential
and that is not then otherwise required to be dssdar (iii) render the Company unable to complhhwitquirements under the
Securities Act or th&xchange Act. In such event (A) if the applicaRlegistration Statement has become effective, theaia
and/or such Eligible Person(s) will
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forthwith discontinue (or cause the discontinuamelisposition of Subject Common Shares until idévised by the Company
that the use of such Registr ation Statement magdened or (B) the Manager or such Eligible Pesgoshall be entitled to
withdraw its request for the filing of the applicalRegistration Statement and, if such request isdsétivn, such request shall
not count as one of the permitted requests fostegion of Subject Common Shares hereunder an@ahgpany shall pay all
Registration Expenses in connection with such wétwah registration

(c) Except as otherwise provided herein, the Managéfor such Eligible Person(s) shall pay all Regimn Expenses
(as defined below) in connection with the registratbf the Subject Common Shares pursuant to thégioos of this Section 4
and in connection with any offer and sale or othgpasition thereoi

(d) At any time when a prospectus relating to the Sulifeenmon Shares is required to be delivered urdeSecuritie
Act, the Company shall promptly notify the Managed @ach Eligible Person of the existence of anyeeecircumstance
which results in any Registration Statement or peos (including any document incorporated thebbgineference) containing
an untrue statement of material fact or omittingtate a material fact required to be stated themehecessary to make the
statements therein, in light of the circumstanaegen which they were made, not misleading, antheatequest of the Manager
or an Eligible Person(s) , the Company shall preasupplement or amendment to such Registratairi8ént, prospectus or
document or file a Form 8-K or other appropriaterfainder the Exchange Act so that, after givingatffeereto and, if
applicable to the delivery any applicable amendnoeesupplement to the prospectus to the purchasexsch Subject Common
Shares, such any Registration Statement and prospg@ecluding any document incorporated thereimdfgrence) shall not
contain an untrue statement of a material factoit to state any fact necessary to make the statesntieerein not
misleading. The Company shall (i) notify the Maaagnd/or such Eligible Person(s) promptly of aeguest by the SEC for the
amending or supplementing of a Registration Statemeprospectus or for additional information didadvise the Manager
and/or such Eligible Person(s) promptly after lsheceive notice or obtain knowledge thereofthaf issuance of any stop order
by the SEC suspending the effectiveness of anydiatjon Statement applicable to Subject CommoneShar the initiation or
threatening of any proceeding for such purp

(e) In connection with any Registration Statement or asg thereof, the Managand/or such Eligible Personishall
deliver to the Company such written undertakinghasCompany and its counsel may reasonably regquestier to assure full
compliance with applicable provisions of the SeaesitAct and the Exchange A

(f) The Company shall indemnify and hold harmlesshéoftllest extent permitted by law, the Manaand/or suct
Eligible Person(s) , their respective officerisedtors, managers, members, and affiliates, aod etoer person, if any, who
controls any of the foregoing persons within theanieg of Section 15 of the Securities Act or Setf20 of the Exchange Act,
against all losses, claims, actions, damages|itiabiand expenses, joint or several, to which afhe foregoing persons may
become subject under the Securities Act or othenwisefar as such losses, claims, actions, damégbksities or expenses ari
out of or are based upon any untrue or allegediargtatement of a material fact contained in anyist&tion Statement,
prospectus, preliminary prospectus, free writingspeetus (as defined in Rule 405 promulgated urdeSecurities Act) or any
amendment thereof or supplement thereto or anysiomor alleged omission of a material fact reqlibeebe stated therein or
necessary to make the statements therein not mistgaor any violation or alleged violation by tBempany of the Securities
Act or any other similar federal or state securilags or any rule or regulation promulgated thedsurapplicable to the
Company and relating to action or inaction requiseéthe Company in connection with any such regtgin, qualification or
compliance

(g) In connection with each Registration, the Mamagel/or such Eligible Person(s) shall furnishie €ompany in
writing such information as the Company reasonaddpests for use in
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connection with any such Registration Statementesgectus and, to the extent permitted by law, shaémnify and hold
harmless, the Company, each trustee of the Compai}, officer of the Company who shall sign sucgifeation Statement,
and each person who controls any of the foregogrggns within the meaning of Section 15 of the 8ges Act or Section 20
the Exchange Act against any losses, claims, agtitameages, liabilities or expenses resulting from antrue or alleged untrue
statement of material fact contained in the Reafistn Statement, Prospectus, preliminary Prospefrees writing prospectus (as
defined in Rule 405 promulgated under the Secsritiet) or any amendment thereof or supplement tbereany omission or
alleged omission of a material fact required tetaged therein or necessary to make the statertemrtsn not misleading, but
only to the extent that such untrue statement assion is contained in any information so furnislregriting by the Manager
and/or such Eligible Person(s) for inclusion the..

(h) If the Company proposes to file a Registratione3tent with respect to an offering of Common Sharesecurities
or other obligations exercisable or exchangealieofoconvertible into, Common Shares for its owocamt or for any other
shareholder of the Company for such shareholdecsunt, other than a Registration Statement @jlfih connection with any
employee benefit plan (unless any Subject CommameShwere or are issued pursuant to such planjo(ian exchange offer «
offering of securities solely to the Company’s &rig shareholders, (iii) for an offering of debtaaties convertible into equity
securities of the Company, (iv) for a dividend weistment plan or (v) filed on Form4for a successor form), then the Comg
shall (x) give written notice of such proposed filito the Manager and each Eligible Person as sepnaaticable and offer the
Manager and each Eligible Person the opportunitedister the sale of such number of Subject Com8tmares as the Manager
and/or any Eligible Person(s) may request withie fi5) business days following receipt of such reofe“ PigayBack
Registratiorf). The Company shall cause such Subject CommameSto be included in such registration and shsal
commercially reasonable best efforts to cause teaging underwriter(s) of a proposed underwrittiéerimg to permit the
Subject Common Shares requested to be includee inchuded on the same terms and conditions asiamilar securities of the
Company. If the Piggy-Back Registration involvesumderwriter(s), the Manager and/or such Eligit#esBn(s) shall enter into
an underwriting agreement in customary form andplete and execute any agreements and documents et required or
which are otherwise customary under the terms of snderwriting agreement, and furnish to the Compamgh information as
the Company may reasonably request in writing foluision in the Registration Statement or such imition that is otherwise
customary

(i) If the managing underwriter(s) for a Pi-Back Registration that is to be an underwrittereiiffy advises th
Company and the Manager and/or the Eligible Pes3dhét the dollar amount or number of Common Sharether securities
which the Company, in good faith, desires to sakeh together with Common Shares or other securitiagy, as to which
registration has been demanded pursuant to writetractual arrangements with persons other thaM#reager, the Subject
Common Shares as to which registration has beemrsegfiunder this Sectioml, and the Common Shares or other securitit
any, as to which registration has been requestesipnt to the written contractual piggy-back regtgirerights of other
shareholders of the Company, exceeds the numt@omimon Shares (the “ Maximum Number of Sh&yeshich can be sold i
the offering without adversely affecting the offeyjthen the Company shall include in any such tegisn:

(i) if the registration is undertaken for the Comypa account: (A) first, the shares or other sd@sithat the
Company desires to sell that can be sold withouteding the Maximum Number of Shares; (B) seconthd@xtent that the
Maximum Number of Shares has not been reached tineléoregoing clause, the shares or other secsirifiany, including the
Subject Common Shares, as to which registratiorbbas requested in good faith pursuant to writterraotual piggy-back
registration rights of security holders (pro rataccordance with the number of Common Shares er g#turities which each
such person has actually requested to be includeddh registration, regardless of the number afeshor other securities with
respect to which such persons have the right toetcguch inclusion) that can be sold without exicegthe Maximum Number
of Shares; an
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(ii) if the registration is a “demandegistration undertaken at the demand of persdhsr than the Manager
an Eligible Person(s), pursuant to written contralcaurangements with such persons, (A) first, them@on Shares or other
securities for the account of the demanding persuatscan be sold without exceeding the Maximum Nemaf Shares; (B)
second, to the extent that the Maximum Number ofé&hhas not been reached under the foregoing ¢ldiess€ommon Shares
or other securities that the Company desires, oddaith, to sell that can be sold without exceedimgMaximum Number of
Shares; and (C) third, to the extent that the MaxmNumber of Shares has not been reached undesrégofng clauses, the
shares or other securities, if any, including thej&ct Company Shares, as to which registratiorbbas requested, in good
faith, pursuant to written contractual piggy-bacgisération rights which other security holders desir sell (pro rata in
accordance with the number of Common Shares or st#wirities which each such person has actuallyestqd to be included
in such registration, regardless of the numbehafas or other securities with respect to which ggBons have the right to
request such inclusion) that can be sold withoaeering the Maximum Number of Shar

(j) For purposes of thiSection 14 :

“ Eligible Persor’ means any holder of Subject Common Shares wlip @& a ffiliate or the Manager , (ii) each direct
or indirect owner of the Manager, and (iii) with respto any of the foregoing p ersons who is a nhpewson, ( A ) a natural
person related by lineal consanguinity to suchd@eos to the spouse of such Person, ( B ) the spolusuch Person or of any
natural person described in clause ( A) above) &élCnatural persons related to those naturalguessiescribed in clause (A) or
clause ( B) by lineal consanguinity and (iv) ateinvivos trust, limited partnership, corporatianimited liability company that,
at the time of the transfer of Common Shares tb suter vivos trust, limited partnership, corpooatior limited liability
company, is entirely owned beneficially and of mecby ( A ) one or more of the natural persons dbedrin clause (iii) or (iv)
above, (B) one or more inter vivos trusts, limiedtnerships, corporations or limited liability cpamies that is or are entirely
owned beneficially and of record one or more ofrib&ural persons described in clause (ii) orYiabove, and/or one or more
entities that are exempt from the payment of fddecmme tax pursuant to Section 501(c)(3) of thiednal Revenue Code of
1986, as amended, or any successor statute. Fuogas of this definition adopted natural persdwadl e considered the natural
born child of their adoptive parents, and linealsanguinity is that relationship that exists betweatural persons of whom one
is descended (or ascended) in a direct line fraerother, as between son, father, grandfather, aat-grandfather;

“ Registration Expensésmeans all costs and expenses incurred by the ara an Eligible Person(s) or the
Company in complying with its obligations pursutmthis_Section # and in connection with the registration and dispasiby
the Manager and/or an Eligible Person(s) of Sulfarhmon Shares, including, without limitation, alf (vhere appropriate any
one or more) of the following: all registration dfilthg fees; fees and expenses of compliance wétusties or blue sky laws
(including without limitation reasonable fees anshdirsements of counsel in connection with blue skiysiate securities
qualifications of the Subject Common Shares); prqnand delivery expenses; reasonable fees andrdistments of counsel for
the Company and the Manager and/or any Eligibledter reasonable fees and disbursements of afp@mitent public
accountants of the Company (including fees andudésbments in connection with any audit requiredlgdiyg reason of a
registration of Subject Common Shares pursuaritisoSection 4 ); fees and expenses of other persons, includipgaperts,
reasonably retained by the Company after notiteedManager and/or any Eligible Person(s) ; distguwommissions, fees and
disbursements of underwriters, selling brokers,ataalnagers or similar securities industry protesss relating to the
distribution of the Subject Common Shares; anysfiemtaxes imposed on the transfer of the Subjeotr@on Shares;

“ Rule 144" means Rule 144 under the Securities Act or anyiairrule or regulation hereafter adopted by th&€€SE
having substantially the same purpose and effestiels Rule; and
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“ Subject Common Sharésneans (i) the Common Shares issued to the Maragtre Company pursuant to this
Agreement and (ii) all Common Shares or other ecgéturities of the Company derived from the Comi8bares described in
clause (i) above, whether as a result of mergesa@ation, stock split, stock dividend, stock disftion, stock combination,
recapitalization or similar event, in either casieeo than any such Common Shares that (A) have &iéectively registered
under the Securities Act and disposed of in accaelaith the registration statement covering them s(d to the public
pursuant to Rule 144, (C) have otherwise ceased toelstricted securities” within the meaning of &a44, (D) the seller
thereof is deemed under Rule 144 not to be an umider of those Common Shares within the meaningeztisn 2(a)(11) of the
Securities Act by reason of the sale thereof tqtltgic without limitation as to timing, volume oramner of sale.

15.Internal Audit Services. The Manager shall provide to the Companynégrnal audit function meeting applicable
requirements of the New York Stock Exchange andSmurities and Exchange Commission and otherwisedpe approved by the
Company’s Audit Committee. In addition to the Fehe,Company agrees to reimburse the Manager, wathigeys of the receipt of the
invoice therefor, the Company'’s pro rata share¢asonably agreed to by a majoritytleé Independent Trustees from time to time) o
following:

(a) employment expenses of the Manager’s diredtarternal audit and other employees of the Managtively
engaged in providing internal audit services, idiig but not limited to salary, wages, payroll tages the cost of employee
benefit plans; an

(b) the reasonable travel and other out-of-pockperses of the Manager relating to the activitiethe Manager’'s
director of internal audit and other of the Mané&gemployees actively engaged in providing interadit services and the
reasonable third party expenses which the Managarsrin connection with its provision of internaidi services
In addition, the Manager shall make available (Whitay be by posting to the Company’s web site)itstofficers and

employees providing such services to the Compdmg procedures for the receipt, retention andrireat of complaints regarding
accounting, internal accounting controls or auditimatters relating to the Company and for the camfiial, anonymous submission by
such officers and employees of concerns regardilgtéipnable accounting or auditing matters relatingne Company, as set forth in the
Company’s Procedures for Handling Concerns or Coimiglabout Accounting, Internal Accounting ControtsAuditing Matters, as in
effect from time to time.

16. Additional Services. If, and to the extent that, the Company shajuest the Manager to render services on behaltfeof t
Company other than those required to be renderéhleblylanager in accordance with the terms of thiss&ment, such additional
services shall be compensated separately on terbesagreed upon between the Manager and the Conignagh approved by majority
vote of the Independent Trustefrom time to time.

17.Expenses of the Manage. Except as otherwise expressly provided hereapproved by majority vote of the Independent
Trustees, the Manager shall bear the following expensesriaclin connection with the performance of its dutiader this Agreemer

(a) employment expenses of the personnel employé¢debManager, including but not limited to, saariwages,
payroll taxes and the cost of employee benefitgl

(b) fees and travel and other expenses paid tetding officers and employees of the Manager, edxfegs and travel
and other expenses of such persons who are Trusteéficers of the Company incurred in their capas as Trusteesr officers
of the Company
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(c) rent, telephone, utilities, office furnitureguepment and machinery (including computers, toekent utilized) and
other office expenses of the Manager, except t@xitent such expenses relate solely to an offidataiaed by the Company
separate from the office of the Manager;

(d) miscellaneous administrative expenses relatingettopmance by the Manager of its obligations hedeur
18.Expenses of the Compan. Except as expressly otherwise provided in thiseggrent, the Company shall pay all its

expenses not payable by the Manager, and, withwitirig the generality of the foregoing, it is sgaxilly agreed that the following
expenses of the Company shall be paid by the Coyngaah shall not be paid by the Manac

(a) the cost of borrowed mone

(b) taxes on income and taxes and assessmentalancepersonal property, if any, and all otheesaapplicable to the
Company;

(c) legal, auditing, accounting, underwriting, brodge, listing, reporting, registration and othessfeand printing,
engraving and other expenses and taxes incurreshimection with the issuance, distribution, trangfeding, registration and
stock exchange listing of the Comp’s securities, including transfer ac’'s, registré’s and indenture trust’'s fees and charge

(d) expenses of organizing, restructuring, reorganipingerminating the Company, or of revising, ameggdconverting
or modifying the Compar's organizational documen

(e) fees and travel and other expenses paid tdéasisind officers of the Company in their capactig such (but not in
their capacities as officers or employees of theafger) and fees and travel and other expensedgadlisors, contractors,
mortgage servicers, consultants, and other agedtsdependent contractors employed by or on betidlfe Company

(f) expenses directly connected with the investagtacquisition, disposition or ownership of reah&sinterests or
other property (including third party property diéince costs, appraisal reporting, the costs o€fasare, insurance premiums,
legal services, brokerage and sales commissiorisfenance, repair, improvement and local manageuofgmioperty), other
than expenses with respect thereto of employetrsed¥lanager, to the extent that such expense® &re borne by the Manager
pursuant tcSection 1 7 above;

(g) all insurance costs incurred in connection with@wenpany (including officer and trustee liabilitysirance) or it
connection with any officer and trustee indemnityeggnent to which the Company is a pa

(h) expenses connected with payments of dividendsterest or contributions in cash or any othenfenade or caused
to be made by the Trustees to holders of secudfitse Company

(i) all expenses connected with communications {dérs of securities of the Company and other boegkey and
clerical work necessary to maintaining relationshwhiblders of securities, including the cost of @mépy, printing, posting,
distributing and mailing certificates for securitiend proxy solicitation materials and reportsdtulérs of the Company’s
securities

(i) legal, accounting and auditing fees and expenslest than those described in subsection (c) at

{B1823009; 1}

12



(k) filing and recording fees for regulatory or gommental filings, approvals and notices to theweixhot otherwise
covered by any of the foregoing items of 1Section 18 ;
() expenses relating to any office or office famk maintained by the Company separate from tfieecof the
Manager; ant
(m) the costs and expenses of all equity awareompensation plans or arrangements establishedeb@dimpany,
including the value of awards made by the Comparthe Manager or its employees, if a
19. Limits of Manager Responsibility; Indemnification; Company Remedies. The Manager assumes no responsibility other
than to render the services described herein id gmith and shall not be responsible for any actibthe Trustees in following or
declining to follow any advice or recommendatiortte Manager. The Manager, its shareholders, dirgoofficers, employees and
affiliates will not be liable to the Company, itsasbholders, or others, except by reason of actstiteting bad faith, willful or wanton
misconduct or gross negligence in the performafdts obligations hereunder. The Company shathtrirse, indemnify and hold
harmless the Manager, its shareholders, direadffisers and employees and its affiliates for arhf any and all expenses, losses,
damages, liabilities, demands, charges and clafraeyonature whatsoever (including without limitatiall reasonable attorneys’,
accountants’ and experts’ fees and expenses)pecesf or arising from any acts or omissions ef Manager with respect to the
provision of services by it or performance of idigations in connection with this Agreement or peniance of other matters pursuant to
specific instruction by the Trustees, except togkient such provision or performance was in bat favas willful orwanton miscondu
or was grossly negligent. Without limiting the fgoéng, the Company shall promptly advance expeimsesred by the indemnitees
referred to in this section for matters referredhtthis section, upon request for such advancer
20.Term, Termination . This Agreement shall continue in force and eftetil December 31, 2014, and shall be
automatically renewed for successive one year tarmsally thereafter unless notice of non-renewghisn by the Company or the
Manager before the end of the term. It is expetitatithe terms and conditions may be reviewed byritiependent Trustees, or such
of thelndependent Trustees serving on Compensation Committee of the Board of Trustegh@fCompan, at least annually
Notwithstanding any other provision of this Agreemtenthe contrary, this Agreement , or any extensieneof, may be
terminated by either party hereto upon sixty (68ys written notice to the other party, which teration , if by the Company, must be
approved by a majority vote of the Independent fBess, or if by the Manager, must be approved imaprity vote of the directors of the
Manager.

Section 21 hereof shall govern the rights, liabilities andigations of the parties upon termination of this égment; and,
except as provided in Section$9 and_21, such termination shall be without further liatyilof either party to the other, other than for
breach or violation of this Agreement prior to temation.

21.Action Upon Termination . From and after the effective date of any teriinimeof this Agreement, the Manager shall be
entitled to no compensation for services rendesrdunder for the remainder of the thmn¥ent term of this Agreement, but shall be
on a pro rata basis as set forth in this Sectiopallcompensation due for services performed pgadhe effective date of such
termination, including without limitation, a praata portion of the current year's Incentive Feeépt as otherwise provided below).
Uponsuchtermination, the Manager shas promptly as practicab:

(a) pay over to the Company all monies collectedifzid for the account of the Company by it purst@aihis
Agreement, after deducting therefrom any accrueddgament Fee or Incentive Fee and reimbursemenis fexpenses to
which it is then entitle;
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(b) deliver to the Trustees a full and completeoanting, including a statement showing all sumseotéd by it and a
statement of all sums held by it for the period omencing with the date following the date of itstlascounting to the Trustees;
and

(c) deliver to the Trustees all property and documehthe Company then in its custody or posses:

The Management Fee and Incentive Fee due uponrtation shall be computed and payable within thid®) (days following
the date of termination . A copy of all computatiorof the Management Fee and the Incentive Fdetghdelivered to the Manager
accompanied by payment of the Management Fee aedtine Fee shown thereon to be due and payable .

Upon any termination of this Agreement , all Commdai®s previously issued in payment of the Incerfiiee shall be fully
vested as of the date of termination, except ilMamager acted in bad faith, engaged in willful ontea misconduct or was grossly
negligent, in which case unvested Common Sharesdssupayment of the Incentive Fee shall be faefeaind no Incentive Fee shall be
due in the year of termination.

The Management Fee for any partial month prioetmtnation will be computed by multiplying the Maeagent F ee which
would have been earned for the full month by a foacthe numerator of which is the number of daythe portion of such month during
which this Agreement was in effect, and the denommaitavhich shall be 30 .

For purposes of computation of the Incentive Feafty partial year prior to termination, the lasty of the Measurement Period
will be deemed to have ended on the date of terinimaind the computation of the Incentive Fee dimlbased upon prior whole years in
the Measurement Period and with respect to theigeahich termination occurred, the portion of thay& which termination occurred .

22.Trustee Action. Wherever action on the part of the Trusteesigemplated by this Agreement, action by a majaftthe
Trustees, including a majority of the Independemnisiees, shall constitute the action provided &vetn.

23.TRUSTEES AND SHAREHOLDERS NOT LIABLE . THE DECLARATION OF TRUST OF THE COMPANY , A
COPY OF WHICH, TOGETHER WITH ALL AMENDMENTS, IS DULY FILEDN THE OFFICE OF THE DEPARTMENT OF
ASSESSMENTS AND TAXATION OF THE STATE OF MARYLAND PROVIDES THAT THE NAMEENIOR HOUSING
PROPERTIES TRUST REFERS TO THE TRUSTEES COLLECTIVELY ASJBREES, BUT NOT INDIVIDUALLY OR
PERSONALLY. NO TRUSTEE, OFFICER, SHAREHOLDER, EMPLOYEE OR AGEQF THE COMPANY SHALL BE HELD TO
ANY PERSONAL LIABILITY, JOINTLY OR SEVERALLY, FOR ANY OBLIGATION OF,0OR CLAIM AGAINST, THE
COMPANY. ALL PERSONS DEALING WITH THE COMPANY, IN ANY WAY, SHALL DOK ONLY TO THE ASSETS OF THE
COMPANY FOR THE PAYMENT OF ANY SUM OR THE PERFORMANCE OF ANY OBLIGAON.

24.Notices. Any notice, report or other communication reqdior permitted to be given hereunder shall be itingrand shall
be deemed to have been duly given when deliverpdrison, upon confirmation of receipt when transmiitig facsimile transmission, on
the next business day if transmitted by a natignmaognized overnight courier or on the third bess day following mailing by first
class mail, postage prepaid, in each case as follomat such other United States address or faesimimber for a party as shall be
specified by like notice

If to the Company:

Senior Housing Properties Trust
Two Newton Place
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255 Washington Street, Suite 300
Newton, Massachusetts 02458
Attention:  President

Facsimile No.: (617) 796-8349

If to the Manager:

Reit Management & Research LLC
Two Newton Place

255 Washington Street, Suite 300
Newton, Massachusetts 02458
Attention: President

Facsimile No.: (617) 928-1305

25.Amendments. This Agreement shall not be amended, changedifiedderminated, or discharged in whole or in part
except by an instrument in writing signed by eacthefparties hereto, or by their respective suaresy assigns, or otherwise as
providedherein.

26.Assignment. Neither party may assign this Agreement or its rigigieunder or delegate its duties hereunder wittheut
written consent of the other party, except in theeaaf an assignment by the Manager to a corporgtemnership, limited liability
company, association, trust, or other successdy evitich may take over the property and carry fom affairs of the Manager and which
remains under the control the samepersons whcontrolthe Manager

27.Successors and Assigr. This Agreement shall be binding upon any susmessor permitted assigns of the parties hereto as
provided herein

28.No Third Party Beneficiary .  Except as otherwise providedSectionl 4 andSection 30 (i) , no person or entity oth:
than the parties hereto and their successors anttfesl assigns is intended to be a beneficiamhisf Agreement

29.Governing Law . The provisions of this Agreement shall be goeerby and construed in accordance with the lawshef T
Commonwealth of Massachuse

30. Arbitration .

(a) Any disputes, claims or controversies betweerptrties (i) arising out of or relating to tihigreement or the
provision of services by the Manager pursuant i Algreement, or (i) brought by or on behalf ofyashareholder of the
Company (which, for purposes of this Secti@®, shall mean any shareholder of record or any li@akbwner of shares of the
Company, or any former shareholder of record oefieial owner of shares of the Company), either isnter or its own behal
on behalf of the Company or on behalf of any sesiedass of shares of the Company or shareholifétee Company against
the Company or any trustee, officer, manager (tialy the Manager or its successor), agent or eneplay the Company,
including disputes, claims or controversies refatmthe meaning, interpretation, effect, validjtgrformance or enforcement of
this Agreement, including this arbitration agreem#ére Declaration of Trust or the Bylaws (all of winiare referred to as “
Disputes’), or relating in any way to such a Dispute or Riggs shall, on the demand of any party to such Déspe resolved
through binding and final arbitration in accordamdth the Commercial Arbitration Rules (the * Rufg¢®f the American
Arbitration Association (* AAA") then in effect, except as those Rules may bdified in this Section30. For the avoidance
of doubt, and not as a limitation, Disputes arerdied to include derivative actions against trisstefficers or managers of the
Company and class actions by a shareholder aghirst individuals or entities and the Company. tReravoidance of doubt, a
Dispute shall include a Dispute made derivativelybehalf of one party against another pe
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(b) There shall be three arbitrators. If thereanrly two parties to the Dispute, each party shad#ctebne arbitrator
within 15 days after receipt of a demand for arkitra Such arbitrators may be affiliated or intéeelspersons of such parties. If
there are more than two parties to the Disputelaiinants, on the one hand, and all respondenttheoather hand, shall each
select, by the vote of a majority of the claimamtshe respondents, as the case may be, one tbitrithin 15 days after receipt
of a demand for arbitration. Such arbitrators maafiiliated or interested persons of the claimantthe respondents, as the ¢
may be. If either a claimant (or all claimantsiaarespondent (or all respondents) fail to timelgatean arbitrator then the party
(or parties) who has selected an arbitrator mayestghe AAA to provide a list of three proposed aalbirs in accordance with
the Rules (each of whom shall be neutral, impartial and uhaféd with any party) and the party (or partigsttfailed to timel
appoint an arbitrator shall have ten days fromdése the AAA provides such list to select one ofttivee arbitrators proposed
by AAA. If such party (or parties) fail to select suarbitrator by such time, the party (or partiespwiave appointed the first
arbitrator shall then have ten days to select dreecthree arbitrators proposed by AAA to be theoadarbitrator; and, if
he/they should fail to select such arbitrator bghstime, the AAA shall select, within 15 days thereafone of the three
arbitrators it had proposed as the second arhitréite two arbitrators so appointed shall jointhpeint the third and presiding
arbitrator (who shall be neutral, impartial and titiafed with any party) within 15 days of the appimirent of the second
arbitrator. If the third arbitrator has not beepaipted within the time limit specified herein, théhe AAA shall provide a list of
proposed arbitrators in accordance with the Ruled tlae arbitrator shall be appointed by the AAA inadance with a listing,
striking and ranking procedure, with each party hg\ limited number of strikes, excluding strikes dause

(c) The place of arbitration shall be Boston, Massaetisisinless otherwise agreed by the par

(d) There shall be only limited documentary disagwef documents directly related to the issuesispute, as may be
ordered by the arbitrator

(e) In rendering an award or decision (the * Awgrdhe arbitrators shall be required to follow {aes of The
Commonwealth of Massachusetts. Any arbitration @edings or Award rendered hereunder and the valiefityct and
interpretation of this arbitration agreement sballgoverned by the Federal Arbitration Act, 9 U.SCet seq. The Award shall
be in writing and may, but shall not be requiredoigefly state the findings of fact and conclusiafisaw on which it is base:

(f) Except to the extent expressly provided by thigeement or as otherwise agreed by the partieb, party involved
in a Dispute shall bear its own costs and expensekuing attorneys’ fees), and the arbitrators|sia render an award that
would include shifting of any such costs or experfgeduding attorneys’ fees) or, in a derivativesear class action, award any
portion of the Company’s award to the claimant @r¢laimant’s attorneys. Each party (or, if themeraore than two parties to
the Dispute, all claimants, on the one hand, anceaflondents, on the other hand, respectively) Beat the costs and expenses
of its (or their) selected arbitrator and the @arijor, if there are more than two parties to thepte, all claimants, on the one
hand, and all respondents, on the other hand) shadllly bear the costs and expenses of the thjpdiated arbitratol

(g9) An Award shall be final and binding upon the arthereto and shall be the sole and exclusivedgrbetween
such parties relating to the Dispute, including elayms, counterclaims, issues or accounting presetat the arbitrators.
Judgment upon the Award may be entered in any t@awihg jurisdiction. To the fullest extent perradtby law, no application
or appeal to any court of competent jurisdictioryrba made in connection with any question of lawigign the course of
arbitration or with respect to any award made ext@pactions relating to enforcement of this agreatrto arbitrate or any
arbitral award issued hereunder and except forreeseeking interim or other provisional relief id af arbitration proceedings
in any court of competent jurisdictio
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(h) Any monetary award shall be made and payable $ tibllars free of any tax, deduction or offseick party
against which the Award assesses a monetary obligsitiall pay that obligation on or before the 3Gl tbllowing the date of
the Award or such other date as the Award may pro
(i) This Section30is intended to benefit and be enforceable by tlaeettolders, directors, officers, managers (inclg
the Manager or its successor), agents or emplayfedde Company and the Company and shall be binalintipe shareholders of
the Company and the Company, as applicable, ardbghim addition to, and not in substitution fany other rights to
indemnification or contribution that such individsi@r entities may have by contract or otherw
31.Consent to Jurisdiction and Forum. This Section31is subject to, and shall not in any way limit thelémation of,Sectior
_30; in case of any conflict between this Secti@l and_Section 30, Section 30shall govern. The exclusive jurisdiction and vem
any action brought by any party hereto pursuathitoAgreement shall lie in any federal or staterttocated in Boston, Massachusetts.
By execution and delivery of this Agreement, eaaftyplaereto irrevocably submits to the jurisdictioinsuch courts for itself and in
respect of its property with respect to such acfidre parties irrevocably agree that venue woulgroger in such court, and hereby
waive any objection that such court is an impropenconvenient forum for the resolution of suchi@et The parties further agree and
consent to the service of any process requirechipysach court by delivery of a copy thereof in ademce with Sectior? 4 and that any
such delivery shall constitute valid and lawful seevof process against it, without necessity foviserby any other means provided by
statute or rule of court.

32.Captions. The captions included herein have been inséoteglase of reference only and shall not be coedtta affect the
meaning, construction or effect of this Agreem:

33.Entire Agreement. This Agreement constitutes the entire agreemetiteoparties hereto with respect to the subjectanat
hereof and supersedes and cancels ar-existing agreements with respecsuchsubject matter

34.Severability . If any one or more of the provisions containerkh® or the application thereof in any circumstris held
invalid, illegal or unenforceable in any respectday reason, the validity, legality and enforcégbof any such provision in every other
respect and of the remaining provisions hereofl stwtlbe in any way impaired, unless the provisibelsl invalid, illegal or unenforceat
shall substantially impair the benefits of the rarmgy provisions hereo

35.Survival . The provisions of Section2 (limited to the obligation of the Company to indefyrthe Manager for matters
provided thereunder), 14 19, 20(limited to the last paragraph of such Section), 223, 24, 28, 29, 30, 3land_35of this
Agreement shall survive the termination her

36.0ther Agreements. The parties hereto are also parties to an Amkadd Restated Property Management Agreement,
dated as of January 7, 2010, (as amended,Rhegerty Management Agreemént The parties agree that this Agreement does not
include or otherwise address the rights and obbgatof the parties under the Property Managemergekgent and that the Property
Management Agreement provides for its own separgitésrand obligations of the parties thereto, idolg without limitation separate
compensation payable by the Company and the othee@®was defined in the Property Management Agrabnethe Manager
thereunder for services to be provided by the Managrsuant to the Property Management Agreen

37.Equal Employment Opportunity Employer . The Manager is an equal employment opportumitpleyer and complies
with all applicable state and federal laws to provadeork environment free from discrimination andheut regard to race, color, sex,
sexual orientation, national origin, ancestry,gieln, creed, physical or mental disability, ageritabhstatus, veteran’s status or any other
basis protected by applicable lay
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IN WITNESS WHEREOF, the parties hereto have caussdiiieement to be executed by their duly authoraféiders, under
seal, as of the day and year first above written.

SENIOR HOUSING PROPERTIES TRUST

By : /sl David J. Hegart
Name: David J. Hegart
Title:  President and Chief Operating Offit

REIT MANAGEMENT & RESEARCH LLC

By: /sl Adam D. Portno
Name: Adam D. Portno
Title: President and Chief Executive Offic

[Signature Page to Amended and Restated Businesadéement Agreement]
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Exhibit 12.1

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

Year Ended December 31,

2014 2013 2012 2011 2010

Earnings:

Pre-tax income from continuing operations before eq in earnings of al

S e 90op q 9 $162,141 $183,997 $131,882 $148,128 $116,373

Fixed charge 135,114 117,819 117,240 98,262 80,017

Adjusted earning $297,255 $301,816 $249,122 $246,39C $ 196,390
Fixed charges

Interest expens $135,114 $117,818 $117,240 $ 98,262 $ 80,017

Ratio of earnings to fixed charg 2.2x 2.6X 2.1x 2.5x 2.5x




SENIOR HOUSING PROPERTIES TRUST
SUBSIDIARIES OF THE REGISTRANT

Name

CCC Financing Limited, L.F
CCC Investments |, L.L.C...
CCC Leisure Park Corporatic.
CCC of Kentucky Trus..

CCC Retirement Communities II, L. .....
CCC Retirement Partners Trt.......

CCDE SENIOT LIVING LLC. ...ttt stttk s e es et b e e e e ke me b esbes e esen s et e es e s et e et e beneesenbeneanans
(L@l @ = ST=To o] gl V7 o T I SRS USRPPSR
Crestline Ventures LLC....
CSL Group, InC.......cccue.e.
1| oto] 19 @172 =T Vo [N R I X OSSPSR
HRES1 Properties Tru.....
HRES?2 Properties Tru.

Legacy Portfolio Holding
Leisure Park Venture Limited Partners......... .
Lexington Office Realty TruSt (NOMINEE TTU......cuiiuiiieiiieiiie ettt st seetaeseeeteesees e sneeteeseaneessensenseeneen
MSD POOI 1 LLC....cooeviieieieiiiceeec e
MSD Pool 2 LLC....
O.F.C. Corporatio......
RSA Healthcare, Inc........
SNH 30 NEWECTOSSING TNl et ste st es s e e e teese e s e seese e e e ss e e st e seeae e e enseaseeseeseeseeeseaneesaesseeseenean
SNH AL AIMO TENANT, INC..cvitiiiiie ettt e ee e h et e e e e e er s se e e bt e snesneereennis
SNH AL AIMO, Inc. ......... .
SNH AL CUMMING LLC....i ittt ettt ettt sttt et e be et e st e ee e b e e e st eeeaeeeeeeebeebeseeseebe e e st ebeaeeseeeeaeaneeeenen
SNH AL CUmMMING TENANT LLC ..ottt sttt eae s bes e b esbes e s e s er e s e e eneebenbenes
SNH AL Georgia Holdings LLC.
SNH AL Georgia LLC..............
SNH AL Georgia Tenant LLC..
SNH AL Properties LLC.......

SNH AL TRS, Inc...
SNH Alpharetta LLC...................
SNH ALT Leased Properties Trt..
SNH Baton Rouge (North) LL.......
SNH Baton Rouge (Realtors) LL..
SNH Blaine InC........ccccocvveennnenn.
SNH Bridgewater LLC......
SNH BRFL Properties LLC...
SNH BRFL Tenant LLC....
SNH CALI Tenant LLC.....
SNH CCMD Properties LLC
SNH Carlsbad LE..................

Exhibit 21.1

State of Formation,
Organization
or Incorporation

Maryland
Maryland
Maryland
Delaware
Delaware
Delaware
Maryland
Maryland
Delaware
Maryland
Maryland
Delaware
Delaware
Delaware
Indiana
Delaware
Maryland
Maryland
Maryland
Delaware
Massachusett
Maryland
Maryland
Indiana
Tennesse
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Delaware
Maryland
Delaware
Delaware
Maryland
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware



SNH CCMD Properti€S BOITOWET LL.........coiiiiiiirieeie ettt ettt et e s e e sses s eaesseseabebeseesenseneanens
SNH CCMD Tenant LLC..........cc.c....
SNH CHS Properties Tru
SNH Clear Brook LLC.................

SNH Clear Creek Properties Tru...
SNH Concord LLC.........cccccueneee.

SNH DENNAM SPINGS L.ttt sttt et es et e bes e et e bes e es e s es e saese et e es et es e et eneaseasaneaneasensareaen
SNH Durham LLC
SNH Fan Pier, Inc
SINH FAN PIEF TRS, Nttt etttk ee bbb b et b b s b ettt e ettt en et bt enene s
ST I I T = U o o TSP

SNH Glenview (Patriot) LLC
SNH GP Carlsbad LL¢..
SNH GP Valencia LLC.. .
SNH HAITISHUIG LLC ...ttt sttt st s e e s e et et et seese e e e na e st e e st e s eeneenseabeeneeseeaseeseeneestesnnnrnnns

SNH LTF Properties LLC.....
SNH Maryland Heights LLC........
SNH Medical Office Properties LL...
SNH Medical Office Properties Tru..
SNH Medical Office Realty TruSt (NOMINEE TTU........coiiiiiiie ettt s e e see et st esenennens
SNH MezzCo San Antonio LL........ccvoevieenenne
SNH NS Mtg Properties 2 Tru...
SNH NS Properties Tru..........
ST\ I o g To =T o 1D (@o) 1 o o ) I I GRS
SNH Plagquemine LLC... .
SNH PLFL Properties LLC...
SNH PLFL Tenant LLC.....
SNH Prairieville LLC........
SNH Redmond Properties LL. .
SNH REIT INVING LLC ..ttt sttt h et na e sttt ettt sttt bttt
SNH REIT ROCKWAII LLC......ooviiii ittt ettt a et st ebe st es b e s e e ebeeaees e ssesbeensessesneensesens
SNH REIT San Antonio LLC...
SNH REIT Victoria LLC........cccccovvririenne. .
SNH RMI FOX Ridge Manor Properti@S LL........c.ciieieieiiieeieieseee it ereeseee e sttt ae e seeeteeneesaessesanssesneesaesnesseans
SNH RMI Jefferson Manor Properties LL...
SNH RMI McKay Manor Properties LL......
SNH RMI Northwood Manor Properties LL...
SNH RMI Oak Woods Manor Properties LL.
SNH RMI Park Square Manor Properties L.
SNH RMI Properties Holding Company LL...
SNH RMI Smith Farms Manor Properties LI
SNH RMI Sycamore Manor Properties LI
SNH SE Ashley River LLC.........cccccoevene.
SNH SE Ashley River Tenant LL..
SNH SE Barrington BOYNTON LLU.........i.iiiiiitiiieietieieiet ettt seete et ettt sttt et et ssese et eseseeseetaesaesseseaeeasaseaseseeneaneseenas

Delaware
Delaware
Maryland
Delaware
Maryland
Delaware
Delaware
Delaware
Maryland
Maryland
Delaware
Maryland
Delaware
Delaware
Delaware
Delaware
Maryland
Maryland
Delaware
Maryland
Delaware
Maryland
Delaware
Delaware
Maryland
Massachuseti
Delaware
Maryland
Maryland
Delaware
Delaware
Delaware
Delaware
Delaware
Maryland
Delaware
Delaware
Delaware
Delaware
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Delaware
Delaware
Delaware



SNH SE Barrington BOYNTON TENANT LL.......cc.oiiiiiiiiiiieie ittt st sttt s estese st neenenseneanens
SNH SE Burlington LLC........cccccvvvenne
SNH SE Burlington Tenant LL...
SNH SE Daniel Island LLt.............
SNH SE Daniel Island Tenant LL.
SNH SE Habersham Savannah L..........

SNH SE Habersham Savannah Tenant |..
SNH SE Holly HIll LLC ...

SNH SE Holly Hill Tenant LLC...
SNH SE Kings Mtn LLC.............
SNH SE Kings Mtn Tenant LLt..
SNH SE Mooresville LLC...........
SNH SE Mooresville Tenant LL
SNH SE N. Myrtle Beach LLC..........

SNH SE N. Myrtle Beach Tenant LL...
SNH SE Properties LLG........cccovene.

SNH SE Properties Tru...
SNH SE SG LLC............... ‘
SNH SE SG TENANT L.ttt b et b b e et e b sh et ettt e eae s et e e e eneenns
SNH SE TENANE 2 TRS, TNttt ettt b et b bbbt e bt ea s e s bbbt es e et ene e s e s ae e en
SNH SE Tenant TRS, In........

SNH Somerford Properties Trt..
SNH St. Louis LLC..................
SNH Teaneck Properties LL...
SNH Teaneck Tenant LL....
SNH Tempe LLC...........
SNH TRS, Inc..... .
SINH VAIENCIA LF....c. ittt ettt bt e et e h e et b et b bttt ne et et ne e e
SNH Ward AVE. PrOPEITIES | IN....iiiiiieeieeiee ittt ettt ettt et e st et s e stesteetesaeesees e stesaeesaeneenteaneeneensens
SNH Ward Ave. Properties Il In... .
SNH Well Properties G+~MD LLC ...

SNH Yonkers Properties Tru..
SNH Yonkers Tenant In......

SNH/LTA SE HOME Place NEW BEIM LL......ouiiiiiiiiie ettt et et e s s e st e neenes
SNH/LTA SE McCarthy New Bern LLC...
SNH/LTA SE Wilson LLC..........cccuenee.

SPTGEN Properties Tru..
SPTIHS Properties Tru....
SPTMISC Properties Tru
SPTMNR Properties Tru.
SPTMRT Properties Tru...
SPTSUN I PTOPEITIES TTU..ueeuieiieitietiesieeteettesiesiesieeeeseesaessesseseeseeseeasesseesesssasaeseessesssesansansssssessesssessessesseensensenenseens

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Maryland
Delaware
Delaware
Maryland
Maryland
Maryland
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Maryland
Maryland
Delaware
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland
Delaware
Delaware
Delaware
Maryland
Maryland
Maryland
Maryland
Maryland
Maryland



Exhibit 23.1
Consent of Independent Registered Public Accounting Fn

We consent to the incorporation by reference inRbgistration Statement (Form-8 No. 333-182468) of Senior Housing
Properties Trust and the Registration Statementi{f®-8 No. 333-191081) pertaining to the 2012 Equity Compensafitam of Senior Hou
sing Properties Trust; of our reports dated Felyr@af , 2015 , with respect to the consolidatedriial statements and schedule of Senior
Housing Properties Trust and the effectivenesstefimal control over financial reporting of Senioru$ing Properties Trust included in this
Annual Report (Form 18K) of Senior Housing Properties Trust for the yaaded December 31, 201 4 .

/sl Ernst & Young LLP

Boston, Massachusetts
February 2 7, 2015



Exhibit 31.1
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a -14(a) AND 15d-14(a)
I, Barry M. Portnoy, certify that:

1. I have reviewed this Annual Report on Form-K of Senior Housing Properties Tru

2. Based on my knowledge, this report does not coraynuntrue statement of a material fact or omsgtéde a material fact necess
to make the statements made, in light of the cistarmces under which such statements were made,isietiding with respect to tt
period covered by this repo

3. Based on my knowledge, the financial statements,ctéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operetand cash flows of the registrant as of, angther periods presented in this ref
4. The registran’ s other certifying officer(s) and | are responsifoleestablishing and maintaining disclosure cdstemd procedure

(as defined in Exchange Act Rules 13 (e) and 15d15(e)) and internal control over financial repagtifas defined in Exchange

Act Rules 13¢-15(f) and 15¢-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduresused such disclosure controls and procedutas designed und:
our supervision, to ensure that material infornmatielating to the registrant, including its condated subsidiaries, is made
known to us by others within those entities, partidylduring the period in which this report is bgiprepared

b) Designed such internal control over financial rejpgrtor caused such internal control over finangglorting to be design
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atamce with generally accepted accounting princij

c) Evaluated the effectiveness of the regist’ s disclosure controls and procedures and presentbis report ou
conclusions about the effectiveness of the discépsantrols and procedures, as of the end of thegeovered by this
report based on such evaluation; i

d) Disclosed in this report any change in the regi$f s internal control over financial reporting thatomed during th
registrant ’ s most recent fiscal quarter (thestgnt ' s fourth fiscal quarter in the case obanual report) that has
materially affected, or is reasonably likely to evadlly affect, the registrar’ s internal control over financial reporting; &

5. The registran’ s other certifying officer(s) and | have discloskdsed on our most recent evaluation of internafrobover financia
reporting, to the registrant ' s auditors and thdiecommittee of the registrant ’ s board of dicgs (or persons performing the
equivalent functions)

a) All significant deficiencies and material weaknessethe design or operation of internal control ofieancial reporting
which are reasonably likely to adversely affectrgistrant ’ s ability to record, process, sumnegnd report financial
information; anc

b) Any fraud, whether or not material, that involves mgement or other employees who have a significdaimahe
registrant s internal control over financial reportir

Date:February 27, 2015
/s/Barry M. Portnoy

Barry M. Portnoy
Managing Truste:




Exhibit 31.2
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a -14(a) AND 15d-14(a)
I, Adam D. Portnoy, certify that:
1. | have reviewed this Annual Report on Form-K of Senior Housing Properties Tru

2. Based on my knowledge, this report does notadomny untrue statement of a material fact ortamstate a material fact
necessary to make the statements made, in ligheafircumstances under which such statements wade ,mot misleading
with respect to the period covered by this reg

3. Based on my knowledge, the financial statememd other financial information included in théport, fairly present in all
material respects the financial condition, resoftsperations and cash flows of the registrantfaara for, the periods presented
in this report;

4. The registrant ' s other certifying officer@)d | are responsible for establishing and maiirtgidisclosure controls and
procedures (as defined in Exchange Act Rules-113¢e) and 15d15(e)) and internal control over financial repagtifas
defined in Exchange Act Rules 1-15(f) and 15c¢-15(f)) for the registrant and hav

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedotes designed
under our supervision, to ensure that materiakinédion relating to the registrant, including itmsolidated
subsidiaries, is made known to us by others withdsé entities, particularly during the period in evhthis report is
being preparec

b) Designed such internal control over financigloming, or caused such internal control over fmahreporting to be
designed under our supervision, to provide readersgsurance regarding the reliability of financeglorting and the
preparation of financial statements for externappses in accordance with generally accepted atoguprinciples;

c) Evaluated the effectiveness of the registrantlisclosure controls and procedures and preséntbi report our
conclusions about the effectiveness of the disesantrols and procedures, as of the end of thegeovered by this
report based on such evaluation;

d) Disclosed in this report any change in the tegig ' s internal control over financial reportitigat occurred during the
registrant ' s most recent fiscal quarter (thesegnt ' s fourth fiscal quarter in the case okanual report) that has
materially affected, or is reasonably likely to erélly affect, the registrant ’ s internal contomler financial reporting;
and

5. The registrant ' s other certifying officer@)d | have disclosed, based on our most receni@iah of internal control over
financial reporting, to the registrant ’ s auditargl the audit committee of the registrant ’ s Haxrdirectors (or persons
performing the equivalent function

a) All significant deficiencies and material weaknessehe design or operation of internal control ofreancial reporting
which are reasonably likely to adversely affectribgistrant s ability to record, process, summarize and refgmancial
information; anc

b) Any fraud, whether or not material, that involveanagement or other employees who have a signifioénin the
registrant’ s internal control over financial reportir

Date:February 27, 2015 /s/Adam D. Portnoy
Adam D. Portnoy
Managing Truste:




Exhibit 31.3
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a -14(a) AND 15d-14(a)
I, David J. Hegarty, certify that:

1. I have reviewed this Annual Report on Form-K of Senior Housing Properties Tru

2. Based on my knowledge, this report does not coraynuntrue statement of a material fact or omsgtéde a material fact necess
to make the statements made, in light of the cistarmces under which such statements were made,isietiding with respect to tt
period covered by this repo

3. Based on my knowledge, the financial statements,ctéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operetand cash flows of the registrant as of, angther periods presented in this ref
4. The registrar's other certifying officer(s) and | are responsifoleestablishing and maintaining disclosure cdstemd procedures (

defined in Exchange Act Rules 1345(e) and 15d15(e)) and internal control over financial repagti@as defined in Exchange Act

Rules 13¢-15(f) and 15¢-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduresused such disclosure controls and procedutas designed und:
our supervision, to ensure that material infornmatielating to the registrant, including its condated subsidiaries, is made
known to us by others within those entities, partidylduring the period in which this report is bgiprepared

b) Designed such internal control over financial rejpgrtor caused such internal control over finangglorting to be design
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atamce with generally accepted accounting princij

c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and presentbis report our conclusior
about the effectiveness of the disclosure contints procedures, as of the end of the period covgrehlis report based on
such evaluation; an

d) Disclosed in this report any change in the regi¢'s internal control over financial reporting thatored during the
registrant's most recent fiscal quarter (the reggts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyedft, the registra’s internal control over financial reporting; &

5. The registrar's other certifying officer(s) and | have discloskdsed on our most recent evaluation of internafrobover financia
reporting, to the registrant’s auditors and theitazmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions)

a) All significant deficiencies and material weaknessethe design or operation of internal control ofieancial reporting
which are reasonably likely to adversely affectrgistrant’s ability to record, process, summasiad report financial
information; anc

b) Any fraud, whether or not material, that involves mgement or other employees who have a significdaimahe
registran’s internal control over financial reportir

Date:February 27, 2015 .
/s/ David J. Hegart

David J. Hegart
President and Chief Operating Offic




Exhibit 31.4
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a -14(a) AND 15d-14(a)
I, Richard A. Doyle, certify that:
1. I have reviewed this Annual Report on Form-K of Senior Housing Properties Tru

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortdémstate a material fact necessary
to make the statements made, in light of the cistarmces under which such statements were made,isietiding with respect to tt
period covered by this repo

3. Based on my knowledge, the financial statememtg other financial information included in théport, fairly present in all material
respects the financial condition, results of operetand cash flows of the registrant as of, angther periods presented in this ref

4. The registrang’ other certifying officer(s) and | are responsiloleestablishing and maintaining disclosure cdstemd procedures (
defined in Exchange Act Rules 1345(e) and 15d15(e)) and internal control over financial repagti@as defined in Exchange Act
Rules 13¢-15(f) and 15¢-15(f)) for the registrant and hav

a) Designed such disclosure controls and procedoresused such disclosure controls and procedotes designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condated subsidiaries, is made
known to us by others within those entities, partidylduring the period in which this report is bgiprepared

b) Designed such internal control over financial rejpgrtor caused such internal control over finangglorting to be design
under our supervision, to provide reasonable assereegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atamce with generally accepted accounting princij

C) Evaluated the effectiveness of the registragisslosure controls and procedures and presentesi report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period covgyehis report based on
such evaluation; an

d) Disclosed in this report any change in the tegig's internal control over financial reportirtgat occurred during the
registrant’'s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

5. The registrant’s other certifying officer(s)daihhave disclosed, based on our most recent eN@fuaf internal control over financial
reporting, to the registrant’s auditors and theitaemmmittee of the registrant’s board of direct@spersons performing the
equivalent functions)

a) All significant deficiencies and material wealsessin the design or operation of internal corarar financial reporting
which are reasonably likely to adversely affectrgistrant’s ability to record, process, summasiad report financial
information; anc

b) Any fraud, whether or not material, that involveanagement or other employees who have a sigrifio&nin the
registran’s internal control over financial reportir

Date:February 27, 2015 /s/Richard A. Doyle
Richard A. Doyle
Treasurer and Chief Financial Offict




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

In connection with the filing by Senior Housing Pegties Trust (the “ Company ” ) of the Annual RepmmtForm 10-K for the
period ended December 31, 201 4 (the “ Reporeagh of the undersigned hereby certifies, to tist dfehis knowledge:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc
2. The information contained in the Report fairly mets, in all material respects, the financial ctadiand results ¢
operations of the Compar
Managing Truste: President and Chief Operating Offic
/s/Barry M. Portnoy /s/ David J. Hegart
Barry M. Portnoy David J. Hegart
Managing Truste: President and Chief Operating Offic
/s/ Adam D. Portnoy /s/Richard A. Doyle
Adam D. Portnoy Richard A. Doyle
Managing Truste: Treasurer and Chief Financial Offic

Date:February 27, 2015



