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PART I.  Financial Information
 
Item 1.  Financial Statements.
 

DIVERSIFIED HEALTHCARE TRUST
CONDENSED CONSOLIDATED BALANCE SHEETS

(dollars in thousands, except share data)
(unaudited)

 June 30, December 31,
 2021 2020
Assets   
Real estate properties:   

Land $ 793,261 $ 789,125 
Buildings and improvements 6,731,677 6,621,605 

Total real estate properties, gross 7,524,938 7,410,730 
Accumulated depreciation (1,792,472) (1,694,901)

Total real estate properties, net 5,732,466 5,715,829 

Assets of properties held for sale — 112,437 
Cash and cash equivalents 849,079 74,417 
Restricted cash 59,010 16,432 
Acquired real estate leases and other intangible assets, net 263,657 286,513 
Other assets, net 275,640 270,796 
Total assets $ 7,179,852 $ 6,476,424 

Liabilities and Equity   
Revolving credit facility $ 800,000 $ — 
Term loan, net — 199,049 
Senior unsecured notes, net 2,803,497 2,608,189 
Secured debt and finance leases, net 689,895 691,573 
Liabilities of properties held for sale — 3,525 
Accrued interest 32,690 23,772 
Assumed real estate lease obligations, net 63,487 67,830 
Other liabilities 285,134 263,264 
Total liabilities 4,674,703 3,857,202 

Commitments and contingencies

Equity:   
Equity attributable to common shareholders:

Common shares of beneficial interest, $.01 par value: 300,000,000 shares authorized, 238,374,572 and 238,268,478
shares issued and outstanding, respectively 2,384 2,383 
Additional paid in capital 4,614,748 4,613,904 
Cumulative net income 1,811,382 1,913,109 
Cumulative distributions (4,038,325) (4,033,559)

Total equity attributable to common shareholders 2,390,189 2,495,837 
Noncontrolling interest:

Total equity attributable to noncontrolling interest 114,960 123,385 
Total equity 2,505,149 2,619,222 
Total liabilities and equity $ 7,179,852 $ 6,476,424 

 The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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DIVERSIFIED HEALTHCARE TRUST
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(amounts in thousands, except per share data)
(unaudited)

 Three Months Ended June 30, Six Months Ended June 30,
 2021 2020 2021 2020
Revenues:     

Rental income $ 102,394 $ 106,207 $ 205,152 $ 216,705 
Residents fees and services 243,947 304,104 503,913 636,073 

Total revenues 346,341 410,311 709,065 852,778 

Expenses:     
Property operating expenses 264,632 301,915 552,023 618,500 
Depreciation and amortization 67,888 68,825 134,041 137,255 
General and administrative 9,126 7,312 16,668 16,144 
Acquisition and certain other transaction related costs 12,071 87 12,071 750 
Impairment of assets — 31,175 (174) 42,409 

Total expenses 353,717 409,314 714,629 815,058 

Gain (loss) on sale of properties 30,760 (168) 30,638 2,614 
Gains and losses on equity securities, net (3,849) 11,974 (12,188) 2,031 
Interest and other income 16,038 7,736 18,873 7,874 
Interest expense (including net amortization of debt premiums, discounts and issuance costs of

$3,017, $1,617, $5,829 and $3,126, respectively) (67,657) (43,974) (127,748) (85,624)
Gain on lease termination — — — 22,896 
Loss on early extinguishment of debt (370) (181) (2,410) (427)
Loss from continuing operations before income tax expense (32,454) (23,616) (98,399) (12,916)
Income tax expense (191) (1,126) (429) (683)
Net loss (32,645) (24,742) (98,828) (13,599)
Net income attributable to noncontrolling interest (1,577) (1,330) (2,899) (2,738)
Net loss attributable to common shareholders $ (34,222) $ (26,072) $ (101,727) $ (16,337)

Weighted average common shares outstanding (basic) 237,871 237,700 237,853 237,684 

Weighted average common shares outstanding (diluted) 237,871 237,700 237,853 237,684 

Per common share amounts (basic and diluted):     
Net loss attributable to common shareholders $ (0.14) $ (0.11) $ (0.43) $ (0.07)

 
The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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DIVERSIFIED HEALTHCARE TRUST
CONDENSED CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

(dollars in thousands)
(unaudited)

Number of 
Shares

Common 
Shares

Additional 
Paid In 
Capital

Cumulative 
Net Income

Cumulative
Distributions

Total Equity
Attributable to

Common
Shareholders

Total Equity
Attributable to
Noncontrolling 

Interest Total Equity
Balance at December 31, 2020: 238,268,478 $ 2,383 $ 4,613,904 $ 1,913,109 $ (4,033,559) $ 2,495,837 $ 123,385 $ 2,619,222 
Net (loss) income — — — (67,505) — (67,505) 1,322 (66,183)
Distributions — — — — (2,383) (2,383) — (2,383)
Share grants — — 228 — — 228 — 228 
Distributions to noncontrolling interest — — — — — — (5,694) (5,694)
Balance at March 31, 2021: 238,268,478 2,383 4,614,132 1,845,604 (4,035,942) 2,426,177 119,013 2,545,190 
Net (loss) income — — — (34,222) — (34,222) 1,577 (32,645)
Distributions — — — — (2,383) (2,383) — (2,383)
Share grants 120,000 1 675 — — 676 — 676 
Share repurchases (13,906) — (59) — — (59) — (59)
Distributions to noncontrolling interest — — — — — — (5,630) (5,630)
Balance at June 30, 2021: 238,374,572 $ 2,384 $ 4,614,748 $ 1,811,382 $ (4,038,325) $ 2,390,189 $ 114,960 $ 2,505,149 

Balance at December 31, 2019: 237,897,163 $ 2,379 $ 4,612,511 $ 2,052,562 $ (3,930,933) $ 2,736,519 $ 140,531 $ 2,877,050 
Net income — — — 9,735 — 9,735 1,408 11,143 
Distributions — — — — (35,684) (35,684) — (35,684)
Distribution to common shareholders of the right to receive Five Star
Senior Living Inc. common stock — — — — (59,801) (59,801) — (59,801)
Share grants — — 249 — — 249 — 249 
Share repurchases (3,438) — (21) — — (21) — (21)
Distributions to noncontrolling interest — — — — — — (5,767) (5,767)
Balance at March 31, 2020: 237,893,725 2,379 4,612,739 2,062,297 (4,026,418) 2,650,997 136,172 2,787,169 
Net (loss) income — — — (26,072) — (26,072) 1,330 (24,742)
Distributions — — — — (2,379) (2,379) — (2,379)
Share grants 60,000 1 415 — — 416 — 416 
Share repurchases (1,757) — (8) — — (8) — (8)
Distributions to noncontrolling interest — — — — — — (5,616) (5,616)
Balance at June 30, 2020: 237,951,968 $ 2,380 $ 4,613,146 $ 2,036,225 $ (4,028,797) $ 2,622,954 $ 131,886 $ 2,754,840 

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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DIVERSIFIED HEALTHCARE TRUST
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(dollars in thousands)
(unaudited)

 Six Months Ended June 30,
 2021 2020
Cash flows from operating activities:   
Net loss $ (98,828) $ (13,599)
Adjustments to reconcile net loss to cash provided by operating activities:   

Depreciation and amortization 134,041 137,255 
Net amortization of debt premiums, discounts and issuance costs 5,829 3,126 
Straight line rental income (2,125) (2,538)
Amortization of acquired real estate leases (3,715) (3,703)
Loss on early extinguishment of debt 2,410 51 
Gain on lease termination — (22,896)
Impairment of assets (174) 42,409 
Gain on sale of properties (30,638) (2,614)
Gains and losses on equity securities, net 12,188 (2,031)
Other non-cash adjustments, net (982) (1,885)
Change in assets and liabilities:   
Deferred leasing costs, net (8,258) (4,140)
Other assets (7,937) (24,441)
Accrued interest 8,918 3,085 
Other liabilities 16,317 2,594 

Net cash provided by operating activities 27,046 110,673 

Cash flows from investing activities:   
Real estate acquisitions and deposits — (2,526)
Real estate improvements (83,468) (71,762)
Proceeds from sale of properties, net 103,057 66,604 
Distributions in excess of earnings from Affiliates Insurance Company — 287 

Net cash provided by (used in) investing activities 19,589 (7,397)

Cash flows from financing activities:   
Proceeds from issuance of senior unsecured notes, net 492,500 985,000 
Proceeds from borrowings on revolving credit facility 800,000 405,500 
Repayments of borrowings on revolving credit facility — (943,000)
Repayment of senior unsecured notes (300,000) (200,000)
Repayment of term loan (200,000) (250,000)
Repayment of other debt (1,558) (4,455)
Loss on early extinguishment of debt settled in cash — (376)
Payment of debt issuance costs (4,188) (4,926)
Repurchase of common shares (59) (29)
Distributions to noncontrolling interest (11,324) (11,383)
Distributions to shareholders (4,766) (38,063)

Net cash provided by (used in) financing activities 770,605 (61,732)

Increase in cash and cash equivalents and restricted cash 817,240 41,544 
Cash and cash equivalents and restricted cash at beginning of period 90,849 52,224 
Cash and cash equivalents and restricted cash at end of period $ 908,089 $ 93,768 

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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DIVERSIFIED HEALTHCARE TRUST
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)

(dollars in thousands)
(unaudited)

Six Months Ended June 30,
2021 2020

Supplemental cash flow information:   
Interest paid $ 113,933 $ 80,131 
Income taxes paid $ 1,880 $ — 

Non-cash investing activities:
Five Star Senior Living Inc. common stock $ — $ 97,896 
Restructuring transaction additional consideration $ — $ (75,000)
Real estate improvements accrued, not paid $ 20,860 $ 18,353 
Capitalized interest $ 932 $ 718 

Non-cash financing activities:
Distribution to common shareholders of the right to receive Five Star Senior Living Inc. common stock $ — $ (59,801)

Supplemental disclosure of cash and cash equivalents and restricted cash:

The following table provides a reconciliation of cash and cash equivalents and restricted cash reported within our condensed consolidated balance sheets to the amount shown
in our condensed consolidated statements of cash flows:

As of June 30,
2021 2020

Cash and cash equivalents $ 849,079 $ 78,485 
Restricted cash 59,010 15,283 
Total cash and cash equivalents and restricted cash shown in our condensed consolidated statements of cash

flows $ 908,089 $ 93,768 

(1) As of June 30, 2021, restricted cash consists of amounts from dispositions held as collateral pursuant to the agreement governing our revolving credit facility, or our credit
agreement. We may use these funds to pay for approved expenditures in accordance with our credit agreement. Restricted cash also consists of amounts escrowed for real estate
taxes, insurance and capital expenditures at certain of our mortgaged properties and cash held for the operations of the life science property that is owned in a joint venture
arrangement in which we own a 55% equity interest.

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.

 (1)
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DIVERSIFIED HEALTHCARE TRUST

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
(dollar amounts in thousands, except per share data or as otherwise stated)

 
Note 1.  Basis of Presentation

The accompanying condensed consolidated financial statements of Diversified Healthcare Trust and its subsidiaries, or we, us, or our, are unaudited. Certain information and
disclosures required by U.S. generally accepted accounting principles, or GAAP, for complete financial statements have been condensed or omitted. We believe the disclosures
made are adequate to make the information presented not misleading. However, the accompanying condensed consolidated financial statements should be read in conjunction with
the consolidated financial statements and notes contained in our Annual Report on Form 10-K for the year ended December 31, 2020, or our Annual Report.

In the opinion of management, all adjustments (consisting of normal recurring accruals) considered necessary for a fair statement of results for the interim period have been
included. All intercompany transactions and balances with or among our consolidated subsidiaries have been eliminated. Operating results for interim periods are not necessarily
indicative of the results that may be expected for the full year.

The preparation of financial statements in conformity with GAAP requires us to make estimates and assumptions that affect reported amounts. Actual results could differ from
those estimates. Significant estimates in our condensed consolidated financial statements include purchase price allocations, useful lives of fixed assets and impairments of real
estate and intangible assets.

We have been, are currently, and expect in the future to be involved in claims, lawsuits, and regulatory and other governmental audits, investigations and proceedings arising
in the ordinary course of our business, some of which may involve material amounts. Also, the defense and resolution of these claims, lawsuits, and regulatory and other
governmental audits, investigations and proceedings may require us to incur significant expense. We account for claims and litigation losses in accordance with the Financial
Accounting Standards Board, or FASB, Accounting Standards Codification Topic 450, Contingencies, or ASC 450. Under ASC 450, loss contingency provisions are recorded for
probable and estimable losses at our best estimate of a loss or, when a best estimate cannot be made, at our estimate of the minimum loss. These estimates are often developed prior
to knowing the amount of the ultimate loss, require the application of considerable judgment, and are refined as additional information becomes known. Accordingly, we are often
initially unable to develop a best estimate of loss and therefore the estimated minimum loss amount, which could be zero, is recorded; and then, as information becomes known, the
minimum loss amount is updated, as appropriate. A minimum or best estimate amount may be increased or decreased when events result in a changed expectation.

We are party to a joint venture arrangement with an institutional investor. This joint venture arrangement owns a life science property located in Boston, Massachusetts. The
investor owns a 45% equity interest in the joint venture, and we own the remaining 55% equity interest in the joint venture. We have determined that this joint venture is a variable
interest entity, or VIE, as defined under the Consolidation Topic of the FASB Accounting Standards Codification. We concluded that we must consolidate this VIE because we are
the entity with the power to direct the activities that most significantly impact the VIE's economic performance and we have the obligation to absorb losses of, and the right to
receive benefits from, the VIE that could be significant to the VIE, and therefore are the primary beneficiary of the VIE. The assets of this VIE were $946,564 and $970,142 as of
June 30, 2021 and December 31, 2020, respectively, and consist primarily of the net real estate owned by the joint venture. The liabilities of this VIE were $692,489 and $697,129
as of June 30, 2021 and December 31, 2020, respectively, and consist primarily of mortgage debts secured by the property. The investor's interest in this consolidated entity is
reflected as a noncontrolling interest in our condensed consolidated financial statements. See Note 6 for further information about this joint venture.

Note 2.  Real Estate Properties

As of June 30, 2021, we owned 392 properties located in 36 states and Washington, D.C., including one life science property owned in a joint venture arrangement in which
we own a 55% equity interest.

We regularly evaluate our assets for indicators of impairment. Impairment indicators may include declining tenant or resident occupancy, weak or declining profitability from
the property, decreasing tenant cash flows or liquidity, our decision to dispose of an asset before the end of its estimated useful life, and legislative, market or industry changes that
could permanently reduce the value of an asset. If indicators of impairment are present, we evaluate the carrying value of the affected assets by
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DIVERSIFIED HEALTHCARE TRUST

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
(dollar amounts in thousands, except per share data or as otherwise stated)

comparing it to the expected future cash flows to be generated from those assets. The future cash flows are subjective and are based in part on assumptions regarding hold periods,
market rents and terminal capitalization rates. If the sum of these expected future cash flows is less than the carrying value, we reduce the net carrying value of the asset to its
estimated fair value.

During the six months ended June 30, 2021, we recorded a reversal of impairment charges of $174 related to the estimated costs to sell 10 senior living communities that were
classified as held for sale as of December 31, 2020 and changed the status of those communities from held for sale to held and used as of March 31, 2021.

Acquisitions and Dispositions:

During the six months ended June 30, 2021, we sold five properties for an aggregate sales price of $104,500, excluding closing costs, as presented in the table below. The
sales of these properties do not represent significant dispositions, individually or in the aggregate, and we do not believe these sales represent a strategic shift in our business. As a
result, the results of operations for these properties are included in continuing operations through the date of sale of such properties in our condensed consolidated statements of
comprehensive income (loss).

Date of Sale Location Type of Property Number of Properties Square Feet Sales Price  Gain (Loss) on Sale
February 2021 Pennsylvania Medical Office 1 92,000 $ 9,000 $ (122)

April 2021 Florida Life Science and Medical Office 4 263,656 95,500 30,760 
5 $ 104,500 $ 30,638 

(1) Sales price excludes closing costs.

In June 2021, we terminated a previously announced agreement to acquire a property which is adjacent to one of our existing properties located in Silver Springs, Maryland.

Note 3.  Leases

We are a lessor of medical office and life science properties, senior living communities and other healthcare related properties. Our leases provide our tenants with the
contractual right to use and economically benefit from all of the premises demised under the leases; therefore, we have determined to evaluate our leases as lease arrangements.

Certain of our leases provide for base rent payments and in addition may include variable payments. Rental income from operating leases, including any payments derived by
index or market based indices, is recognized on a straight line basis over the lease term when we have determined that the collectability of substantially all of the lease payments is
probable. Some of our leases have options to extend or terminate the lease exercisable at the option of our tenants, which are considered when determining the lease term.

We increased rental income to record revenue on a straight line basis by $1,321 and $1,385 for the three months ended June 30, 2021 and 2020, respectively, and $2,125 and
$2,538 for the six months ended June 30, 2021 and 2020, respectively. Rents receivable, excluding receivables related to our properties classified as held for sale, if any, include
$106,501 and $104,803 of straight line rent receivables at June 30, 2021 and December 31, 2020, respectively, and are included in other assets, net in our condensed consolidated
balance sheets.

We do not include in our measurement of our lease receivables certain variable payments, including changes in the index or market based indices after the inception of the
lease, certain tenant reimbursements and other income until the specific events that trigger the variable payments have occurred. Such payments totaled $18,476 and $18,263 for
the three months ended June 30, 2021 and 2020, respectively, of which tenant reimbursements totaled $18,440 and $18,209, respectively, and $36,704 and $38,291 for the six
months ended June 30, 2021 and 2020, respectively, of which tenant reimbursements totaled $36,620 and $38,192, respectively.

Certain of our tenants requested relief from their obligations to pay rent due to us in response to the current economic conditions resulting from the COVID-19 pandemic. In
most cases, these tenants granted deferrals were obligated to pay the deferred rents in 12 equal monthly installments beginning in September 2020. As of June 30, 2021 and
December 31, 2020, deferred payments totaling $442 and $1,486, respectively, are included in other assets, net in our condensed consolidated

(1)
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
(dollar amounts in thousands, except per share data or as otherwise stated)

balance sheets. These deferred amounts did not negatively impact our operating results for the three or six months ended June 30, 2021 or 2020.

Right of Use Asset and Lease Liability. For leases where we are the lessee, we recognized a right of use asset and a lease liability equal to the present value of the minimum
lease payments with rental payments being applied to the lease liability and the right of use asset being amortized over the term of the lease. The values of the right of use asset and
related liability representing our future obligation under the lease arrangement for which we are the lessee were $4,195 and $4,381, respectively, as of June 30, 2021, and $4,237
and $4,410, respectively, as of December 31, 2020. The right of use asset and related lease liability are included within other assets, net and other liabilities, respectively, within
our condensed consolidated balance sheets. In addition, we lease equipment at certain of our managed senior living communities. These leases are short term in nature, are
cancelable with no fee or do not result in an annual expense in excess of our capitalization policy and, as a result, are not recorded on our condensed consolidated balance sheets.

Note 4.  Indebtedness

Our principal debt obligations at June 30, 2021 were: (1) outstanding borrowings under our $800,000 revolving credit facility; (2) $2,850,000 outstanding principal amount of
senior unsecured notes; and (3) $683,502 aggregate principal amount of mortgage notes secured by seven properties, of which $620,000 is related to the life science property
owned by a joint venture arrangement in which we own a 55% equity interest. These seven mortgaged properties had a gross book value of $948,269 at June 30, 2021. We also had
two properties subject to finance leases with lease obligations totaling $7,234 at June 30, 2021; these two properties had gross book value and accumulated depreciation of $35,998
and $17,826, respectively, at June 30, 2021, and $35,676 and $17,579, respectively, at December 31, 2020, and the finance leases expire in 2026.

We have a $800,000 revolving credit facility that is available for general business purposes. The maturity date of our revolving credit facility is January 2022, and, subject to
the payment of an extension fee and meeting other conditions, we have two, one year options to extend the maturity date of the facility to January 2024. Our revolving credit
facility provides that we can borrow, repay and re-borrow funds available under our revolving credit facility until maturity, and no principal repayment is due until maturity. As of
June 30, 2021, our revolving credit facility required interest to be paid on borrowings at the annual rate of 2.9%, plus a facility fee of 30 basis points per annum on the total amount
of lending commitments under the facility.

The weighted average annual interest rates for borrowings under our revolving credit facility were 2.9% and 1.8% for the three months ended June 30, 2021 and 2020,
respectively, and 2.9% and 2.2% for the six months ended June 30, 2021 and 2020, respectively. The interest rate premium and facility fee are each subject to adjustment based
upon changes to our credit ratings. On March 31, 2021, we borrowed $800,000 under our revolving credit facility as a precautionary measure to increase our cash position and
preserve financial flexibility in light of continued uncertainties related to the COVID-19 pandemic. As of June 30, 2021 and August 2, 2021, we were fully drawn under our
revolving credit facility.

In February 2021, we issued $500,000 aggregate principal amount of our 4.375% senior notes due 2031 in an underwritten public offering raising net proceeds of $491,357,
after deducting estimated offering expenses and underwriters' discounts. These notes are guaranteed by all of our subsidiaries, except for certain excluded subsidiaries, including
pledged subsidiaries under our credit agreement, and require semi-annual interest payments through maturity. We used the net proceeds from this offering to prepay in full in
February 2021 our $200,000 term loan which was scheduled to mature in September 2022. The weighted average interest rate under our $200,000 term loan was 2.9% for the
period from January 1, 2021 to February 7, 2021 and 2.3% and 2.7% for the three and six months ended June 30, 2020, respectively. As a result of the prepayment of our $200,000
term loan, we recorded a loss on early extinguishment of debt of $1,477 for the six months ended June 30, 2021. In June 2021, we used the remaining net proceeds from this
offering and cash on hand to redeem all of our outstanding 6.75% senior notes due 2021 for a redemption price equal to the principal amount of $300,000 plus accrued and unpaid
interest of $10,125, when these notes became redeemable with no prepayment premium. In connection with this redemption, we recorded a loss on early extinguishment of debt of
$370 for the six months ended June 30, 2021.
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In January 2021, we amended the agreements governing our revolving credit facility and our $200,000 term loan, or collectively, our credit and term loan agreements, in order
to provide us with certain flexibility in light of continued uncertainties related to the COVID-19 pandemic. Pursuant to the amendments:

• certain of the financial covenants under our credit and term loan agreements, including covenants that require us to maintain certain financial ratios, have been waived
through June 2022, or the Amendment Period;

• the revolving credit facility commitments have been reduced from $1,000,000 to $800,000, and as a result of the reduction in commitments, we recorded a loss on early
extinguishment of debt of $563 for the six months ended June 30, 2021;

• we pledged certain equity interests of subsidiaries owning properties to secure our obligations under our credit and term loan agreements and agreed to provide first
mortgage liens on 62 medical office and life science properties with an aggregate gross book value of real estate assets of $1,038,174 as of June 30, 2021 to secure our
obligations, which pledges and/or mortgage liens may be removed or new ones may be added during the Amendment Period based on outstanding debt amounts, among
other things;

• we had the ability to fund $250,000 of capital expenditures per year, which increased to $350,000 per year following the repayment of our term loan in February 2021,
and are restricted in our ability to acquire real property as defined in our credit agreement;

• the interest rate premium over LIBOR under our revolving credit facility and term loan increased by 30 basis points;

• certain covenants and restrictions on distributions to common shareholders, share repurchases, capital expenditures, acquiring additional properties and incurring
additional indebtedness (in each case subject to various exceptions), and the minimum liquidity requirement of $200,000 will remain in place during the Amendment
Period; and

• we are generally required to apply the net cash proceeds from the disposition of assets, capital markets transactions, and debt financings to the repayment of any amounts
outstanding under our revolving credit facility.

Our credit agreement and our senior unsecured notes indentures and their supplements provide for acceleration of payment of all amounts due thereunder upon the occurrence
and continuation of certain events of default, such as, in the case of our credit agreement, a change of control of us, as defined, which includes The RMR Group LLC, or RMR
LLC, ceasing to act as our business and property manager. Our credit agreement and our senior unsecured notes indentures and their supplements also contain covenants, including
covenants that restrict our ability to incur debts, and generally require us to maintain certain financial ratios, and our credit agreement restricts our ability to make distributions
under certain circumstances. As of June 30, 2021, our ratio of consolidated income available for debt service to debt service was below the 1.5x incurrence requirement under our
revolving credit facility and our public debt covenants as the effects of the COVID-19 pandemic continued to adversely impact our operations. We are not allowed to incur
additional debt while this ratio is below 1.5x. We believe we were in compliance with the remaining terms and conditions of the respective covenants under our credit agreement
and our senior unsecured notes indentures and their supplements at June 30, 2021. Although we have taken steps to enhance our ability to maintain sufficient liquidity, as noted
elsewhere in this Quarterly Report on Form 10-Q, a protracted negative economic impact resulting from the COVID-19 pandemic may cause increased pressure on our ability to
satisfy financial and other covenants. Continued availability of borrowings under our revolving credit facility is subject to our satisfying certain financial covenants and other credit
facility conditions. If our operating results and financial condition are significantly negatively impacted by economic conditions or otherwise, we may fail to satisfy covenants and
conditions under our credit agreement or fail to satisfy our public debt covenants.
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Note 5.  Fair Value of Assets and Liabilities

The following table presents certain of our assets that are measured at fair value at June 30, 2021, categorized by the level of inputs as defined in
the fair value hierarchy under GAAP, used in the valuation of each asset.

Fair Value at Reporting Date Using

 

Quoted Prices in  
Active Markets for Identical

Assets
Significant Other

Observable Inputs
Significant

Unobservable Inputs
Description Total (Level 1) (Level 2) (Level 3)
Recurring Fair Value Measurements Assets:     

Investment in Five Star $ 61,584 $ 61,584 $ — $ — 

(1) Our 10,691,658 shares of common stock of Five Star Senior Living Inc., or Five Star, are included in other assets, net in our condensed consolidated balance sheets, and
are reported at fair value, which is based upon quoted market prices on The Nasdaq Stock Market LLC, or Nasdaq, (Level 1 inputs). Our adjusted cost basis for these
shares was $44,448 as of June 30, 2021. During the three months ended June 30, 2021 and 2020, we recorded an unrealized loss of $3,849 and an unrealized gain of
$11,974, respectively, and during the six months ended June 30, 2021 and 2020, we recorded an unrealized loss of $12,188 and an unrealized gain of $2,031, respectively,
which are included in gains and losses on equity securities, net in our condensed consolidated statements of comprehensive income (loss), to adjust the carrying value of
our investment in Five Star common shares to their fair value. See Note 11 for further information about our investment in Five Star.

In addition to the assets described in the table above, our financial instruments at June 30, 2021 and December 31, 2020 included cash and cash equivalents, restricted cash,
other assets, our revolving credit facility, term loan, senior unsecured notes, secured debt and finance leases and other unsecured obligations and liabilities. The fair values of these
financial instruments approximated their carrying values in our condensed consolidated financial statements as of such dates, except as follows:

 As of June 30, 2021 As of December 31, 2020
Description Carrying Amount Estimated Fair Value Carrying Amount  Estimated Fair Value
Senior unsecured notes, 6.750% coupon rate, due 2021 $ — $ — $ 299,273 $ 303,891 
Senior unsecured notes, 4.750% coupon rate, due 2024 249,208 256,911 249,068 256,258 
Senior unsecured notes, 9.750% coupon rate, due 2025 986,131 1,112,840 984,359 1,135,800 
Senior unsecured notes, 4.750% coupon rate, due 2028 491,562 497,425 490,925 502,648 
Senior unsecured notes, 4.375% coupon rate, due 2031 491,698 479,265 — — 
Senior unsecured notes, 5.625% coupon rate, due 2042 341,993 338,660 341,802 330,120 
Senior unsecured notes, 6.250% coupon rate, due 2046 242,905 248,000 242,762 245,000 
Secured debts 689,895 709,149 691,573 716,185 
 $ 3,493,392 $ 3,642,250 $ 3,299,762 $ 3,489,902 

(1) Includes unamortized net debt issuance costs, premiums and discounts.
(2) We assumed certain of these secured debts in connection with our acquisition of certain properties. We recorded the assumed mortgage notes at estimated fair value on the

date of acquisition and we are amortizing the fair value adjustments, if any, to interest expense over the respective terms of the mortgage notes to adjust interest expense
to the estimated market interest rates as of the date of acquisition.

(3) Includes secured debts for the life science property owned by a joint venture arrangement in which we own a 55% equity interest. The amounts listed in the table for these
debts have not been adjusted to reflect the equity interests in the joint venture that we do not own.

We estimated the fair value of our two issuances of senior unsecured notes due 2042 and 2046 based on the closing price on Nasdaq (Level 1 input) as of June 30, 2021. We
estimated the fair values of our four issuances of senior unsecured notes due 2024, 2025, 2028 and 2031 using an average of the bid and ask price on Nasdaq on or about June 30,
2021 (Level 2 inputs as defined in the fair value hierarchy under GAAP). We estimated the fair values of our secured debts by using discounted cash

(1)

(1) (1)

(2) (3)
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flows analyses and currently prevailing market terms as of the measurement date (Level 3 inputs as defined in the fair value hierarchy under GAAP). Because Level 3 inputs are
unobservable, our estimated fair values may differ materially from the actual fair values.

Note 6. Noncontrolling Interest

We are party to a joint venture arrangement with an institutional investor for one of our life science properties located in Boston, Massachusetts. The investor owns a 45%
equity interest in the joint venture, and we own the remaining 55% equity interest in the joint venture. We continue to control this property and therefore continue to account for
this property on a consolidated basis in our condensed consolidated financial statements under the VIE model. The portion of the joint venture's net income and comprehensive
income not attributable to us, or $1,577 and $1,330 for the three months ended June 30, 2021 and 2020, respectively, and $2,899 and $2,738 for the six months ended June 30,
2021 and 2020, respectively, is reported as a noncontrolling interest in our condensed consolidated statements of comprehensive income (loss). The joint venture made aggregate
cash distributions to the other joint venture investor of $5,630 and $5,616 for the three months ended June 30, 2021 and 2020, respectively, and $11,324 and $11,383 for the six
months ended June 30, 2021 and 2020, respectively, which are reflected as a decrease in total equity attributable to noncontrolling interest in our condensed consolidated balance
sheets. As of June 30, 2021, this joint venture held real estate assets with an aggregate net book value of $695,287, subject to mortgage notes of $620,000.

In assessing whether we have a controlling interest in this joint venture arrangement and are required to consolidate the accounts of the joint venture entity, we considered the
members' rights to residual gains and obligations to absorb losses, which activities most significantly impact the economic performance of the entity and which member has the
power to direct those activities.

Note 7.  Shareholders' Equity

Common Share Awards:

On June 3, 2021, in accordance with our Trustee compensation arrangements, we awarded to each of our six Trustees 20,000 of our common shares, valued at $3.70 per share,
the closing price of our common shares on Nasdaq on that day.

Common Share Repurchases:

During the six months ended June 30, 2021, we purchased an aggregate of 13,906 of our common shares, valued at the closing price of our common shares on Nasdaq on the
purchase date, from certain former officers and employees of RMR LLC in satisfaction of tax withholding and payment obligations in connection with the vesting of awards of our
common shares.

Distributions:

During the six months ended June 30, 2021, we declared and paid quarterly distributions to common shareholders as follows:

Declaration Date Record Date Payment Date
Distribution Per

Share Total Distributions
January 14, 2021 January 25, 2021 February 18, 2021 $ 0.01 $ 2,383 
April 15, 2021 April 26, 2021 May 20, 2021 0.01 2,383 

$ 0.02 $ 4,766 

On July 15, 2021, we declared a quarterly distribution to common shareholders of record on July 26, 2021 of $0.01 per share, or approximately $2,384 in aggregate. We
expect to pay this distribution on or about August 19, 2021.
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Note 8.  Segment Reporting

We operate in, and report financial information for, the following two segments: Office Portfolio and senior housing operating portfolio, or SHOP. We aggregate each of these
two reporting segments based on their similar operating and economic characteristics. Our Office Portfolio segment consists of medical office properties leased to medical
providers and other medical related businesses, as well as life science properties leased to biotech laboratories and other similar tenants. Our SHOP segment consists of managed
senior living communities that provide short term and long term residential living and in some instances care and other services for residents where we pay fees to a manager to
operate the communities.

We also report “non-segment” operations, which consists of triple net leased senior living communities that are leased to operators from which we receive rents, and wellness
centers, which we do not consider to be sufficiently material to constitute a separate reporting segment, and any other income or expenses that are not attributable to a specific
reporting segment.

 For the Three Months Ended June 30, 2021
 Office Portfolio SHOP Non-Segment Consolidated
Revenues:     

Rental income $ 92,804 $ — $ 9,590 $ 102,394 
Residents fees and services — 243,947 — 243,947 

Total revenues 92,804 243,947 9,590 346,341 

Expenses:     
Property operating expenses 31,321 233,311 — 264,632 
Depreciation and amortization 32,497 32,538 2,853 67,888 
General and administrative — — 9,126 9,126 
Acquisition and certain other transaction related costs — — 12,071 12,071 

Total expenses 63,818 265,849 24,050 353,717 

Gain on sale of properties 30,760 — — 30,760 
Losses on equity securities, net — — (3,849) (3,849)
Interest and other income — 15,748 290 16,038 
Interest expense (5,992) (525) (61,140) (67,657)
Loss on early extinguishment of debt — — (370) (370)
Income (loss) from continuing operations before income tax expense 53,754 (6,679) (79,529) (32,454)
Income tax expense — — (191) (191)
Net income (loss) 53,754 (6,679) (79,720) (32,645)
Net income attributable to noncontrolling interest (1,577) — — (1,577)
Net income (loss) attributable to common shareholders $ 52,177 $ (6,679) $ (79,720) $ (34,222)
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 For the Six Months Ended June 30, 2021
 Office Portfolio SHOP Non-Segment Consolidated
Revenues:     

Rental income $ 186,127 $ — $ 19,025 $ 205,152 
Residents fees and services — 503,913 — 503,913 

Total revenues 186,127 503,913 19,025 709,065 

Expenses:     
Property operating expenses 62,614 489,409 — 552,023 
Depreciation and amortization 64,435 63,899 5,707 134,041 
General and administrative — — 16,668 16,668 
Acquisition and certain other transaction related costs — — 12,071 12,071 
Impairment of assets — (174) — (174)

Total expenses 127,049 553,134 34,446 714,629 

Gain on sale of properties 30,638 — — 30,638 
Losses on equity securities, net — — (12,188) (12,188)
Interest and other income — 18,181 692 18,873 
Interest expense (11,931) (1,053) (114,764) (127,748)
Loss on early extinguishment of debt — — (2,410) (2,410)
Income (loss) from continuing operations before income tax expense 77,785 (32,093) (144,091) (98,399)
Income tax expense — — (429) (429)
Net income (loss) 77,785 (32,093) (144,520) (98,828)
Net income attributable to noncontrolling interest (2,899) — — (2,899)
Net income (loss) attributable to common shareholders $ 74,886 $ (32,093) $ (144,520) $ (101,727)

Under the Coronavirus Aid, Relief, and Economic Security Act, or the CARES Act, the U.S. Department of Health and Human Services, or HHS, established a Provider
Relief Fund. Retention and use of the funds received under the CARES Act are subject to certain terms and conditions. The terms and conditions require that the funds be utilized
to compensate for lost revenues that are attributable to the COVID-19 pandemic and for eligible costs to prevent, prepare for and respond to the COVID-19 pandemic that are not
covered by other sources. Further, fund recipients are required to be participating in Medicare at the time of distribution and are subject to certain other terms and conditions,
including quarterly reporting requirements. In addition, fund recipients are required to have billed Medicare during 2019 and to continue to provide care after January 31, 2020 for
diagnosis, testing or care for individuals with possible or actual COVID-19 cases. Any funds not used in accordance with the terms and conditions must be returned to HHS. We
have recognized $18,181 and $7,346 as other income with respect to our SHOP segment for the six months ended June 30, 2021 and 2020, respectively. We have applied for
additional funds that may be available under the CARES Act Provider Relief Fund; however, we may not receive any additional funding.

 As of June 30, 2021
 Office Portfolio SHOP Non-Segment Consolidated
Total assets $ 2,997,668 $ 2,949,629 $ 1,232,555 $ 7,179,852 
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 For the Three Months Ended June 30, 2020
 Office Portfolio SHOP Non-Segment Consolidated
Revenues:     

Rental income $ 95,510 $ — $ 10,697 $ 106,207 
Residents fees and services — 304,104 — 304,104 
Total revenues 95,510 304,104 10,697 410,311 

Expenses:     
Property operating expenses 30,893 271,022 — 301,915 
Depreciation and amortization 32,234 33,773 2,818 68,825 
General and administrative — — 7,312 7,312 

Acquisition and certain other transaction related costs — — 87 87 
Impairment of assets 538 30,637 — 31,175 
Total expenses 63,665 335,432 10,217 409,314 

Loss on sale of properties — (168) — (168)
Gains on equity securities, net — — 11,974 11,974 
Interest and other income — 7,346 390 7,736 
Interest expense (6,020) (560) (37,394) (43,974)
Loss on early extinguishment of debt (155) — (26) (181)

Income (loss) from continuing operations before income tax
expense 25,670 (24,710) (24,576) (23,616)

Income tax expense — — (1,126) (1,126)
Net income (loss) 25,670 (24,710) (25,702) (24,742)

Net income attributable to noncontrolling interest (1,330) — — (1,330)
Net income (loss) attributable to common shareholders $ 24,340 $ (24,710) $ (25,702) $ (26,072)
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 For the Six Months Ended June 30, 2020
 Office Portfolio SHOP Non-Segment Consolidated
Revenues:     

Rental income $ 194,280 $ — $ 22,425 $ 216,705 
Residents fees and services — 636,073 — 636,073 
Total revenues 194,280 636,073 22,425 852,778 

Expenses:     
Property operating expenses 63,599 554,901 — 618,500 
Depreciation and amortization 64,397 66,815 6,043 137,255 
General and administrative — — 16,144 16,144 
Acquisition and certain other transaction related costs — — 750 750 
Impairment of assets 6,756 35,653 — 42,409 
Total expenses 134,752 657,369 22,937 815,058 

Gain (loss) on sale of properties 2,782 (168) — 2,614 
Gains on equity securities, net — — 2,031 2,031 
Interest and other income — 7,346 528 7,874 
Interest expense (12,072) (1,124) (72,428) (85,624)
Gain on lease termination — — 22,896 22,896 
Loss on early extinguishment of debt (401) — (26) (427)
Income (loss) from continuing operations before income tax expense 49,837 (15,242) (47,511) (12,916)
Income tax expense — — (683) (683)
Net income (loss) 49,837 (15,242) (48,194) (13,599)
Net income attributable to noncontrolling interest (2,738) — — (2,738)
Net income (loss) attributable to common shareholders $ 47,099 $ (15,242) $ (48,194) $ (16,337)

 As of December 31, 2020
Office Portfolio SHOP Non-Segment Consolidated

Total assets $ 3,092,289 $ 2,912,570 $ 471,565 $ 6,476,424 

Note 9. Leases and Management Agreements with Five Star

2020 Restructuring of our Business Arrangements with Five Star. Effective as of January 1, 2020:

• our previously existing master leases with Five Star for all of our senior living communities that Five Star leased, as well as our previously existing management
agreements and pooling agreements with Five Star for our senior living communities that Five Star managed, were terminated and replaced with new management
agreements and a related omnibus agreement. These new management and omnibus agreements were subsequently replaced in June 2021, as described below;

• Five Star issued to us 10,268,158 Five Star common shares and an aggregate of 16,118,849 Five Star common shares to our shareholders of record as of December 13,
2019;

• as consideration for these share issuances, we provided Five Star with $75,000 of additional consideration by assuming certain of Five Star's working capital liabilities
and through cash payments, resulting in a gain on lease termination of
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$22,896 for the six months ended June 30, 2020 in our condensed consolidated statements of comprehensive income (loss); and

• pursuant to a guaranty agreement dated as of January 1, 2020 made by Five Star in favor of our applicable subsidiaries, Five Star has guaranteed the payment and
performance of each of its applicable subsidiary's obligations under our applicable management agreements with Five Star.

Effective January 1, 2020, we determined that Five Star was not a VIE and we account for our 33.7% investment in Five Star using the equity method of accounting because
we are deemed to exert significant influence, but not control, over Five Star's most significant activities. We have elected to use the fair value option to account for our investment
in Five Star.

2021 Amendments to our Management Arrangements with Five Star. On June 9, 2021, we amended our management arrangements with Five Star. The principal changes to
the management arrangements include:

• that Five Star is cooperating with us in transitioning 108 of our senior living communities with approximately 7,500 living units to other third party managers without our
payment of any termination fee to Five Star;

• that we no longer have the right to sell up to an additional $682,000 of senior living communities currently managed by Five Star and terminate Five Star's management
of those communities without our payment of a fee to Five Star upon sale;

• that Five Star is continuing to manage 120 of our senior living communities with approximately 18,000 living units, and that the skilled nursing units in all of our
continuing care retirement communities that Five Star is continuing to manage, which then included approximately 1,500 living units, are being closed and repositioned;

• that beginning in 2025, we will have the right to terminate up to 10% of the senior living communities that Five Star is continuing to manage, based on total revenues per
year for failure to meet 80% of a target EBITDA for the applicable period;

• that the incentive fee that Five Star may earn in any calendar year for the senior living communities that Five Star is continuing to manage is no longer subject to a cap
and that any senior living communities that are undergoing a major renovation or repositioning are excluded from the calculation of the incentive fee;

• that RMR LLC will oversee any major renovation or repositioning activities at the senior living communities that Five Star is continuing to manage; and

• that the term of our management agreements with Five Star for our senior living communities that Five Star is continuing to manage was extended by two years to
December 31, 2036.

Pursuant to these changes, we and Five Star entered into an amended and restated master management agreement, or the Master Management Agreement, for the senior living
communities that Five Star is continuing to manage and interim management agreements for the senior living communities that we and Five Star agreed to transition to new
operators. These agreements replaced our prior management and omnibus agreements with Five Star. In addition, Five Star delivered to us a related amended and restated guaranty
agreement pursuant to which Five Star is continuing to guarantee the payment and performance of each of its applicable subsidiary's obligations under the applicable management
agreements.

We expect that the transition of the management of the 108 senior living communities from Five Star to other third party managers will be completed before year end 2021. As
of August 3, 2021, we had executed agreements with four new third party managers to transition 76 senior living communities. Of these 76 senior living communities, 41 have
been transitioned to new third party managers. We lease our senior living communities that have been transitioned to new managers to our taxable REIT subsidiaries, or TRSs. We
also expect to incur costs related to retention and other transition costs for these communities, which costs may be significant. For the three and six months ended June 30, 2021,
we recorded $11,914 of these costs to acquisition and certain other transaction related costs in our condensed consolidated statements of comprehensive income (loss).

16



Table of Contents
DIVERSIFIED HEALTHCARE TRUST

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
(dollar amounts in thousands, except per share data or as otherwise stated)

Our Senior Living Communities Managed by Five Star. Five Star managed 235 and 241 of our senior living communities as of June 30, 2021 and 2020, respectively, which
included seven closed senior living communities for the 2021 period. We lease our senior living communities that are managed by Five Star to our TRSs.

We incurred management fees payable to Five Star of $12,927 and $15,706 for the three months ended June 30, 2021 and 2020, respectively, and $26,777 and $32,756 for the
six months ended June 30, 2021 and 2020, respectively. For the three months ended June 30, 2021 and 2020, $12,212 and $15,262, respectively, of the total management fees were
expensed to property operating expenses in our condensed consolidated statements of comprehensive income (loss) and $715 and $444, respectively, were capitalized in our
condensed consolidated balance sheets and are being depreciated over the estimated useful lives of the related capital assets. For the six months ended June 30, 2021 and 2020,
$25,228 and $31,850, respectively, of the total management fees were expensed to property operating expenses in our condensed consolidated statements of comprehensive income
(loss) and $1,549 and $906, respectively, were capitalized in our condensed consolidated balance sheets and are being depreciated over the estimated useful lives of the related
capital assets.

The following table presents residents fees and services revenue disaggregated by type of contract and payer:

Three Months Ended June 30, Six Months Ended June 30,
Revenue from contracts with customers: 2021 2020 2021 2020
Basic housing and support services $ 188,169 $ 218,783 $ 376,198 $ 450,299 
Medicare and Medicaid programs 24,907 42,910 60,855 92,578 
Private pay and other third party payer SNF services 30,871 42,411 66,860 93,196 

Total residents fees and services $ 243,947 $ 304,104 $ 503,913 $ 636,073 

We incurred fees of $2,630 and $5,814 for the three months ended June 30, 2021 and 2020, respectively, and $8,071 and $13,871 for the six months ended June 30, 2021 and
2020, respectively, with respect to rehabilitation services Five Star provided at our senior living communities it manages that are payable by us. These amounts are included in
property operating expenses in our condensed consolidated statements of comprehensive income (loss).

As a result of routine monitoring protocols that are a part of Five Star's compliance program activities related to Medicare billing, Five Star discovered potentially inadequate
documentation at one of our senior living communities that Five Star manages. This monitoring was not initiated in response to any specific complaint or allegation but rather was
of the type that Five Star periodically undertakes to test its compliance with applicable Medicare billing rules. We and Five Star voluntarily disclosed this matter to the United
States Department of Health and Human Services, Office of the Inspector General, or the OIG, pursuant to the OIG’s Provider Self-Disclosure Protocol. In January 2021, we and
Five Star settled this matter with the OIG and we agreed to pay approximately $5,763 in exchange for a customary release, but we and Five Star did not admit any liability. We
recognized that amount in our consolidated statement of comprehensive income (loss) during the year ended December 31, 2020 and paid that amount to the OIG in January 2021.
Five Star refunded to us approximately $115 of management fees it previously received relating to the Medicare payments we refunded to the OIG.

Since January 1, 2020, we sold certain senior living communities that were then managed by Five Star. We and Five Star terminated our management agreements for these
senior living communities in connection with these sales. See Note 3 to the consolidated financial statements contained in our Annual Report for further information regarding
these sales.

We lease to Five Star space at certain of our senior living communities that Five Star manages where Five Star provides certain outpatient rehabilitation and wellness services
clinics. We recorded $398 and $488 for the three months ended June 30, 2021 and 2020, respectively, and $795 and $782 for the six months ended June 30, 2021 and 2020,
respectively, with respect to these leases.

Note 10. Business and Property Management Agreements with RMR LLC

We have no employees. The personnel and various services we require to operate our business are provided to us by RMR LLC. We have two agreements with RMR LLC to
provide management services to us: (1) a business management agreement, which relates to our business generally; and (2) a property management agreement, which relates to the
property level
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operations of our medical office and life science properties and major renovation or repositioning activities at our senior living communities. We also have a subsidiary level
management agreement with RMR LLC related to the life science property located in Boston, Massachusetts, which we entered in connection with the joint venture arrangement
for that life science property. Under that agreement, our subsidiary pays RMR LLC certain management fees directly, which fees are credited against the business management
fees payable by us to RMR LLC. See Note 11 for further information regarding our relationship, agreements and transactions with RMR LLC.

We recognized net business management fees of $6,324 and $4,841 for the three months ended June 30, 2021 and 2020, respectively, and $11,641 and $10,610 for the six
months ended June 30, 2021 and 2020, respectively. The net business management fees we recognized include $725 and $1,450 of management fees related to our subsidiary level
management agreement with RMR LLC entered in connection with our joint venture arrangement for the three and six months ended June 30, 2021 and 2020, respectively. Based
on our common share total return, as defined in our business management agreement, as of each of June 30, 2021 and 2020, no estimated incentive fees are included in the net
business management fees we recognized for the three or six months ended June 30, 2021 or 2020. The actual amount of annual incentive fees for 2021, if any, will be based on
our common share total return as defined in our business management agreement, for the three-year period ending December 31, 2021, and will be payable in January 2022. We
did not incur any incentive fee payable for the year ended December 31, 2020. We recognize business management and incentive fees in general and administrative expenses in
our condensed consolidated statements of comprehensive income (loss).

We recognized aggregate net property management and construction supervision fees payable to RMR LLC of $3,191 and $3,407 for the three months ended June 30, 2021
and 2020, respectively. Of those amounts, for the three months ended June 30, 2021 and 2020, $2,465 and $2,481, respectively, of property management fees were expensed to
property operating expenses in our condensed consolidated statements of comprehensive income (loss) and $726 and $926, respectively, were capitalized as building
improvements in our condensed consolidated balance sheets and are being depreciated over the estimated useful lives of the related capital assets. We recognized aggregate net
property management and construction supervision fees of $6,345 and $6,599 for the six months ended June 30, 2021 and 2020, respectively. Of those amounts, for the six months
ended June 30, 2021 and 2020, $4,950 and $5,077, respectively, of property management fees were expensed to property operating expenses in our condensed consolidated
statements of comprehensive income (loss) and $1,395 and $1,522, respectively, were capitalized as building improvements in our condensed consolidated balance sheets and are
being depreciated over the estimated useful lives of the related capital assets.

We are generally responsible for all our operating expenses, including certain expenses incurred or arranged by RMR LLC on our behalf. We are generally not responsible for
payment of RMR LLC's employment, office or administrative expenses incurred to provide management services to us, except for the employment and related expenses of RMR
LLC's employees assigned to work exclusively or partly at our properties, our share of the wages, benefits and other related costs of RMR LLC's centralized accounting personnel,
our share of RMR LLC's costs for providing our internal audit function, or as otherwise agreed. Our property level operating expenses are generally incorporated into the rents
charged to our tenants, including certain payroll and related costs incurred by RMR LLC. We reimbursed RMR LLC $3,202 and $3,419 for these expenses and costs for the three
months ended June 30, 2021 and 2020, respectively, and $6,499 and $6,862 for the six months ended June 30, 2021 and 2020, respectively. These amounts are included in property
operating expenses and general and administrative expenses, as applicable, in our condensed consolidated statements of comprehensive income (loss).

On June 9, 2021, we and RMR LLC amended our property management agreement to, among other things, provide for RMR LLC's oversight of any major capital projects and
repositionings at our senior living communities, including our senior living communities which Five Star is continuing to manage, and that RMR LLC will receive the same fee
previously paid to Five Star for such services, which is equal to 3% of the cost of any such major capital project or repositioning.

Note 11. Related Person Transactions

We have relationships and historical and continuing transactions with RMR LLC, The RMR Group Inc., or RMR Inc., Five Star and others related to them, including other
companies to which RMR LLC or its subsidiaries provide management services and some of which have trustees, directors or officers who are also our Trustees or officers. RMR
Inc. is the managing member of RMR LLC. The Chair of our Board and one of our Managing Trustees, Adam D. Portnoy, is the sole trustee, an officer and the controlling
shareholder of ABP Trust, which is the controlling shareholder of RMR Inc., a managing director and the president and chief executive officer of RMR Inc., an officer and
employee of RMR LLC and the chair of the board of directors
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
(dollar amounts in thousands, except per share data or as otherwise stated)

and a managing director of Five Star. Jennifer F. Francis, our other Managing Trustee and our President and Chief Executive Officer is an executive vice president of RMR Inc.
and she and our Chief Financial Officer and Treasurer are also employees and officers of RMR LLC. Jennifer B. Clark, our Secretary and former Managing Trustee, also serves as
a managing director and the executive vice president, general counsel and secretary of RMR Inc., an officer and employee of RMR LLC, an officer of ABP Trust and a managing
director and the secretary of Five Star. Certain of Five Star's officers are officers and employees of RMR LLC. Some of our Independent Trustees also serve as independent
trustees or independent directors of other public companies to which RMR LLC or its subsidiaries provide management services. Adam Portnoy serves as the chair of the boards of
trustees or boards of directors of several of these public companies and as a managing director or managing trustee of these companies. Other officers of RMR LLC, including Ms.
Clark and certain of our officers, serve as managing trustees, managing directors or officers of certain of these companies. In addition, officers of RMR LLC and RMR Inc. serve
as our officers and officers of other companies to which RMR LLC or its subsidiaries provide management services.

Five Star. We are currently Five Star's largest stockholder. As of June 30, 2021, we owned 10,691,658 Five Star common shares, or approximately 33.7% of Five Star's
outstanding common shares. Five Star currently manages most of the senior living communities we own. RMR LLC provides management services to both us and Five Star.
See Note 9 for further information regarding our relationships, agreements and transactions with Five Star and Note 5 for further information regarding our investment in Five Star.

As of June 30, 2021, ABP Acquisition LLC, a subsidiary of ABP Trust, the controlling shareholder of RMR Inc., together with ABP Trust, owned approximately 6.4% of Five
Star's outstanding common shares.

Our Manager, RMR LLC. We have two agreements with RMR LLC to provide management services to us. See Note 10 for further information regarding our management
agreements with RMR LLC.

For further information about these and other such relationships and certain other related person transactions, see our Annual Report.

Note 12.  Income Taxes

We have elected to be taxed as a real estate investment trust, or REIT, under the Internal Revenue Code of 1986, as amended, and, as such, are generally not subject to federal
and most state income taxation on our operating income provided we distribute our taxable income to our shareholders and meet certain organization and operating
requirements. We do, however, lease our managed senior living communities to our wholly owned TRSs that, unlike most of our subsidiaries, file a separate consolidated federal
corporate income tax return and are subject to federal and state income taxes. Our consolidated income tax provision includes the income tax provision related to the operations of
our TRSs and certain state income taxes we incur despite our taxation as a REIT. During the three months ended June 30, 2021 and 2020, we recognized income tax expense of
$191 and $1,126, respectively, and during the six months ended June 30, 2021 and 2020, we recognized income tax expense of $429 and $683, respectively.

Note 13. Weighted Average Common Shares (share amounts in thousands)

We calculate basic earnings per common share by dividing net income (loss) by the weighted average number of our common shares outstanding during the period. We
calculate diluted earnings per share using the more dilutive of the two class method or the treasury stock method. Unvested share awards and other potentially dilutive common
shares, and the related impact on earnings, are considered when calculating diluted earnings per share. For the three months ended June 30, 2021 and 2020, 17 and 346 unvested
common shares, respectively, and for the six months ended June 30, 2021 and 2020, 19 and 234 unvested common shares, respectively, were not included in the calculation of
diluted earnings per share because to do so would have been antidilutive.
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Item 2.  Management's Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion should be read in conjunction with our condensed consolidated financial statements and notes thereto included in this Quarterly Report on Form 10-
Q and with our Annual Report.

OVERVIEW

We are a REIT that was organized under Maryland law and which owns medical office and life science properties, senior living communities and other healthcare related
properties throughout the United States. As of June 30, 2021, we owned 392 properties located in 36 states and Washington, D.C., including one life science property owned in a
joint venture arrangement in which we own a 55% equity interest. At June 30, 2021, the gross book value of our real estate assets at cost plus certain acquisition costs, before
depreciation and purchase price allocations and less impairment write downs, was $8.2 billion.

Our business is focused on healthcare related properties, including medical office and life science properties, senior living communities, wellness centers and other medical
and healthcare related properties. We believe that the healthcare sector and many of our tenants, managers and operators provide essential services across the United States. Due to
restrictions intended to prevent the spread of the virus that causes COVID-19, certain of our medical office and wellness center tenants, which include physician practices that had
discontinued non-essential surgeries and procedures and fitness centers, that had been ordered closed by state executive orders experienced disruptions to their businesses. Our
senior living community operators also experienced disruptions, including limitations on in-person tours and new admissions, and experienced challenges in attracting new
residents to their communities in addition to experiencing increased expenses due to increased labor costs, including higher health benefits costs, and increased costs and
consumption of supplies, including personal protective equipment. There will be lasting impacts of the COVID-19 pandemic, even as states and municipalities have eased and may
further ease restrictions. Our tenants and their businesses may become increasingly negatively impacted, which may result in our tenants seeking assistance from us regarding their
rent obligations owed to us, their being unable or unwilling to pay us rent, their ceasing to pay us rent and their ceasing to continue as going concerns.

We are closely monitoring the impacts of the COVID-19 pandemic on all aspects of our business.

With respect to our SHOP segment, we expect that our senior living community managers will be operating our communities at lower average occupancy with higher
operating expenses per resident, which will likely lead to decreased returns to us as a result of the COVID-19 pandemic. Our managers continue to follow federal, state and local
health department guidelines and their own infection prevention protocols but we expect to see additional cases of COVID-19 in our senior living communities.

Throughout the first quarter of 2021, Five Star coordinated multiple COVID-19 vaccination clinics at senior living communities in our SHOP segment for residents and staff.
As previously disclosed, all of the communities in our SHOP segment have completed vaccination clinics and are accepting new residents. On June 1, 2021, Five Star announced
that all of its team members at our communities will be required to be fully vaccinated against COVID-19 by September 1, 2021 in order to protect Five Star's team members and
residents at our communities from the ongoing threat posed by the COVID-19 virus. Both Five Star's team members and residents at our communities continue to have access to
vaccines.

We also believe that we and our managers, operators and impacted tenants have and may continue to benefit from provisions of the CARES Act, signed into law in March
2020 and further supplemented by the Consolidated Appropriations Act, 2021, or other federal or state relief programs allowing them to continue or resume business activity.
During the six months ended June 30, 2021, we recognized $18.2 million in interest and other income in our condensed consolidated statement of comprehensive income (loss)
related to funds received under the CARES Act.

We believe that we are well positioned to weather the present disruptions facing the real estate industry and, in particular, the real estate healthcare industry, including senior
living. In the first quarter of 2021, following the holiday season, the reopening of economies and the easing of restrictions, the United States experienced peak numbers of COVID-
19 infections. In some cases, certain states and municipalities again required the closure of certain business activities and imposed certain other restrictions. The conditions in the
United States significantly improved since those periods during the pandemic; however, certain areas of the United States have recently experienced increasing COVID-19
infections. It is unclear whether the number of COVID-19 infections will further increase or amplify in the United States or elsewhere and, if so, what the impact of that would be
on human health and safety, the economy, or our managers', operators' and tenants' businesses. As a result of these uncertainties, we are unable to determine what the ultimate
impacts will be on our, our tenants', our managers', our operators' and other stakeholders' businesses, operations, financial results and financial position. For further information and
risks relating
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to the COVID-19 pandemic and its aftermath on us and our business, see Part I, Item 1, “Business—COVID-19 Pandemic” and Part I, Item 1A, “Risk Factors” in our Annual
Report.

2021 Amendments to our Management Arrangements with Five Star

On June 9, 2021, we amended our management arrangements with Five Star. The principal changes to the management arrangements include:

• that Five Star is cooperating with us in transitioning 108 of our senior living communities with approximately 7,500 living units to other third party managers without our
payment of any termination fee to Five Star;

• that we no longer have the right to sell up to an additional $682 million of senior living communities currently managed by Five Star and terminate Five Star's
management of those communities without our payment of a fee to Five Star upon sale;

• that Five Star is continuing to manage 120 of our senior living communities with approximately 18,000 living units, and that the skilled nursing units in all of our
continuing care retirement communities that Five Star is continuing to manage, which then included approximately 1,500 living units, are being closed and repositioned;

• that beginning in 2025, we will have the right to terminate up to 10% of the senior living communities that Five Star is continuing to manage, based on total revenues per
year for failure to meet 80% of a target EBITDA for the applicable period;

• that the incentive fee that Five Star may earn in any calendar year for the senior living communities that Five Star is continuing to manage is no longer subject to a cap
and that any senior living communities that are undergoing a major renovation or repositioning are excluded from the calculation of the incentive fee;

• that RMR LLC will oversee any major renovation or repositioning activities at the senior living communities that Five Star is continuing to manage; and

• that the term of our management agreements with Five Star for our senior living communities that Five Star is continuing to manage was extended by two years to
December 31, 2036.

Pursuant to these changes, we and Five Star entered into the Master Management Agreement for the senior living communities that Five Star is continuing to manage and
interim management agreements for the senior living communities that we and Five Star agreed to transition to new operators. These agreements replaced our prior management
and omnibus agreements with Five Star. In addition, Five Star delivered to us a related amended and restated guaranty agreement pursuant to which Five Star is continuing to
guarantee the payment and performance of each of its applicable subsidiary's obligations under the applicable management agreements.

We expect that the transition of the management of the 108 senior living communities from Five Star to other third party managers will be completed before year end 2021. As
of August 3, 2021, we had executed agreements with four new third party managers to transition 76 senior living communities. Of these 76 senior living communities, 41 have
been transitioned to new third party managers. We also expect to incur costs related to retention and other transition costs for these communities, which costs may be significant.
For the three and six months ended June 30, 2021, we recorded $11.9 million of these costs to acquisition and certain other transaction related costs in our condensed consolidated
statements of comprehensive income (loss).
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The following table presents a pro forma breakout of communities that Five Star is continuing to manage and communities that we are in the process of transitioning from Five
Star to other third party managers (dollars in thousands):

As of and For the Three Months Ended 
June 30, 2021

As of and For the Six Months Ended 
June 30, 2021

Five Star Retained
Communities

Operator
Transition

Communities Total
Five Star Retained
Communities

Operator Transition
Communities Total

Communities
120 108 228 120 108 228 

Number of
units 17,898 7,525 25,423 17,898 7,525 25,423 

Occupancy 72.9 % 66.5 % 71.0 % 72.8 % 66.1 % 70.8 %
Residents

fees and services $ 168,655 $ 75,266 $ 243,921 $ 353,972 $ 149,736 $ 503,708 
NOI $ 12,509 $ (1,257) $ 11,252 $ 23,050 $ (7,426) $ 15,624 

(1) Excludes seven closed senior living communities.
(2) Excludes skilled nursing units that have been closed or are being closed and repositioned.
(3) Our definition of NOI and our reconciliation of net income (loss) to NOI and a description of why we believe NOI is an appropriate supplemental measure are included

below under the heading “Non-GAAP Financial Measures.”

See Notes 9 and 11 to our condensed consolidated financial statements included in Part I, Item 1 of this Quarterly Report on Form 10-Q for more information regarding our
management arrangements with Five Star.

PORTFOLIO OVERVIEW

The following tables present an overview of our portfolio (dollars in thousands, except investment per square foot or unit data):

(As of June 30, 2021)
Number 

of Properties
Square Feet or
Number of Units  

Gross Book
Value of Real
Estate Assets

% of Total Gross
Book Value of

Real Estate Assets

Investment per
Square Foot or

Unit
Q2 2021

Revenues

% of 
Q2 2021
Revenues Q2 2021 NOI % of Q2 2021

NOI
Office Portfolio 118 10,926,678 sq. ft. $ 3,720,717 45.3 % $ 341 $ 92,804 26.8 % $ 61,483 75.2 %
SHOP 235 25,423 units 4,069,382 49.5 % $ 160,067 243,947 70.4 % 10,636 13.0 %
Other triple net leased senior
living communities 29 2,327 units 250,073 3.0 % $ 107,466 6,213 1.8 % 6,213 7.6 %
Wellness centers 10 812,000 sq. ft. 178,110 2.2 % $ 219 3,377 1.0 % 3,377 4.2 %

Total 392  $ 8,218,282 100.0 % $ 346,341 100.0 % $ 81,709 100.0 %

 Occupancy
As of and For the Three Months Ended June

30,
 2021 2020
Office Portfolio 91.0 % 92.0 %
SHOP 70.9 % 78.7 %
Other triple net leased senior living communities 74.3 % 86.1 %
Wellness centers 100.0 % 100.0 %

(1) Represents gross book value of real estate assets at cost plus certain acquisition costs, before depreciation and purchase price allocations and less impairment write downs,
if any.

(2) Represents gross book value of real estate assets divided by number of rentable square feet or living units, as applicable, at June 30, 2021.

(3) Includes $772 of revenues and $579 of NOI from properties that we sold.

(4) We calculate our NOI on a consolidated basis and by reportable segment. Our definition of NOI and our reconciliation of net income (loss) to NOI are included below
under the heading “Non-GAAP Financial Measures”.

(5) Our medical office and life science property leases include some triple net leases where, in addition to paying fixed rents, the tenants assume the obligation to operate and
maintain the properties at their expense, and some net and

(1)

(2)

(3)

(1) (2) (3) (3)(4)

(5)

(6)

(7)(8)
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modified gross leases where we are responsible for the operation and maintenance of the properties and we charge tenants for some or all of the property operating costs.
A small percentage of our medical office and life science property leases are full-service leases where we receive fixed rent from our tenants and no reimbursement for
our property operating costs.

(6) Medical office and life science property occupancy data is as of June 30, 2021 and 2020 and includes (i) out of service assets undergoing redevelopment, (ii) space which
is leased but is not occupied or is being offered for sublease by tenants and (iii) space being fitted out for occupancy.

(7) Excludes data for periods prior to our ownership of certain properties, data for properties sold or classified as held for sale, if any, and data for which there was a transfer
of operations during the periods presented.

(8) Operating data for other triple net leased senior living communities leased to third party operators and wellness centers are presented based upon the operating results
provided by our tenants for the three months ended March 31, 2021 and 2020, or the most recent prior period for which tenant operating results are made available to us.
We have not independently verified tenant operating data.

During the three and six months ended June 30, 2021, we entered into new and renewal leases at our medical office and life science properties in our Office Portfolio segment
as summarized in the following tables (dollars and square feet in thousands, except per square foot amounts):

Three Months Ended June 30, 2021
 New Leases Renewals Total
Square feet leased during the quarter 65 567 632 
Weighted average rental rate change (by rentable square feet) 13.1 % 5.0 % 5.9 %
Weighted average lease term (years) 9.3 9.1 9.1 
Total leasing costs and concession commitments $ 5,191 $ 21,241 $ 26,432 
Total leasing costs and concession commitments per square foot $ 80.38 $ 37.43 $ 41.82 
Total leasing costs and concession commitments per square foot per year $ 8.60 $ 4.13 $ 4.60 

Six Months Ended June 30, 2021
 New Leases Renewals Total
Square feet leased during the quarter 217 627 844 
Weighted average rental rate change (by rentable square feet) 20.1 % 4.9 % 9.9 %
Weighted average lease term (years) 10.6 9.0 9.6 
Total leasing costs and concession commitments $ 37,441 $ 21,799 $ 59,240 
Total leasing costs and concession commitments per square foot $ 172.73 $ 34.72 $ 70.14 
Total leasing costs and concession commitments per square foot per year $ 16.28 $ 3.85 $ 7.31 

(1) Weighted based on annualized rental income pursuant to existing leases as of June 30, 2021, including straight line rent adjustments and estimated recurring expense
reimbursements, and excluding lease value amortization.

(2) Includes commitments made for leasing expenditures and concessions, such as tenant improvements, leasing commissions, tenant reimbursements and free rent.

(1)

(2)

(2)

(2)

(1)

(2)

(2)

(2)

23



Table of Contents

Lease Expiration Schedules

As of June 30, 2021, lease expirations at our medical office and life science properties in our Office Portfolio segment are as follows (dollars in thousands):

Year
Number of

Tenants
Square Feet
Leased Percent of Total

Cumulative
Percent of Total

Annualized 
Rental Income Percent of Total

Cumulative
Percent of Total

2021 63 340,153 3.4 % 3.4 % $ 13,008 3.5 % 3.5 %
2022 103 1,220,308 12.3 % 15.7 % 30,540 8.3 % 11.8 %
2023 54 982,724 9.9 % 25.6 % 18,959 5.2 % 17.0 %
2024 81 1,787,991 18.0 % 43.6 % 49,578 13.5 % 30.5 %
2025 75 909,556 9.1 % 52.7 % 24,360 6.6 % 37.1 %
2026 65 775,788 7.8 % 60.5 % 24,972 6.8 % 43.9 %
2027 33 583,200 5.9 % 66.4 % 14,354 3.9 % 47.8 %
2028 29 1,471,488 14.8 % 81.2 % 115,781 31.5 % 79.3 %
2029 27 338,497 3.4 % 84.6 % 12,671 3.5 % 82.8 %
2030 and thereafter 60 1,533,087 15.4 % 100.0 % 62,863 17.2 % 100.0 %

Total 590 9,942,792 100.0 % $ 367,086 100.0 %

Weighted average remaining lease term (in
years) 5.0 6.0 

(1) Annualized rental income is based on rents pursuant to existing leases as of June 30, 2021, including straight line rent adjustments and estimated recurring expense
reimbursements for certain net and modified gross leases and excluding lease value amortization at certain of our medical office and life science properties. Annualized rental
income also includes 100% of rental income as reported under GAAP from the life science property owned in a joint venture arrangement in which we own a 55% equity
interest.

Lease expiration data for our other triple net leased senior living communities leased to third party operators and wellness centers has not been provided because there were no
changes to the lease expiration schedules from those reported in our Annual Report, except for the renewal of leases with the tenant of six of our wellness centers for a five year
term expiring in 2028.

(1)
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RESULTS OF OPERATIONS (dollars and square feet in thousands, unless otherwise noted)

We operate in, and report financial information for, the following two segments: Office Portfolio and SHOP. We aggregate each of these two reporting segments based on
their similar operating and economic characteristics. Our Office Portfolio segment consists of medical office properties leased to medical providers and other medical related
businesses, as well as life science properties leased to biotech laboratories and other similar tenants. Our SHOP segment consists of managed senior living communities that
provide short term and long term residential living and in some instances care and other services for residents where we pay fees to a manager to operate the communities.

We also report “non-segment” operations, which consists of triple net leased senior living communities that are leased to operators from which we receive rents, and wellness
centers, which we do not consider to be sufficiently material to constitute a separate reporting segment, and any other income or expenses that are not attributable to a specific
reporting segment.

The following table summarizes the results of operations of each of our segments for the three and six months ended June 30, 2021 and 2020:

Three Months Ended June 30, Six Months Ended June 30,
2021 2020 2021 2020

Revenues:   
Office Portfolio $ 92,804 $ 95,510 $ 186,127 $ 194,280 
SHOP 243,947 304,104 503,913 636,073 
Non-Segment 9,590 10,697 19,025 22,425 

Total revenues $ 346,341 $ 410,311 $ 709,065 $ 852,778 

Net income (loss) attributable to common shareholders:
Office Portfolio $ 52,177 $ 24,340 $ 74,886 $ 47,099 
SHOP (6,679) (24,710) (32,093) (15,242)
Non-Segment (79,720) (25,702) (144,520) (48,194)

Net income (loss) attributable to common shareholders $ (34,222) $ (26,072) $ (101,727) $ (16,337)

The following sections analyze and discuss the results of operations of each of our segments for the periods presented.
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Three Months Ended June 30, 2021 Compared to Three Months Ended June 30, 2020 (dollars and square feet in thousands, except average monthly rate):

Unless otherwise indicated, references in this section to changes or comparisons of results, income or expenses refer to comparisons of the results for the three months ended
June 30, 2021 to the three months ended June 30, 2020. Our definition of NOI and our reconciliation of net income (loss) to NOI and a description of why we believe NOI is an
appropriate supplemental measure are included below under the heading “Non-GAAP Financial Measures.”

Three Months Ended June 30,
2021 2020 $ Change % Change

NOI by segment:
Office Portfolio $ 61,483 $ 64,617 $ (3,134) (4.9) %
SHOP 10,636 33,082 (22,446) (67.8) %
Non-Segment 9,590 10,697 (1,107) (10.3) %
Total NOI 81,709 108,396 (26,687) (24.6) %

Depreciation and amortization 67,888 68,825 (937) (1.4) %
General and administrative 9,126 7,312 1,814 24.8 %
Acquisition and certain other transaction related costs 12,071 87 11,984 nm
Impairment of assets — 31,175 (31,175) (100.0) %
Gain (loss) on sale of properties 30,760 (168) 30,928 nm
Gains and losses on equity securities, net (3,849) 11,974 (15,823) (132.1) %
Interest and other income 16,038 7,736 8,302 107.3 %

Interest expense (67,657) (43,974) (23,683) 53.9 %
Loss on early extinguishment of debt (370) (181) (189) 104.4 %
Loss from continuing operations before income tax expense (32,454) (23,616) (8,838) 37.4 %
Income tax expense (191) (1,126) 935 (83.0) %
Net loss (32,645) (24,742) (7,903) 31.9 %
Net income attributable to noncontrolling interest (1,577) (1,330) (247) 18.6 %
Net loss attributable to common shareholders $ (34,222) $ (26,072) $ (8,150) 31.3 %

    nm - not meaningful

Office Portfolio:

 Comparable Properties All Properties
 As of June 30, As of June 30,
 2021 2020 2021 2020
Total buildings 113 113 118 129 
Total square feet 10,604 10,599 10,927 11,668 
Occupancy 92.3 % 93.4 % 91.0 % 92.0 %

(1) Consists of medical office and life science properties that we have owned and which have been in service continuously since April 1, 2020, including the life science property owned in a joint venture
arrangement in which we own a 55% equity interest; excludes properties classified as held for sale or out of service undergoing redevelopment, if any.

(2) Prior periods exclude space remeasurements made subsequent to those periods.
(3) Medical office and life science property occupancy includes (i) out of service assets undergoing redevelopment, (ii) space which is leased but is not occupied or is being offered for sublease by tenants,

and (iii) space being fitted out for occupancy. Comparable property occupancy excludes out of service assets undergoing redevelopment.

Three Months Ended June 30,
Comparable  Non-Comparable

 Properties Results Properties Results Consolidated Properties Results
$ % $ %

 2021 2020 Change Change 2021 2020 2021 2020 Change Change
Rental income $ 91,511 $ 90,337 $ 1,174 1.3 % $ 1,293 $ 5,173 $ 92,804 $ 95,510 $ (2,706) (2.8) %
Property operating expenses (30,725) (29,456) 1,269 4.3 % (596) (1,437) (31,321) (30,893) 428 1.4 %

NOI $ 60,786 $ 60,881 $ (95) (0.2) % $ 697 $ 3,736 $ 61,483 $ 64,617 $ (3,134) (4.9) %

(1)

(2)

(3)

(1)
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(1) Consists of medical office and life science properties that we have owned and which have been in service continuously since April 1, 2020, including the life science property owned in a joint venture
arrangement in which we own a 55% equity interest; excludes properties classified as held for sale or out of service undergoing redevelopment, if any.

Rental income. Rental income decreased primarily due to our disposition of 12 properties since April 1, 2020 and assets being taken out of service and/or undergoing
redevelopment, partially offset by an increase in rental income at our comparable properties. Rental income increased at our comparable properties primarily due to increased
parking revenue at certain of our comparable properties as states and municipalities have eased restrictions related to the COVID-19 pandemic and tenants' employees have
increasingly returned to the office and commercial activity has increased and increases in tax escalation income and other property operating expense reimbursements at certain of
our comparable properties, partially offset by a decrease in occupancy at certain of our comparable properties.

Property operating expenses. Property operating expenses consist of real estate taxes, utility expenses, insurance, management fees, salaries and benefit costs of property level
personnel, repairs and maintenance expense, cleaning expense and other direct costs of operating these properties. The increase in property operating expenses is primarily due to
an increase in property operating expenses at our comparable properties, partially offset by our disposition of 12 properties since April 1, 2020. Property operating expenses at our
comparable properties increased primarily due to increases in utility expenses, real estate taxes and other direct costs at certain of our comparable properties.

Net operating income. The change in NOI reflects the net changes in rental income and property operating expenses described above.

SHOP:

 Comparable Properties  All Properties
 As of and For the Three Months As of and For the Three Months
 Ended June 30, Ended June 30,
 2021 2020 2021 2020
Total properties 228 228 235 241 
Number of units 25,423 25,423 25,423 28,348 
Occupancy 71.0 % 80.7 % 70.9 % 78.7 %
Average monthly rate $ 4,279 $ 4,207 $ 4,307 $ 4,496 

(1) Consists of senior living communities that we have owned and which have been operated by the same operator continuously since April 1, 2020; excludes communities classified as held for sale or
closed, if any.

(2) Average monthly rate is calculated by taking the average daily rate, which is defined as total residents fees and services divided by occupied units during the period, and multiplying it by 30 days.

Three Months Ended June 30,
Comparable  Non-Comparable

Properties Results Properties Results Consolidated Properties Results
$ % $ %

 2021 2020 Change Change 2021 2020 2021 2020 Change Change
Residents fees and services $ 243,921 $ 291,049 $ (47,128) (16.2)% $ 26 $ 13,055 $ 243,947 $ 304,104 $ (60,157) (19.8)%
Property operating expenses (232,669) (255,820) (23,151) (9.0)% (642) (15,202) (233,311) (271,022) (37,711) (13.9)%

NOI $ 11,252 $ 35,229 $ (23,977) (68.1)% $ (616) $ (2,147) $ 10,636 $ 33,082 $ (22,446) (67.8)%

(1) Consists of senior living communities that we have owned and which have been operated by the same operator continuously since April 1, 2020; excludes communities classified as held for sale or
closed, if any.

Residents fees and services. Residents fees and services are the revenues earned at our managed senior living communities. We recognize these revenues as services are
provided and related fees are accrued. Residents fees and services decreased primarily due to our disposition of nine properties since April 1, 2020 and decreases in occupancy
primarily due to the impact of the COVID-19 pandemic at both comparable and non-comparable properties for the three months ended June 30, 2021 compared to the three months
ended June 30, 2020, partially offset by increases in average monthly rates at certain of our comparable properties. Additionally, residents fees and services at our comparable
properties decreased due to the closure of skilled nursing units during the three months ended June 30, 2021.

Property operating expenses. Property operating expenses consist of real estate taxes, utility expenses, insurance, salaries and benefit costs of property level personnel, repairs
and maintenance expense, management fees, cleaning expense and other direct

(1)

(2)

(1)

27



costs of operating these communities. Property operating expenses decreased primarily due to our disposition of nine properties since April 1, 2020 and a decrease in property
operating expenses at our comparable properties. Property operating expenses at our comparable properties decreased primarily due to decreases in costs associated with staffing
and dietary expenses primarily due to reduced occupancy at our comparable properties as a result of the impact of the COVID-19 pandemic and the closure of skilled nursing units
during the three months ended June 30, 2021.

Net operating income. The change in NOI reflects the net changes in residents fees and services and property operating expenses described above.

Non-Segment :

 Comparable Properties  All Properties

 
As of and For the Three Months Ended

June 30,
As of and For the Three Months Ended

June 30,
 2021 2020 2021 2020
Total properties:
Other triple net leased senior living communities 29 29 29 32 
Wellness centers 10 10 10 10 
Rent coverage:
Other triple net leased senior living communities 1.38 x 1.66 x 1.38 x 1.66 x
Wellness centers 0.94 x 1.73 x 0.94 x 1.73 x

(1) Non-segment operations consists of all of our other operations, including certain senior living communities leased to third party operators and wellness centers, which segment we do not consider to be
sufficiently material to constitute a separate reporting segment, and any other income or expenses that are not attributable to a specific reporting segment.

(2) Comparable properties consists of properties that we have owned and which have been leased to the same operator continuously since April 1, 2020; excludes properties classified as held for sale, if
any.

(3) All  tenant  operating  data  presented  is  based upon the  operating  results  provided by our  tenants  for  the 12 months  ended March 31,  2021 and 2020 or  the  most  recent  prior  period for  which tenant
operating results are available to us. Rent coverage is calculated using the operating cash flows from our triple net lease tenants' operations of our properties, before subordinated charges, if any, divided
by triple net lease minimum rents payable to us. We have not independently verified tenant operating data. Excludes data for historical periods prior to our ownership of certain properties, as well as
data for properties sold or classified as held for sale, if any, during the periods presented.

Three Months Ended June 30,
Comparable  Non-Comparable

Properties Results Properties Results Consolidated Properties Results
$ % $ %

 2021 2020 Change Change 2021 2020 2021 2020 Change Change
Rental income $ 9,590 $ 9,737 $ (147) (1.5) % $ — $ 960 $ 9,590 $ 10,697 $ (1,107) (10.3)%

NOI $ 9,590 $ 9,737 $ (147) (1.5) % $ — $ 960 $ 9,590 $ 10,697 $ (1,107) (10.3)%

(1) Consists of properties that we have owned and which have been leased to the same operator continuously since April 1, 2020; excludes properties classified as held for sale, if any.

Rental income. Rental income decreased primarily due to the sale of three senior living communities leased to private operators since April 1, 2020 and a decrease in rental
income at our comparable properties, partially offset by increased rents resulting from our purchase of improvements at our comparable properties since April 1, 2020. Rental
income decreased at our comparable properties primarily due to lease renewals with tenants of our wellness centers at lower average rental rates. As a result of the COVID-19
pandemic, many of our wellness centers had been ordered closed by state or local executive orders. In February 2021, we entered into lease renewals with the tenant of six of our
wellness centers for a five year term at lower cash rental rates until deferred rents become due. We have elected to recognize rental income from this tenant as rent payments are
received. In October 2020, the lease for our other four wellness centers was renewed for a 12 year term at a lower average rental rate.

Net operating income. The change in NOI reflects the net changes in rental income described above.

Consolidated:

References to changes in the income and expense categories below relate to the comparison of consolidated results for the three months ended June 30, 2021, compared to the
three months ended June 30, 2020.

(1)

(2)

 (3)

 (3)

(1)
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Depreciation and amortization expense. Depreciation and amortization expense decreased primarily due to our disposition of 24 properties, certain depreciable leasing related
assets  becoming  fully  depreciated  and  certain  of  our  acquired  resident  agreements  becoming  fully  amortized  since  April  1,  2020,  partially  offset  by  the  purchase  of  capital
improvements at certain of our properties since April 1, 2020.

General and administrative expense. General and administrative expense consists of fees paid to RMR LLC under our business management agreement, legal and accounting
fees,  fees  and expenses  of  our  Trustees,  equity  compensation  expense  and other  costs  relating  to  our  status  as  a  publicly  traded  company.  General  and administrative  expense
increased primarily due to an increase in our base business management fees expense as a result of higher trading prices for our common shares during the three months ended
June 30, 2021 compared to the three months ended June 30, 2020.

Acquisition and certain other transaction related costs. For the three months ended June 30, 2021, acquisition and certain other transaction related costs primarily represent
costs incurred in connection with the Master Management Agreement. For the three months ended June 30, 2020, acquisition and certain other transaction related costs primarily
represent costs incurred in connection with the 2020 restructuring of our business arrangements with Five Star,  or the Restructuring Transaction. For information regarding the
Master Management Agreement or the Restructuring Transaction, see Note 9 to our condensed consolidated financial statements included in Part I, Item 1 of this Quarterly Report
on Form 10-Q.

Impairment of assets. For information about our asset impairment charges, see Note 2 to our condensed consolidated financial  statements included in Part I,  Item 1 of this
Quarterly Report on Form 10-Q and Note 3 to our consolidated financial statements included in Part IV, Item 15 of our Annual Report.

Gain (loss) on sale of properties. Gain (loss) on sale of properties is the net result of our sale of certain of our properties during the three months ended June 30, 2021 and
2020. For further information regarding gain (loss) on sale of properties, see Note 2 to our condensed consolidated financial statements included in Part I, Item 1 of this Quarterly
Report on Form 10-Q and Note 3 to our consolidated financial statements included in Part IV, Item 15 of our Annual Report.

Gains and losses on equity securities, net. Gains and losses on equity securities, net, represent the net unrealized gains and losses to adjust our investment in Five Star to its
fair value. For further information regarding our investment in Five Star, see Note 5 to our condensed consolidated financial statements included in Part I, Item 1 of this Quarterly
Report on Form 10-Q.

Interest and other income. The increase in interest and other income is primarily due to $15,748 of funds we received from the U.S. government pursuant to the CARES Act
during the three months ended June 30, 2021 compared to $7,346 received during the three months ended June 30, 2020.

Interest expense. Interest expense increased primarily due to our issuance in June 2020 of $1,000,000 aggregate principal amount of our 9.75% senior notes due 2025, our
issuance in February 2021 of $500,000 aggregate principal amount of our 4.375% senior notes due 2031 and an increase in average borrowings under our revolving credit facility.
This increase was partially offset by our redemption in April 2020 of all $200,000 of our 6.75% senior notes due 2020, our prepayment in June 2020 of our $250,000 term loan,
our prepayment in February 2021 of our $200,000 term loan and our redemption in June 2021 of all $300,000 of our 6.75% senior notes due 2021.

Loss on early extinguishment of debt. We recorded a loss on early extinguishment of debt in connection with our redemption of all $300,000 of our 6.75% senior notes due
2021 during the three months ended June 30, 2021. We recorded a loss on early extinguishment of debt in connection with our prepayment of our $250,000 term loan and of a
mortgage note during the three months ended June 30, 2020.

Income tax expense. Income tax expense is the result of operating income we earned in certain jurisdictions where we are subject to state income taxes.

29



Six Months Ended June 30, 2021 Compared to Six Months Ended June 30, 2020 (dollars and square feet in thousands, except average monthly rate):

Unless otherwise indicated, references in this section to changes or comparisons of results, income or expenses refer to comparisons of the results for the six months ended
June 30, 2021 to the six months ended June 30, 2020. Our definition of NOI and our reconciliation of net income (loss) to NOI and a description of why we believe NOI is an
appropriate supplemental measure are included below under the heading “Non-GAAP Financial Measures.”

Six Months Ended June 30,
2021 2020 $ Change % Change

NOI by segment:
Office Portfolio $ 123,513 $ 130,681 $ (7,168) (5.5) %
SHOP 14,504 81,172 (66,668) (82.1) %
Non-Segment 19,025 22,425 (3,400) (15.2) %
Total NOI 157,042 234,278 (77,236) (33.0) %

Depreciation and amortization 134,041 137,255 (3,214) (2.3) %
General and administrative 16,668 16,144 524 3.2 %
Acquisition and certain other transaction related costs 12,071 750 11,321 nm
Impairment of assets (174) 42,409 (42,583) (100.4) %
Gain on sale of properties 30,638 2,614 28,024 nm
Gains and losses on equity securities, net (12,188) 2,031 (14,219) nm
Interest and other income 18,873 7,874 10,999 139.7 %

Interest expense (127,748) (85,624) (42,124) 49.2 %
Gain on lease termination — 22,896 (22,896) (100.0) %

Loss on early extinguishment of debt (2,410) (427) (1,983) nm
Loss from continuing operations before income tax expense (98,399) (12,916) (85,483) nm
Income tax expense (429) (683) 254 (37.2) %
Net loss (98,828) (13,599) (85,229) nm
Net income attributable to noncontrolling interest (2,899) (2,738) (161) 5.9 %
Net loss attributable to common shareholders $ (101,727) $ (16,337) $ (85,390) nm

    nm - not meaningful

Office Portfolio:

 Comparable Properties All Properties
 As of June 30, As of June 30,
 2021 2020 2021 2020
Total buildings 113 113 118 129 
Total square feet 10,604 10,599 10,927 11,668 
Occupancy 92.3 % 93.4 % 91.0 % 92.0 %

(1) Consists of medical office and life science properties that we have owned and which have been in service continuously since January 1, 2020, including the life science property owned in a joint venture
arrangement in which we own a 55% equity interest; excludes properties classified as held for sale or out of service undergoing redevelopment, if any.

(2) Prior periods exclude space remeasurements made subsequent to those periods.
(3) Medical office and life science property occupancy includes (i) out of service assets undergoing redevelopment, (ii) space which is leased but is not occupied or is being offered for sublease by tenants,

and (iii) space being fitted out for occupancy. Comparable property occupancy excludes out of service assets undergoing redevelopment.

(1)

(2)

(3)
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Six Months Ended June 30,
Comparable  Non-Comparable

Properties Results Properties Results Consolidated Properties Results
$ % $ %

 2021 2020 Change Change 2021 2020 2021 2020 Change Change
Rental income $ 182,124 $ 183,068 $ (944) (0.5) % $ 4,003 $ 11,212 $ 186,127 $ 194,280 $ (8,153) (4.2) %
Property operating expenses (61,217) (60,329) 888 1.5 % (1,397) (3,270) (62,614) (63,599) (985) (1.5) %

NOI $ 120,907 $ 122,739 $ (1,832) (1.5) % $ 2,606 $ 7,942 $ 123,513 $ 130,681 $ (7,168) (5.5) %

(1) Consists of medical office and life science properties that we have owned and which have been in service continuously since January 1, 2020, including the life science property owned in a joint venture
arrangement in which we own a 55% equity interest; excludes properties classified as held for sale or out of service undergoing redevelopment, if any.

Rental income. Rental income decreased primarily due to our disposition of 20 properties since January 1, 2020, assets being taken out of service and/or undergoing
redevelopment and a decrease in rental income at our comparable properties. Rental income decreased at our comparable properties primarily due to decreases in occupancy and
tax escalation income, partially offset by increased parking revenue at certain of our comparable properties as states and municipalities have eased restrictions related to the
COVID-19 pandemic and tenants' employees have increasingly returned to the office and commercial activity has increased.

Property operating expenses. The decrease in property operating expenses is primarily due to our disposition of 20 properties since January 1, 2020, partially offset by an
increase in property operating expenses at our comparable properties. Property operating expenses at our comparable properties increased primarily due to increases in landscaping
expenses, utility expenses and other direct costs, partially offset by decreases in real estate taxes at certain of our comparable properties.

Net operating income. The change in NOI reflects the net changes in rental income and property operating expenses described above.

SHOP:

 Comparable Properties  All Properties

 As of and For the Six Months Ended June 30,
As of and For the Six Months Ended June

30,
 2021 2020 2021 2020
Total properties 228 228 235 241 
Number of units 25,423 25,423 25,423 28,348 
Occupancy 70.8 % 82.5 % 70.2 % 80.7 %
Average monthly rate $ 4,299 $ 4,223 $ 4,467 $ 4,535 

(1) Consists of senior living communities that we have owned and which have been operated by the same operator continuously since January 1, 2020; excludes communities classified as held for sale or
closed, if any.

(2) Average monthly rate is calculated by taking the average daily rate, which is defined as total residents fees and services divided by occupied units during the period, and multiplying it by 30 days.

Six Months Ended June 30,
Comparable  Non-Comparable

 Properties Results Properties Results Consolidated Properties Results
$ % $ %

 2021 2020 Change Change 2021 2020 2021 2020 Change Change
Residents fees and services $ 503,708 $ 603,350 $ (99,642) (16.5)% $ 205 $ 32,723 $ 503,913 $ 636,073 $ (132,160) (20.8)%
Property operating expenses (488,084) (517,781) (29,697) (5.7)% (1,325) (37,120) (489,409) (554,901) (65,492) (11.8)%

NOI $ 15,624 $ 85,569 $ (69,945) (81.7)% $ (1,120) $ (4,397) $ 14,504 $ 81,172 $ (66,668) (82.1)%

(1) Consists of senior living communities that we have owned and which have been operated by the same operator continuously since January 1, 2020; excludes communities classified as held for sale or
closed, if any.

Residents fees and services. Residents fees and services decreased primarily due to our disposition of nine properties since January 1, 2020 and decreases in occupancy
primarily due to the impact of the COVID-19 pandemic at both comparable and non-comparable properties for the six months ended June 30, 2021 compared to the six months
ended June 30, 2020, partially offset by

(1)

(1)

(2)

(1)
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increases in average monthly rates at certain of our comparable properties. Additionally, residents fees and services at our comparable properties decreased due to the closure of
skilled nursing units during the six months ended June 30, 2021.

Property operating expenses. Property operating expenses decreased primarily due to our disposition of nine properties since January 1, 2020 and a decrease in property
operating expenses at our comparable properties. Property operating expenses at our comparable properties decreased primarily due to decreases in costs associated with staffing
and dietary expenses primarily due to reduced occupancy at our comparable properties as a result of the impact of the COVID-19 pandemic and the closure of skilled nursing units
during the six months ended June 30, 2021.

Net operating income. The change in NOI reflects the net changes in residents fees and services and property operating expenses described above.

Non-Segment :

 Comparable Properties  All Properties

 
As of and For the Six Months Ended June

30,
As of and For the Six Months Ended June

30,
 2021 2020 2021 2020
Total properties:
Other triple net leased senior living communities 29 29 29 32 
Wellness centers 10 10 10 10 
Rent coverage:
Other triple net leased senior living communities 1.38 x 1.66 x 1.38 x 1.66 x
Wellness centers 0.94 x 1.73 x 0.94 x 1.73 x

(1) Non-segment operations consists of all of our other operations, including certain senior living communities leased to third party operators and wellness centers, which segment we do not consider to be
sufficiently material to constitute a separate reporting segment, and any other income or expenses that are not attributable to a specific reporting segment.

(2) Comparable properties consists of properties that we have owned and which have been leased to the same operator continuously since January 1, 2020; excludes properties classified as held for sale, if
any.

(3) All  tenant  operating  data  presented  is  based upon the  operating  results  provided by our  tenants  for  the 12 months  ended March 31,  2021 and 2020 or  the  most  recent  prior  period for  which tenant
operating results are available to us. Rent coverage is calculated using the operating cash flows from our triple net lease tenants' operations of our properties, before subordinated charges, if any, divided
by triple net lease minimum rents payable to us. We have not independently verified tenant operating data. Excludes data for historical periods prior to our ownership of certain properties, as well as
data for properties sold or classified as held for sale, if any, during the periods presented.

Six Months Ended June 30,
Comparable Non-Comparable

Properties Results Properties Results Consolidated Properties Results
$ % $ %

 2021 2020 Change Change 2021 2020 2021 2020 Change Change
Rental income $ 19,025 $ 20,505 $ (1,480) (7.2) % $ — $ 1,920 $ 19,025 $ 22,425 $ (3,400) (15.2)%

NOI $ 19,025 $ 20,505 $ (1,480) (7.2) % $ — $ 1,920 $ 19,025 $ 22,425 $ (3,400) (15.2)%

(1) Consists of properties that we have owned and which have been leased to the same operator continuously since January 1, 2020; excludes properties classified as held for sale, if any.

Rental income. Rental income decreased primarily due to the sale of three senior living communities leased to private operators since January 1, 2020 and a decrease in rental
income at our comparable properties, partially offset by increased rents resulting from our purchase of improvements at our comparable properties since January 1, 2020. Rental
income decreased at our comparable properties primarily due to lease renewals with tenants of our wellness centers at lower average rental rates. As a result of the COVID-19
pandemic, many of our wellness centers had been ordered closed by state or local executive orders. In February 2021, we entered into lease renewals with the tenant of six of our
wellness centers for a five year term at lower cash rental rates until deferred rents become due. We have elected to recognize rental income from this tenant as rent payments are
received. In October 2020, the lease for our other four wellness centers was renewed for a 12 year term at a lower average rental rate.

Net operating income. The change in NOI reflects the net changes in rental income described above.

(1)

(2)

 (3)

 (3)

 (1)
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Consolidated:

References to changes in the income and expense categories below relate to the comparison of consolidated results for the six months ended June 30, 2021, compared to the
six months ended June 30, 2020.

Depreciation and amortization expense. Depreciation and amortization expense decreased primarily due to our disposition of 32 properties, certain depreciable leasing related
assets  becoming  fully  depreciated  and  certain  of  our  acquired  resident  agreements  becoming  fully  amortized  since  January  1,  2020,  partially  offset  by  the  purchase  of  capital
improvements at certain of our properties since January 1, 2020.

General and administrative expense. General and administrative expense increased primarily due to an increase in our base business management fees expense as a result of
higher trading prices for our common shares during the six months ended June 30, 2021 compared to the six months ended June 30, 2020.

Acquisition and certain other transaction related costs. For the six months ended June 30,  2021,  acquisition and certain  other  transaction related costs  primarily  represent
costs incurred in connection with the Master Management Agreement. For the six months ended June 30, 2020, acquisition and certain other transaction related costs primarily
represent  costs  incurred in  connection with  the Restructuring Transaction.  For  information  regarding the  Master  Management  Agreement  or  the  Restructuring Transaction,  see
Note 9 to our condensed consolidated financial statements included in Part I, Item 1 of this Quarterly Report on Form 10-Q.

Impairment of assets. For information about our asset impairment charges, see Note 2 to our condensed consolidated financial  statements included in Part I,  Item 1 of this
Quarterly Report on Form 10-Q and Note 3 to our consolidated financial statements included in Part IV, Item 15 of our Annual Report.

Gain on sale of properties. Gain on sale of properties is the net result of our sale of certain of our properties during the six months ended June 30, 2021 and 2020. For further
information regarding gain on sale of properties, see Note 2 to our condensed consolidated financial statements included in Part I, Item 1 of this Quarterly Report on Form 10-Q
and Note 3 to our consolidated financial statements included in Part IV, Item 15 of our Annual Report.

Gains and losses on equity securities, net. Gains and losses on equity securities, net, represent the net unrealized gains and losses to adjust our investment in Five Star to its
fair value. For further information regarding our investment in Five Star, see Note 5 to our condensed consolidated financial statements included in Part I, Item 1 of this Quarterly
Report on Form 10-Q.

Interest and other income. The increase in interest and other income is primarily due to $18,181 of funds we received from the U.S. government pursuant to the CARES Act
during the six months ended June 30, 2021 compared to $7,346 received during the six months ended June 30, 2020.

Interest expense. Interest expense increased primarily due to our issuance in June 2020 of $1,000,000 aggregate principal amount of our 9.75% senior notes due 2025 and our
issuance in February 2021 of $500,000 aggregate principal amount of our 4.375% senior notes due 2031. This increase was partially offset by a decrease in average borrowings
under our revolving credit facility, our redemption in April 2020 of all $200,000 of our 6.75% senior notes due 2020, our prepayment in June 2020 of our $250,000 term loan, our
prepayment in February 2021 of our $200,000 term loan and our redemption in June 2021 of all $300,000 of our 6.75% senior notes due 2021.

Gain  on  lease  termination. Gain  on  lease  termination  represents  the  gain  recognized  in  connection  with  the  Restructuring  Transaction.  For  information  regarding  the
Restructuring Transaction, see Note 9 to our condensed consolidated financial statements included in Part I, Item 1 of this Quarterly Report on Form 10-Q.

Loss on early extinguishment of debt. We recorded a loss on early extinguishment of debt in connection with the amendments to our credit  and term loan agreements,  our
prepayment of our $200,000 term loan and our redemption of all $300,000 of our 6.75% senior notes due 2021 during the six months ended June 30, 2021. We recorded a loss on
early extinguishment of debt in connection with our prepayment of our $250,000 term loan and mortgage notes during the six months ended June 30, 2020.

Income tax expense. Income tax expense is the result of operating income we earned in certain jurisdictions where we are subject to state income taxes.
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Non-GAAP Financial Measures (dollars in thousands, except per share amounts)

We present certain "non-GAAP financial measures" within the meaning of applicable rules of the Securities and Exchange Commission, or SEC, including funds from
operations attributable to common shareholders, or FFO attributable to common shareholders, normalized funds from operations attributable to common shareholders, or
Normalized FFO attributable to common shareholders, and NOI for the three and six months ended June 30, 2021 and 2020. These measures do not represent cash generated by
operating activities in accordance with GAAP and should not be considered alternatives to net income (loss) or net income (loss) attributable to common shareholders as indicators
of our operating performance or as measures of our liquidity. These measures should be considered in conjunction with net income (loss) and net income (loss) attributable to
common shareholders as presented in our condensed consolidated statements of comprehensive income (loss). We consider these non-GAAP measures to be appropriate
supplemental measures of operating performance for a REIT, along with net income (loss) and net income (loss) attributable to common shareholders. We believe these measures
provide useful information to investors because by excluding the effects of certain historical amounts, such as depreciation and amortization, they may facilitate a comparison of
our operating performance between periods and with other REITs and, in the case of NOI, reflecting only those income and expense items that are generated and incurred at the
property level may help both investors and management to understand the operations of our properties.

Funds From Operations and Normalized Funds From Operations Attributable to Common Shareholders

We calculate FFO attributable to common shareholders and Normalized FFO attributable to common shareholders as shown below. FFO attributable to common shareholders
is calculated on the basis defined by the National Association of Real Estate Investment Trusts, which is net income (loss) attributable to common shareholders, calculated in
accordance with GAAP, excluding any gain or loss on sale of properties, loss on impairment of real estate assets and gains or losses on equity securities, net, if any, including
adjustments to reflect our proportionate share of FFO of our equity method investment in Five Star, plus real estate depreciation and amortization and minus FFO adjustments
attributable to noncontrolling interest, as well as certain other adjustments currently not applicable to us. In calculating Normalized FFO attributable to common shareholders, we
adjust for the items shown below. FFO attributable to common shareholders and Normalized FFO attributable to common shareholders are among the factors considered by our
Board of Trustees when determining the amount of distributions to our shareholders. Other factors include, but are not limited to, requirements to maintain our qualification for
taxation as a REIT, limitations in the agreements governing our debt, the availability to us of debt and equity capital, our expectation of our future capital requirements and
operating performance, and our expected needs for and availability of cash to pay our obligations. Other real estate companies and REITs may calculate FFO attributable to
common shareholders and Normalized FFO attributable to common shareholders differently than we do.

Our calculations of FFO attributable to common shareholders and Normalized FFO attributable to common shareholders for the three and six months ended June 30, 2021 and
2020 and reconciliations of net income (loss) attributable to common shareholders, the most directly comparable financial measure under GAAP reported in our condensed
consolidated financial statements, to FFO attributable to common shareholders and Normalized FFO attributable to common shareholders appear in the following table. This table
also provides a comparison of distributions to shareholders, FFO attributable to common shareholders and Normalized FFO attributable to common shareholders and net income
(loss) attributable to common shareholders per share for these periods.
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 Three Months Ended June 30, Six Months Ended June 30,
 2021 2020 2021 2020
Net loss attributable to common shareholders $ (34,222) $ (26,072) $ (101,727) $ (16,337)
Depreciation and amortization 67,888 68,825 134,041 137,255 
(Gain) loss on sale of properties (30,760) 168 (30,638) (2,614)
Impairment of assets — 31,175 (174) 42,409 
Losses (gains) on equity securities, net 3,849 (11,974) 12,188 (2,031)
FFO adjustments attributable to noncontrolling interest (5,275) (5,275) (10,548) (10,550)
Adjustments to reflect our share of FFO attributable to an equity method investment (3,005) 1,601 (969) (2,814)

FFO attributable to common shareholders (1,525) 58,448 2,173 145,318 

Acquisition and certain other transaction related costs 12,071 87 12,071 750 
Gain on lease termination — — — (22,896)
Loss on early extinguishment of debt 370 181 2,410 427 
Adjustments to reflect our share of Normalized FFO attributable to an equity method investment 1,299 993 1,384 9,127 

Normalized FFO attributable to common shareholders $ 12,215 $ 59,709 $ 18,038 $ 132,726 

Weighted average common shares outstanding (basic) 237,871 237,700 237,853 237,684 

Weighted average common shares outstanding (diluted) 237,871 237,700 237,853 237,684 

Per common share data (basic and diluted):
Net loss attributable to common shareholders $ (0.14) $ (0.11) $ (0.43) $ (0.07)

FFO attributable to common shareholders $ (0.01) $ 0.25 $ 0.01 $ 0.61 

Normalized FFO attributable to common shareholders $ 0.05 $ 0.25 $ 0.08 $ 0.56 

Distributions declared $ 0.01 $ 0.01 $ 0.02 $ 0.16 

Property Net Operating Income (NOI)

We calculate NOI as shown below. The calculation of NOI excludes certain components of net income (loss) in order to provide results that are more closely related to our
property level results of operations. We define NOI as income from our real estate less our property operating expenses. NOI excludes amortization of capitalized tenant
improvement costs and leasing commissions that we record as depreciation and amortization. We use NOI to evaluate individual and company-wide property level performance.
Other real estate companies and REITs may calculate NOI differently than we do.
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The calculation of NOI by reportable segment is included above in this Item 2. The following table includes the reconciliation of net income (loss) to NOI for the three and six
months ended June 30, 2021 and 2020, respectively.

Three Months Ended June 30, Six Months Ended June 30,
2021 2020 2021 2020

Reconciliation of Net Income (Loss) to NOI:     
Net loss $ (32,645) $ (24,742) $ (98,828) $ (13,599)

Income tax expense 191 1,126 429 683 
Loss from continuing operations before income tax expense (32,454) (23,616) (98,399) (12,916)

Loss on early extinguishment of debt 370 181 2,410 427 
Gain on lease termination — — — (22,896)
Interest expense 67,657 43,974 127,748 85,624 
Interest and other income (16,038) (7,736) (18,873) (7,874)
Losses (gains) on equity securities, net 3,849 (11,974) 12,188 (2,031)
(Gain) loss on sale of properties (30,760) 168 (30,638) (2,614)
Impairment of assets — 31,175 (174) 42,409 
Acquisition and certain other transaction related costs 12,071 87 12,071 750 
General and administrative 9,126 7,312 16,668 16,144 
Depreciation and amortization 67,888 68,825 134,041 137,255 

Total NOI $ 81,709 $ 108,396 $ 157,042 $ 234,278 

Office Portfolio NOI $ 61,483 $ 64,617 $ 123,513 $ 130,681 
SHOP NOI 10,636 33,082 14,504 81,172 
Non-Segment NOI 9,590 10,697 19,025 22,425 

Total NOI $ 81,709 $ 108,396 $ 157,042 $ 234,278 

LIQUIDITY AND CAPITAL RESOURCES

Our principal sources of cash to meet operating and capital expenses, pay debt service obligations and make distributions to our shareholders are the operating cash flows we
generate as rental income from our leased properties, residents fees and services revenues from our managed communities, borrowings under our revolving credit facility and
proceeds from the disposition of certain properties. We believe that these sources will be sufficient to meet our operating and capital expenses, pay debt service obligations and
make distributions to our shareholders for the next 12 months and for the foreseeable future thereafter. Our future cash flows from operating activities will depend primarily upon:

• our ability to receive rents from our tenants, including in light of the COVID-19 pandemic and its impact on our tenants' businesses;

• our ability to maintain or increase the occupancy of, and the rental rates at, our properties or reduce the extent of the declines in occupancy and rental rates in response to
the COVID-19 pandemic and current economic conditions, particularly at our senior living communities;

• our ability to control operating expenses and capital expenses at our properties, including increased operating expenses that we may incur in response to the COVID-19
pandemic; and

• each manager's ability to manage our managed senior living communities, including throughout the COVID-19 pandemic, to maintain or increase our returns and to
reduce the extent of the declines in our returns.

We continue to carefully monitor the developments of the COVID-19 pandemic and the resulting economic conditions and their impact on our tenants, managers, operators
and other stakeholders, including at our senior living communities.
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In February 2021, we issued $500.0 million aggregate principal amount of 4.375% senior notes due 2031. We used net proceeds from this offering to prepay in full our $200.0
million term loan and used the remaining net proceeds and cash on hand to redeem all of our outstanding 6.75% senior notes due 2021 for a redemption price equal to the principal
amount of $300.0 million plus accrued and unpaid interest of $10.1 million in June 2021, when these notes became redeemable with no prepayment premium. In addition, on
March 31, 2021, we borrowed $800.0 million under our revolving credit facility as a precautionary measure to increase our cash position and preserve financial flexibility in light
of continued uncertainties related to the COVID-19 pandemic. Although we have taken steps to enhance our ability to maintain sufficient liquidity, a protracted negative economic
impact resulting from the COVID-19 pandemic may cause further increased pressure on our ability to satisfy financial and other covenants. We may fail to satisfy covenants and
conditions under our credit agreement or fail to satisfy our public debt covenants. As of June 30, 2021, our ratio of consolidated income available for debt service to debt service
was below the 1.5x incurrence requirement under our revolving credit facility and our public debt covenants as the effects of the COVID-19 pandemic continued to adversely
impact our operations. We are not allowed to incur additional debt while this ratio is below 1.5x. For additional responses and measures taken relating to the COVID-19 pandemic,
see Part II, Item 7, "Management's Discussion and Analysis of Financial Condition and Results of Operations—Liquidity and Capital Resources” in our Annual Report and Note 4
to our condensed consolidated financial statements included in Part I, Item 1 of this Quarterly Report on Form 10-Q.

During the six months ended June 30, 2021, we sold five properties for an aggregate sales price of $104.5 million, excluding closing costs. The measures we have taken to
enhance our ability to maintain sufficient liquidity may not sufficiently offset the decrease in cash flows from operations and capital investments we make, particularly during the
COVID-19 pandemic, in which case our liquidity would be negatively impacted.

The following is a summary of our sources and uses of cash flows for the periods presented, as reflected in our condensed consolidated statements of cash flows (dollars in
thousands):

 Six Months Ended June 30,
 2021 2020
Cash and cash equivalents and restricted cash at beginning of period $ 90,849 $ 52,224 

Net cash provided by (used in):
Operating activities 27,046 110,673 
Investing activities 19,589 (7,397)
Financing activities 770,605 (61,732)

Cash and cash equivalents and restricted cash at end of period $ 908,089 $ 93,768 

Our Operating Liquidity and Resources

We generally receive minimum rents from our tenants monthly or quarterly, we receive residents fees and services revenues, net of expenses, from our managed senior living
communities monthly and we receive percentage rents from certain of our senior living community tenants monthly, quarterly or annually.

The decrease in cash provided by operating activities for the six months ended June 30, 2021 compared to the prior period was primarily due to the impact of the COVID-19
pandemic on the senior living communities in our SHOP segment, along with reduced NOI as a result of dispositions of properties during 2020 and 2021. As previously disclosed,
we expect that the transition of the management of the 108 senior living communities from Five Star to other third party managers will be completed before year end 2021. We
also expect to incur costs related to retention and other transition costs for these communities, which costs may be significant. For the three and six months ended June 30, 2021,
we recorded $11.9 million of these costs to acquisition and certain other transaction related costs in our condensed consolidated statements of comprehensive income (loss).

As noted elsewhere in this Quarterly Report on Form 10-Q and in our Annual Report, the COVID-19 pandemic has had a substantial adverse impact on our industries.
Depending on the duration and severity of this pandemic and the resulting economic conditions, our tenants', managers' and operators' businesses may become significantly
adversely affected, which may result in our tenants failing to pay rent to us or not renewing their leases upon expiration and in our senior living community managers realizing
decreased returns from our senior living communities. As of August 2, 2021, we granted requests for certain of our tenants to defer rent payments totaling $1.8 million. As of
June 30, 2021, we recognized an increase in our accounts receivable balance related to these deferred rent payments of $0.4 million. These tenants are obligated to pay, in most
cases, the deferred rents in 12 equal monthly installments, which payments have commenced. For the three months ended June 30, 2021, we collected approximately 99% of our
contractual rents due from tenants in our Office Portfolio segment. While these deferred amounts have not negatively impacted our results of operations, the deferred rents have
temporarily reduced our operating cash
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flows. We are handling requests from our tenants for relief on an individual basis. As it relates to our SHOP segment, we have also deferred approximately $22.2 million of payroll
taxes as allowed under the CARES Act. These deferred payroll taxes were included in other liabilities in our condensed consolidated balance sheet as of June 30, 2021 and we
expect to pay these deferred taxes in the second half of 2021.

Our Investing Liquidity and Resources

The change in cash provided by (used in) investing activities for the six months ended June 30, 2021 compared to the prior period was primarily due to higher proceeds from
the sale of real estate properties in the 2021 period compared to the 2020 period, partially offset by an increase in real estate improvements in the 2021 period compared to the
2020 period.

The following is a summary of capital expenditures, development, redevelopment and other activities for the periods presented (dollars in thousands):

 Three Months Ended June 30, Six Months Ended June 30,
 2021 2020 2021 2020
Office Portfolio segment capital expenditures:
   Lease related costs $ 10,044 $ 3,918 $ 18,402 $ 8,882 
   Building improvements 4,437 3,708 6,613 6,373 
SHOP segment fixed assets and capital improvements 19,283 8,505 41,813 21,423 

Recurring capital expenditures $ 33,764 $ 16,131 $ 66,828 $ 36,678 

Development, redevelopment and other activities - Office Portfolio segment $ 9,689 $ 14,941 $ 22,407 $ 23,155 
Development, redevelopment and other activities - SHOP segment 5,345 6,570 11,437 14,999 

Total development, redevelopment and other activities $ 15,034 $ 21,511 $ 33,844 $ 38,154 

(1) Office Portfolio segment lease related costs generally include capital expenditures to improve tenants' space or amounts paid directly to tenants to improve their space and
other leasing related costs, such as brokerage commissions and tenant inducements.

(2) Office Portfolio segment building improvements generally include expenditures to replace obsolete building components that extend the useful life of existing assets or
other improvements to increase the marketability of the property.

(3) Development, redevelopment and other activities generally include capital expenditures that reposition a property or result in new sources of revenue.

During the three and six months ended June 30, 2021, we invested $0.6 million and $0.8 million, respectively, in revenue producing capital improvements at certain of our
triple net leased senior living communities leased to private operators, and, as a result, annual rent payable to us increased by approximately $0.04 million and $0.05 million,
respectively, pursuant to the terms of the applicable leases. We used cash on hand to fund these purchases. These capital improvement amounts are not included in the table above.

We plan to continue investing capital in our senior living communities to better position these communities in their respective markets in order to increase our returns in future
years. Our ability to make capital investments is currently limited to $350.0 million per year pursuant to our credit agreement through the Amendment Period.

As of June 30, 2021, we have estimated unspent leasing related obligations at our triple net leased senior living communities and our medical office and life science properties
of approximately $49.6 million, of which we expect to spend approximately $43.4 million during the next 12 months. We expect to fund these obligations using operating cash
flows we generate as rental income from our leased properties, residents fees and services revenues from our managed communities, cash on hand and proceeds from the
disposition of certain properties.

Our redevelopment in San Diego, CA has been substantially completed and we expect to incur additional leasing costs in 2021 to lease the remaining available space. During
the six months ended June 30, 2021, we entered into five leases with a weighted (by annualized rental income) average lease term of approximately 11 years at a weighted average
rental rate that is approximately 22% higher than the prior rental rate for the same space at this San Diego, CA property. As of August 2, 2021,

(1)

 (2)

(3)

(3)
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we have executed new leases for an aggregate 85% of the leasable square footage at this property. We are currently in the process of redeveloping two properties in our Office
Portfolio located in Tempe, AZ and Lexington, MA. These redevelopment projects may require significant capital expenditures and time to complete. We have continued to
progress on our redevelopments during 2021 and continue to assess opportunities to redevelop other properties in our portfolio.

In June 2021, we terminated a previously announced agreement to acquire a property which is adjacent to one of our existing properties located in Silver Springs, Maryland.

As noted above, our ability to make capital investments is currently limited pursuant to our credit agreement through the Amendment Period. For further information regarding
our acquisitions and dispositions, see Note 2 to our condensed consolidated financial statements included in Part I, Item 1 of this Quarterly Report on Form 10-Q.

Our Financing Liquidity and Resources

The change in cash provided by (used in) financing activities for the six months ended June 30, 2021 compared to the prior period was primarily due to increased net
borrowings under our revolving credit facility, net proceeds from our issuance in February 2021 of $500.0 million aggregate principal amount of our 4.75% senior notes, decreased
term loan repayment amounts in the 2021 period compared to the 2020 period, and a reduction in distributions paid to our shareholders in the 2021 period, partially offset by
increased senior unsecured notes repayment amounts in the 2021 period compared to the 2020 period and net proceeds from our issuance in June 2020 of $1.0 billion aggregate
principal amount of our 9.75% senior notes.

As of June 30, 2021, we had $849.1 million of cash and cash equivalents and were fully drawn under our revolving credit facility. We typically use cash balances, borrowings
under our revolving credit facility, net proceeds from offerings of debt or equity securities, net proceeds from the disposition of assets and the cash flows from our operations to
fund our operations, debt repayments, distributions, property acquisitions, investments, capital expenditures and other general business purposes.

In order to fund investments and to meet cash needs that may result from timing differences between our receipt of rents and our desire or need to make distributions or pay
operating or capital expenses, we maintain a revolving credit facility. The maturity date of our revolving credit facility is January 15, 2022, and, subject to the payment of an
extension fee and meeting other conditions, we have two, one year options to extend the maturity date of the facility to January 2024. Our revolving credit facility generally
provides that we can borrow, repay and re-borrow funds available under our revolving credit facility until maturity, and no principal repayment is due until maturity. At June 30,
2021, our revolving credit facility required interest to be paid on borrowings at the annual rate of 2.9%, plus a facility fee of 30 basis points per annum on the total amount of
lending commitments under the facility. The interest rate premium and facility fee are each subject to adjustment based upon changes to our credit ratings. On March 31, 2021, we
borrowed $800.0 million under our revolving credit facility as a precautionary measure to increase our cash position and preserve financial flexibility in light of continued
uncertainties related to the COVID-19 pandemic. As of June 30, 2021 and August 2, 2021, we were fully drawn under our revolving credit facility.

In January 2021, we amended our credit and term loan agreements in order to provide us with certain flexibility in light of continued uncertainties related to the COVID-19
pandemic. Pursuant to the amendments:

• certain of the financial covenants under our credit and term loan agreements, including covenants that require us to maintain certain financial ratios, have been waived
through the Amendment Period;

• the revolving credit facility commitments have been reduced from $1.0 billion to $800.0 million;

• we pledged certain equity interests of subsidiaries owning properties to secure our obligations under our credit and term loan agreements and agreed to provide first
mortgage liens on 62 medical office and life science properties with an aggregate gross book value of real estate assets of $1.0 billion as of June 30, 2021 to secure our
obligations, which pledges and/or mortgage liens may be removed or new ones may be added during the Amendment Period based on outstanding debt amounts, among
other things;

• we have the ability to fund $350.0 million of capital expenditures per year and we are restricted in our ability to acquire real property as defined in our credit agreement;

• the interest rate premium over LIBOR under our revolving credit facility and term loan increased by 30 basis points;
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• certain covenants and restrictions on distributions to common shareholders, share repurchases, capital expenditures, acquiring additional properties and incurring
additional indebtedness (in each case subject to various exceptions), and the minimum liquidity requirement of $200.0 million will remain in place during the Amendment
Period; and

• we are generally required to apply the net cash proceeds from the disposition of assets, capital markets transactions, and debt financings to the repayment of any amounts
outstanding under our revolving credit facility.

Generally, when significant amounts are outstanding under our revolving credit facility, or as the maturities of our indebtedness approach, we intend to explore refinancing
alternatives. Such alternatives may include incurring additional debt, selling certain properties and issuing new equity securities. In addition, we may also seek to expand our
existing joint venture arrangements or to participate in additional joint ventures or other arrangements that may provide us additional sources of financing. We currently have an
effective shelf registration statement that allows us to issue public securities on an expedited basis, but it does not assure that there will be buyers for such securities. We may also
assume debt in connection with our acquisitions of properties or place new debt on properties we own.

During the six months ended June 30, 2021, we paid quarterly cash distributions to our shareholders totaling approximately $4.8 million using existing cash balances. On
July 15, 2021, we declared a quarterly distribution payable to common shareholders of record on July 26, 2021 in the amount of $0.01 per share, or approximately $2.4 million. We
expect to pay this distribution on or about August 19, 2021 using cash on hand. For further information regarding the distribution we paid during 2021, see Note 7 to our condensed
consolidated financial statements included in Part I, Item 1 of this Quarterly Report on Form 10-Q.

We believe we will have access to various types of financings, including debt or equity offerings, to fund our future acquisitions and to pay our debts and other obligations as
they become due, subject to limitations on debt offerings in agreements governing our debt. Our ability to complete, and the costs associated with, future debt transactions depends
primarily upon credit market conditions and our then creditworthiness. We have no control over market conditions. Our credit and debt ratings, which were recently downgraded,
depend upon evaluations by credit rating agencies of our business practices and plans, including our ability to maintain our earnings, to stagger our debt maturities and to balance
our use of debt and equity capital so that our financial performance and leverage ratios afford us flexibility to withstand any reasonably anticipated adverse changes. Similarly, our
ability to raise equity capital in the future will depend primarily upon equity capital market conditions and our ability to conduct our business to maintain and grow our operating
cash flows. We intend to conduct our business activities in a manner which will afford us reasonable access to capital for investment and financing activities, but we cannot be sure
that we will be able to successfully carry out that intention. It is uncertain what the duration and severity of the COVID-19 pandemic and its economic impact will be. A protracted
economic downturn may have various negative consequences including a decline in financing availability and increased costs for financing. Further, those conditions could also
disrupt capital markets and limit our access to financing from public sources, particularly if the global financial markets experience significant disruptions.

In February 2021, we issued $500.0 million aggregate principal amount of our 4.375% senior notes due 2031 in an underwritten public offering. These notes are guaranteed by
all of our subsidiaries, except for certain excluded subsidiaries, including pledged subsidiaries under our credit agreement. We used the net proceeds from this offering to prepay in
full our $200.0 million term loan which was scheduled to mature in September 2022. In June 2021, we used the remaining net proceeds from this offering and cash on hand to
redeem all of our outstanding 6.75% senior notes due 2021 for a redemption price equal to the principal amount of $300.0 million plus accrued and unpaid interest of $10.1
million, when these notes became redeemable with no prepayment premium. Our next significant debt maturity does not occur until $250.0 million of our senior notes mature in
May 2024.

In February 2021, Moody's Investors Service downgraded our senior unsecured debt rating from Ba2 to B1 and our 9.75% senior notes due 2025 rating from Ba1 to Ba3 and
assigned a Ba3 rating to our 4.375% senior notes due 2031, and Standard & Poor's Ratings Services downgraded our senior unsecured debt rating from BB to BB- and our 9.75%
senior notes due 2025 rating from BB+ to BB and assigned a BB rating to our 4.375% senior notes due 2031.

For further information regarding our outstanding debt, see Note 4 to our condensed consolidated financial statements included in Part I, Item 1 of this Quarterly Report on
Form 10-Q.

Except for the limitations in the amendments to our credit agreement described above, our strategy related to property acquisitions and dispositions is materially unchanged
from that disclosed in our Annual Report. Our plans for particular properties and other strategic considerations may cause us to change our acquisition and disposition strategies,
and we may do so at any time and without shareholder approval. Further, those plans may be further impacted by the COVID-19 pandemic.
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Debt Covenants

Our principal debt obligations at June 30, 2021 were: (1) outstanding borrowings under our $800.0 million revolving credit facility; (2) $2.9 billion outstanding principal
amount of senior unsecured notes; and (3) $683.5 million aggregate principal amount of mortgage notes (excluding premiums, discounts and net debt issuance costs) secured by
seven properties. For further information regarding our indebtedness, see Note 4 to our condensed consolidated financial statements included in Part I, Item 1 of this Quarterly
Report on Form 10-Q.

Our senior unsecured notes are governed by our senior unsecured notes indentures and their supplements. Our credit agreement and our senior unsecured notes indentures and
their supplements provide for acceleration of payment of all amounts outstanding upon the occurrence and continuation of certain events of default, such as, in the case of our
credit agreement, a change of control of us, as defined, which includes RMR LLC ceasing to act as our business and property manager. Our senior unsecured notes indentures and
their supplements and our credit agreement also contain covenants that restrict our ability to incur debts, including debts secured by mortgages on our properties, in excess of
calculated amounts and require us to maintain various financial ratios, and our credit agreement contains covenants that restrict our ability to make distributions to our shareholders
in certain circumstances. As of June 30, 2021, our ratio of consolidated income available for debt service to debt service was below the 1.5x incurrence requirement under our
revolving credit facility and our public debt covenants as the effects of the COVID-19 pandemic continued to adversely impact our operations. We are not allowed to incur
additional debt while this ratio is below 1.5x, and as such, prior to falling below the 1.5x incurrence requirement, we borrowed $800.0 million under our revolving credit facility as
a precautionary measure to increase our cash position and preserve financial flexibility in light of continued uncertainties related to the COVID-19 pandemic. The proceeds from
this borrowing may be used for general business purposes. As of June 30, 2021, we believe we were in compliance with all of the other covenants under our senior unsecured notes
indentures and their supplements, our credit agreement and our other debt obligations. Although we have taken steps to enhance our ability to maintain sufficient liquidity, as noted
elsewhere in this Quarterly Report on Form 10-Q, a protracted negative economic impact resulting from the COVID-19 pandemic may cause increased pressure on our ability to
satisfy financial and other covenants. Continued availability of borrowings under our revolving credit facility is subject to our satisfying certain financial covenants and other credit
facility conditions. If our operating results and financial condition are significantly negatively impacted by the economic conditions or otherwise, we may fail to satisfy covenants
and conditions under our credit agreement or fail to satisfy our public debt covenants. Further, if we believe we would not be able to satisfy our financial or other covenants, we
would seek waivers, amendments, or in the case of our public debt covenants, draw upon any undrawn amounts if again available from our revolving credit facility prior to any
covenant violation, consistent with our previous approach in March 2021, which may lead to increased costs and interest rates, additional restrictive covenants or other lender
protections. We can provide no assurance that we would be able to obtain these waivers or amendments or repay the related debt facilities when due, which would lead to an event
of default or potential acceleration of amounts due on our outstanding debt.

Neither our senior unsecured notes indentures and their supplements, nor our credit agreement, contain provisions for acceleration which could be triggered by our debt
ratings. However, under our credit agreement, our senior unsecured debt ratings are used to determine the fees and interest rates we pay. Accordingly, following our debt ratings
downgrades, our interest expense and related costs under our credit agreement has increased. See "—Our Financing Liquidity and Resources" above for information regarding
recent downgrades of our issuer credit rating and senior unsecured debt rating that resulted in a change in the interest rate premiums under our revolving credit facility and term
loan.

Our senior unsecured notes indentures and their supplements contain cross default provisions to any other debts of more than $20.0 million ($50.0 million or more in the case
of our senior unsecured notes indentures and supplements entered in February 2016, February 2018, June 2020 and February 2021). Similarly, our credit agreement has cross
default provisions to other indebtedness that is recourse of $25.0 million or more and indebtedness that is non-recourse of $75.0 million or more.

The loan agreements governing the aggregate $620.0 million secured debt financing on the property owned by our joint venture contain customary covenants and provide for
acceleration of payment of all amounts due thereunder upon the occurrence and continuation of certain events of default.

Supplemental Guarantor Information

In March 2020, the SEC released Release No. 33-10762, Financial Disclosures About Guarantors and Issuers of Guaranteed Securities and Affiliates Whose Securities
Collateralize a Registrant's Securities, or Release 33-10762. Release 33-10762 amended the disclosure requirements related to certain registered securities under SEC Regulation
S-X, Rules 3-10 and 3-16, permitting registrants to provide certain alternative financial disclosures and non-financial disclosures in lieu of
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separate consolidating financial statements for subsidiary issuers and guarantors of registered debt securities if certain conditions are met.

On May 28, 2020, we issued $1.0 billion of our 9.75% senior notes due 2025. On February 3, 2021, we issued $500.0 million of our 4.375% senior notes due 2031. As of
June 30, 2021, all $1.0 billion of our 9.75% senior notes due 2025 and all $500.0 million of our 4.375% senior notes due 2031 were fully and unconditionally guaranteed, on a joint
and several basis and on a senior unsecured basis, by all of our subsidiaries, except for certain excluded subsidiaries, including pledged subsidiaries under our credit agreement.
The notes and the guarantees are effectively subordinated to all of our and the subsidiary guarantors' secured indebtedness, respectively, to the extent of the value of the collateral
securing such secured indebtedness, and are structurally subordinated to all indebtedness and other liabilities and any preferred equity of any of our subsidiaries that do not
guarantee the notes. Our remaining $1.35 billion of senior unsecured notes do not have the benefit of any guarantees as of June 30, 2021.

A subsidiary guarantor's guarantee of our 9.75% senior notes due 2025 and our 4.375% senior notes due 2031, as applicable, and all other obligations of such subsidiary
guarantor under the indenture governing the notes will automatically terminate and such subsidiary guarantor will automatically be released from all of its obligations under such
subsidiary guarantee and the indenture under certain circumstances, including on or after the date (a) the notes have an investment grade rating from two rating agencies and one of
such investment grade ratings is a mid-BBB investment grade rating and (b) no default or event of default has occurred and is continuing under the indenture. Our non-guarantor
subsidiaries are separate and distinct legal entities and have no obligation, contingent or otherwise, to pay any amounts due on our 9.75% senior notes due 2025 or our 4.375%
senior notes due 2031 or the respective guarantees, or to make any funds available therefor, whether by dividend, distribution, loan or other payments. The rights of holders of our
9.75% senior notes due 2025 and our 4.375% senior notes due 2031, as applicable, to benefit from any of the assets of our non-guarantor subsidiaries are subject to the prior
satisfaction of claims of those subsidiaries' creditors and any preferred equity holders. As a result, our 9.75% senior notes due 2025 and our 4.375% senior notes due 2031 and the
respective guarantees are structurally subordinated to all indebtedness, guarantees and other liabilities of our subsidiaries that do not guarantee our 9.75% senior notes due 2025
and our 4.375% senior notes due 2031, including guarantees of other indebtedness of ours, payment obligations under lease agreements, trade payables and preferred equity.

The following tables present summarized financial information for guarantor entities and issuer, on a combined basis after eliminating (i) intercompany transactions and
balances among the guarantor entities and (ii) equity in earnings from, and any investments in, any subsidiary that is a non-guarantor (dollars in thousands):

As of June 30, 2021 As of December 31, 2020
Real estate properties, net $ 4,092,063 $ 4,097,573 
Other assets, net 1,105,632 285,747 
Total assets $ 5,197,695 $ 4,383,320 

Indebtedness, net $ 3,610,731 $ 2,815,049 
Other liabilities 285,967 252,956 
Total liabilities $ 3,896,698 $ 3,068,005 

Six Months Ended June 30, 2021
Revenues $ 575,540 
Expenses 625,053 
Loss from continuing operations (160,716)
Net loss (161,145)
Net loss attributable to DHC (161,145)
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Related Person Transactions

We have relationships and historical and continuing transactions with RMR LLC, RMR Inc., Five Star and others related to them. For further information about these and
other such relationships and related person transactions, see Notes 9, 10 and 11 to our condensed consolidated financial statements included in Part I, Item 1 of this Quarterly
Report on Form 10-Q, our Annual Report, our definitive Proxy Statement for our 2021 Annual Meeting of Shareholders and our other filings with the SEC. In addition, see the
section captioned “Risk Factors” of our Annual Report for a description of risks that may arise as a result of these and other related person transactions and relationships. We may
engage in additional transactions with related persons, including businesses to which RMR LLC or its subsidiaries provide management services.

Impact of Government Reimbursement

For the six months ended June 30, 2021, substantially all of our NOI was generated from properties where a majority of the revenues are derived from our tenants' and
residents' private resources, and a small amount of our NOI was generated from properties where a majority of the revenues are derived from Medicare and Medicaid payments.
Nonetheless, we own, and our tenants, managers and operators operate, facilities in many states that participate in federal and state healthcare payment programs, including the
federal Medicare and state Medicaid programs and other federal and state healthcare payment programs. Also, some of our medical office and life science property tenants
participate in federal Medicare and state Medicaid programs and other government healthcare payment programs.

Under the CARES Act, HHS established a Provider Relief Fund as noted elsewhere in this Quarterly Report on Form 10-Q. We have recognized $18,181 as other income with
respect to our SHOP segment for the six months ended June 30, 2021.

For more information regarding the government healthcare funding and regulation of our business, please see the section captioned “Business—Government Regulation and
Reimbursement” in our Annual Report and the section captioned “Management's Discussion and Analysis of Financial Condition and Results of Operations—Impact of
Government Reimbursement” in our Annual Report.

Item 3.  Quantitative and Qualitative Disclosures About Market Risk.

We are exposed to risks associated with market changes in interest rates. We manage our exposure to this market risk by monitoring available financing alternatives. Our
strategy to manage exposure to changes in interest rates has not materially changed since December 31, 2020. Other than as described below, we do not currently foresee any
significant changes in our exposure to fluctuations in interest rates or in how we manage this exposure in the near future.

Although we have no present plans to do so, we may in the future enter into hedge arrangements or derivative contracts from time to time to mitigate our exposure to changes
in interest rates.
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Fixed Rate Debt

At June 30, 2021, our outstanding fixed rate debt included the following (dollars in thousands):

  Annual Annual   
 Principal Interest Interest  Interest
Debt Balance  Rate  Expense Maturity Payments Due
Senior unsecured notes $ 250,000 4.750 % $ 11,875 2024 Semi-Annually
Senior unsecured notes 1,000,000 9.750 % 97,500 2025 Semi-Annually
Senior unsecured notes 500,000 4.750 % 23,750 2028 Semi-Annually
Senior unsecured notes 500,000 4.375 % 21,875 2031 Semi-Annually
Senior unsecured notes 350,000 5.625 % 19,688 2042 Quarterly
Senior unsecured notes 250,000 6.250 % 15,625 2046 Quarterly
Mortgage note 11,485 6.280 % 721 2022 Monthly
Mortgage note 10,603 4.850 % 514 2022 Monthly
Mortgage note 15,632 5.750 % 899 2022 Monthly
Mortgage note 15,427 6.640 % 1,024 2023 Monthly
Mortgage notes 620,000 3.530 % 21,886 2026 Monthly
Mortgage note 10,355 4.444 % 460 2043 Monthly
 $ 3,533,502 $ 215,817   

(1) The principal balances and interest rates are the amounts stated in the applicable contracts. In accordance with GAAP, our carrying values and recorded interest expense
may differ from these amounts because of market conditions at the time we assumed certain of these debts. This table does not include obligations under finance leases.

(2) The life science property encumbered by these mortgages is owned in a joint venture arrangement in which we own a 55% equity interest. The principal amounts listed in
the table for these debts have not been adjusted to reflect the equity interest in the joint venture that we do not own.

No principal repayments are due under our unsecured notes until maturity. Our mortgage notes generally require principal and interest payments through maturity pursuant to
amortization schedules. Because these debts require interest to be paid at a fixed rate, changes in market interest rates during the term of these debts will not affect our interest
obligations. If these debts were refinanced at interest rates which are one percentage point higher or lower than shown above, our annual interest cost would increase or decrease by
approximately $35.3 million.

Changes in market interest rates also would affect the fair value of our fixed rate debt obligations; increases in market interest rates decrease the fair value of our fixed rate
debt, while decreases in market interest rates increase the fair value of our fixed rate debt. Based on the balances outstanding at June 30, 2021, and discounted cash flows analyses
through the respective maturity dates, and assuming no other changes in factors that may affect the fair value of our fixed rate debt obligations, a hypothetical immediate one
percentage point increase in interest rates would change the fair value of those obligations by approximately $31.4 million.

Our senior unsecured notes and certain of our mortgages contain provisions that allow us to make repayments earlier than the stated maturity date. In some cases, we are not
allowed to make early repayment prior to a cutoff date and we are generally allowed to make prepayments only at a premium equal to a make whole amount, as defined, which is
generally designed to preserve a stated yield to the noteholder. In the past, we have repurchased and retired some of our outstanding debt and we may do so again in the future.
These prepayment rights and our ability to repurchase and retire outstanding debt may afford us opportunities to mitigate the risk of refinancing our debts at maturity at higher rates
by refinancing prior to maturity.

Floating Rate Debt

At June 30, 2021, our floating rate debt obligations consisted of $800.0 million outstanding under our revolving credit facility. Our revolving credit facility matures in January
2022, and, subject to the payment of an extension fee and meeting other conditions, we have two, one year options to extend the maturity date of the facility to January 2024.
Generally, no principal repayments are required under our revolving credit facility prior to maturity, and we can borrow, repay and re-borrow funds available, subject to conditions,
at any time without penalty.

(1) (1)

(2)
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Borrowings under our revolving credit facility are in U.S. dollars and interest is required to be paid at the rate of LIBOR plus a premium that is subject to adjustment based
upon changes to our credit ratings. Accordingly, we are exposed to interest rate risk for changes in U.S. dollar based short term rates, specifically LIBOR, and to changes in our
credit ratings. In addition, upon renewal or refinancing of our revolving credit facility, we are vulnerable to increases in interest rate premiums due to market conditions or our
perceived credit characteristics. Generally, a change in interest rates would not affect the value of our floating rate debt but would affect our operating results.

The following table presents the impact a one percentage point increase in interest rates would have on our annual floating rate interest expense as of June 30, 2021 (dollars in
thousands except per share amounts):

 Impact of Changes in Interest Rates
  Outstanding Total Interest Annual Earnings
 Interest Rate  Floating Rate Debt Expense Per Year Per Share Impact 
At June 30, 2021 2.85 % $ 800,000 $ 22,800 $ 0.10 
One percentage point increase 3.85 % $ 800,000 $ 30,800 $ 0.13 

(1) Interest rate under our revolving credit facility as of June 30, 2021.
(2) Based on weighted average number of shares outstanding (basic and diluted) for the six months ended June 30, 2021.

The foregoing table shows the impact of an immediate increase in floating interest rates. If interest rates were to increase gradually over time, the impact would be spread over
time. Our exposure to fluctuations in floating interest rates will increase or decrease in the future with increases or decreases in the amount of our borrowings outstanding under
our revolving credit facility or other floating rate debt.

LIBOR Phase Out

LIBOR is currently expected to be phased out for new contracts by December 31, 2021 and for pre-existing contracts by June 30, 2023. We are required to pay interest on
borrowings under our revolving credit facility at floating rates based on LIBOR. Interest we may pay on any future debt that we may incur may also require that we pay interest
based upon LIBOR. We currently expect that the determination of interest under our credit facility agreement would be revised as provided under the agreement or amended as
necessary to provide for an interest rate that approximates the existing interest rate as calculated in accordance with LIBOR. Despite our current expectations, we cannot be sure
that, if LIBOR is phased out or transitioned, the changes to the determination of interest under our agreement would approximate the current calculation in accordance with
LIBOR. We do not know what standard, if any, will replace LIBOR if it is phased out or transitioned.

Item 4.  Controls and Procedures.
 
As of the end of the period covered by this Quarterly Report on Form 10-Q, our management carried out an evaluation, under the supervision and with the participation of our

President and Chief Executive Officer and our Chief Financial Officer and Treasurer, of the effectiveness of our disclosure controls and procedures pursuant to Rules 13a-15 and
15d-15 under the Securities Exchange Act of 1934, as amended. Based upon that evaluation, our President and Chief Executive Officer and our Chief Financial Officer and
Treasurer concluded that our disclosure controls and procedures are effective.

There have been no changes in our internal control over financial reporting during the quarter ended June 30, 2021 that have materially affected, or are reasonably likely to
materially affect, our internal control over financial reporting.

(1) (2)
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Warning Concerning Forward-Looking Statements

This Quarterly Report on Form 10-Q contains statements that constitute forward-looking statements within the meaning of the Private Securities Litigation Reform Act
of 1995 and other securities laws. Also, whenever we use words such as “believe”, “expect”, “anticipate”, “intend”, “plan”, “estimate”, “will”, “may” and negatives or derivatives
of these or similar expressions, we are making forward-looking statements. These forward-looking statements are based upon our present intent, beliefs or expectations, but
forward-looking statements are not guaranteed to occur and may not occur. Forward-looking statements in this Quarterly Report on Form 10-Q relate to various aspects of our
business, including:

• The duration and severity of the COVID-19 pandemic and its impact on us and our tenants', managers' and operators' businesses, including the ability of our tenants and
senior living community residents to pay rent to us,

• Our ability to pay distributions to our shareholders and to sustain the amount of such distributions,

• The ability of our senior living community managers to minimize the negative impact from the COVID-19 pandemic on our senior living communities and to manage
them profitably and increase our returns,

• Our belief that we are well positioned to weather the present disruptions facing the real estate industry and, in particular, the real estate healthcare industry, including the
senior living industry,

• Our belief that the healthcare sector and many of our tenants, managers and operators provide essential services across the United States and the implication that our and
our tenants', managers' and operators' businesses will remain open to provide such essential services,

• Our expectations regarding the quality and future performance of the new third party managers of the 41 senior living communities we have recently transitioned from
Five Star and the 35 senior living communities we expect to transition from Five Star in the near term,

• Our expectation that we will execute agreements to transition 32 of our senior living communities that are currently being managed by Five Star to new managers by the
end of 2021,

• Whether the aging U.S. population and increasing life spans of seniors will increase the demand for senior living communities and other medical and healthcare related
properties and healthcare services,

• Our ability to retain our existing tenants, attract new tenants and maintain or increase current rental rates on terms as favorable to us as our prior leases,

• The credit qualities of our tenants,

• Our ability to compete for tenancies and acquisitions effectively,

• Our potential receipt of any additional funding under the CARES Act,

• Our expectation that our redevelopment projects will be completed on budget by the estimated completion dates,

• Our acquisitions and sales of properties,

• Our closures of senior living communities,

• Our ability to raise debt or equity capital,

• Our ability to complete dispositions,

• The future availability of borrowings under our revolving credit facility,

• Our policies and plans regarding investments, financings and dispositions,

• Whether we may contribute additional properties to our joint venture and receive proceeds from the other investors in the joint venture in connection with those
contributions,
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• Our ability to pay interest on and principal of our debt,

• Our ability to appropriately balance our use of debt and equity capital,

• Our credit ratings,

• Our expectation that we benefit from our relationships with RMR LLC,

• Our qualification for taxation as a REIT, and

• Other matters.

Our actual results may differ materially from those contained in or implied by our forward-looking statements. Forward-looking statements involve known and unknown risks,
uncertainties and other factors, some of which are beyond our control. Risks, uncertainties and other factors that could have a material adverse effect on our forward-looking
statements and upon our business, results of operations, financial condition, FFO attributable to common shareholders, Normalized FFO attributable to common shareholders, NOI,
cash flows, liquidity and prospects include, but are not limited to:

• The impacts of the COVID-19 pandemic and its aftermath on us and our tenants', managers' and operators' businesses,

• The impact of conditions in the economy and the capital markets on us and our tenants, managers and operators,

• Compliance with, and changes to, federal, state and local laws and regulations, accounting rules, tax laws and similar matters,

• Limitations imposed on our business and our ability to satisfy complex rules in order for us to maintain our qualification for taxation as a REIT for U.S. federal income
tax purposes,

• Competition within the healthcare and real estate industries, particularly in those markets in which our properties are located,

• Actual and potential conflicts of interest with our related parties, including our Managing Trustees, Five Star, RMR LLC and others affiliated with them, and

• Acts of terrorism, outbreaks of pandemics, including the COVID-19 pandemic, or other manmade or natural disasters beyond our control.

For example:

• Under the current economic conditions, our tenants, managers and operators may not be able to profitably operate their businesses at our properties, our tenants may
become unable or unwilling to pay rent owed to us, or the managers or operators of our senior living communities may be unable to generate our minimum returns for
sustained periods as a result of the COVID-19 pandemic or otherwise. Additionally, our ability to borrow under our credit facility is subject to us satisfying financial and
other covenants, and if we default under our credit facility or other debt obligations due to the impacts of the COVID-19 pandemic or otherwise, we may be required to
repay our outstanding borrowings and other debt. Further, although we have taken steps to enhance our ability to maintain sufficient liquidity, unanticipated events, such
as emergencies in addition to, or as an expansion of, the current impacts of the COVID-19 pandemic, may require us to expend amounts not currently planned,

• This Quarterly Report on Form 10-Q states that vaccination clinics at senior living communities in our SHOP segment have been completed; however, even though
vaccinations have been administered, the senior living industry may not recover to pre-pandemic levels for an extended period of time or at all if market preferences and
practices result in older adults utilizing less services of the type offered at our communities,

• Five Star has experienced, and our other senior living community managers may experience, operating and financial challenges resulting from a number of factors, some
of which are beyond Five Star's or any such other manager's control, and which challenges impact our operating results from our managed senior living communities,
including, but not limited to:

47



Table of Contents

• The impact of conditions in the economy and the capital markets on Five Star and our other senior living community managers and their residents, clients and
other customers,

• Competition within the senior living and other health and wellness related services businesses,

• Older adults delaying or forgoing moving into senior living communities or purchasing health and wellness services from Five Star and our other senior living
community managers,

• Increases in Five Star's and our other senior living community managers' labor costs or in costs Five Star or any such other manager pays for goods and services,

• Increases in tort and insurance liability costs,

• Five Star's and our other senior living community managers' operating and debt leverage,

• Changes in Medicare or Medicaid policies and regulations or the possible future repeal, replacement or modification of these or other existing or proposed
legislation or regulations,

• Delays or nonpayment of government payments to Five Star or any of our other senior living community managers,

• Compliance with, and changes to, federal, state and local laws and regulations that could affect Five Star's and our other senior living community managers'
services or impose requirements, costs and administrative burdens that may reduce Five Star's and such other managers' ability to profitably operate their
businesses,

• Five Star's and our other senior living community managers' exposure to litigation and regulatory and government proceedings due to the nature of their
businesses, including adverse determinations resulting from government reviews, audits and investigations and unanticipated costs to comply with legislative or
regulatory developments, and

• Ongoing healthcare reform efforts, including continued efforts by third-party payers to reduce costs,

• We have not executed any new management agreement for the 32 remaining senior living communities to be transitioned from Five Star to other third party managers,
and we may be unable to identify new managers for those communities that we believe are sufficiently qualified or we may be unable to reach agreement with any such
managers on management terms before year end 2021 or at all, and any agreement we may reach with any such managers may not be on the terms we currently expect or
desire, and may not be equal to or more favorable to us than the terms of our current management arrangements with Five Star, and further, transitions may not be
successful and such managers may not be able to manage our senior living communities profitably or increase our returns,

• We own a significant number of Five Star common shares and we expect to own these shares for the foreseeable future. However, we may sell some or all of our Five Star
common shares, or our ownership interest in Five Star may otherwise be diluted in the future,

• Our current cash distribution rate to common shareholders is $0.01 per share per quarter, or $0.04 per share per year, due to the operating challenges and uncertain
economic challenges as a result of the COVID-19 pandemic. Our distribution rate may be set and reset from time to time by our Board of Trustees. Our Board of Trustees
will consider many factors when setting or resetting our distribution rate, including our historical and projected net income, Normalized FFO, requirements to maintain
our qualification for taxation as a REIT, limitations in the agreements governing our debt, the availability to us of debt and equity capital, our expectation of our future
capital requirements and operating performance, our expected needs for and availability of cash to pay our obligations and other factors deemed relevant by our Board of
Trustees in its discretion. Further, our projected cash available for distribution may change and may vary from our expectations. Accordingly, future distributions to our
shareholders may be increased or decreased and we cannot be sure as to the rate at which future distributions will be paid,

• Our ability to make future distributions to our shareholders and to make payments of principal and interest on our indebtedness depends upon a number of factors,
including our future earnings, the capital costs we incur to lease and operate our properties and our working capital requirements. We may be unable to pay our debt
obligations or to maintain our current rate of distributions on our common shares and future distributions may be reduced or eliminated,
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• We may be unable to repay our debt obligations when they become due,

• We intend to conduct our business activities in a manner that will afford us reasonable access to capital for investment and financing activities. However, we may not
succeed in this regard and we may not have reasonable access to capital,

• Subject to limitations on acquisitions in agreements governing our debt, we plan to selectively sell certain properties from time to time to fund future acquisitions, and to
strategically update, rebalance and reposition our investment portfolio, which we refer to as our capital recycling program. In addition, to reduce our leverage, we have
sold properties and other assets. We cannot be sure we will sell any of these properties or what the terms or timing of any such sales may be. In addition, in the case of our
capital recycling program, we cannot be sure that we will acquire replacement properties that improve the quality of our portfolio or our ability to increase our
distributions to shareholders, and, we may sell properties at prices that are less than expected and less than their carrying values and therefore incur losses,

• Contingencies in our acquisition and sale agreements that we may enter may not be satisfied and any acquisitions and sales pursuant to such agreements and any related
management arrangements we may expect to enter may not occur, may be delayed or the terms of such transactions or arrangements may change,

• The capital investments we are making at our senior living communities and our plan to invest additional capital into our senior living communities to better position them
in their respective markets in order to increase our future returns may not be successful and may not achieve our expected results. Our senior living communities may not
be competitive, despite these capital investments, or these capital investments may be delayed due to the COVID-19 pandemic,

• Our redevelopment projects may not be successful and may cost more or take longer to complete than we currently expect. In addition, we may not realize the returns we
expect from these projects and we may incur losses from these projects, and any letters of intent we entered and may enter into to lease our redevelopment projects may
not materialize,

• We may spend more for capital expenditures than we currently expect,

• Our existing joint venture and any other joint ventures that we may enter may not be successful,

• Our tenants may experience losses and default on their rent obligations to us,

• Some of our tenants may not renew expiring leases, and we may be unable to obtain new tenants to maintain or increase the historical occupancy rates of, or rents from,
our properties,

• Our ability to grow our business and maintain or increase our distributions to shareholders depends in large part upon our ability to buy properties and arrange for their
profitable operation or lease them for rents, less their property operating expenses, that exceed our capital costs. We are currently generally prohibited from making
acquisitions pursuant to our credit agreement during the Amendment Period. In addition, even after these restrictions expire, we may be unable to identify properties that
we want to acquire, and we may fail to reach agreement with the sellers and complete the purchase of any properties we do want to acquire. In addition, we may not
realize the returns we expect on any properties we acquire,

• Rents that we can charge at our properties may decline upon renewals or expirations because of changing market conditions or otherwise,

• Although we have obtained a waiver from compliance with certain financial covenants under our credit agreement through June 2022, if our operating results and
financial condition are further significantly and adversely impacted by current economic conditions or otherwise, we may fail to comply with the terms of the waiver and
other requirements under our credit agreement, and we may also fail to satisfy certain financial requirements under the agreements governing our public debt. For
example, our ratio of consolidated income available for debt service to debt service was below the 1.5x incurrence requirement under our credit agreement and our public
debt covenants as of June 30, 2021, and we cannot be certain how long this ratio will remain below 1.5x. We are prohibited from incurring additional debt while this ratio
is below 1.5x, but are not required to repay outstanding debt as a result of failure to comply with this financial requirement. We are currently fully drawn under our
revolving credit facility and could also be required to
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repay our outstanding debt in the event of non-compliance with certain other requirements of our credit agreement or the agreements governing our public debt. We may
therefore experience future liquidity constraints, as we are prohibited from incurring additional debt under our credit agreement or otherwise for failure to comply with the
requirements of our credit agreement and the agreements governing our public debt, and we will be limited to our cash on hand or be forced to raise additional sources of
capital or take other measures to maintain adequate liquidity,

• Actual costs under our revolving credit facility or other floating rate debt will be higher than the stated rates because of fees and expenses associated with such debt,

• We have options to extend the maturity date of our revolving credit facility upon payment of a fee and meeting other conditions; however, the applicable conditions may
not be met,

• The premiums used to determine the interest rate payable on our revolving credit facility and the facility fee payable on our revolving credit facility are based on our
credit ratings, which are subject to change,

• For the three months ended June 30, 2021, substantially all of our NOI was generated from properties where a majority of the revenues are derived from our tenants' and
residents' private resources. This may imply that we will maintain or increase the percentage of our NOI generated from private resources at our senior living
communities. However, our residents and patients may become unable to fund our charges with private resources and we may be required or may elect for business
reasons to accept or pursue revenues from government sources, which could result in an increased part of our NOI and revenue being generated from government
payments and our becoming more dependent on government payments,

• Circumstances that adversely affect the ability of seniors or their families to pay for our managers' or operators' services, such as economic downturns, weak housing
market conditions, higher levels of unemployment among our residents' family members, lower levels of consumer confidence, stock market volatility and/or changes in
demographics generally could affect the profitability of our senior living communities,

• It is difficult to accurately estimate tenant space preparation costs. Our unspent leasing related obligations may cost more or less and may take longer to complete than we
currently expect, and we may incur increasing amounts for these and similar purposes in the future,

• Our senior living communities are subject to extensive government regulation, licensure and oversight. We sometimes experience deficiencies in the operation of our
senior living communities and some of our communities may be prohibited from admitting new residents or our license to continue operations at a community may be
revoked. Also, operating deficiencies or a license revocation at one or more of our senior living communities may have an adverse impact on our ability to obtain licenses
for or attract residents to our other communities,

• We believe that our relationships with our related parties, including Five Star and RMR LLC and others affiliated with them may benefit us and provide us with
competitive advantages in operating and growing our business. However, the advantages we believe we may realize from these relationships may not materialize, and

• The business and property management agreements between us and RMR LLC have continuing 20 year terms. However, those agreements permit early termination in
certain circumstances. Accordingly, we cannot be sure that these agreements will remain in effect for continuing 20 year terms.

Currently unexpected results could occur due to many different circumstances, some of which are beyond our control, such as the COVID-19 pandemic and its aftermath, new
legislation or regulations affecting our business or the businesses of our tenants, managers or operators, changes in our tenants', managers' or operators' revenues or costs,
worsening or lack of improvement of Five Star's financial condition or changes in our other tenants', managers' or operators' financial conditions, deficiencies in operations by a
tenant, manager or operator of one or more of our senior living communities, changed Medicare or Medicaid rates, acts of terrorism, pandemics, natural disasters or changes in
capital markets or the economy generally.

The information contained elsewhere in this Quarterly Report on Form 10-Q or in our other filings with the SEC, including under the caption “Risk Factors”, or incorporated
herein or therein, identifies other important factors that could cause differences from our forward-looking statements. Our other filings with the SEC are available on the SEC's
website at www.sec.gov.

You should not place undue reliance upon our forward-looking statements.
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Except as required by law, we do not intend to update or change any forward-looking statements as a result of new information, future events or otherwise.

Statement Concerning Limited Liability

The Amended and Restated Declaration of Trust establishing Diversified Healthcare Trust, dated September 20, 1999, as amended and supplemented, as filed with the State
Department of Assessments and Taxation of Maryland, provides that no trustee, officer, shareholder, employee or agent of Diversified Healthcare Trust shall be held to any
personal liability, jointly or severally, for any obligation of, or claim against, Diversified Healthcare Trust. All persons dealing with Diversified Healthcare Trust in any way shall
look only to the assets of Diversified Healthcare Trust for the payment of any sum or the performance of any obligation.
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PART II.   Other Information
 

Item 1A. Risk Factors.

There have been no material changes to risk factors from those we previously disclosed in our Annual Report.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

Issuer purchases of equity securities. The following table provides information about our purchases of our equity securities during the quarter ended June 30, 2021:

Calendar Month
Number of Shares

Purchased
Average Price Paid

per Share

Total Number of Shares
Purchased as Part of Publicly
Announced Plans or Programs

Maximum Approximate Dollar
Value of Shares that May Yet Be
Purchased Under the Plans or

Programs
June 2021 13,906 $ 4.18 — $ — 

Total 13,906 $ 4.18 — $ — 

(1) These common share withholdings and purchases were made to satisfy tax withholding and payment obligations of certain former officers and employees of RMR LLC in
connection with the vesting of awards of our common shares. We withheld and purchased these shares at their fair market value based upon the trading price of our common
shares at the close of trading on Nasdaq on the purchase date.

Item 6. Exhibits.

Exhibit 
Number Description
3.1 Composite Copy of Articles of Amendment and Restatement, dated September 20, 1999, as amended to date. (Incorporated by reference to the

Company's Quarterly Report on Form 10-Q for the quarter ended June 30, 2020.)
3.2 Articles Supplementary, dated May 11, 2000. (Incorporated by reference to the Company's Quarterly Report on Form 10-Q for the quarter ended March

31, 2000.)
3.3 Articles Supplementary, dated June 30, 2017. (Incorporated by reference to the Company's Current Report on Form 8-K filed June 30, 2017.)
3.4 Articles Supplementary, dated May 19, 2020. (Incorporated by reference to the Company's Current Report on Form 8-K filed May 20, 2020.)
3.5 Amended and Restated Bylaws of the Company, adopted January 1, 2020. (Incorporated by reference to the Company's Current Report on Form 8-K

filed January 2, 2020.)
4.1 Form of Common Share Certificate. (Incorporated by reference to the Company's Current Report on Form 8-K filed January 2, 2020.)
4.2 Indenture, dated as of December 20, 2001, between the Company and State Street Bank and Trust Company. (Incorporated by reference to the

Company's Registration Statement on Form S-3, File No. 333-76588.)
4.3 Supplemental Indenture No. 6, dated as of December 8, 2011, between the Company and U.S. Bank National Association, related to 6.75% Senior Notes

due 2021, including form thereof. (Incorporated by reference to the Company's Annual Report on Form 10-K for the year ended December 31, 2011.)
4.4 Supplemental Indenture No. 7, dated as of July 20, 2012, between the Company and U.S. Bank National Association, related to 5.625% Senior Notes

due 2042, including form thereof (Incorporated by reference to the Company's Registration Statement on Form 8-A filed July 20, 2012.)
4.5 Supplemental Indenture No. 9, dated as of April 28, 2014, between the Company and U.S. Bank National Association, related to 4.75% Senior Notes due

2024, including form thereof. (Incorporated by reference to the Company's Quarterly Report on Form 10-Q for the quarter ended March 31, 2014.)
4.6 Indenture, dated as of February 18, 2016, between the Company and U.S. Bank National Association. (Incorporated by reference to the Company's

Current Report on Form 8-K filed February 18, 2016.)
4.7 First Supplemental Indenture, dated as of February 18, 2016, between the Company and U.S. Bank National Association, related to 6.25% Senior Notes

due 2046, including form thereof. (Incorporated by reference to the Company's Current Report on Form 8-K filed February 18, 2016.)

(1)
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4.8 Second Supplemental Indenture, dated as of February 12, 2018, between the Company and U.S. Bank National Association, related to 4.75% Senior
Notes due 2028, including form thereof. (Incorporated by reference to the Company's Annual Report on Form 10-K for the year ended December 31,
2017.)

4.9 Third Supplemental Indenture, dated as of June 2, 2020, among the Company, certain subsidiaries of the Company named therein as guarantors and U.S.
Bank, National Association, related to 9.750% Senior Notes due 2025, including form thereof. (Incorporated by reference to the Company's Current
Report on Form 8-K filed June 5, 2020.)

4.10 Supplemental Indenture, dated as of March 5, 2021, among the Company, certain subsidiaries of the Company named therein as guarantors and U.S.
Bank, National Association, related to 9.750% Senior Notes due 2025. (Incorporated by reference to the Company's Quarterly Report on Form 10-Q for
the quarter ended March 31, 2021.)

4.11 Fourth Supplemental Indenture, dated as of February 8, 2021, among the Company, certain subsidiaries of the Company named therein as guarantors
and U.S. Bank, National Association, related to 4.375% Senior Notes due 2031, including form thereof. (Incorporated by reference to the Company's
Annual Report on Form 10-K for the year ended December 31, 2020.)

4.12 Supplemental Indenture, dated as of March 5, 2021, among the Company, certain subsidiaries of the Company named therein as guarantors and U.S.
Bank, National Association, related to 4.375% Senior Notes due 2025. (Incorporated by reference to the Company's Quarterly Report for the quarter
ended March 31, 2021.)

4.13 Registration Rights and Lock-Up Agreement, dated as of June 5, 2015, among the Company, ABP Trust (f/k/a Reit Management & Research Trust) and
Adam D. Portnoy. (Incorporated by reference to the Company's Current Report on Form 8-K filed June 8, 2015.)

10.1 Summary of Trustee Compensation. (Incorporated by reference to the Company’s Current Report on Form 8-K filed June 4, 2021.)
10.2 Amended and Restated Master Management Agreement, dated as of June 9, 2021, among the Company and certain of its subsidiaries, and Five Star and

certain of its subsidiaries. (Incorporated by reference to the Company’s Current Report on Form 8-K filed June 9, 2021.)
10.3 Amended and Restated Guaranty Agreement, dated as of June 9, 2021, by Five Star for the benefit of certain subsidiaries of the Company. (Incorporated

by reference to the Company’s Current Report on Form 8-K filed June 9, 2021.)
10.4 Third Amended and Restated Property Management Agreement, dated as of June 9, 2021, between the Company and RMR LLC. (Incorporated by

reference to the Company’s Current Report on Form 8-K filed June 9, 2021.)
22.1 List of Subsidiary Guarantors. (Incorporated by reference to the Company's Quarterly Report on Form 10-Q for the quarter ended March 31, 2021.)
31.1 Rule 13a-14(a) Certification. (Filed herewith.)
31.2 Rule 13a-14(a) Certification. (Filed herewith.)
32.1 Section 1350 Certification. (Furnished herewith.)
101.INS XBRL Instance Document - the instance document does not appear in the Interactive Data File because its XBRL tags are embedded within the Inline

XBRL document.
101.SCH XBRL Taxonomy Extension Schema Document. (Filed herewith.)
101.CAL XBRL Taxonomy Extension Calculation Linkbase Document. (Filed herewith.)
101.DEF XBRL Taxonomy Extension Definition Linkbase Document. (Filed herewith.)
101.LAB XBRL Taxonomy Extension Label Linkbase Document. (Filed herewith.)
101.PRE XBRL Taxonomy Extension Presentation Linkbase Document. (Filed herewith.)
104 Cover Page Interactive Data File. (Formatted as Inline XBRL and contained in Exhibit 101.)
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SIGNATURES
 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly
authorized.
 

 DIVERSIFIED HEALTHCARE TRUST
  
  
 By: /s/ Jennifer F. (Francis) Mintzer
  Jennifer F. (Francis) Mintzer
  President and Chief Executive Officer
  
Dated: August 4, 2021  
  
  
 By: /s/ Richard W. Siedel, Jr.
  Richard W. Siedel, Jr.
  Chief Financial Officer and Treasurer
  (principal financial and accounting officer)
  
Dated: August 4, 2021  
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Exhibit 31.1
 

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

I, Jennifer F. (Francis) Mintzer, certify that:
 
1. I have reviewed this Quarterly Report on Form 10-Q of Diversified Healthcare Trust;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of
the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results
of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-
15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal
control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and
the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely
affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting.

 
 

 

 
Date: August 4, 2021 /s/ Jennifer F. (Francis) Mintzer
 Jennifer F. (Francis) Mintzer
 President and Chief Executive Officer



Exhibit 31.2
 

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

I, Richard W. Siedel, Jr., certify that:
 

1. I have reviewed this Quarterly Report on Form 10-Q of Diversified Healthcare Trust;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of
the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results
of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-
15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal
control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and
the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely
affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting.

 
 

 

 
Date: August 4, 2021 /s/ Richard W. Siedel, Jr.
 Richard W. Siedel, Jr.
 Chief Financial Officer and Treasurer



Exhibit 32.1
 

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

 
    In connection with the filing by Diversified Healthcare Trust (the “Company”) of the Quarterly Report on Form 10-Q for the period ended June 30, 2021 (the “Report”), each of
the undersigned hereby certifies, to the best of his or her knowledge:
 

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
 

 
      

 /s/ Jennifer F. (Francis) Mintzer

 Jennifer F. (Francis) Mintzer

 President and Chief Executive Officer
   
   

 /s/ Richard W. Siedel, Jr.
 Richard W. Siedel, Jr.

 Chief Financial Officer and Treasurer

 

Date: August 4, 2021


