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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,
  2023 2022
Assets    
Real estate properties:    

Land $ 656,245  $ 668,918 
Buildings and improvements 6,055,915  6,023,625 

Total real estate properties, gross 6,712,160  6,692,543 
Accumulated depreciation (1,908,410) (1,828,352)

Total real estate properties, net 4,803,750  4,864,191 

Investments in unconsolidated joint ventures 155,119  155,477 
Assets of properties held for sale 22,023  385 
Cash and cash equivalents 338,431  658,065 
Restricted cash 18,652  30,237 
Acquired real estate leases and other intangible assets, net 39,309  45,351 
Other assets, net 208,191  248,387 
Total assets $ 5,585,475  $ 6,002,093 

Liabilities and Shareholders' Equity    
Credit facility $ 450,000  $ 700,000 
Senior unsecured notes, net 2,320,113  2,317,700 
Secured debt and finance leases, net 14,390  30,177 
Liabilities of properties held for sale 305  — 
Accrued interest 28,215  29,417 
Other liabilities 263,063  286,188 
Total liabilities 3,076,086  3,363,482 

Commitments and contingencies

Shareholders' equity:    
Common shares of beneficial interest, $.01 par value: 300,000,000 shares authorized, 239,792,354 and
239,694,842 shares issued and outstanding, respectively 2,398  2,397 
Additional paid in capital 4,617,831  4,617,031 
Cumulative net income 1,946,621  2,071,850 
Cumulative distributions (4,057,461) (4,052,667)

Total shareholders' equity 2,509,389  2,638,611 
Total liabilities and shareholders' equity $ 5,585,475  $ 6,002,093 

 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,
  2023 2022 2023 2022
Revenues:        

Rental income $ 61,373  $ 62,522  $ 127,811  $ 127,807 
Residents fees and services 284,846  250,506  564,438  495,954 

Total revenues 346,219  313,028  692,249  623,761 

Expenses:        
Property operating expenses 286,228  266,066  572,308  534,808 
Depreciation and amortization 68,394  58,261  133,194  115,520 
General and administrative 7,284  7,207  13,157  14,492 
Acquisition and certain other transaction related costs 6,043  609  6,136  1,537 
Impairment of assets 11,299  —  17,224  — 

Total expenses 379,248  332,143  742,019  666,357 

(Loss) gain on sale of properties —  (686) 1,233  327,108 
Gains and losses on equity securities, net —  (10,157) 8,126  (18,710)
Interest and other income 5,134  2,266  9,329  2,661 
Interest expense (including net amortization of debt premiums, discounts and issuance

costs of $2,249, $2,318, $4,323 and $4,790, respectively) (47,384) (55,975) (95,164) (113,106)
Loss on modification or early extinguishment of debt —  (29,560) (1,075) (30,043)
(Loss) income before income tax (expense) benefit and equity in net earnings of
investees (75,279) (113,227) (127,321) 125,314 
Income tax (expense) benefit (221) 640  (190) (832)
Equity in net earnings of investees 2,929  3,204  2,282  6,558 
Net (loss) income $ (72,571) $ (109,383) $ (125,229) $ 131,040 

Weighted average common shares outstanding (basic and diluted) 238,682  238,197  238,636  238,173 

Per common share amounts (basic and diluted):        
Net (loss) income $ (0.30) $ (0.46) $ (0.52) $ 0.55 

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

2



Table of Contents

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

Balance at December 31, 2022: 239,694,842  $ 2,397  $ 4,617,031  $ 2,071,850  $ (4,052,667) $ 2,638,611 
Net loss —  —  —  (52,658) —  (52,658)
Distributions —  —  —  —  (2,397) (2,397)
Share grants —  —  270  —  —  270 
Share repurchases (5,975) —  (6) —  —  (6)
Share forfeitures (6,400) —  (1) —  —  (1)
Balance at March 31, 2023: 239,682,467  2,397  4,617,294  2,019,192  (4,055,064) 2,583,819 
Net loss —  —  —  (72,571) —  (72,571)
Distributions —  —  —  —  (2,397) (2,397)
Share grants 140,000  1  567  —  —  568 
Share repurchases (24,513) —  (27) —  —  (27)
Share forfeitures (5,600) —  (3) —  —  (3)
Balance at June 30, 2023: 239,792,354  $ 2,398  $ 4,617,831  $ 1,946,621  $ (4,057,461) $ 2,509,389 

Balance at December 31, 2021: 238,994,894  $ 2,390  $ 4,615,475  $ 2,087,624  $ (4,043,099) $ 2,662,390 
Net income —  —  —  240,423  —  240,423 
Distributions —  —  —  —  (2,390) (2,390)
Share grants —  —  318  —  —  318 
Share repurchases (1,698) —  (5) —  —  (5)
Share forfeitures (4,900) —  (3) —  —  (3)
Balance at March 31, 2022: 238,988,296  2,390  4,615,785  2,328,047  (4,045,489) 2,900,733 
Net loss —  —  —  (109,383) —  (109,383)
Distributions —  —  —  —  (2,390) (2,390)
Share grants 140,000  1  668  —  —  669 
Share forfeitures (4,800) —  (4) —  —  (4)
Balance at June 30, 2022: 239,123,496  $ 2,391  $ 4,616,449  $ 2,218,664  $ (4,047,879) $ 2,789,625 

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,
  2023 2022
Cash flows from operating activities:    
Net (loss) income $ (125,229) $ 131,040 
Adjustments to reconcile net (loss) income to cash provided by (used in) operating activities:    

Depreciation and amortization 133,194  115,520 
Net amortization of debt premiums, discounts and issuance costs 4,323  4,790 
Straight line rental income 2,009  (4,455)
Amortization of acquired real estate leases (286) 162 
Loss on modification or early extinguishment of debt 1,075  30,043 
Impairment of assets 17,224  — 
Gain on sale of properties (1,233) (327,108)
Gains and losses on equity securities, net (8,126) 18,710 
Other non-cash adjustments, net (1,051) (905)
Unconsolidated joint venture distributions 2,640  5,660 
Equity in net earnings of investees (2,282) (6,558)
Change in assets and liabilities:    
Deferred leasing costs, net (4,071) (4,968)
Other assets 29,992  25,922 
Accrued interest (1,202) (2,206)
Other liabilities (15,254) (17,503)

Net cash provided by (used in) operating activities 31,723  (31,856)

Cash flows from investing activities:    
Real estate improvements (107,934) (116,640)
Proceeds from sale of properties, net 3,548  792 
Proceeds from sale of properties to joint venture, net —  643,892 
Proceeds from sale of interest in joint venture, net —  (330)
Proceeds from AlerisLife Inc. tender offer 14,006  — 

Net cash (used in) provided by investing activities (90,380) 527,714 

Cash flows from financing activities:    
Repayments of borrowings on credit facility (250,000) (100,000)
Redemption of senior unsecured notes —  (500,000)
Repayment of other debt (15,678) (12,421)
Loss on early extinguishment of debt settled in cash —  (24,375)
Payment of debt issuance costs (2,057) (2,820)
Repurchase of common shares (33) (5)
Distributions to shareholders (4,794) (4,780)

Net cash used in financing activities (272,562) (644,401)

Decrease in cash and cash equivalents and restricted cash (331,219) (148,543)
Cash and cash equivalents and restricted cash at beginning of period 688,302  1,016,945 
Cash and cash equivalents and restricted cash at end of period $ 357,083  $ 868,402 

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,
2023 2022

Supplemental cash flow information:    
Interest paid $ 92,043  $ 110,522 
Income taxes paid $ 675  $ 895 

Non-cash investing activities:
Decrease in assets resulting from the deconsolidation of investments that were previously consolidated:
   Real estate, net $ —  $ (355,669)
Change in assets resulting from the sale of interest in joint venture:
   Investments in unconsolidated joint ventures $ —  $ (108,246)
   Other assets, net $ —  $ 108,956 
Real estate improvements accrued, not paid $ 26,154  $ 24,325 

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,
2023 2022

Cash and cash equivalents $ 338,431  $ 705,160 
Restricted cash 18,652  163,242 
Total cash and cash equivalents and restricted cash shown in our condensed consolidated statements of cash
flows $ 357,083  $ 868,402 

(1) As of June 30, 2023 and 2022, restricted cash consisted of proceeds from the sale of assets and proceeds from the sale of joint venture interests held as
collateral pursuant to the agreement governing our credit facility, or our credit agreement. Subsequently, these funds were used 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.

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, 2022, 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 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.

Going Concern

The senior living industry has been adversely affected by the continuing impact of the COVID-19 pandemic as well as the current economic and market
conditions. These conditions continue to have a significant negative impact on our results of operations, financial position and cash flows. Although there have
been signs of recovery and increased demand when compared to the low levels during the COVID-19 pandemic, the recovery of our senior housing operating
portfolio, or SHOP, segment has been slower than previously anticipated, and we cannot be sure when or if the senior housing business will return to historic pre-
pandemic levels. To mitigate the effects of the slow recovery coming from the COVID-19 pandemic and the increased variability in operating cash flows from our
SHOP communities, we continue to work with our senior living operators to manage costs, especially labor costs, and to increase rates and occupancy. However,
increased operating costs resulting from difficult labor market conditions and wage and commodity price inflation, among other things, continue to negatively
impact margins. In order to increase the probability of a recovery of our cash flows, we have continued to invest capital in our SHOP segment, which has reduced
our cash balances since the filing of our Annual Report on March 1, 2023. 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, 2023, and we cannot be certain how long this ratio will
remain below 1.5x. We are unable to refinance existing or maturing debt or issue new debt until this ratio is at or above 1.5x on a pro forma basis. As of June 30,
2023, we had $338,431 of cash and cash equivalents and $700,000 of outstanding debt due within one year from the date of issuance of these financial statements,
August 1, 2023. This included $450,000 in outstanding borrowings under our credit facility, which matures on January 15, 2024. Our credit facility is secured by
61 properties which had an
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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)

appraised value of approximately $1,046,770 based on appraisals completed in June 2023. In addition to our credit facility maturity in January of 2024, we also
have $250,000 of senior notes that mature on May 1, 2024.

Based on the challenges described above, as well as our reduced cash balances, additional capital commitments in both our Office Portfolio and SHOP
segments and upcoming debt maturities, we have concluded that there is substantial doubt about our ability to continue as a going concern for at least one year
from the date of issuance of these financial statements, August 1, 2023. As described below, we have entered into an agreement to merge with and into Office
Properties Income Trust, or OPI. The combined company is expected to be in compliance with its financial covenants following the closing of the merger, which is
expected to provide the combined company with increased access to debt capital. While we believe this transaction will alleviate the substantial doubt about our
ability to continue as a going concern, we cannot provide assurance that the merger will close on the contemplated terms or timeline or at all. If the merger does
not close, we will seek to raise additional capital, but we are limited in the type of financings we can pursue as we cannot refinance existing or maturing debt or
issue new debt, as described above. Due to challenging capital market conditions, we do not believe it is probable as of the date of issuance of these financial
statements, August 1, 2023, that we will raise sufficient capital to meet our upcoming contractual commitments. As of August 1, 2023, we cannot demonstrate that
our management's plans to alleviate substantial doubt about our ability to continue as a going concern will be probable in mitigating the conditions that raise the
substantial doubt because our plan to merge with OPI is subject to shareholder and other customary approvals and our potential plan to raise rescue capital is
subject to market conditions beyond our control.

Our condensed consolidated financial statements do not include any adjustments relating to the recoverability and classification of recorded asset amounts or
the amounts and classification of liabilities that might result from the outcome of this uncertainty.

Pending Merger with Office Properties Income Trust

On April 11, 2023, we and OPI entered into an Agreement and Plan of Merger, or the Merger Agreement, pursuant to which, on the terms and subject to the
satisfaction or waiver of the conditions thereof, we will be merged with and into OPI, with OPI continuing as the surviving entity in the merger, or the Merger.
Subject to the satisfaction or waiver of closing conditions, the Merger is expected to close during the third quarter of 2023.

Pursuant to the terms and subject to the conditions and limitations set forth in the Merger Agreement, at the date and time the Merger becomes effective, or the
Effective Time, each of our common shares of beneficial interest, $.01 par value per share, or our common shares, issued and outstanding as of immediately prior
to the Effective Time will be automatically converted into the right to receive 0.147 (such ratio, the Exchange Ratio) common shares of beneficial interest, $.01 par
value per share, of OPI, or the OPI Common Shares, subject to adjustment for certain reclassifications, distributions, recapitalizations or similar transactions and
other exceptional distributions as described in the Merger Agreement, with cash paid in lieu of fractional shares. At the Effective Time, any outstanding unvested
common share awards under our equity compensation plan will be converted into an award under OPI’s equity compensation plan, subject to substantially similar
vesting requirements and other terms and conditions, of a number of OPI Common Shares determined by multiplying the number of our unvested common shares
subject to such award by the Exchange Ratio (rounded down to the nearest whole number). Other than as provided in the Merger Agreement, the Exchange Ratio is
fixed and will not be adjusted to reflect changes in the market price of our common shares or the OPI Common Shares prior to the Effective Time. The OPI
Common Shares issued and outstanding immediately prior to the Effective Time will remain issued and outstanding common shares of beneficial ownership of the
surviving entity following the Merger. OPI expects to change its name from “Office Properties Income Trust” to “Diversified Properties Trust” and, following the
Effective Time, will change its ticker symbol to "DPT".

The transactions contemplated by the Merger Agreement and the terms thereof were evaluated, negotiated and recommended to our Board of Trustees, or our
Board, by a special committee of our Board, or the DHC Special Committee, and to OPI’s board of trustees, or the OPI Board, by a special committee of OPI’s
Board, or the OPI Special Committee, each consisting of disinterested, independent trustees of us and OPI, respectively. Following the recommendations of the
DHC Special Committee and the OPI Special Committee, our Board and the OPI Board each approved the Merger Agreement and the transactions contemplated
thereby and resolved to recommend that our and OPI's shareholders, respectively, vote in favor of approval of the Merger and the transactions contemplated
thereby. Our shareholders will be asked to vote on the approval of the Merger and related matters at a special meeting of our shareholders.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
(dollar amounts in thousands, except per share data or as otherwise stated)

The consummation of the Merger is subject to the satisfaction or waiver of closing conditions, including, among others: (1) the approval of the Merger by the
affirmative vote of at least a majority of all the votes entitled to be cast by holders of our outstanding common shares at the meeting held for that purpose; (2) the
approval of the Merger by the affirmative vote of at least a majority of all the votes entitled to be cast by holders of outstanding OPI Common Shares at the
meeting held for that purpose; (3) the approval of the issuance of the OPI Common Shares to be issued in the Merger, or the Share Issuance, by the affirmative
vote of at least a majority of all votes cast by holders of outstanding OPI Common Shares at the meeting held for that purpose; (4) the absence of any statute, rule
or regulation by any governmental entity of competent jurisdiction or any temporary, preliminary or permanent judgment, order or decree by any court of
competent jurisdiction which would prohibit or make illegal or prevent the consummation of the Merger or any of the transactions contemplated by the Merger
Agreement; (5) the effectiveness of the registration statement on Form S-4, as amended, or the Form S-4, filed by OPI with the Securities and Exchange
Commission, or the SEC, in connection with the Share Issuance; (6) the approval (subject to notice of issuance) of The Nasdaq Stock Market LLC, or Nasdaq, of
the listing of the OPI Common Shares to be issued in the Merger; (7) the extension or replacement of OPI’s existing revolving credit facility, on terms that, among
other things, would not be reasonably likely to be materially adverse to the business, operations or financial condition of OPI after giving effect to the Merger and
would not delay or prevent the consummation of the Merger; (8) the receipt of certain tax opinions by us and OPI; and (9) the other party’s representations and
warranties being accurate (subject to certain customary materiality exceptions) and the other party having performed or complied in all material respects with its
agreements and covenants in the Merger Agreement.

The Merger Agreement contains certain customary representations, warranties and covenants, including covenants providing that we and OPI will use
reasonable best efforts to conduct our and its respective businesses in all material respects in the ordinary course during the period between the execution of the
Merger Agreement and the earlier of the Effective Time or the termination of the Merger Agreement, and to refrain from taking certain types of actions without the
other party’s consent during the period between the execution of the Merger Agreement and the earlier of the Effective Time or the termination of the Merger
Agreement, subject in each case to specified exceptions.

Note 2.  Real Estate Investments

As of June 30, 2023, we wholly owned 376 properties located in 36 states and Washington, D.C., including four properties classified as held for sale and five
closed senior living communities, and we owned an equity interest in each of two unconsolidated joint ventures that own medical office and life science properties
located in five states.

Joint Venture Activities:

As of June 30, 2023, we had equity investments in joint ventures as follows:

Joint Venture DHC Ownership

DHC Carrying Value of
Investment at June 30,

2023
Number of
Properties Location Square Feet

Seaport Innovation LLC 10% $ 106,305  1 MA 1,134,479 

The LSMD Fund REIT LLC 20% 48,814  10
CA, MA, NY, TX,

WA 1,068,763 
$ 155,119  11 2,203,242 

The following table provides a summary of the mortgage debts of these joint ventures:

Joint Venture Coupon Rate Maturity Date
Principal Balance at June 30,

2023 
Mortgage Notes Payable (secured by one property in Massachusetts) 3.53% 8/6/2026 $ 620,000 
Mortgage Notes Payable (secured by nine properties in five states) 3.46% 2/11/2032 189,800 
Mortgage Notes Payable (secured by one property in California)  5.90% 2/9/2024 266,825 

4.10% $ 1,076,625 

(1) Amounts are not adjusted for our minority equity interest.
(2) Following the deconsolidation in December 2021 of the net assets of an unconsolidated joint venture that owns a life science property located in Boston, Massachusetts, or the Seaport JV, we

no longer include this $620,000 of secured debt financing in our condensed consolidated balance sheet; however, we continue to provide certain guaranties on this debt.

(1)

(2)

(3)

(3) (4)
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
(dollar amounts in thousands, except per share data or as otherwise stated)

(3) The debt securing these properties is non-recourse to us.
(4) The maturity date of February 9, 2024 is subject to three, one year extension options and requires interest to be paid at an annual rate based on the secured overnight financing rate, or SOFR,

plus a premium of 1.90%. The interest rate is as of June 30, 2023. This joint venture has also purchased an interest rate cap through February 2024 with a SOFR strike rate equal to 4.00%.

In December 2021, we sold an additional 35% equity interest from our then remaining 55% equity interest in the Seaport JV to another third party institutional
investor for $378,000, before closing costs and other adjustments. Effective as of the date of the sale, we deconsolidated this joint venture and we now account for
this joint venture using the equity method of accounting under the fair value option. Prior to the deconsolidation of the net assets of this joint venture, the joint
venture investor's interest in this consolidated entity was reflected as noncontrolling interest in our consolidated financial statements. In June 2022, we sold an
additional 10% equity interest from our then remaining 20% equity interest in the Seaport JV to an existing joint venture investor for $108,000, before closing
costs and other adjustments. We recognized a net loss on sale of $1,226 related to this transaction during the six months ended June 30, 2022, which is included in
(loss) gain on sale of properties in our condensed consolidated statements of comprehensive income (loss). After giving effect to these sales, we continue to own a
10% equity interest in this joint venture. Our initial investment amount was based on a property valuation of $1,700,000, less $620,000 of existing mortgage debts
on the property that this joint venture assumed. See Note 5 for more information regarding the valuation of our investment in this joint venture.

In January 2022, we entered into a joint venture with two unrelated third party institutional investors for 10 medical office and life science properties we
owned, or the LSMD JV. We sold equity interests in this joint venture to those investors for aggregate proceeds, before closing costs and other adjustments, of
approximately $653,300. We deconsolidated the net assets of these properties effective as of the date of the sale and recognized a net gain on sale of $327,542
related to this transaction during the six months ended June 30, 2022, which is included in (loss) gain on sale of properties in our condensed consolidated
statements of comprehensive income (loss). The equity interests that the investors acquired from us equaled 41% and 39%, respectively, of the total equity interests
in the joint venture and we retained a 20% equity interest in the joint venture. Following the sale, we account for this joint venture using the equity method of
accounting under the fair value option. The initial investment amounts were based upon a property valuation of approximately $702,500, less approximately
$456,600 of secured debt on the properties incurred by this joint venture. See Note 5 for more information regarding the valuation of our investment in this joint
venture.

Acquisitions and Dispositions:

During the six months ended June 30, 2023, we sold three properties for an aggregate sales price of $2,800, 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 Sales Price Gain on Sale

February 2023 Pennsylvania and South
Carolina

Senior Living 3 $ 2,800  $ 293 

(1) Sales price excludes closing costs.

During the six months ended June 30, 2023, we recognized a gain of $940 related to the sales of skilled nursing bed licenses at certain of our senior living
communities.

As of June 30, 2023, we had four properties classified as held for sale in our condensed consolidated balance sheet as follows:

Type of Property
Number of
Properties

Real Estate Properties,
Net

Life Science and Medical Office 4 $ 21,786 

As of July 27, 2023, these properties were under agreements to sell for an aggregate sales price of approximately $23,400, excluding closing costs. We may
not complete the sales of any or all of the properties we currently plan to sell. Also, we may

(1)
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sell some or all of these properties at amounts that are less than currently expected and/or less than the carrying values of such properties and we may incur losses
on any such sales as a result.

We did not acquire any properties during the six months ended June 30, 2023.

Impairment:

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 comparing it to the expected future undiscounted 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, 2023, we recorded impairment charges of $11,299 related to four life science and medical office properties that were
classified as held for sale as of June 30, 2023. We also recorded impairment charges of $2,308 to adjust the carrying value of one medical office property and
$3,617 to adjust the carrying value of one senior living community to their respective estimated fair value.

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.

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 decreased rental income to record revenue on a straight line basis by $4,457 and $2,009 for the three and six months ended June 30, 2023, respectively,
and we increased rental income to record revenue on a straight line basis by $2,710 and $4,455 for the three and six months ended June 30, 2022, respectively.
Rents receivable, excluding receivables related to our properties classified as held for sale, if any, include $74,197 and $76,363 of straight line rent receivables at
June 30, 2023 and December 31, 2022, 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 $12,575 and $10,430 for the three months ended June 30, 2023 and 2022, respectively, of which tenant reimbursements totaled $12,525 and $10,350,
respectively, and $24,561 and $21,138 for the six months ended June 30, 2023 and 2022, respectively, of which tenant reimbursements totaled $24,449 and
$21,013, respectively.

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 assets and related liabilities representing our future obligation under the respective lease arrangements for which we are the lessee were
$24,950 and $25,331, respectively, as of June 30, 2023, and $26,508 and $26,889, respectively, as of December 31, 2022. The right of use assets and related lease
liabilities 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.
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Note 4.  Indebtedness

Our principal debt obligations, excluding any debt obligations of our joint ventures, at June 30, 2023 were: (1) $450,000 of outstanding borrowings under
our credit facility; (2) $2,350,000 outstanding principal amount of senior unsecured notes; and (3) $9,872 principal amount of a mortgage note secured by one
property. This mortgaged property had a gross book value of $14,925 at June 30, 2023. We also had two properties subject to finance leases with lease obligations
totaling $4,518 at June 30, 2023; these two properties had gross book value and accumulated depreciation of $43,026 and $19,580, respectively, at June 30, 2023,
and $41,543 and $19,196, respectively, at December 31, 2022, and the finance leases expire in 2026.

We have a $450,000 credit facility that is used for general business purposes. The maturity date of our credit facility is January 2024. As of June 30, 2023, our
credit facility required interest to be paid on borrowings at the annual rate of 8.1%, plus a facility fee of $338 per quarter.

The weighted average annual interest rates for borrowings under our credit facility were 8.1% and 3.3% for the three months ended June 30, 2023 and 2022,
respectively, and 7.6% and 3.1% for the six months ended June 30, 2023 and 2022, respectively. As of June 30, 2023 and July 27, 2023, we were fully drawn under
our credit facility.

In January 2023, pursuant to our credit agreement, we repaid $113,627 in outstanding borrowings under our credit facility and the facility commitments were
reduced to $586,373.

In February 2023, we and our lenders further amended our credit agreement. Pursuant to the amendment:

• the waiver of the fixed charge coverage ratio covenant has been extended through the maturity date of our credit facility, or January 15, 2024;

• the minimum liquidity requirement was decreased from $200,000 to $100,000;

• the facility commitments were reduced from $586,373 to $450,000 following our repayment of $136,373 in then outstanding borrowings, and as a result
of the reduction in commitments, we recorded a loss on modification or early extinguishment of debt of $1,075 for the six months ended June 30, 2023;

• the feature of our credit facility permitting us to reborrow any repaid funds was eliminated;

• we continue to have the ability to fund $400,000 of capital expenditures per year and we are restricted in our ability to acquire real property as defined in
the credit agreement;

• SOFR was established as the replacement benchmark rate in place of LIBOR to calculate interest payable on amounts outstanding under our credit
facility, and the interest premium under our credit facility was increased by 40 basis points; and

• we are required to repay outstanding amounts under our credit facility with excess cash flow, and certain financial 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) will remain in place through the maturity date of our credit facility.

Pursuant to our credit agreement, we pledged certain equity interests of subsidiaries owning properties to secure our obligations under our credit agreement
and agreed to provide, and as of September 2021 had provided, first mortgage liens on 61 medical office and life science properties with an aggregate gross book
value of real estate assets of $1,004,700 as of June 30, 2023 to secure our obligations, which pledges and/or mortgage liens may be removed or new ones may be
added based on outstanding debt amounts, among other things.

Our credit agreement requires us to maintain collateral properties with an aggregate appraised value of at least $1,090,909, and allows Wells Fargo Bank,
National Association, as administrative agent under our credit facility, or the Administrative Agent, to periodically reappraise the collateral properties. On June 23,
2023, the Administrative Agent notified us that the reappraised value of the 61 medical office and life science properties securing our credit facility had declined
from $1,337,200
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to $1,046,770, below the $1,090,909 threshold required under our credit agreement. Failure to meet the required threshold constitutes a non-monetary event of
default under our credit agreement. In July 2023, we obtained a limited waiver from the Administrative Agent and requisite lenders under our credit facility, which
waived the event of default and decreased the required appraised value of the collateral properties through September 30, 2023, the outside closing date for the
Merger.

In April 2023, we prepaid a mortgage note secured by one of our senior living communities with an outstanding principal balance of approximately $14,565, a
maturity date in June 2023 and an annual interest rate of 6.64%, using cash on hand.

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 The
RMR Group LLC, or RMR, 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, 2023, 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 the effects of the slower than anticipated recovery of our SHOP business from the COVID-19
pandemic, wage and commodity price inflation, rising interest rates, geopolitical risks and other economic, market and industry conditions continued to adversely
impact our operations. We are unable to refinance existing or maturing debt or issue new debt until this ratio is at or above 1.5x on a pro forma basis. As of
June 30, 2023, other than the non-monetary event of default and subject to the waivers discussed above, 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, including entering into the Merger Agreement, a delay in the completion of the Merger or failure to complete
the Merger, and a protracted negative impact on the economy or the industries in which our properties and businesses operate resulting from wage or commodity
price inflation, rising or sustained high interest rates, geopolitical risks or other economic, market or industry conditions, including the delayed recovery of the
senior housing industry, downturns or recessions, may cause increased pressure on our ability to satisfy financial and other covenants. 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. Further, if we believe we will not be able to satisfy our financial or other covenants, we expect that we
would seek waivers or amendments prior to any covenant violation or seek other financing alternatives, which may lead to increased costs and interest rates,
additional restrictive covenants or other lender protections.

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, 2023 and December 31, 2022, categorized by the level of inputs as
defined in the fair value hierarchy under GAAP, used in the valuation of each asset.

As of June 30, 2023 As of December 31, 2022

Description Carrying Amount
Estimated Fair

Value Carrying Amount
Estimated Fair

Value
Recurring Fair Value Measurements Assets:        

Investment in AlerisLife (Level 1) $ —  $ —  $ 5,880  $ 5,880 
Investment in unconsolidated joint venture (Level 3) $ 106,305  $ 106,305  $ 104,697  $ 104,697 
Investment in unconsolidated joint venture (Level 3) $ 48,814  $ 48,814  $ 50,780  $ 50,780 

Non-Recurring Fair Value Measurements Assets:
Real estate properties held for sale (Level 2) $ 22,004  $ 22,004  $ —  $ — 

(1) On February 2, 2023, in connection with the proposed acquisition of AlerisLife Inc., or AlerisLife, by a subsidiary of ABP Trust, which is the controlling
shareholder of The RMR Group Inc., or RMR Inc., we agreed to tender all of the 10,691,658 shares of common stock of AlerisLife, we owned at a price
of $1.31 per share, and the acquisition was completed on March 20, 2023. Prior to March 20, 2023, these AlerisLife common shares were included in
other assets, net in our condensed consolidated balance sheets, and were reported at fair value, which was based upon quoted market prices on Nasdaq
(Level 1 inputs). During the three months ended June 30, 2022, we recorded an unrealized loss of $10,157, and during the six months ended June 30,
2023 and 2022, we recorded an unrealized gain of $8,126

(1)

(2)

(3)

(4)
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and an unrealized loss of $18,710, 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 former investment in AlerisLife common shares to their fair value. See Note 10 for
further information about our investment in AlerisLife.

(2) The 10% equity interest we own in the Seaport JV is included in investments in unconsolidated joint ventures in our condensed consolidated balance
sheet, and is reported at fair value, which is based on significant unobservable inputs (Level 3 inputs). The significant unobservable inputs used in the fair
value analysis are a discount rate of 7.00%, an exit capitalization rate of 6.00%, a holding period of 10 years and market rents. The assumptions made in
the fair value analysis are based on the location, type and nature of the property, and current and anticipated market conditions, which are derived from
appraisers. See Note 2 for further information regarding this joint venture.

(3) The 20% equity interest we own in the LSMD JV is included in investments in unconsolidated joint ventures in our condensed consolidated balance sheet,
and is reported at fair value, which is based on significant unobservable inputs (Level 3 inputs). The significant unobservable inputs used in the fair value
analysis are discount rates of between 6.00% and 7.25%, exit capitalization rates of between 4.50% and 7.00%, holding periods of 10 years and market
rents. The assumptions we made in the fair value analysis are based on the location, type and nature of each property, and current and anticipated market
conditions, which are derived from appraisers. See Note 2 for further information regarding this joint venture.

(4) We have assets in our condensed consolidated balance sheets that are measured at fair value on a non-recurring basis. During the three months ended
June 30, 2023, we recorded impairment charges of $11,299 to reduce the carrying value of four medical office and life science properties that are
classified as held for sale to their estimated sales price, less estimated costs to sell, based on the aggregate sales prices of $22,004 under agreements to sell
that we have entered into with third parties for these medical office and life science properties. See Note 2 for further information about impairment
charges and the properties we have classified as held for sale.

In addition to the assets described in the table above, our financial instruments at June 30, 2023 and December 31, 2022 included cash and cash equivalents,
restricted cash, certain other assets, our credit facility, senior unsecured notes, secured debt and finance leases and certain 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, 2023 As of December 31, 2022
Description Carrying Amount Estimated Fair Value Carrying Amount Estimated Fair Value
Senior unsecured notes, 4.750% coupon rate, due 2024 $ 249,767  $ 232,783  $ 249,628  $ 211,250 
Senior unsecured notes, 9.750% coupon rate, due 2025 496,583  479,605  495,710  478,985 
Senior unsecured notes, 4.750% coupon rate, due 2028 494,109  352,765  493,473  284,375 
Senior unsecured notes, 4.375% coupon rate, due 2031 493,416  364,470  492,986  317,130 
Senior unsecured notes, 5.625% coupon rate, due 2042 342,755  180,600  342,565  151,200 
Senior unsecured notes, 6.250% coupon rate, due 2046 243,483  143,100  243,338  115,300 
Secured debts 14,390  12,266  30,177  28,275 
  $ 2,334,503  $ 1,765,589  $ 2,347,877  $ 1,586,515 

(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.

We estimated the fair values of our two issuances of senior unsecured notes due 2042 and 2046 based on the closing price on Nasdaq (Level 1 inputs) as of
June 30, 2023 and December 31, 2022. 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, 2023 and December 31, 2022 (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 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.

(1) (1)

(2)
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Note 6.  Shareholders' Equity

Common Share Awards:

On June 5, 2023, in accordance with our Trustee compensation arrangements, we awarded to each of our seven Trustees 20,000 of our common shares, valued
at $1.74 per share, the closing price of our common shares on Nasdaq on that day.

Common Share Purchases:

During the three and six months ended June 30, 2023, we purchased an aggregate of 24,513 and 30,488 of our common shares, respectively, valued at a
weighted average share price of $1.14 and $1.09 per common share, respectively, from certain former officers and employees of RMR 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, 2023, we declared and paid quarterly distributions to common shareholders as follows:

Declaration Date Record Date Payment Date
Distribution Per

Share Total Distributions
January 12, 2023 January 23, 2023 February 16, 2023 $ 0.01  $ 2,397 
April 13, 2023 April 24, 2023 May 18, 2023 0.01  2,397 

$ 0.02  $ 4,794 

On July 13, 2023, we declared a quarterly distribution to common shareholders of record on July 24, 2023 of $0.01 per share, or approximately $2,398. We
expect to pay this distribution on or about August 17, 2023.

Note 7.  Segment Reporting

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 managers to operate the communities on our behalf.

We also report “non-segment” operations, which consists of triple net leased senior living communities and wellness centers that are leased to third party
operators from which we receive rents, 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.
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For the Three Months Ended June 30, 2023
  Office Portfolio SHOP Non-Segment Consolidated
Revenues:        

Rental income $ 53,368  $ —  $ 8,005  $ 61,373 
Residents fees and services —  284,846  —  284,846 

Total revenues 53,368  284,846  8,005  346,219 

Expenses:        
Property operating expenses 23,938  261,959  331  286,228 
Depreciation and amortization 22,855  43,152  2,387  68,394 
General and administrative —  —  7,284  7,284 
Acquisition and certain other transaction related costs —  —  6,043  6,043 
Impairment of assets 11,299  —  —  11,299 

Total expenses 58,092  305,111  16,045  379,248 

Interest and other income —  1,466  3,668  5,134 
Interest expense (116) (152) (47,116) (47,384)
Loss before income tax expense and equity in net earnings of investees (4,840) (18,951) (51,488) (75,279)
Income tax expense —  —  (221) (221)
Equity in net earnings of investees 2,929  —  —  2,929 
Net loss $ (1,911) $ (18,951) $ (51,709) $ (72,571)
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  For the Six Months Ended June 30, 2023
  Office Portfolio SHOP Non-Segment Consolidated
Revenues:        

Rental income $ 110,390  $ —  $ 17,421  $ 127,811 
Residents fees and services —  564,438  —  564,438 

Total revenues 110,390  564,438  17,421  692,249 

Expenses:        
Property operating expenses 47,453  524,288  567  572,308 
Depreciation and amortization 42,890  85,304  5,000  133,194 
General and administrative —  —  13,157  13,157 
Acquisition and certain other transaction related costs —  —  6,136  6,136 
Impairment of assets 13,607  3,617  —  17,224 

Total expenses 103,950  613,209  24,860  742,019 

Gain on sale of properties —  1,233  —  1,233 
Gains on equity securities, net —  —  8,126  8,126 
Interest and other income —  1,466  7,863  9,329 
Interest expense (225) (423) (94,516) (95,164)
Loss on modification or early extinguishment of debt —  —  (1,075) (1,075)
Income (loss) before income tax expense and equity in net earnings of

investees 6,215  (46,495) (87,041) (127,321)
Income tax expense —  —  (190) (190)
Equity in net earnings of investees 2,282  —  —  2,282 
Net income (loss) $ 8,497  $ (46,495) $ (87,231) $ (125,229)

Under the Coronavirus Aid, Relief, and Economic Security Act, or the CARES Act, the U.S. Department of Health and Human Services established a Provider
Relief Fund. Subsequently, the American Rescue Plan Act, or ARPA, was enacted. Retention and use of the funds received under the CARES Act and ARPA 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. We
recognize income from government grants on a systematic and rational basis over the period in which we recognize the related expenses or loss of revenues for
which the grants are intended to compensate when there is reasonable assurance that we will comply with the applicable terms and conditions of the grant and
there is reasonable assurance that the grant will be received. We have received funds related to certain programs under the CARES Act, ARPA and various state
programs in which certain of our communities in our SHOP segment are located. We have recognized $1,466 and $959 with respect to those funds we received as
interest and other income in our condensed consolidated statements of comprehensive income (loss) with respect to our SHOP segment for the six months ended
June 30, 2023 and 2022, respectively.

  As of June 30, 2023
  Office Portfolio SHOP Non-Segment Consolidated

Total assets $ 1,922,835  $ 3,185,289  $ 477,351  $ 5,585,475 
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  For the Three Months Ended June 30, 2022
  Office Portfolio SHOP Non-Segment Consolidated
Revenues:        

Rental income $ 52,610  $ —  $ 9,912  $ 62,522 
Residents fees and services —  250,506  —  250,506 
Total revenues 52,610  250,506  9,912  313,028 

Expenses:        
Property operating expenses 22,026  244,040  —  266,066 
Depreciation and amortization 17,997  37,369  2,895  58,261 
General and administrative —  —  7,207  7,207 
Acquisition and certain other transaction related costs —  —  609  609 
Total expenses 40,023  281,409  10,711  332,143 

(Loss) gain on sale of properties (1,226) 540  —  (686)
Losses on equity securities, net —  —  (10,157) (10,157)
Interest and other income —  760  1,506  2,266 
Interest expense (216) (491) (55,268) (55,975)
Gain (loss) on modification or early extinguishment of debt 16  —  (29,576) (29,560)
Income (loss) before income tax benefit and equity in net earnings of

investees 11,161  (30,094) (94,294) (113,227)
Income tax benefit —  —  640  640 
Equity in net earnings of investees 3,204  —  —  3,204 
Net income (loss) $ 14,365  $ (30,094) $ (93,654) $ (109,383)

  For the Six Months Ended June 30, 2022
  Office Portfolio SHOP Non-Segment Consolidated
Revenues:        

Rental income $ 107,607  $ —  $ 20,200  $ 127,807 
Residents fees and services —  495,954  —  495,954 
Total revenues 107,607  495,954  20,200  623,761 

Expenses:        
Property operating expenses 45,473  489,335  —  534,808 
Depreciation and amortization 36,387  73,352  5,781  115,520 
General and administrative —  —  14,492  14,492 
Acquisition and certain other transaction related costs —  —  1,537  1,537 
Total expenses 81,860  562,687  21,810  666,357 

Gain on sale of properties 326,316  792  —  327,108 
Losses on equity securities, net —  —  (18,710) (18,710)
Interest and other income —  959  1,702  2,661 
Interest expense (581) (985) (111,540) (113,106)
Gain (loss) on modification or early extinguishment of debt 16  —  (30,059) (30,043)
Income (loss) before income tax expense and equity in net earnings of

investees 351,498  (65,967) (160,217) 125,314 
Income tax expense —  —  (832) (832)
Equity in net earnings of investees 6,558  —  —  6,558 
Net income (loss) $ 358,056  $ (65,967) $ (161,049) $ 131,040 
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  As of December 31, 2022
Office Portfolio SHOP Non-Segment Consolidated

Total assets $ 1,967,244  $ 3,147,785  $ 887,064  $ 6,002,093 

Note 8. Senior Living Community Management Agreements

Our managed senior living communities are operated by third parties pursuant to management agreements. Five Star Senior Living, or Five Star, which is an
operating division of AlerisLife, manages many of our SHOP communities. Five Star manages these communities pursuant to an amended and restated master
management agreement, or the Master Management Agreement, that we and Five Star are party to. AlerisLife guarantees the payment and performance of each of
its applicable subsidiary's obligations under the applicable management agreements pursuant to an amended and restated guaranty agreement.

In February 2022, we closed a senior living community that had previously been managed by Five Star. We are assessing opportunities to redevelop that
property. This community was one of the 108 communities that we and Five Star agreed in 2021 to transition to other third party managers or close. As of
December 31, 2021, we had transitioned the other 107 senior living communities, containing 7,340 living units, from Five Star to other third party managers. We
incurred costs related to retention and other transition costs for these communities. We recorded $517 and $1,445 for the three and six months ended June 30,
2022, respectively, of these costs to acquisition and certain other transaction related costs in our condensed consolidated statements of comprehensive income
(loss).

In connection with ABP Trust’s acquisition of AlerisLife, as described in Note 10, we entered into a Consent and Amendment Agreement, or the Consent
Agreement, on February 2, 2023, pursuant to which, among other things, we agreed to amend the Master Management Agreement. See Note 10 for further
information regarding the acquisition of AlerisLife, including the related amendment to the Master Management Agreement.

Our Senior Living Communities Managed by Five Star. Five Star managed 119 and 120 of our senior living communities as of June 30, 2023 and 2022,
respectively. We lease our senior living communities that are managed by Five Star to our taxable REIT subsidiaries, or TRSs.

We incurred management fees payable to Five Star of $9,890 and $8,971 for the three months ended June 30, 2023 and 2022, respectively, and $19,904 and
$17,903 for the six months ended June 30, 2023 and 2022, respectively. For the three months ended June 30, 2023 and 2022, $9,315 and $8,274, respectively, of
the total management fees were expensed to property operating expenses in our condensed consolidated statements of comprehensive income (loss) and $575 and
$697, respectively, were capitalized in our condensed consolidated balance sheets. For the six months ended June 30, 2023 and 2022, $18,452 and $16,416,
respectively, of the total management fees were expensed to property operating expenses in our condensed consolidated statements of comprehensive income
(loss) and $1,452 and $1,487, respectively, were capitalized in our condensed consolidated balance sheets. The amounts capitalized are being depreciated over the
estimated useful lives of the related capital assets.

We incurred fees of $334 and $1,736 for the three months ended June 30, 2023 and 2022, respectively, and $1,213 and $3,652 for the six months ended
June 30, 2023 and 2022, respectively, with respect to rehabilitation services Five Star provided at our senior living communities that are payable by us. These
amounts are included in property operating expenses in our condensed consolidated statements of comprehensive income (loss).

We lease to Five Star space at certain of our senior living communities, which it uses to provide certain outpatient rehabilitation and wellness services.

Our Senior Living Communities Managed by Other Third Party Managers. Several other third party managers managed 111 and 107 of our senior living
communities as of June 30, 2023 and 2022, respectively. We lease our senior living communities that are managed by these third party managers to our TRSs.
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We incurred management fees payable to these third party managers of $5,357 and $5,218 for the three months ended June 30, 2023 and 2022, respectively,
and $10,595 and $10,326 for the six months ended June 30, 2023 and 2022, respectively. These amounts are included in property operating expenses in our
condensed consolidated financial statements.

The following table presents residents fees and services revenue from all of our managed senior living communities disaggregated by the type of contract and
payer:

Three Months Ended June 30, Six Months Ended June 30,
Revenue from contracts with customers: 2023 2022 2023 2022
Basic housing and support services $ 226,606  $ 196,999  $ 448,793  $ 389,873 
Medicare and Medicaid programs 21,740  18,966  43,397  38,783 
Private pay and other third party payer SNF services 36,500  34,541  72,248  67,298 

Total residents fees and services $ 284,846  $ 250,506  $ 564,438  $ 495,954 

Note 9. Business and Property Management Agreements with RMR

We have no employees. The personnel and various services we require to operate our business are provided to us by RMR. We have two agreements with
RMR 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 operations of many of our properties, including our medical office and life science properties, and major renovation
or repositioning activities at our senior living communities that we may request RMR to manage from time to time. See Note 10 for further information regarding
our relationship, agreements and transactions with RMR.

We recognized net business management fees of $3,321 and $4,506 for the three months ended June 30, 2023 and 2022, respectively, and $6,591 and $9,319
for the six months ended June 30, 2023 and 2022, respectively. Based on our common share total return, as defined in our business management agreement, as of
each of June 30, 2023 and 2022, no estimated incentive fees are included in the net business management fees we recognized for the three or six months ended
June 30, 2023 or 2022. The actual amount of annual incentive fees for 2023, 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, 2023, and will be payable in January 2024. We did not incur any incentive fee payable for
the year ended December 31, 2022. 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 of $2,202 and $2,518 for the three months ended June 30, 2023 and
2022, respectively, and $4,194 and $4,909 for the six months ended June 30, 2023 and 2022, respectively. For the three months ended June 30, 2023 and 2022,
$1,400 and $1,272, respectively, of the total property management fees were expensed to property operating expenses in our condensed consolidated statements of
comprehensive income (loss) and $802 and $1,246, respectively, were capitalized as building improvements in our condensed consolidated balance sheets. For the
six months ended June 30, 2023 and 2022, $2,863 and $2,621, respectively, of the total property management fees were expensed to property operating expenses
in our condensed consolidated statements of comprehensive income (loss) and $1,331 and $2,288, respectively, were capitalized as building improvements in our
condensed consolidated balance sheets. The amounts capitalized 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 on our behalf. We are generally not
responsible for payment of RMR's employment, office or administrative expenses incurred to provide management services to us, except for the employment and
related expenses of RMR's employees assigned to work exclusively or partly at our properties, our share of the wages, benefits and other related costs of RMR's
centralized accounting personnel, our share of RMR'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. We reimbursed RMR $3,561 and
$3,111 for these expenses and costs for the three months ended June 30, 2023 and 2022, respectively, and $7,094 and $6,075 for the six months ended June 30,
2023 and 2022, respectively. These amounts are included in property operating expenses or general and administrative expenses, as applicable, in our condensed
consolidated statements of comprehensive income (loss) for these periods.
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As described in Note 10 below, contemporaneously with the execution of the Merger Agreement, we, OPI and RMR entered into a letter agreement pursuant
to which, on the terms and subject to conditions contained therein, we and RMR have acknowledged and agreed that, effective upon consummation of the Merger,
we shall have terminated our business and property management agreements with RMR for convenience, and RMR shall have waived its right to receive payment
of the termination fee pursuant to each such agreement upon such termination. The foregoing terminations and waivers apply only in respect of the Merger and do
not apply to any other transaction or arrangement.

Management Agreements Between Our Joint Ventures and RMR. We have two separate joint venture arrangements with third party institutional investors, the
Seaport JV and the LSMD JV. RMR provides management services to both of these joint ventures. Our joint ventures are not our consolidated subsidiaries and, as
a result, we are not obligated to pay management fees to RMR under our management agreements with RMR for the services it provides regarding the joint
ventures. We wholly owned the 10 medical office and life science properties included in the LSMD JV until the contribution of these properties to the LSMD JV in
January 2022, and we paid management fees to RMR for the management services it provided to us for those properties until the contribution of those properties to
the LSMD JV.

Note 10. Related Person Transactions

We have relationships and historical and continuing transactions with RMR, RMR Inc., AlerisLife (including Five Star) and others related to them, including
other companies to which RMR 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. 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. and AlerisLife, the chair of the board of directors, a managing
director and the president and chief executive officer of RMR Inc., an officer and employee of RMR and, until the acquisition of AlerisLife by ABP Trust on
March 20, 2023, the chair of the board of directors and a managing director of AlerisLife, and currently the sole director of AlerisLife. Jennifer F. Francis, our
other Managing Trustee and our President and Chief Executive Officer, and our Chief Financial Officer and Treasurer are also officers and employees of RMR.
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, an officer of ABP Trust, secretary of AlerisLife and, until March 20, 2023, a managing director of AlerisLife.
Certain of AlerisLife's officers are officers and employees of RMR. Some of our Independent Trustees also serve as independent trustees of other public companies
to which RMR or its subsidiaries provide management services. Mr. Portnoy serves as the chair of the board and as a managing trustee of these companies. Other
officers of RMR, including Ms. Clark, serve as managing trustees or officers of certain of these companies. In addition, officers of RMR and RMR Inc. serve as
our officers and officers of other companies to which RMR or its subsidiaries provide management services.

AlerisLife. Until March 20, 2023, we were AlerisLife's largest stockholder, owning 10,691,658 of AlerisLife's common shares, or approximately 31.9% of
AlerisLife's outstanding common shares, and ABP Acquisition LLC, or ABP Acquisition, a subsidiary of ABP Trust, together with ABP Trust, owned
approximately 6.1% of AlerisLife's outstanding common shares. Five Star is an operating division of AlerisLife. Five Star manages certain of the senior living
communities we own pursuant to the Master Management Agreement. RMR provides management services to both us and AlerisLife.

On February 2, 2023, AlerisLife entered into an Agreement and Plan of Merger, or the ALR Merger Agreement, with ABP Acquisition, and its wholly owned
subsidiary, ABP Acquisition 2 LLC, or ABP Acquisition 2. Pursuant to the ALR Merger Agreement, ABP Acquisition 2 commenced a tender offer to acquire all of
the outstanding AlerisLife common shares (other than the AlerisLife common shares held by ABP Trust, ABP Acquisition or their subsidiaries), at a price of $1.31
per share, net to the seller in cash, without interest, subject to any withholding of taxes. Following the consummation of the tender offer, on March 20, 2023, ABP
Acquisition 2 merged with and into AlerisLife, with AlerisLife as the surviving entity. We refer to the transactions contemplated by the ALR Merger Agreement as
the AlerisLife Transaction.

In connection with the ALR Merger Agreement, on February 2, 2023, we entered into the Consent Agreement with ABP Acquisition 2, ABP Acquisition, ABP
Trust and Adam D. Portnoy, or, collectively, the ABP Parties. Pursuant to the Consent Agreement, we: (1) consented to AlerisLife’s granting of certain exceptions
to the ownership restrictions set forth in its charter to the ABP Parties in connection with the AlerisLife Transaction, (2) waived any default under our Master
Management Agreement arising or resulting from the AlerisLife Transaction, (3) agreed to tender all of the 10,691,658 AlerisLife common shares that we and our
subsidiary owned, into the tender offer at the tender offer price, subject to the right, but not the
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obligation, to purchase, in a single private transaction, on or before December 31, 2023, a number of shares of common stock of the surviving entity in the
AlerisLife Transaction constituting a percentage up to 31.9% of the then issued and outstanding shares of the common stock of the surviving entity based on the
tender offer price and otherwise pursuant to a stockholders agreement to be entered into at the time of any such purchase on such terms as are negotiated and
mutually agreed by the parties, and (4) agreed to amend the Master Management Agreement to eliminate any change of control default or event of default
provisions effective upon the consummation of the AlerisLife Transaction.

See Note 8 for further information regarding our relationships, agreements and transactions with AlerisLife (including Five Star) and Note 5 for further
information regarding our investment in AlerisLife.

Merger Agreement with Office Properties Income Trust. As described further in Note 1, on April 11, 2023, we and OPI entered into the Merger Agreement,
pursuant to which, on the terms and subject to the satisfaction or waiver of the conditions thereof, we will be merged with and into OPI, with OPI continuing as the
surviving entity in the Merger. Subject to the satisfaction or waiver of closing conditions, the Merger is expected to close during the third quarter of 2023.

RMR serves as our and OPI’s manager and will continue to manage the surviving entity following the Merger. Contemporaneously with the execution of the
Merger Agreement, we, OPI and RMR entered into a letter agreement pursuant to which, on the terms and subject to conditions contained therein, we and RMR
have acknowledged and agreed that, effective upon consummation of the Merger, we shall have terminated our business and property management agreements
with RMR for convenience, and RMR shall have waived its right to receive payment of the termination fee pursuant to each such agreement upon such
termination. The foregoing terminations and waivers apply only in respect of the Merger and do not apply to any other transaction or arrangement.

Our Joint Ventures. In connection with our entering into the LSMD JV in January 2022, we paid mortgage escrow amounts and closing costs that were
payable by that joint venture. Those costs totaled $6,040 as of June 30, 2023 and are included in other assets, net, in our condensed consolidated balance sheet.
RMR provides management services to each of the Seaport JV and the LSMD JV. See Note 9 for further information regarding those management agreements with
RMR.

Our Manager, RMR. We have two agreements with RMR to provide management services to us. See Note 9 for further information regarding our management
agreements with RMR.

Leases with RMR. We lease office space to RMR in certain of our properties for RMR’s property management offices. Pursuant to our lease agreements with
RMR, we recognized rental income from RMR for leased office space of $13 and $78 for the three months ended June 30, 2023 and 2022, respectively, and $74
and $148 for the six months ended June 30, 2023 and 2022, respectively.

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

Note 11.  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. Our
current income tax expense (or benefit) fluctuates from period to period based primarily on the timing of our income, including gains on the disposition of
properties or losses in a particular quarter. For the three months ended June 30, 2023 and 2022, we recognized income tax expense of $221 and benefit of $640,
respectively, and for the six months ended June 30, 2023 and 2022, we recognized income tax expense of $190 and $832, respectively.
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Note 12. Weighted Average Common Shares (share amounts in thousands)

We calculate basic earnings per common share using the two class method. 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, together with the related impact on earnings, are
considered when calculating diluted earnings per share.
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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 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, 2023, we wholly owned 376 properties, including four properties classified as held for sale and five
closed senior living communities, located in 36 states and Washington, D.C. At June 30, 2023, 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 $7.1 billion.

On April 11, 2023, we and OPI entered into the Merger Agreement, pursuant to which, on the terms and subject to the satisfaction or waiver of the conditions
thereof, we will be merged with and into OPI, with OPI continuing as the surviving entity. Pursuant to the terms and subject to the conditions and limitations set
forth in the Merger Agreement, at the Effective Time, each of our common shares issued and outstanding as of immediately prior to the Effective Time will be
automatically converted into the right to receive 0.147 of a newly issued OPI Common Share, subject to adjustment for certain reclassifications, distributions,
recapitalizations or similar transactions and other exceptional distributions as described in the Merger Agreement, with cash paid in lieu of fractional shares. At the
Effective Time, any outstanding unvested common share awards under our equity compensation plan will be converted into an award under OPI’s equity
compensation plan, subject to substantially similar vesting requirements and other terms and conditions, of a number of OPI Common Shares determined by
multiplying the number of our unvested common shares subject to such award by the Exchange Ratio (rounded down to the nearest whole number). Other than as
provided in the Merger Agreement, the Exchange Ratio is fixed and will not be adjusted to reflect changes in the market price of our common shares or the OPI
Common Shares prior to the Effective Time. The OPI Common Shares issued and outstanding immediately prior to the Effective Time will remain issued and
outstanding common shares of beneficial ownership of the surviving entity following the Merger. OPI expects to change its name from “Office Properties Income
Trust” to “Diversified Properties Trust” at the Effective Time and, following the Effective Time, will change its ticker symbol to "DPT". For more information and
risks regarding the Merger, see Note 1 to our condensed consolidated financial statements included in Part 1, Item 1, and Part II, Item 1A "Risk Factors," of this
Quarterly Report on Form 10-Q.

As of June 30, 2023, we owned an equity interest in each of the Seaport JV and the LSMD JV that own medical office and life science properties located in
five states with an aggregate of approximately 2.2 million rentable square feet that were 98% leased with an average (by annualized rental income) remaining lease
term of 5.6 years.

We are closely monitoring the impacts of the current economic and market conditions on all aspects of our business, including, but not limited to, labor
availability constraints, wage and commodity price inflation, rising or sustained high interest rates, geopolitical risks and economic downturns or recessions. We
expect labor, insurance and food costs to continue to increase with respect to our SHOP segment.

In response to inflationary pressures, the U.S. Federal Reserve has significantly increased the federal funds rate since the beginning of 2022 and has indicated
that there may be additional increases. These inflationary pressures and rising interest rates in the United States and globally have given rise to increasing concerns
that the U.S. economy may soon enter an economic downturn or recession and they have caused disruptions in the financial markets. An economic recession, or
continued or intensified disruptions in the financial markets, could adversely affect our financial condition and that of our managers, operators and tenants, could
adversely impact the ability or willingness of our managers, operators, tenants or residents to pay the contractual amounts of returns, rents or other obligations due
to us, could impair our ability to effectively deploy our capital or realize our target returns on our investments, may restrict our access to, and would likely increase
our cost of, capital and may cause the values of our properties and of our securities to decline.

The senior living industry experienced significant disruptions during the COVID-19 pandemic. Although our and certain of our managers' and other operators'
and tenants' businesses have improved from low points experienced during the COVID-19 pandemic, the recovery of our SHOP segment has been slower than
previously anticipated, and we cannot be sure when or if the senior housing business will return to historic pre-pandemic levels due to changed market practices,
delayed returns to prior market practices, current market and economic conditions, such as rising or sustained high interest rates, wage and commodity price
inflation, limited labor availability, geopolitical instability (such as the war in Ukraine) and economic downturns or recessions, or otherwise. For example,
although occupancy in our SHOP segment has increased, the rate of occupancy growth has been slower than previously anticipated and increased operating costs
resulting from wage and commodity price inflation and limited labor availability, among other things, continue to negatively impact margins. As a result of these
uncertainties, we
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are unable to determine what the ultimate impacts of the COVID-19 pandemic will be on our, our managers', operators', our tenants' and other stakeholders'
businesses, operations, financial results and financial position. For further information and risks relating to these economic uncertainties, including changes related
to the COVID-19 pandemic, and their impact on our business and financial condition, see Part I, Item 1, "Business" and Part I, Item 1A, "Risk Factors" in our
Annual Report.

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, 2023
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 2023

Revenues

% of
Q2 2023

Revenues Q2 2023 NOI % of Q2 2023
NOI

Office Portfolio 105  8,796,541  sq. ft. $ 2,293,360  32.2 % $ 261  $ 53,368  15.4 % $ 29,430  49.1 %
SHOP 234  25,322  units 4,448,414  62.4 % $ 175,674  284,846  82.3 % 22,887  38.2 %
Triple net leased senior living
communities 27  2,062  units 202,737  2.8 % $ 98,321  5,198  1.5 % 5,198  8.7 %
Wellness centers 10  812,000  sq. ft. 179,025  2.6 % $ 220  2,807  0.8 % 2,476  4.0 %

Total 376    $ 7,123,536  100.0 % $ 346,219  100.0 % $ 59,991  100.0 %

  Occupancy
As of and For the Three Months Ended

June 30,
  2023 2022
Office Portfolio 85.8 % 88.1 %
SHOP 77.8 % 73.6 %
Triple net leased senior living communities 80.8 % 78.7 %
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, 2023.

(3) 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”.

(4) 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 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.

(5) Medical office and life science property occupancy data is as of June 30, 2023 and 2022 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.

(6) 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.

(7) 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, 2023 and 2022, or the most recent prior period for which tenant operating
results are made available to us. We have not independently verified tenant operating data.

(1) (2) (3)

(4)

(5)

(6)(7)
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During the three and six months ended June 30, 2023, 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, 2023
  New Leases Renewals Total
Square feet leased during the quarter 163  161  324 
Weighted average rental rate change (by rentable square feet) 0.5 % 2.1 % 1.3 %
Weighted average lease term (years) 8.2  5.7  6.9 
Total leasing costs and concession commitments $ 8,602  $ 2,038  $ 10,640 
Total leasing costs and concession commitments per square foot $ 52.84  $ 12.66  $ 32.86 
Total leasing costs and concession commitments per square foot per year $ 6.47  $ 2.23  $ 4.78 

Six Months Ended June 30, 2023
  New Leases Renewals Total
Square feet leased during the period 201  195  396 
Weighted average rental rate change (by rentable square feet) 5.1 % 3.9 % 4.5 %
Weighted average lease term (years) 9.1  5.6  7.3 
Total leasing costs and concession commitments $ 12,772  $ 2,764  $ 15,536 
Total leasing costs and concession commitments per square foot $ 63.69  $ 14.13  $ 39.22 
Total leasing costs and concession commitments per square foot per year $ 7.04  $ 2.51  $ 5.35 

(1) Weighted based on annualized rental income pursuant to existing leases as of June 30, 2023, 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.

Lease Expiration Schedules

As of June 30, 2023, lease expirations at our medical office and life science properties in our Office Portfolio segment were 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
2023 40 493,363  6.5 % 6.5 % $ 15,076  6.8 % 6.8 %
2024 67 809,109  10.7 % 17.2 % 19,359  8.8 % 15.6 %
2025 76 709,745  9.4 % 26.6 % 17,732  8.1 % 23.7 %
2026 61 776,502  10.3 % 36.9 % 24,064  10.9 % 34.6 %
2027 59 874,557  11.6 % 48.5 % 21,580  9.8 % 44.4 %
2028 54 1,085,878  14.4 % 62.9 % 29,628  13.5 % 57.9 %
2029 39 490,707  6.5 % 69.4 % 14,468  6.6 % 64.5 %
2030 23 293,026  3.9 % 73.3 % 7,419  3.4 % 67.9 %
2031 17 896,062  11.9 % 85.2 % 25,982  11.8 % 79.7 %
2032 and thereafter 51 1,118,154  14.8 % 100.0 % 44,953  20.3 % 100.0 %

Total 487 7,547,103  100.0 % $ 220,261  100.0 %

Weighted average remaining lease term (in years) 5.1  5.4 

(1) Annualized rental income is based on rents pursuant to existing leases as of June 30, 2023, 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.

Lease expiration data for our triple net leased senior living communities and wellness centers that are leased to third party operators has not been provided
because there were no changes to the lease expiration schedules from those reported in our Annual Report, except that (i) in February 2023, we entered into a 15
year lease, which commenced in June 2023, with a private operator for one of our wellness centers, (ii) in March 2023, we entered into two separate 20 year leases,
which are expected to

(1)

(2)

(2)

(2)

(1)

(2)

(2)

(2)

(1)
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commence in 2024, with an operator for two of our wellness centers and (iii) we have renewed our leases with a tenant of three of our wellness centers for a two
year term expiring in 2025.
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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 managers to operate the communities on our behalf.

We also report “non-segment” operations, which consists of triple net leased senior living communities and wellness centers that are leased to third party
operators from which we receive rents, 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, 2023 and 2022:

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022

Revenues:    
Office Portfolio $ 53,368  $ 52,610  $ 110,390  $ 107,607 
SHOP 284,846  250,506  564,438  495,954 
Non-Segment 8,005  9,912  17,421  20,200 

Total revenues $ 346,219  $ 313,028  $ 692,249  $ 623,761 

Net income (loss):
Office Portfolio $ (1,911) $ 14,365  $ 8,497  $ 358,056 
SHOP (18,951) (30,094) (46,495) (65,967)
Non-Segment (51,709) (93,654) (87,231) (161,049)

Net income (loss) $ (72,571) $ (109,383) $ (125,229) $ 131,040 

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, 2023 Compared to Three Months Ended June 30, 2022 (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, 2023 to the three months ended June 30, 2022. 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,
2023 2022 $ Change % Change

NOI by segment:
Office Portfolio $ 29,430  $ 30,584  $ (1,154) (3.8)%
SHOP 22,887  6,466  16,421  254.0 %
Non-Segment 7,674  9,912  (2,238) (22.6)%
Total NOI 59,991  46,962  13,029  27.7 %

Depreciation and amortization 68,394  58,261  10,133  17.4 %
General and administrative 7,284  7,207  77  1.1 %
Acquisition and certain other transaction related costs 6,043  609  5,434  nm
Impairment of assets 11,299  —  11,299  nm
Loss on sale of properties —  (686) 686  (100.0)%
Losses on equity securities, net —  (10,157) 10,157  (100.0)%
Interest and other income 5,134  2,266  2,868  126.6 %
Interest expense (47,384) (55,975) 8,591  (15.3)%
Loss on modification or early extinguishment of debt —  (29,560) 29,560  (100.0)%
Loss before income tax (expense) benefit and equity in net earnings of investees (75,279) (113,227) 37,948  nm
Income tax (expense) benefit (221) 640  (861) (134.5)%
Equity in net earnings of investees 2,929  3,204  (275) (8.6)%
Net loss $ (72,571) $ (109,383) $ 36,812  nm

    nm - not meaningful

Office Portfolio:

  Comparable Properties All Properties
  As of June 30, As of June 30,
  2023 2022 2023 2022
Total buildings 91  91  105  104 
Total square feet 7,677  7,689  8,797  8,723 
Occupancy 93.0 % 93.1 % 85.8 % 88.1 %

(1) Consists of medical office and life science properties that we have owned and which have been in service continuously since April 1, 2022; excludes properties classified as held for sale or out
of service undergoing redevelopment, if any, and medical office and life science properties owned by unconsolidated joint ventures in each of which we own an equity interest.

Three Months Ended June 30,
Comparable Non-Comparable

 Properties Results Properties Results Consolidated Properties Results
$ % $ %

  2023 2022 Change Change 2023 2022 2023 2022 Change Change
Rental income $ 49,607  $ 48,036  $ 1,571  3.3 % $ 3,761  $ 4,574  $ 53,368  $ 52,610  $ 758  1.4 %
Property operating expenses (20,000) (19,171) 829  4.3 % (3,938) (2,855) (23,938) (22,026) 1,912  8.7 %
NOI $ 29,607  $ 28,865  $ 742  2.6 % $ (177) $ 1,719  $ 29,430  $ 30,584  $ (1,154) (3.8)%

(1) Consists of medical office and life science properties that we have owned and which have been in service continuously since April 1, 2022; excludes properties classified as held for sale or out
of service undergoing redevelopment, if any, and medical office and life science properties owned by unconsolidated joint ventures in each of which we own an equity interest.

(1)

(1)
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Rental income. Rental income increased primarily due to an increase in rental income at our comparable properties, at certain of our recently redeveloped
properties and our acquisition of one property since April 1, 2022, partially offset by a tenant default at one of our properties resulting in a write off of the
corresponding unamortized straight line rent receivable and certain of our properties being taken out of service and/or currently undergoing redevelopment. Rental
income increased at our comparable properties primarily due to higher average rents resulting from our new and renewal leasing activity, increases in property
operating expense reimbursements at certain of our comparable properties and increased parking revenue 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, at certain of our recently redeveloped properties
and our acquisition of one property since April 1, 2022. Property operating expenses at our comparable properties increased primarily due to increases in real
estate taxes and other direct costs at certain of our comparable properties, partially offset by decreases in utility expenses.

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,
  2023 2022 2023 2022
Total properties 225  225  234  234 
Number of units 24,612  24,612  25,322  25,075 
Occupancy 78.0 % 73.6 % 77.8 % 73.6 %
Average monthly rate $ 4,808  $ 4,510  $ 4,809  $ 4,480 

(1) Consists of senior living communities that we have owned and which have been in service, reported in the same segment and operated by the same operator continuously since April 1, 2022;
excludes communities classified as held for sale, closed or out of service, 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
$ % $ %

  2023 2022 Change Change 2023 2022 2023 2022 Change Change
Residents fees and services $ 280,176  $ 247,866  $ 32,310  13.0 % $ 4,670  $ 2,640  $ 284,846  $ 250,506  $ 34,340  13.7 %
Property operating expenses (257,215) (240,038) 17,177  7.2 % (4,744) (4,002) (261,959) (244,040) 17,919  7.3 %

NOI $ 22,961  $ 7,828  $ 15,133  193.3 % $ (74) $ (1,362) $ 22,887  $ 6,466  $ 16,421  254.0 %

(1) Consists of senior living communities that we have owned and which have been in service, reported in the same segment and operated by the same operator continuously since April 1, 2022;
excludes communities classified as held for sale, closed or out of service, 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 increased primarily due to increases in occupancy and average monthly rate at our
comparable properties and the transfer of three previously leased properties to our SHOP segment as described below, partially offset by our community that was
taken out of service due to damage sustained by Hurricane Ian.

Property operating expenses. Property operating expenses consist of real estate taxes, utility expenses, insurance, wages and benefit costs of property level
personnel, repairs and maintenance expense, management fees, cleaning expense and other direct costs of operating these communities. Property operating
expenses increased primarily due to increases in labor costs, increased sales and marketing costs to improve occupancy and the transfer of three previously leased
properties to our SHOP segment as described below, partially offset by our community that was taken out of service due to damage sustained by Hurricane Ian.

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

(1)

(2)

(1)
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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,
  2023 2022 2023 2022
Total properties:
Triple net leased senior living communities 26  26  27  30 
Wellness centers 10  10  10  10 

(1) Non-segment operations consists of all of our other operations, including certain senior living communities and wellness centers that are leased to third party operators, 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 reported in the same segment and leased to the same operator continuously since April 1, 2022; excludes
properties classified as held for sale, if any.

Three Months Ended June 30,
Comparable Non-Comparable

Properties Results Properties Results Consolidated Properties Results
$ % $ %

  2023 2022 Change Change 2023 2022 2023 2022 Change Change
Rental income $ 8,005  $ 8,977  $ (972) (10.8)% $ —  $ 935  $ 8,005  $ 9,912  $ (1,907) (19.2)%
Property operating expenses (331) —  331  nm —  —  (331) —  331  nm

NOI $ 7,674  $ 8,977  $ (1,303) (14.5)% $ —  $ 935  $ 7,674  $ 9,912  $ (2,238) (22.6)%

nm - not meaningful

(1) Consists of properties that we have owned and which have been reported in the same segment and leased to the same operator continuously since April 1, 2022; excludes properties classified as
held for sale, if any.

Rental income. Rental income decreased primarily due to the termination of the lease agreements for three of our senior living communities which were
replaced with management agreements under our TRS structure and a decrease in rental income at our comparable properties. The decrease in comparable
properties rental income was primarily due to cash rents received during the three months ended June 30, 2022 from a tenant previously in default under leases for
six of our wellness centers. In January 2023, we agreed to amend the lease for three of these wellness centers and repossess the remaining three wellness centers.
In February 2023, we entered into a 15 year lease, which commenced in June 2023, with a private operator for one of these repossessed wellness centers. In March
2023, we entered into two separate 20 year leases, which are expected to commence in 2024, with an operator for the remaining two repossessed wellness centers.

Property operating expenses. Property operating expenses consist of real estate taxes and other expenses we paid on behalf of a tenant previously in default
under leases for six of our wellness centers. Pursuant to an agreement with this tenant in January 2023, we expect to continue to incur real estate taxes and other
direct costs for three of these wellness centers. We will also continue to pay real estate taxes and other direct costs for the three wellness centers leased in February
and March 2023, until the expenses become the tenants' responsibility pursuant to the leases.

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

Consolidated:

Depreciation and amortization expense. Depreciation and amortization expense increased primarily due to the purchase of capital improvements at certain of
our properties and our acquisition of one property since April  1, 2022. Increases in depreciation and amortization expenses were partially offset by certain
depreciable assets becoming fully depreciated since April 1, 2022.

General and administrative expense. General and administrative expense consists of fees paid to RMR 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 legal fees, partially offset by a decrease in our base business management fees expense as a result
of lower consolidated indebtedness and lower trading prices for our common shares during the three months ended June 30, 2023 compared to the three months
ended June 30, 2022.

(1)

(2)

(1)
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Acquisition and certain other transaction related costs.  For the three months ended June  30, 2023, acquisition and certain other transaction related costs
primarily represent costs incurred in connection with the Merger. For the three months ended June 30, 2022, acquisition and certain other transaction related costs
primarily represent costs related to the transition of certain senior living communities to other third party managers.

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.

Loss on sale of properties. Loss on sale of properties is the net result of our sales of certain of our properties and joint venture equity interests during the three
months ended June 30, 2022. For further information regarding 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.

Losses on equity securities, net. Losses on equity securities, net, represent the net unrealized losses to adjust our former investment in AlerisLife to its fair
value. For further information regarding our former investment in AlerisLife, see Notes 5 and 10 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 higher interest earned during the three months ended June 30, 2023 as
a result of higher interest rates compared to the three months ended June 30, 2022. The increase in interest and other income is also due to $1,466 of funds we
received from certain programs under the CARES Act, ARPA and various state programs during the three months ended June 30, 2023 compared to $760 received
during the three months ended June 30, 2022.

Interest expense. Interest expense decreased primarily due to our redemption in June 2022 of $500,000 of our 9.75% senior notes due 2025 and a decrease in
average borrowings under our credit facility. These decreases were partially offset by an increase in interest rates under our credit facility.

Loss on modification or early extinguishment of debt. During the three months ended June 30, 2022, we recorded a loss on early extinguishment of debt in
connection with our redemption of $500,000 of our 9.75% senior notes due 2025, partially offset by a gain on early extinguishment of debt in connection with our
prepayment of a mortgage note.

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

Equity in net earnings of investees. Equity in net earnings of investees is the change in the fair value of our investments in our joint ventures.
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Six Months Ended June 30, 2023 Compared to Six Months Ended June 30, 2022 (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, 2023 to the six months ended June 30, 2022. 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,
2023 2022 $ Change % Change

NOI by segment:
Office Portfolio $ 62,937  $ 62,134  $ 803  1.3 %
SHOP 40,150  6,619  33,531  506.6 %
Non-Segment 16,854  20,200  (3,346) (16.6)%
Total NOI 119,941  88,953  30,988  34.8 %

Depreciation and amortization 133,194  115,520  17,674  15.3 %
General and administrative 13,157  14,492  (1,335) (9.2)%
Acquisition and certain other transaction related costs 6,136  1,537  4,599  299.2 %
Impairment of assets 17,224  —  17,224  nm
Gain on sale of properties 1,233  327,108  (325,875) (99.6)%
Gains and losses on equity securities, net 8,126  (18,710) 26,836  (143.4)%
Interest and other income 9,329  2,661  6,668  250.6 %
Interest expense (95,164) (113,106) 17,942  (15.9)%
Loss on modification or early extinguishment of debt (1,075) (30,043) 28,968  (96.4)%
(Loss) income before income tax expense and equity in net earnings of investees (127,321) 125,314  (252,635) nm
Income tax expense (190) (832) 642  (77.2)%
Equity in net earnings of investees 2,282  6,558  (4,276) (65.2)%
Net (loss) income $ (125,229) $ 131,040  $ (256,269) nm

    nm - not meaningful

Office Portfolio:

  Comparable Properties All Properties
  As of June 30, As of June 30,
  2023 2022 2023 2022
Total buildings 91  91  105  104 
Total square feet 7,677  7,689  8,797  8,723 
Occupancy 93.0 % 93.1 % 85.8 % 88.1 %

(1) Consists of medical office and life science properties that we have owned and which have been in service continuously since January 1, 2022; excludes properties classified as held for sale or
out of service undergoing redevelopment, if any, and medical office and life science properties owned by unconsolidated joint ventures in each of which we own an equity interest.

Six Months Ended June 30,
Comparable Non-Comparable

Properties Results Properties Results Consolidated Properties Results
$ % $ %

  2023 2022 Change Change 2023 2022 2023 2022 Change Change
Rental income $ 98,858  $ 95,781  $ 3,077  3.2 % $ 11,532  $ 11,826  $ 110,390  $ 107,607  $ 2,783  2.6 %
Property operating expenses (39,695) (38,367) 1,328  3.5 % (7,758) (7,106) (47,453) (45,473) 1,980  4.4 %

NOI $ 59,163  $ 57,414  $ 1,749  3.0 % $ 3,774  $ 4,720  $ 62,937  $ 62,134  $ 803  1.3 %

(1) Consists of medical office and life science properties that we have owned and which have been in service continuously since January 1, 2022; excludes properties classified as held for sale or
out of service undergoing redevelopment, if any, and medical office and life science properties owned by unconsolidated joint ventures in each of which we own an equity interest.

(1)

(1)
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Rental income. Rental income increased primarily due to our acquisition of one property since January 1, 2022 and an increase in rental income at our
comparable properties and at certain of our recently redeveloped properties, partially offset by the deconsolidation of 10 medical office and life science properties
currently owned by an unconsolidated joint venture in which we own an equity interest, a tenant default at one of our properties resulting in a write off of the
corresponding unamortized straight line rent receivable and certain of our properties being taken out of service and/or currently undergoing redevelopment. Rental
income increased at our comparable properties primarily due to higher average rents resulting from our new and renewal leasing activity, increases in property
operating expense reimbursements at certain of our comparable properties and increased parking revenue at certain of our comparable properties.

Property operating expenses. The increase in property operating expenses is primarily due to an increase in property operating expenses at our comparable
properties, at certain of our recently redeveloped properties and our acquisition of one property since January 1, 2022, partially offset by the deconsolidation of 10
medical office and life science properties currently owned by an unconsolidated joint venture in which we own an equity interest. Property operating expenses at
our comparable properties increased primarily due to increases in insurance expense, real estate taxes and other direct costs at certain of our comparable properties,
partially offset by decreases in landscaping expenses.

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,
  2023 2022 2023 2022
Total properties 225  225  234  234 
Number of units 24,612  24,612  25,322  25,075 
Occupancy 77.6 % 73.3 % 77.4 % 73.3 %
Average monthly rate $ 4,822  $ 4,505  $ 4,823  $ 4,476 

(1) Consists of senior living communities that we have owned and which have been in service, reported in the same segment and operated by the same operator continuously since January 1, 2022;
excludes communities classified as held for sale, closed or out of service, 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
$ % $ %

  2023 2022 Change Change 2023 2022 2023 2022 Change Change
Residents fees and services $ 555,165  $ 490,697  $ 64,468  13.1 % $ 9,273  $ 5,257  $ 564,438  $ 495,954  $ 68,484  13.8 %
Property operating expenses (514,705) (481,194) 33,511  7.0 % (9,583) (8,141) (524,288) (489,335) 34,953  7.1 %

NOI $ 40,460  $ 9,503  $ 30,957  325.8 % $ (310) $ (2,884) $ 40,150  $ 6,619  $ 33,531  506.6 %

(1) Consists of senior living communities that we have owned and which have been in service, reported in the same segment and operated by the same operator continuously since January 1, 2022;
excludes communities classified as held for sale, closed or out of service, if any.

Residents fees and services. Residents fees and services increased primarily due to increases in occupancy and average monthly rate at our comparable
properties and the transfer of three previously leased properties to our SHOP segment as described below, partially offset by our community that was taken out of
service due to damage sustained by Hurricane Ian.

Property operating expenses. Property operating expenses increased primarily due to increases in labor costs, increased sales and marketing costs to improve
occupancy and the transfer of three previously leased properties to our SHOP segment as described below, partially offset by our community that was taken out of
service due to damage sustained by Hurricane Ian.

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

(1)

(2)

(1)

33



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,
  2023 2022 2023 2022
Total properties:
Triple net leased senior living communities 26  26  27  30 
Wellness centers 10  10  10  10 

(1) Non-segment operations consists of all of our other operations, including certain senior living communities and wellness centers that are leased to third party operators, 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 reported in the same segment and leased to the same operator continuously since  January 1, 2022;
excludes properties classified as held for sale, if any.

Six Months Ended June 30,
Comparable Non-Comparable

Properties Results Properties Results Consolidated Properties Results
$ % $ %

  2023 2022 Change Change 2023 2022 2023 2022 Change Change
Rental income $ 17,421  $ 17,938  $ (517) (2.9)% $ —  $ 2,262  $ 17,421  $ 20,200  $ (2,779) (13.8)%
Property operating expenses (567) —  567  nm —  —  (567) —  567  nm

NOI $ 16,854  $ 17,938  $ (1,084) (6.0)% $ —  $ 2,262  $ 16,854  $ 20,200  $ (3,346) (16.6)%

nm - not meaningful

(1) Consists of properties that we have owned and which have been reported in the same segment and leased to the same operator continuously since January 1, 2022; excludes properties classified
as held for sale, if any.

Rental income. Rental income decreased primarily due to the termination of the lease agreements for three of our senior living communities which were
replaced with management agreements under our TRS structure and a decrease in rental income at our comparable properties. The decrease in comparable
properties rental income was primarily due to cash rents received during the six months ended June 30, 2022 from a tenant previously in default under leases for
six of our wellness centers. In January 2023, we agreed to amend the lease for three of these wellness centers and repossess the remaining three wellness centers.
In February 2023, we entered into a 15 year lease, which commenced in June 2023, with a private operator for one of these repossessed wellness centers. In March
2023, we entered into two separate 20 year leases, which are expected to commence in 2024, with an operator for the remaining two repossessed wellness centers.

Property operating expenses. Property operating expenses consist of real estate taxes and other expenses we paid on behalf of a tenant previously in default
under leases for six of our wellness centers. Pursuant to an agreement with this tenant in January 2023, we expect to continue to incur real estate taxes and other
direct costs for three of these wellness centers. We will also continue to pay real estate taxes and other direct costs for the three wellness centers leased in February
and March 2023, until the expenses become the tenants' responsibility pursuant to the leases.

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

Consolidated:

Depreciation and amortization expense. Depreciation and amortization expense increased primarily due to the purchase of capital improvements at certain of
our properties and our acquisition of one property since January 1, 2022. Increases in depreciation and amortization expenses were partially offset by the
deconsolidation of 10 medical office and life science properties owned by an unconsolidated joint venture in which we own an equity interest and certain
depreciable assets becoming fully depreciated since January 1, 2022.

General and administrative expense. General and administrative expense decreased primarily due to a decrease in our base business management fees expense
as a result of lower consolidated indebtedness and lower trading prices for our common shares during the six months ended June 30, 2023 compared to the six
months ended June 30, 2022, partially offset by an increase in legal fees.

(1)

(2)

 (1)
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Acquisition and certain other transaction related costs.  For the six months ended June  30, 2023, acquisition and certain other transaction related costs
primarily represent costs incurred in connection with the Merger. For the six months ended June 30, 2023 and 2022, acquisition and certain other transaction
related costs also include costs related to the transition of certain senior living communities to other third party managers.

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.

Gain on sale of properties. Gain on sale of properties is the net result of our sales of certain of our properties and joint venture equity interests during the six
months ended June 30, 2023 and 2022. 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 realized and unrealized gains and losses to adjust our
former investment in AlerisLife to its fair value. For further information regarding our former investment in AlerisLife, see Notes 5 and 10 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 higher interest earned during the six months ended June 30, 2023 as a
result of higher interest rates compared to the six months ended June 30, 2022. The increase in interest and other income is also due to $1,466 of funds we received
from certain programs under the CARES Act, ARPA and various state programs during the six months ended June 30, 2023 compared to $959 received during the
six months ended June 30, 2022.

Interest expense. Interest expense decreased primarily due to our redemption in June 2022 of $500,000 of our 9.75% senior notes due 2025 and a decrease in
average borrowings under our credit facility. This decrease was partially offset by an increase in interest rates under our credit facility.

Loss on modification or early extinguishment of debt. During the six months ended June 30, 2023, we recorded a loss on modification or early extinguishment
of debt in connection with the amendment to our credit agreement. During the six months ended June 30, 2022, we recorded a loss on modification or early
extinguishment of debt in connection with the amendment to our credit agreement and our redemption of $500,000 of our 9.75% senior notes due 2025, partially
offset by a gain on early extinguishment of debt in connection with our prepayment of a mortgage note.

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.

Equity in net earnings of investees. Equity in net earnings of investees is the change in the fair value of our investments in our joint ventures.
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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 SEC, including funds from operations, or FFO, normalized
funds from operations, or Normalized FFO, and NOI for the three and six months ended June 30, 2023 and 2022. These measures do not represent cash generated
by operating activities in accordance with GAAP and should not be considered alternatives to net income (loss) as indicators of our operating performance or as
measures of our liquidity. These measures should be considered in conjunction with net income (loss) 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). 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

We calculate FFO and Normalized FFO as shown below. FFO is calculated on the basis defined by the National Association of Real Estate Investment Trusts,
which is net income (loss), calculated in accordance with GAAP, excluding any gain or loss on sale of properties, equity in net earnings or losses of unconsolidated
joint ventures, loss on impairment of real estate assets, gains or losses on equity securities, net, if any, and including adjustments to reflect our proportionate share
of FFO of our former equity method investment in AlerisLife for the periods we had an equity investment in AlerisLife that we accounted for as an equity method
investment and our proportionate share of FFO from our unconsolidated joint ventures, plus real estate depreciation and amortization of consolidated properties, as
well as certain other adjustments currently not applicable to us. In calculating Normalized FFO, we adjust for the items shown below including similar adjustments
for our unconsolidated joint ventures, if any. FFO and Normalized FFO are among the factors considered by our Board 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 and Normalized FFO differently
than we do.

Our calculations of FFO and Normalized FFO for the three and six months ended June 30, 2023 and 2022 and reconciliations of net income (loss), the most
directly comparable financial measure under GAAP reported in our condensed consolidated financial statements, to FFO and Normalized FFO appear in the
following table. This table also provides a comparison of distributions to shareholders, FFO and Normalized FFO and net income (loss) per share for these periods.
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  Three Months Ended June 30, Six Months Ended June 30,
  2023 2022 2023 2022
Net (loss) income $ (72,571) $ (109,383) $ (125,229) $ 131,040 
Depreciation and amortization 68,394  58,261  133,194  115,520 
Loss (gain) on sale of properties —  686  (1,233) (327,108)
Impairment of assets 11,299  —  17,224  — 
Gains and losses on equity securities, net —  10,157  (8,126) 18,710 
Equity in net earnings of unconsolidated joint ventures (2,929) (3,204) (2,282) (6,558)
Share of FFO from unconsolidated joint ventures 1,897  3,704  3,896  7,379 
Adjustments to reflect our share of FFO attributable to an equity method investment —  (1,466) (1,586) (3,398)

FFO 6,090  (41,245) 15,858  (64,415)

Acquisition and certain other transaction related costs 6,043  609  6,136  1,537 
Loss on modification or early extinguishment of debt —  29,560  1,075  30,043 
Adjustments to reflect our share of Normalized FFO attributable to an equity method
investment —  681  1,576  539 

Normalized FFO $ 12,133  $ (10,395) $ 24,645  $ (32,296)

Weighted average common shares outstanding (basic and diluted) 238,682  238,197  238,636  238,173 

Per common share data (basic and diluted):
Net (loss) income $ (0.30) $ (0.46) $ (0.52) $ 0.55 

FFO $ 0.03  $ (0.17) $ 0.07  $ (0.27)

Normalized FFO $ 0.05  $ (0.04) $ 0.10  $ (0.14)

Distributions declared $ 0.01  $ 0.01  $ 0.02  $ 0.02 

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, 2023 and 2022.

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022

Reconciliation of Net Income (Loss) to NOI:        
Net (loss) income $ (72,571) $ (109,383) $ (125,229) $ 131,040 

Equity in net earnings of investees (2,929) (3,204) (2,282) (6,558)
Income tax expense (benefit) 221  (640) 190  832 

(Loss) income before income tax (expense) benefit and equity in net earnings of
investees (75,279) (113,227) (127,321) 125,314 

Loss on modification or early extinguishment of debt —  29,560  1,075  30,043 
Interest expense 47,384  55,975  95,164  113,106 
Interest and other income (5,134) (2,266) (9,329) (2,661)
Gains and losses on equity securities, net —  10,157  (8,126) 18,710 
Loss (gain) on sale of properties —  686  (1,233) (327,108)
Impairment of assets 11,299  —  17,224  — 
Acquisition and certain other transaction related costs 6,043  609  6,136  1,537 
General and administrative 7,284  7,207  13,157  14,492 
Depreciation and amortization 68,394  58,261  133,194  115,520 

Total NOI $ 59,991  $ 46,962  $ 119,941  $ 88,953 

Office Portfolio NOI $ 29,430  $ 30,584  $ 62,937  $ 62,134 
SHOP NOI 22,887  6,466  40,150  6,619 
Non-Segment NOI 7,674  9,912  16,854  20,200 

Total NOI $ 59,991  $ 46,962  $ 119,941  $ 88,953 

LIQUIDITY AND CAPITAL RESOURCES

Under the Merger Agreement, we have agreed to conduct our business in all material respects in the ordinary course of business consistent with past practice.
The Merger Agreement contains certain operating covenants that could affect our liquidity and capital resources, but we do not expect any material changes to our
liquidity and capital resources prior to the consummation of the Merger, or if applicable, the termination of the Merger Agreement.

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 and proceeds from the
disposition of certain properties. Our future cash flows from operating activities will depend primarily upon:

• our ability to receive rents from our tenants;

• our ability to maintain or increase the occupancy of, and the rates at, our properties;

• our and our managers' abilities to control operating expenses and capital expenses at our properties, including increased operating expenses that we may
incur in response to limited labor availability and wage and commodity price inflation; and

• our managers' abilities to maintain or increase our returns from our managed senior living communities.

The senior living industry has been adversely affected by the continuing impact of the COVID-19 pandemic as well as the current economic and market
conditions. These conditions continue to have a significant negative impact on our results of
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operations, financial position and cash flows. Although there have been signs of recovery and increased demand recently when compared to the low levels during
the COVID-19 pandemic, the recovery of our SHOP segment has been slower than previously anticipated, and we cannot be sure when or if the senior housing
business will return to historic pre-pandemic levels. To mitigate the effects of the slow recovery coming from the COVID-19 pandemic and the increased
variability in operating cash flows from our SHOP segment, we continue to work with our senior living operators to manage costs, especially labor costs, and to
increase rates and occupancy. In order to increase the probability of a recovery of our cash flows, we have continued to invest capital in our SHOP segment, which
has reduced our cash balances since the filing of our Annual Report on March 1, 2023. 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, 2023, and we cannot be certain how long this
ratio will remain below 1.5x. We are unable to refinance existing or maturing debt or issue new debt until this ratio is at or above 1.5x on a pro forma basis. As of
June 30, 2023, we had $338.4 million of cash and cash equivalents and $700.0 million of outstanding debt due within one year from the date of issuance of the
financial statements included in Part I, Item 1 of this Quarterly Report on Form 10-Q, August 1, 2023. This included $450.0 million in outstanding borrowings
under our credit facility, which matures on January 15, 2024. Our credit facility is secured by 61 properties which had an appraised value of approximately $1.0
billion based on appraisals completed in July 2023. In addition to our credit facility maturity in January of 2024, we also have $250.0 million of senior notes that
mature on May 1, 2024.

Based on the challenges described above, as well as our reduced cash balances, additional capital commitments in both our Office Portfolio and SHOP
segments and upcoming debt maturities, we have concluded that there is substantial doubt about our ability to continue as a going concern for at least one year
from the date of issuance of the financial statements included in Part I, Item 1 of this Quarterly Report on Form 10-Q, August 1, 2023. As described below, we
have entered into an agreement to merge with and into OPI. The combined company is expected to be in compliance with its financial covenants following the
closing of the Merger, which is expected to provide the combined company with increased access to debt capital. While we believe this transaction will alleviate
the substantial doubt about our ability to continue as a going concern, we cannot provide assurance that the Merger will close on the contemplated terms or
timeline or at all. If the Merger does not close, we will seek to raise additional capital, but we are limited in the type of financings we can pursue as we cannot
refinance existing or maturing debt or issue new debt, as described above. Due to challenging capital market conditions, we do not believe it is probable as of the
date of issuance of the financial statements included in Part I, Item 1 of this Quarterly Report on Form 10-Q, August 1, 2023, that we will raise sufficient capital to
meet our upcoming contractual commitments. As of August 1, 2023, we cannot demonstrate that our management's plans to alleviate substantial doubt about our
ability to continue as a going concern will be probable in mitigating the conditions that raise the substantial doubt because our plan to merge with OPI is subject to
shareholder and other customary approvals and our potential plan to raise rescue capital is subject to market conditions beyond our control.

Our condensed consolidated financial statements included in Part I, Item 1 of this Quarterly Report on Form 10-Q do not include any adjustments relating to
the recoverability and classification of recorded asset amounts or the amounts and classification of liabilities that might result from the outcome of this uncertainty.

In March 2021, we borrowed $800.0 million under our credit facility as a precautionary measure to increase our cash position and preserve financial flexibility
in light of uncertainties related to the COVID-19 pandemic. In February 2022, we repaid $100.0 million in outstanding borrowings under our credit facility and the
facility commitments were reduced to $700.0 million. In February 2022, we exercised our option to extend the maturity date of our credit facility by one year to
January 2024, and in January 2023, pursuant to the terms of the credit agreement, we repaid $113.6 million in outstanding borrowings under our credit facility and
the facility commitments were reduced to $586.4 million. In February 2023, pursuant to an amendment to our credit agreement, we repaid $136.4 million in
outstanding borrowings under our credit facility and the facility commitments were further reduced to $450.0 million. We have no additional options to extend the
maturity date of our credit facility and, pursuant to the February 2023 amendment to our credit agreement, the feature of our credit facility permitting us to
reborrow any repaid funds was eliminated. Although we have taken steps to enhance our ability to maintain sufficient liquidity, a protracted negative impact on the
economy or the industries in which our properties and businesses operate resulting from wage and commodity price inflation, rising or sustained high interest rates,
geopolitical risks or other economic, market or industry conditions, including the delayed recovery of the senior housing industry, downturns or recessions, 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. If we believe we will not be able to satisfy our financial or other covenants, we expect that we would seek waivers or
amendments prior to any covenant violation or seek other financing alternatives. As of June 30, 2023, our ratio of consolidated income available for debt service to
debt service was below the 1.5x incurrence requirement under our credit facility and our public debt covenants as the effects of the current market conditions
continued to adversely impact our operations. We are unable to refinance existing or maturing debt or issue new debt until this ratio is at or above 1.5x on a pro
forma basis.
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In January 2022, we entered into a joint venture with two unrelated third party institutional investors for 10 medical office and life science properties we
owned for aggregate proceeds, before closing costs and other adjustments, of $653.3 million. The equity interests that the investors acquired from us equaled 41%
and 39%, respectively, of the total equity interests in the joint venture and we retained a 20% equity interest in the joint venture. Following the sale, we account for
this joint venture using the equity method of accounting under the fair value option. The initial investment amounts were based upon a property valuation of
approximately $702.5 million, less approximately $456.6 million of secured debt on the properties incurred by this joint venture.

In June 2022, we sold an additional 10% equity interest in the Seaport JV to an existing joint venture investor for aggregate proceeds, before closing costs and
other adjustments, of $108.0 million. After giving effect to this sale, we continue to own a 10% equity interest in this joint venture. Our initial investment amount
was based on a property valuation of $1.7 billion, less $620.0 million of existing mortgage debts on the property that this joint venture assumed.

In February 2023, we sold three former senior living communities for an aggregate sales price of $2.8 million, excluding closing costs. As of July 27, 2023,
we had four properties under agreements to sell for an aggregate sales price of approximately $23.4 million, excluding closing costs. We may not complete the
sales of any or all of the properties we currently plan to sell. Also, we may sell some or all of these properties at amounts that are less than currently expected
and/or less than the carrying values of such properties and we may incur losses on any such sales as a result.

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,
  2023 2022
Cash and cash equivalents and restricted cash at beginning of period $ 688,302  $ 1,016,945 

Net cash provided by (used in):
Operating activities 31,723  (31,856)
Investing activities (90,380) 527,714 
Financing activities (272,562) (644,401)

Cash and cash equivalents and restricted cash at end of period $ 357,083  $ 868,402 

Our Operating Liquidity and Resources

We generally receive minimum rents from tenants at our Office Portfolio properties, triple net leased senior living communities and wellness centers 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 tenants at certain of our senior living communities monthly, quarterly or annually.

The change in cash provided by (used in) operating activities for the six months ended June 30, 2023 compared to the prior period was primarily due to
increased NOI as a result of increased rates and occupancy at the senior living communities in our SHOP segment. Additionally, interest payments decreased in the
2023 period compared to the 2022 period primarily due to our redemption in June 2022 of $500,000 of our 9.75% senior notes due 2025.

Although we have seen signs of recovery as it relates to our SHOP segment, the recovery of our SHOP segment has been slower than previously anticipated,
and we face and may continue to face issues with limited labor availability and wage inflation along with cost pressures from increased insurance premiums and
commodity price inflation and possible reduced demand for senior living communities.

Our Investing Liquidity and Resources

The change in cash (used in) provided by investing activities for the six months ended June 30, 2023 compared to the prior period was primarily due to
proceeds in the 2022 period from our sale of 10 medical office and life science properties to the LSMD JV in which we retained a 20% equity interest, partially
offset by the proceeds received from the tender of all of the 10,691,658 AlerisLife common shares we owned at a price of $1.31 per share and a decrease in real
estate improvements in the 2023 period compared to the 2022 period.
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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,
  2023 2022 2023 2022
Office Portfolio segment capital expenditures:
   Lease related costs $ 9,284  $ 4,633  $ 16,032  $ 11,392 
   Building improvements 2,561  3,319  3,417  3,904 
Wellness centers lease related costs 884  —  884  — 
SHOP segment fixed assets and capital improvements 18,407  25,059  42,051  45,387 

Recurring capital expenditures $ 31,136  $ 33,011  $ 62,384  $ 60,683 

Development, redevelopment and other activities - Office Portfolio segment $ 4,792  $ 17,593  $ 6,714  $ 34,210 
Development, redevelopment and other activities - SHOP segment 20,405  14,282  36,628  30,396 

Total development, redevelopment and other activities $ 25,197  $ 31,875  $ 43,342  $ 64,606 

(1) 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) Building improvements generally include capital 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.

We plan to continue investing capital in our properties, including redevelopment projects, to better position these properties in their respective markets in
order to increase our returns in future years. In 2023, we expect to incur capital expenditures in excess of 2022 levels, but below the $400.0 million limit under our
credit agreement. However, we may be required to decrease our capital expenditures to preserve liquidity if the completion of the Merger is delayed or does not
occur or for other reasons.

As of June 30, 2023, we had estimated unspent leasing related obligations at our triple net leased wellness centers and our medical office and life science
properties of approximately $66.2 million, of which we expect to spend approximately $53.2 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, proceeds from the disposition of certain properties and proceeds related to contributions we may make of properties we own to joint
ventures.

We are currently in the process of redeveloping several properties in our Office Portfolio and throughout our managed senior living communities that are
expected to be completed at various times between 2023 and 2025. We continue to assess opportunities to redevelop other properties in our portfolio. These
redevelopment projects may require significant capital expenditures and time to complete.

As noted above, our ability to make capital investments is currently limited. Additionally, due to labor availability constraints and wage and commodity price
inflation, the capital investments we plan to make may be delayed or cost more than we expect. For further information regarding our 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 decrease in cash used in financing activities for the six months ended June 30, 2023 compared to the prior period was primarily due to our redemption in
June 2022 of $500,000 of our 9.75% senior notes due 2025, partially offset by higher repayments of borrowings under our credit facility in the 2023 period
compared to the 2022 period.

As of June 30, 2023, we had $338.4 million of cash and cash equivalents and were fully drawn under our credit facility. We typically use cash balances, net
proceeds from offerings of securities or dispositions of assets and cash flows from our operations to fund our operations, debt repayments, distributions,
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 credit facility. The maturity

(1)

 (2)

(1)

(3)

(3)

41



Table of Contents

date of our credit facility is January 15, 2024. At June 30, 2023, our credit facility required interest to be paid on borrowings at the annual rate of 8.1%, plus a
facility fee of $0.3 million per quarter. On March 31, 2021, we borrowed $800.0 million under our credit facility as a precautionary measure to increase our cash
position and preserve financial flexibility in light of uncertainties related to the COVID-19 pandemic. In February 2022, we repaid $100.0 million in outstanding
borrowings under our credit facility and the facility commitments were reduced to $700.0 million. Also in February 2022, we exercised our option to extend the
maturity date of our credit facility by one year to January 2024, and in January 2023, pursuant to the terms of our credit agreement, we repaid $113.6 million in
outstanding borrowings under our credit facility and the facility commitments were reduced to $586.4 million. In February 2023, pursuant to an amendment to our
credit agreement, we repaid $136.4 million in outstanding borrowings under our credit facility and the facility commitments were further reduced to $450.0
million. We have no additional options to extend the maturity date of our credit facility. As of June 30, 2023 and July 27, 2023, we were fully drawn under our
credit facility.

In February 2022, we and our lenders amended our credit agreement. Pursuant to the amendment:

• the waiver of the fixed charge coverage ratio covenant included in our credit agreement was extended through December 31, 2022;

• the facility commitments were reduced from $800.0 million to $700.0 million;

• we have the ability to fund $400.0 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 premium under our credit facility increased by 15 basis points; and

• certain financial 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
remained in place through December 31, 2022.

In February 2023, we and our lenders further amended our credit agreement. Pursuant to the amendment:

• the waiver of the fixed charge coverage ratio covenant has been extended through the maturity date of our credit facility, or January 15, 2024;

• the minimum liquidity requirement was decreased from $200.0 million to $100.0 million;

• the facility commitments were reduced from $586.4 million to $450.0 million following our repayment of $136.4 million in then outstanding borrowings,
and as a result of the reduction in commitments, we recorded a loss on modification or early extinguishment of debt of $1.1 million for the six months
ended June 30, 2023;

• the feature of our credit facility permitting us to reborrow any repaid funds was eliminated;

• we continue to have the ability to fund $400.0 million of capital expenditures per year and we are restricted in our ability to acquire real property as
defined in the credit agreement;

• SOFR was established as the replacement benchmark rate in place of LIBOR to calculate interest payable on amounts outstanding under our credit
facility, and the interest premium under our credit facility was increased by 40 basis points; and

• we are required to repay outstanding amounts under our credit facility with excess cash flow, and certain financial 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) will remain in place through the maturity date of our credit facility.

Our credit agreement requires us to maintain collateral properties with an aggregate appraised value of at least $1.09 billion, and allows the Administrative
Agent to periodically reappraise the collateral properties. On June 23, 2023, the Administrative Agent notified us that the reappraised value of the 61 medical
office and life science properties securing our credit facility had declined from $1.34 billion to $1.05 billion, below the $1.09 billion threshold required under our
credit agreement. Failure to meet the required threshold constitutes a non-monetary event of default under our credit agreement. In July 2023, we obtained a
limited waiver from the Administrative Agent and requisite lenders under our credit facility, which
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waived the event of default and decreased the required appraised value of the collateral properties through September 30, 2023, the outside closing date for the
pending Merger with OPI.

Generally, when significant amounts are outstanding under our credit facility, or as the maturities of our indebtedness approach, we intend to explore
refinancing alternatives. Such alternatives may include 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. Also, we are currently limited in the type of financings we can pursue as we cannot refinance existing or maturing debt or issue new debt due to
our non-compliance with our debt incurrence covenants, as discussed elsewhere in this Quarterly Report on Form 10-Q.

During the six months ended June 30, 2023, we paid quarterly cash distributions to our shareholders totaling approximately $4.8 million using existing cash
balances. On July 13, 2023, we declared a quarterly distribution payable to common shareholders of record on July 24, 2023 in the amount of $0.01 per share, or
approximately $2.4 million. We expect to pay this distribution on or about August 17, 2023 using cash on hand. Pursuant to the Merger Agreement, we have agreed
not to pay any distribution exceeding an annual rate of $0.04 per common share, and we have agreed to certain limitations with respect to our ability to make any
other distribution. For further information regarding the distribution we paid during 2022, see Note 6 to our condensed consolidated financial statements included
in Part I, Item 1 of this Quarterly Report on Form 10-Q.

In the event the Merger is not completed, we believe we may have access to certain types of financings to fund our operations and repay our debts and other
obligations as they become due. Our ability to complete, and the costs associated with, future debt or equity transactions depends primarily upon credit market
conditions and our then creditworthiness. We have no control over market conditions. Our credit and debt ratings 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. A protracted negative impact on the economy or the industries in
which our properties and businesses operate, wage and commodity price inflation, rising or sustained high interest rates, geopolitical risks or other economic,
market or industry conditions, including the delayed recovery of the senior housing industry, downturns and recessions, 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 April 2023, we prepaid a mortgage note secured by one of our senior living communities with an outstanding principal balance of approximately $14.6
million, a maturity date in June 2023 and an annual interest rate of 6.64%, using cash on hand.

In February 2023, Standard & Poor's Rating Services, or Standard & Poor's, downgraded our 9.75% senior notes due 2025 rating from BB- to B, our 4.375%
senior notes due 2031 rating from BB- to B and our senior unsecured debt rating from B to CCC+. In April 2023, following the announcement of the Merger with
OPI, Standard & Poor's placed our corporate credit rating, our 9.75% senior notes due 2025 rating, our 4.375% senior notes due 2031 rating and our senior
unsecured debt rating on CreditWatch with a positive outlook and Moody's Investors Service placed our corporate credit rating, our 9.75% senior notes due 2025
rating, our 4.375% senior notes due 2031 rating and our senior unsecured debt rating under review for possible upgrade.

Our next significant debt maturity is our credit facility, which matures in January 2024.

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.

Debt Covenants

Our principal debt obligations at June 30, 2023 were: (1) $450.0 million of outstanding borrowings under our credit facility; (2) $2.4 billion outstanding
principal amount of senior unsecured notes; and (3) $9.9 million aggregate principal amount of mortgage notes (excluding premiums, discounts and net debt
issuance costs) secured by one property. 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.
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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 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, 2023, 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 the effects of the slower than anticipated recovery of our SHOP business from the COVID-19 pandemic, wage and commodity price inflation, rising
interest rates, geopolitical risks and other economic, market and industry conditions continued to adversely impact our operations. We are unable to refinance
existing or maturing debt or issue new debt until this ratio is at or above 1.5x on a pro forma basis. As of June 30, 2023, other than the non-monetary event of
default and subject to waivers discussed above, 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 impact on the economy or the industries in which our properties and businesses
operate resulting from wage and commodity price inflation, rising or sustained high interest rates, geopolitical risks or other economic, market or industry
conditions, including the delayed recovery of the senior housing industry, downturns or recessions, may cause increased pressure on our ability to satisfy financial
and other covenants. 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 will not be able to satisfy our
financial or other covenants, we expect that we would seek waivers or amendments prior to any covenant violation or seek other financing alternatives, which may
lead to increased costs and interest rates, additional restrictive covenants or other lender protections. We cannot assure that we would be able to obtain these
waivers or amendments or repay the related debt facilities when due, which may result in an event of default under the agreements governing our debt or the
potential acceleration of 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.

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 related to the Seaport JV contain customary covenants and provide for
acceleration of payment of all amounts due thereunder upon the occurrence and continuation of certain events of default. We no longer include this $620.0 million
of secured debt financing in our condensed consolidated balance sheet following the deconsolidation of the net assets of this joint venture; however, we continue to
provide certain guaranties on this debt. The debt secured by the properties included in the LSMD JV in which we own a 20% equity interest is guaranteed by this
joint venture and is non-recourse to us.

Supplemental Guarantor Information

On May 28, 2020, we issued $1.0 billion of our 9.75% senior notes due 2025. We subsequently redeemed $500.0 million of this debt in June 2022, with
$500.0 million remaining outstanding. On February 3, 2021, we issued $500.0 million of our 4.375% senior notes due 2031. As of June 30, 2023, all $500.0
million 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, 2023.
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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):

June 30, 2023 December 31, 2022
Real estate properties, net $ 4,023,890  $ 4,049,324 
Other assets, net 679,627  1,053,050 
Total assets $ 4,703,517  $ 5,102,374 

Indebtedness, net $ 2,774,632  $ 3,037,879 
Other liabilities 273,856  299,291 
Total liabilities $ 3,048,488  $ 3,337,170 

Six Months Ended June 30,
2023

Revenues $ 626,582 
Expenses 696,832 
Loss from continuing operations (147,850)
Net loss (145,758)

Related Person Transactions

We have relationships and historical and continuing transactions with RMR, RMR Inc., AlerisLife (including Five Star) and others related to them. For further
information about these and other such relationships and related person transactions, see Notes 8, 9 and 10 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 2023 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
or its subsidiaries provide management services.

Critical Accounting Estimates

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.
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A discussion of our critical accounting estimates is included in our Annual Report. There have been no significant changes in our critical accounting estimates
since the year ended December 31, 2022.

Impact of Government Reimbursement

For the six months ended June 30, 2023, 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.

During the six months ended June 30, 2023 and 2022, we recognized $1.5 million and $1.0 million, respectively, in interest and other income in our condensed
consolidated statements of comprehensive income (loss) related to funds received under the CARES Act, ARPA and various state programs in which certain of our
communities in our SHOP segment are located.

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. 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.

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.

Fixed Rate Debt

At June 30, 2023, 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 500,000  9.750 % 48,750  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 9,872  4.444 % 439  2043 Monthly
  $ 2,359,872  $ 142,002     

(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) Effective July 7, 2023, the annual interest rate increased to 6.444%.

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

(1) (1)

(2)
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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 $23.6 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. The U.S. Federal Reserve has raised interest rates multiple
times since the beginning of 2022 in an effort to combat inflation and may continue to do so.

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, 2023, our floating rate debt obligations consisted of $450.0 million outstanding under our credit facility. Our credit facility matures in January
2024.

Borrowings under our credit facility are in U.S. dollars and interest is required to be paid at the rate of SOFR plus a premium as defined in our credit
agreement. Accordingly, we are exposed to interest rate risk for changes in U.S. dollar based short term rates. In addition, upon any potential renewal or
refinancing of our credit facility, we are vulnerable to increases in interest 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,
2023 (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, 2023 8.12 % $ 450,000  $ 36,540  $ 0.15 
One percentage point increase 9.12 % $ 450,000  $ 41,040  $ 0.17 

(1) Interest rate under our credit facility as of June 30, 2023.
(2) Based on weighted average number of shares outstanding (basic and diluted) for the six months ended June 30, 2023.

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 credit facility or other floating rate debt.

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, 2023 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 forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995 and
other securities laws that are subject to risks and uncertainties. These statements may include words such as “believe”, “expect”, “anticipate”, “intend”, “plan”,
“estimate”, “will”, “may” and negatives or derivatives of these or similar expressions. These forward-looking statements include, among others, statements about:
our ability to continue as a going concern; the Merger; the combined company's compliance with its financial covenants and access to debt capital; our access to
financing if the Merger is not completed; demand for medical office and life science leased space; our future leasing activity; market demand for healthcare
services for older adults and senior living communities; our leverage levels; the sufficiency of our liquidity; our liquidity needs and sources; our capital
expenditure plans and commitments; our capital recycling program, acquisitions and dispositions; our redevelopment and construction activities and plans; and the
amount and timing of future distributions.

Forward-looking statements reflect our current expectations, are based on judgments and assumptions, are inherently uncertain and are subject to risks,
uncertainties and other factors, which could cause our actual results, performance or achievements to differ materially from expected future results, performance or
achievements expressed or implied in those forward-looking statements. Some of the risks, uncertainties and other factors that may cause our actual results,
performance or achievements to differ materially from those expressed or implied by forward-looking statements include, but are not limited to, the following:

• The likelihood that we will complete the Merger and related transactions, including our and OPI's ability to obtain shareholder approval, consents or
approvals required in connection with the Merger, and that we will benefit from the Merger,

• Our ability to successfully take actions to address the current substantial doubt as to our ability to continue as a going concern,

• The impact of increasing or sustained high interest rates, limited labor availability, wage and commodity price inflation, dislocation and volatility in the
public equity and debt markets, conditions in the real estate industry generally and in the sectors we operate, geopolitical instability and economic
downturns or recession on us and our managers and other operators and tenants,

• Our senior living operators' abilities to successfully and profitably operate the communities they manage for us,

• The continuing impact of changed market practices that arose or intensified during the COVID-19 pandemic on us and our managers and other operators
and tenants, such as reduced demand for leased office space and residencies at senior living communities, increased operating costs and labor availability
constraints,

• Our ability to comply with the financial covenants under our debt agreements,

• The financial strength of our managers and other operators and tenants,

• 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,

• Whether our tenants will renew or extend their leases or that we will obtain replacement tenants on terms as favorable to us as our prior leases,

• Our ability to successfully recycle and deploy capital,

• The likelihood that our tenants and residents will pay rent or be negatively impacted by cyclical economic conditions,

• Our ability to pay distributions to our shareholders and to maintain or increase the amount of such distributions,

• Our ability to increase or maintain occupancy at our properties on terms desirable to us,

• Our managers' abilities to increase or maintain rates charged to residents of our senior living communities and manage operating costs for those
communities,
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• Our ability to increase rents when our leases expire or renew,

• Risk and uncertainties regarding the costs and timing of development, redevelopment and repositioning activities, including as a result of inflation, cost
overruns, supply chain challenges, labor shortages, construction delays or inability to obtain necessary permits,

• Our ability to manage our capital expenditures and other operating costs effectively and to maintain and enhance our properties and their appeal to tenants
and residents,

• Costs we incur and concessions we grant to lease our properties,

• Our ability to sell properties at prices we target,

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

• Our ability to make required payments on our debt,

• Our ability to maintain sufficient liquidity and otherwise manage leverage,

• Our credit ratings,

• Our ability to sell additional equity interests in, or contribute additional properties to, our existing joint ventures, or enter into additional, real estate joint
ventures or to attract co-venturers and benefit from our existing joint ventures or any real estate joint ventures we may enter into,

• Our ability to acquire properties that realize our targeted returns,

• The ability of RMR to successfully manage us,

• Our qualification for taxation as a REIT,

• Changes in federal or state tax laws,

• Competition in the real estate industry, particularly in those markets in which our properties are located,

• Government regulations affecting Medicare and Medicaid rate reimbursement rates and operational requirements,

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

• Exposure to litigation and regulatory and government proceedings due to the nature of the senior living and other health and wellness related service
businesses,

• Actual and potential conflicts of interest with our related parties, including our Managing Trustees, RMR, ABP Trust, AlerisLife and others affiliated with
them,

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

• Acts of terrorism, outbreaks or continuation of pandemics, including the COVID-19 pandemic, or other public health safety events or conditions, war or
other hostilities, material or prolonged disruption to supply chains, climate change or other manmade or natural disasters beyond our control,

• Our ability to comply with Nasdaq listing standards and maintain the listing of our common shares on Nasdaq, and

• Other matters.

These risks, uncertainties and other factors are not exhaustive and should be read in conjunction with other cautionary statements that are included in our
periodic filings. The information contained in our filings with the SEC, including under the
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caption “Risk Factors” in this Quarterly Report on Form 10-Q and other periodic reports, or incorporated herein or therein, identifies important factors that could
cause differences from our forward-looking statements in this Quarterly Report on Form 10-Q. Our 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.

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 1. Legal Proceedings.

On July 19, 2023 and July 21, 2023, we and our board of trustees were sued in a lawsuit captioned Steven Weiss v. Diversified Healthcare Trust et al., Case
No. 1:23-cv-06236, or the Weiss Action, and a lawsuit captioned John Thompson v. Diversified Healthcare Trust et al., Case No. 1:23-cv-06331, or the Thompson
Action, each filed in the United States District Court for the Southern District of New York in connection with the Merger. The complaint in the Weiss Action
alleges that we and our board of trustees violated federal securities laws by omitting or misstating material information in the registration statement on Form S-4,
as amended, or the Form S-4, filed by OPI with the SEC. The complaint in the Thompson Action alleges that we and our board of trustees violated federal
securities laws by omitting or misstating material information in the joint proxy statement/prospectus. The plaintiff in each of the Weiss Action and Thompson
Action seeks, among other things, (i) to enjoin the Merger until the alleged deficiencies in the Form S-4 or the joint proxy statement/prospectus, as applicable, are
corrected and (ii) attorneys’ and experts’ fees and costs in connection with the lawsuit. We believe that such lawsuits are without merit.

Item 1A. Risk Factors.

Our business is subject to risks and uncertainties, a number of which are described under the caption “Risk Factors” in our Annual Report. The Merger may
subject us to additional risks that are described below. The risks described in our Annual Report and below may not be the only risks we face but are risks we
believe may be material at this time. Other risks of which we are not yet aware, or that we currently believe are not material, may also materially and adversely
impact our business operations or financial results. If any of the events or circumstances described in the risk factors contained in our Annual Report or included
below occurs, our business, financial condition, liquidity, results of operations or ability to pay distributions to our shareholders could be adversely impacted and
the value of an investment in our securities could decline. Investors and prospective investors should consider the risks described in our Annual Report and below
and the information contained under the caption “Warning Concerning Forward-Looking Statements” and elsewhere in this Quarterly Report on Form 10-Q before
deciding whether to invest in our securities.

Risks Relating to the Merger

The Exchange Ratio is fixed and will not be adjusted for any changes in the market price of either our common shares or the OPI Common Shares.

At the Effective Time, each of our common shares outstanding immediately prior to the Effective Time will be converted into the right to receive 0.147 of a
newly issued OPI Common Share, or the Merger Consideration, subject to adjustment for certain reclassifications, distributions, recapitalizations or similar
transactions and other exceptional distributions as described in the Merger Agreement, with cash paid in lieu of fractional shares. The Exchange Ratio is fixed in
the Merger Agreement and will not be adjusted for changes in the market price of our common shares or the OPI Common Shares. Changes in the market price of
the OPI Common Shares prior to the consummation of the Merger will affect the market value of the Merger Consideration. As of July 31, 2023, the closing price
of our common shares increased from $1.24 on April 10, 2023, the last trading day before the public announcement of the Merger, to $2.09, and the closing price
of the OPI Common Shares decreased from $11.55 on April 10, 2023 to $7.70, and, as a result of such changes, the implied value of the merger consideration per
common share of ours decreased from $1.70 on April 10, 2023 to $1.13 on July 31, 2023.

The market price of our common shares and the OPI Common Shares may change as a result of a variety of factors (many of which are beyond our and OPI’s
control), including the following:

• market reaction to the announcement of the Merger, approval by our shareholders of the Merger and approval by the OPI shareholders of the Merger and
the Share Issuance;

• changes in our or OPI’s respective businesses, operations, assets, liabilities, financial position and prospects, or in the market’s assessments thereof, or of
the prospects of the combined company following the Merger;

• changes in the operating performance of us or OPI, or similar companies;

• changes in market valuations of similar companies;

• market assessments of the likelihood that the Merger will be completed;
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• the possibility that persons may engage in short sales of our common shares or the OPI Common Shares;

• changes or anticipated changes in interest rates, general market and economic conditions and other factors generally affecting the price of our common
shares and the OPI Common Shares;

• market assessments relating to the likelihood and terms of the financing to be obtained in connection with the Merger;

• federal, state and local legislation, governmental regulation and legal developments in the businesses in which we and OPI operate;

• shareholder litigation relating to the Merger or dissident shareholder activity;

• changes that affect the real estate market generally or the sectors applicable to us or OPI;

• changes in the United States or global economy or capital, financial or securities markets generally;

• any reductions in OPI’s regular quarterly cash distribution on the OPI Common Shares; and

• other factors beyond our or OPI’s control, including those described and referred to above under this “Risk Factors” section.

The market price of the OPI Common Shares at the consummation of the Merger may vary from the price on the date the Merger Agreement was executed, on
the date of the joint proxy statement/prospectus to be included in the Form S-4, on the date of our special meeting of shareholders and on the date of the OPI
special meeting of shareholders. As a result, the market value of the Merger Consideration represented by the Exchange Ratio will also vary. Because the Merger
will be completed after the date of the special meetings, at the time of the applicable special meeting, the exact market price of the OPI Common Shares that our
shareholders will receive upon consummation of the Merger will not be known. You should therefore consider that:

• if the market price of the OPI Common Shares increases between the date the Merger Agreement was signed or the date of our special meeting or the OPI
special meeting and the closing of the Merger, our shareholders will receive OPI Common Shares that have a market value upon consummation of the
Merger that is greater than, as applicable, the market value of such shares calculated pursuant to the Exchange Ratio on the date the Merger Agreement
was signed or on the date of our special meeting or the OPI special meeting, respectively; and

• if the market price of OPI Common Shares declines between the date the Merger Agreement was signed or the date of our special meeting or the OPI
special meeting and the closing of the Merger, our shareholders will receive a number of OPI Common Shares that have a market value upon
consummation of the Merger that is less than, as applicable, the market value of such shares calculated pursuant to the Exchange Ratio on the date the
Merger Agreement was signed or on the date of our special meeting or the OPI special meeting, respectively.

The Merger is subject to the satisfaction or waiver of conditions which may not be satisfied or completed on a timely basis, if at all. Failure to complete the
Merger could have material and adverse effects on us and could result in us being required to pay OPI a termination fee.

The consummation of the Merger is subject to the satisfaction or waiver of conditions, including, among others, (i) the receipt of the approval by our
shareholders of the Merger, (ii) the receipt of the approval by OPI’s shareholders of the Merger and the Share Issuance, and (iii) the extension or replacement of
OPI’s revolving credit agreement on terms that, among other things, would not be reasonably likely to be materially adverse to OPI’s business, operations or
financial condition after giving effect to the Merger and would not delay or prevent the consummation of the Merger. These conditions make the completion and
the timing of the completion of the Merger uncertain. Also, either we or OPI may terminate the Merger Agreement if the Merger is not completed by September
30, 2023, except that this right to terminate the Merger Agreement will not be available to a party if that party failed to fulfill its obligations under the Merger
Agreement and that failure was a principal cause of, or resulted in, the failure of the Merger to be completed on or before such date.

We cannot provide assurance that the Merger will be consummated on the terms or timeline currently contemplated, or at all. If the Merger is not completed
on a timely basis, or at all, we may be adversely affected and subject to a number of risks, including the following:
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• we will be required to pay our costs relating to the Merger, such as financial advisory, legal, accounting and printing fees, whether or not the Merger is
completed;

• if the Merger Agreement is terminated under certain circumstances specified therein, we may be required to pay to OPI a termination fee of $5.9 million;

• we may experience negative reactions from the financial markets or our tenants, managers or operators;

• the time and resources committed by our management to matters relating to the Merger could otherwise have been devoted to pursuing other
opportunities;

• we may experience challenges with indebtedness, including compliance with the terms governing existing indebtedness and/or refinancing such
indebtedness; and

• the market price of our common shares could decline to the extent that the current market price reflects, and is positively affected by, a market assumption
that the Merger will be completed.

We or OPI may waive one or more of the conditions to the Merger without re-soliciting shareholder approval.

If permitted by applicable law, we or OPI may determine to waive, in whole or in part, one or more of the conditions to our or OPI’s obligations to
consummate the Merger. Any determination whether to waive any condition to the Merger and whether to re-solicit shareholder approval or amend the joint proxy
statement/prospectus as a result of a waiver will be made by us or OPI, as applicable, at the time of such waiver based on the facts and circumstances as they exist
at that time.

The Merger Agreement contains provisions that could discourage a potential competing acquirer of either us or OPI, or could result in any competing
proposal being at a lower price than it might otherwise be.

The Merger Agreement contains provisions that, subject to certain exceptions, restrict our ability and the ability of OPI to initiate, solicit, propose, knowingly
encourage or knowingly facilitate competing third-party proposals to effect, among other things, a merger, reorganization, share exchange, consolidation or the sale
of 20% or more of the shares or consolidated net revenues, net income or total assets of us or OPI. In addition, we and OPI generally each have an opportunity to
offer to modify the terms of the Merger Agreement in response to any superior proposal (as defined in the Merger Agreement) that may be made to the other party,
and our or OPI’s board of trustees, in each case acting on the recommendation of the special committee of the respective board, as the case may be, may withdraw
or modify its recommendation in response to such superior proposal or terminate the Merger Agreement to enter into a definitive agreement with respect to such
superior proposal. Upon termination of the Merger Agreement under certain circumstances relating to an acquisition proposal, we may be required to pay to OPI a
termination fee of $5.9 million, or OPI may be required to pay to us a termination fee of $11.2 million, in each case plus reasonable fees and expenses.

These provisions could discourage a potential competing acquirer that might have an interest in acquiring all or a significant part of us or OPI from
considering or proposing such an acquisition, even if it were prepared to pay consideration with a higher per share value or implied premium to our shareholders
than the value proposed to be received or expected to be realized in the Merger, or might result in a potential competing acquirer proposing to pay a lower price
than it might otherwise have proposed to pay because of the added expense of the termination fee that may become payable in certain circumstances under the
Merger Agreement.

If the Merger Agreement is terminated and we determine to seek another business combination, we may not be able to negotiate a transaction with another
party on terms comparable to, or better than, the terms of the Merger contemplated by the Merger Agreement.

Our and OPI’s business and property management agreements with RMR contain provisions that could discourage a potential competing acquirer of either us
or OPI, or could result in any competing proposal being at a significantly lower price than it might otherwise be.

The termination of our or OPI’s business and property management agreements with RMR may require us or OPI, as applicable, to pay a substantial
termination fee to RMR. RMR has agreed to waive its right to receive payment of the termination fees under its business and property management agreements
with us upon the termination of those agreements when the Merger is consummated. This waiver by RMR applies only in respect of the Merger and does not apply
in respect of any competing proposal, superior proposal or other transaction or arrangement. The termination provisions of our or OPI’s
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business and property management agreements with RMR substantially increase the cost to us and OPI of terminating these agreements, which may discourage a
potential competing acquirer that might have an interest in acquiring all or a significant part of us or OPI from considering or proposing such an acquisition or
could result in any competing proposal being at a significantly lower price than it might otherwise be.

The pendency of the Merger could adversely affect our and OPI’s business and operations.

During the pendency of the Merger, due to operating covenants in the Merger Agreement, we and OPI may each be unable to undertake or pursue certain
strategic transactions or significant capital projects, financing transactions or other actions that are not in the ordinary course of business, even if such actions may
be beneficial to us or OPI. In addition, some tenants, managers, operators or other contractual counterparties may delay or defer decisions related to their business
dealings with us and OPI, or exercise consent, termination or other contractual rights, during the pendency, or as a result, of the Merger, which could negatively
impact the revenues, earnings, cash flows or expenses of us, OPI and/or the combined company, regardless of whether the Merger is completed.

Our Trustees and executive officers, OPI’s trustees and executive officers and RMR and RMR Inc. may each have interests in the Merger that are different
from, or in addition to, the interests of our and OPI’s shareholders, generally. This may create a potential divergence of interest or the appearance thereof.

The interests of our and OPI’s respective trustees and executive officers and of RMR and RMR Inc. include, among other things, the continued service as a
trustee or executive officer of the combined company following the Merger, as applicable, certain rights to continuing indemnification and directors’ and officers’
liability insurance for our trustees and executive officers, continuation of OPI’s business and property management agreements with RMR following the Merger,
from which RMR earns significant fees, and the potential for increased fees payable to RMR in connection with the Merger. There is a risk that these interests may
influence our and OPI’s respective trustees and executive officers and RMR to support the Merger. Although there is no change in the formulas used to determine
fees payable by the combined company to RMR compared to our or OPI’s existing management agreements with RMR, improved performance by the combined
company compared to the applicable benchmarks could result in the combined company paying an incentive fee (or an increased incentive fee, as applicable)
given that the performance of the combined company may be different than our or OPI’s performance on a stand-alone basis.

In addition, certain members of our and OPI’s boards of trustees and special committees serve or have served as members of the boards of trustees or directors
of companies managed by RMR. There is a risk that these interests may influence our and OPI’s respective trustees and executive officers and RMR and RMR Inc.
to support the Merger.

These interests of our and OPI’s respective trustees and executive officers and of RMR and RMR Inc. in the Merger may increase the risk of litigation
intended to enjoin or prevent the Merger and the risk of other dissident shareholder activity related thereto. In the past, and in particular following the
announcement of a significant transaction, periods of volatility in the overall market or declines in the market price of a company’s securities, shareholder
litigation and dissident shareholder proposals have often been instituted against companies alleging conflicts of interest in business dealings with affiliated or
related persons and entities. The relationships described above may precipitate such activities by dissident shareholders and, if instituted against us or OPI or our
respective trustees or executive officers, such activities could result in substantial costs, a material delay or prevention of the Merger and a diversion of
management’s attention, even if the shareholder action is without merit or unsuccessful.

Lawsuits may be commenced seeking to enjoin or prevent the Merger or seeking other relief which may delay or prevent the completion of the Merger and
result in us or OPI incurring substantial costs.

Public company merger and acquisition transactions are often subject to lawsuits initiated by plaintiff’s counsel seeking to enjoin or prevent the transaction or
obtain other relief. We, our Trustees, officers and advisors and OPI, its trustees, officers and advisors may become subject to similar litigation with respect to the
Merger. We are aware that several law firms have indicated that they are investigating the Merger and related matters, including actions taken by our board of
trustees, to determine whether they may seek to assert claims. In July 2023, we and our board of trustees, and OPI and its board of trustees, were sued in several
lawsuits filed in the United States District Court for the Southern District of New York in which the plaintiffs allege that we and our board of trustees, or OPI and
its board of trustees, violated federal securities laws by omitting or misstating material information in the Form S-4 or the joint proxy statement/prospectus, as
applicable. In addition, we have received several demand letters alleging omissions of material information from the joint proxy statement/prospectus. Any such
lawsuit could seek, among other things, injunctive or other equitable relief including a request to rescind parts of the Merger Agreement and to otherwise enjoin
the parties from consummating the Merger, as well as require payment of fees and other
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costs by the defendants. We, OPI and any other defendant may incur substantial costs defending any such lawsuit, as well as the distraction of management’s
attention, even if such lawsuits are without merit or unsuccessful. No assurance can be provided as to the outcome of any such lawsuits. If the plaintiffs were
successful in obtaining an injunction prohibiting the parties from completing the Merger or in obtaining other relief, the completion of the Merger may be
prevented or delayed or its terms could change.

Following the Merger, the principal amount of OPI’s indebtedness will increase and OPI may need to incur more debt in the future. Such increase in OPI’s
indebtedness may increase the risks OPI faces.

OPI expects to assume our indebtedness upon consummation of the Merger. As of June 30, 2023, OPI had approximately $2.6 billion in principal amount of
indebtedness and we had approximately $2.8 billion in principal amount of indebtedness. OPI’s increased indebtedness could have important consequences to
holders of OPI Common Shares, including:

• increasing OPI’s vulnerability to general adverse economic and industry conditions, including inflationary pressures and rising and sustained high interest
rates;

• requiring OPI to use a substantial portion of its cash flow from operations to service its indebtedness, which would reduce the available cash flow to fund
working capital, capital expenditures, development or redevelopment projects and other general corporate purposes and reduce the cash available for
distributions;

• limiting OPI’s ability to obtain additional financing on favorable terms or at all in order to refinance existing debts or fund working capital, capital
expenditures, development or redevelopment projects, acquisitions, other debt service requirements or for other general corporate purposes;

• increasing the costs to OPI of incurring additional debt;

• increasing OPI’s exposure to floating interest rates;

• limiting OPI’s ability to compete with other companies that are not as highly leveraged, as OPI may be less capable of responding to adverse economic
and industry conditions;

• restricting OPI from making strategic acquisitions, developing or redeveloping properties, or exploiting business opportunities;

• restricting the way in which OPI conducts its business because of financial and operating covenants in the agreements governing OPI’s existing and future
indebtedness;

• exposing OPI to potential events of default (if not cured or waived) under covenants contained in debt instruments that could have a material adverse
effect on OPI’s business, financial condition and operating results;

• exposing OPI to operating difficulties due to an increased amount of secured debt; and

• limiting OPI’s ability to react to changing market conditions in the real estate industry.

The impact of any of these potential adverse consequences could have a material adverse effect on OPI’s results of operations, financial condition and
liquidity. If OPI defaults under any of its debt obligations, OPI may be in default under its other debt agreements that have cross default provisions, including its
credit agreement and its senior unsecured notes indentures and their supplements. In such case, OPI’s lenders or noteholders may demand immediate payment of
any outstanding debt and OPI could be forced to liquidate its assets for less than the values OPI would receive in a more orderly process.

In addition, the agreements governing OPI’s future indebtedness may contain covenants and terms that are more restrictive than the covenants and terms
governing its existing indebtedness, including restrictive covenants relating to its capital raising activities and other financial and operational matters, which may
make it more difficult for OPI or the combined company, among other things, to obtain additional capital, pursue business opportunities and pay distributions.
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Risks Relating to Taxation

OPI may incur adverse tax consequences if we have failed or fail to qualify for taxation as a REIT for United States federal income tax purposes.

If we have failed or fail to qualify for taxation as a REIT for United States federal income tax purposes and the Merger is completed, OPI may inherit
significant tax liabilities and could lose its qualification for taxation as a REIT should our disqualifying activities continue after the Merger. Even if OPI retains its
qualification for taxation as a REIT, if we do not qualify for taxation as a REIT for a taxable year before the Merger or the taxable year that includes the Merger
and if no relief is available, OPI will face serious tax consequences that could substantially reduce its cash available for distribution to its shareholders because:

• OPI, as successor by merger to us, will inherit any of our corporate income tax liabilities, including penalties and interest;

• OPI would be subject to tax on the built-in gain on each asset of ours existing at the Effective Time if we were to dispose of an asset of ours during the
five year period following the Effective Time; and

• OPI, as successor by merger to us, will inherit any of our earnings and profits and could be required to pay a special distribution and/or employ applicable
deficiency dividend procedures (including interest payments to the United States Internal Revenue Service) to eliminate any earnings and profits
accumulated by us for taxable periods for which we did not qualify for taxation as a REIT.

As a result of these factors, our failure before the Merger to qualify for taxation as a REIT could impair OPI’s ability after the Merger to expand its business
and raise capital, and could materially adversely affect the value of the OPI Common Shares.

Finally, if there is an adjustment to our real estate investment trust taxable income or dividends paid deductions, OPI could elect to use the deficiency dividend
procedure in respect of preserving our REIT qualification. That deficiency dividend procedure could require OPI to make significant distributions to its
shareholders and to pay significant interest to the United States Internal Revenue Service.

REITs are subject to a range of complex organizational and operational requirements.

As REITs, we and OPI must distribute to our respective shareholders with respect to each taxable year at least 90% of our REIT taxable income (which does
not equal net income, as calculated in accordance with GAAP), without regard to the deduction for dividends paid and excluding net capital gain. A REIT must
also meet certain requirements with respect to the nature of its income and assets and the ownership of its shares. For any taxable year that we or OPI fail to
qualify for taxation as a REIT, we or OPI, as applicable, will not be allowed a deduction for distributions paid to our or OPI’s shareholders, as applicable, in
computing taxable income, and thus would become subject to United States federal income tax as if we or OPI were a regular taxable corporation. In such an
event, we or OPI, as the case may be, could be subject to potentially significant tax liabilities. Unless entitled to relief under certain statutory provisions, we or
OPI, as the case may be, would also be disqualified from treatment as a REIT for the four taxable years following the year in which we or OPI lost our
qualification, and dispositions of assets within five years after requalifying as a REIT could give rise to gain that would be subject to corporate income tax. If we or
OPI failed to qualify for taxation as a REIT, the market price of the OPI Common Shares may decline, and OPI may need to reduce substantially the amount of
distributions to its shareholders because of its potentially increased tax liability.

Risks Relating to an Investment in OPI Common Shares Following the Merger

The market price of the OPI Common Shares may decline as a result of the Merger or the Share Issuance.

The market price of the OPI Common Shares may decline as a result of the Merger if OPI does not achieve the perceived benefits of the Merger or the effect
of the Merger on OPI’s financial results is not consistent with the expectations of financial or industry analysts. In addition, upon consummation of the Merger, our
shareholders and OPI shareholders will own OPI Common Shares, and OPI will operate an expanded business with a different mix of assets, liabilities and risks.
Our and OPI’s respective current shareholders may not wish to continue to invest in the combined company, or for other reasons may wish to dispose of some or
all of their OPI Common Shares. If, following the Effective Time, large amounts of OPI Common Shares are sold, the market price of the OPI Common Shares
could decline.
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The combined company may not continue to pay distributions at or above the rate currently paid by us or OPI.

OPI’s board of trustees reduced its cash distribution rate to $0.25 per share per quarter, or $1.00 per share per year, beginning in the second quarter of 2023.
The combined company may not be able to increase or maintain this distribution rate for various reasons, including the following:

• the combined company may not have sufficient cash to pay such distributions due to capital expenditure requirements or changes in its cash requirements,
cash flow or financial position, including as a result of the additional indebtedness incurred in connection with the Merger;

• decisions on whether, when and in what amounts to pay any future distributions will remain at all times entirely at the discretion of the combined
company’s board of trustees, which reserves the right to change its distribution practices at any time and for any reason, subject to applicable REIT
requirements; and

• any of the other risks described herein or in our Annual Report or OPI’s Annual Report on Form 10-K for the year ended December 31, 2022.

The timing, amount and form of any future combined company distributions will be determined at the discretion of the combined company’s board of trustees, and
the combined company’s shareholders will have no contractual or other legal right to distributions that have not been declared by the combined company’s board
of trustees.

The market price and trading volume of the OPI Common Shares may be volatile following the Merger.

The OPI Common Shares may experience significant price and volume fluctuations, and investors in the OPI Common Shares may experience a decrease in
the value of their shares, including decreases unrelated to OPI’s operating performance or prospects. There is no assurance that the market price of the OPI
Common Shares will not fluctuate or decline significantly in the future.

In the past, securities class action litigation has often been instituted against companies following periods of volatility in the price of their common shares.
This type of litigation could result in substantial costs and divert the combined company’s management’s attention and resources, which could have a material
adverse effect on its cash flows, its ability to execute its business strategy and/or its ability to make distributions to its shareholders.

Risks Relating to Going Concern

We have concluded that there is substantial doubt about our ability to continue as a going concern.

The senior living industry has been adversely affected by the continuing impact of the COVID-19 pandemic as well as current economic and market
conditions. These conditions continue to have a significant negative impact on our results of operations, financial condition and cash flows. 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, 2023. We cannot be certain how long this ratio will remain below 1.5x, and we are unable to refinance existing or maturing debt or issue
new debt until this ratio is at or above 1.5x on a pro forma basis. As of June 30, 2023, we had $338.4 million of cash and cash equivalents and $450.0 million in
outstanding borrowings under our credit facility, and our credit facility matures on January 15, 2024. Our credit facility is secured by 61 properties which had an
appraised value in excess of $1.0 billion based on appraisals completed in June 2023. We also have $250.0 million of senior notes maturing on May 1, 2024.

As discussed in Note 1 to our condensed consolidated financial statements included in Part I, Item 1 of this Quarterly Report on Form 10-Q, based on these
challenges and upcoming debt maturities, we have concluded that there is substantial doubt about our ability to continue as a going concern for at least one year
from the date of issuance of the financial statements included in Part I, Item 1 of this Quarterly Report on Form 10-Q, August 1, 2023. Our continuation as a going
concern is dependent upon many factors, including our ability to complete the Merger, meet our debt covenants and repay our debts and other obligations when
due. While we believe the Merger will alleviate the substantial doubt about our ability to continue as a going concern, the Merger is subject to shareholder
approval and other closing conditions and we cannot provide assurance that the Merger will be completed on the contemplated terms or timeline or at all. In the
event that the Merger is not completed, the perception of our ability to continue as a going concern may make it more difficult for us to refinance our existing debt
and could result in the loss of confidence by investors. We cannot be sure that we will be able to obtain any future financing, and any such financing we may
obtain may not be sufficient to repay our existing debt. If we are unable to obtain sufficient funds, we may be unable to continue as a going concern.
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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,
2023:

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
May 1 - May 31, 2023 17,058  $ 0.88  —  $ — 
June 1 - June 30, 2023 7,455  1.74  —  — 

Total 24,513  $ 1.14  —  $ — 

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

Item 6. Exhibits.

Exhibit
Number Description
2.1 Agreement and Plan of Merger, dated as of April 11, 2023, by and among Office Properties Income Trust and the Company. (Incorporated by

reference to the Company's Current Report on Form 8-K filed on April 12, 2023.)
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 on 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 on May 20,

2020.)
3.5 Second Amended and Restated Bylaws of the Company, adopted June 5, 2023. (Incorporated by reference to the Company's Current Report

on Form 8-K filed on June 6, 2023.)
4.1 Form of Common Share Certificate. (Incorporated by reference to the Company's Current Report on Form 8-K filed on January 2, 2020.)
4.2 Indenture, dated as of December 20, 2001, between the Company and U.S. Bank Trust Company, National Association (as successor in

interest to U.S. Bank National Association, as successor trustee to 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. 7, dated as of July 20, 2012, between the Company and U.S. Bank Trust Company, National Association (as
successor in interest to 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 on July 20, 2012.)

4.4 Supplemental Indenture No. 9, dated as of April 28, 2014, between the Company and U.S. Bank Trust Company, National Association (as
successor in interest to 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.)

4.5 Indenture, dated as of February 18, 2016, between the Company and U.S. Bank Trust Company, National Association (as successor in
interest to U.S. Bank National Association). (Incorporated by reference to the Company's Current Report on Form 8-K filed on February 18,
2016.)

4.6 First Supplemental Indenture, dated as of February 18, 2016, between the Company and U.S. Bank Trust Company, National Association (as
successor in interest to 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 on February 18, 2016.)

(1)
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4.7 Second Supplemental Indenture, dated as of February 12, 2018, between the Company and U.S. Bank Trust Company, National Association
(as successor in interest to 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.)

4.8 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 Trust Company, National Association (as successor in interest to 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 on
June 5, 2020.)

4.9 Supplemental Indenture, dated as of March 5, 2021, among the Company, certain subsidiaries of the Company named therein as guarantors
and U.S. Bank Trust Company, National Association (as successor in interest to 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.)

4.10 Supplemental Indenture, dated as of September 9, 2022, among the Company, certain subsidiaries of the Company named therein as
guarantors and U.S. Bank Trust Company, National Association (as successor in interest to 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
September 30, 2022.)

4.11 Supplemental Indenture, dated as of November 22, 2022, among the Company, certain subsidiaries of the Company named therein as
guarantors and U.S. Bank Trust Company, National Association (as successor in interest to U.S. Bank National Association), related to
9.750% Senior Notes due 2025. (Incorporated by reference to the Company's Annual Report on Form 10-K for the year ended December 31,
2022.)

4.12 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 Trust Company, National Association (as successor in interest to 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.)

4.13 Supplemental Indenture, dated as of March 5, 2021, among the Company, certain subsidiaries of the Company named therein as guarantors
and U.S. Bank Trust Company, National Association (as successor in interest to U.S. Bank National Association), related to 4.375% Senior
Notes due 2031. (Incorporated by reference to the Company's Quarterly Report on Form 10-Q for the quarter ended March 31, 2021.)

4.14 Supplemental Indenture, dated as of September 9, 2022, among the Company, certain subsidiaries of the Company named therein as
guarantors and U.S. Bank Trust Company, National Association (as successor in interest to U.S. Bank National Association), related to
4.375% Senior Notes due 2031. (Incorporated by reference to the Company’s Quarterly Report on Form 10-Q for the quarter ended
September 30, 2022.)

4.15 Supplemental Indenture, dated as of November 22, 2022, among the Company, certain subsidiaries of the Company named therein as
guarantors and U.S. Bank Trust Company, National Association (as successor in interest to U.S. Bank National Association), related to
4.375% Senior Notes due 2031. (Incorporated by reference to the Company's Annual Report on Form 10-K for the year ended December 31,
2022.)

4.16 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 on June 8, 2015.)

22.1 List of Subsidiary Guarantors. (Incorporated by reference to the Company's Annual Report on Form 10-K for the year ended December 31,
2022.)

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.)
99.1 Limited Waiver and Consent to Amended and Restated Credit Agreement, dated as of July 10, 2023, among the Company, Wells Fargo Bank,

National Association, as Administrative Agent, and each of the other parties party thereto. (Filed 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
    Jennifer F. Francis
    President and Chief Executive Officer
   
Dated: August 1, 2023  
   
   
  By: /s/ Richard W. Siedel, Jr.
    Richard W. Siedel, Jr.
    Chief Financial Officer and Treasurer
    (principal financial and accounting officer)
   
Dated: August 1, 2023  
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Exhibit 31.1
 

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

I, Jennifer F. Francis, 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 1, 2023 /s/ Jennifer F. Francis
  Jennifer F. Francis
  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 1, 2023 /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, 2023 (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
  Jennifer F. Francis
  President and Chief Executive Officer

     
     

  /s/ Richard W. Siedel, Jr.
  Richard W. Siedel, Jr.
  Chief Financial Officer and Treasurer

 

Date: August 1, 2023



Exhibit 99.1

LIMITED WAIVER AND CONSENT TO AMENDED AND RESTATED CREDIT AGREEMENT

    THIS LIMITED WAIVER AND CONSENT TO AMENDED AND RESTATED CREDIT AGREEMENT (this “Agreement”) dated as of July 10,
2023, by and among DIVERSIFIED HEALTHCARE TRUST, a real estate investment trust formed under the laws of the State of Maryland (the
“Borrower”), the other Loan Parties solely for the purpose of Section 4 hereof, each of the financial institutions party hereto and WELLS FARGO
BANK, NATIONAL ASSOCIATION, as Administrative Agent (the “Administrative Agent”).

    WHEREAS, the Borrower, the Lenders, the Administrative Agent and certain other parties have entered into that certain Amended and Restated
Credit Agreement dated as of August 1, 2017 (as amended, restated, supplemented or otherwise modified from time to time, the “Credit
Agreement”);

    WHEREAS, pursuant to Section 9.1(i) of the Credit Agreement, the Borrower shall not permit the Net Collateral Property Availability to be less
than $600,000,000 (the "Existing Availability Threshold") at any time (such covenant (inclusive of the Existing Availability Threshold), the
"Existing Minimum Collateral Property Availability Covenant"); and

        WHEREAS, the Borrower has requested certain temporary accommodations with respect to the Existing Minimum Collateral Property
Availability Covenant as more fully described herein, and the Administrative Agent and the Lenders party hereto (constituting Requisite Lenders)
are willing to grant such request on the terms and subject to the conditions set forth herein.

    NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged by the parties hereto,
the parties hereto hereby agree as follows:

    Section 1. Limited Waiver and Consent.

    (a)    Subject to the terms and conditions set forth herein, the Administrative Agent and the Lenders party hereto (constituting Requisite Lenders)
hereby (i) waive the Event of Default that occurred under Section 10.1(b)(i) of the Credit Agreement as a result of the Existing Availability
Threshold falling below $600,000,000, as prohibited by the Existing Minimum Collateral Property Availability Covenant, (ii) waive the Borrower’s
obligation to comply with the Existing Availability Threshold contained in the Existing Minimum Collateral Property Availability Covenant through
the end of the Borrower’s fiscal quarter ending September 30, 2023 (the “Waiver End Date”), and (iii) consent and agree that, notwithstanding
anything to the contrary in the Credit Agreement, solely through the Waiver End Date, the Existing Availability Threshold contained in the Existing
Minimum Collateral Property Availability Covenant shall be deemed amended from $600,000,000 to $575,000,000 for all purposes under the Credit
Agreement and the other Loan Documents (such that the Borrower shall be obligated to not permit the Net Collateral Property Availability to be less
than $575,000,000 at any time through the Waiver End Date) (the waivers and consent described in the foregoing clauses (i), (ii) and (iii),
collectively, the “Waiver and Consent”).

    (b)    The Borrower agrees and acknowledges that the Waiver and Consent described in Sections 1(a)(ii) and (iii) above (i) is expressly limited to
the Net Collateral Property Availability covenant set forth in Section 9.1(i) of the Credit Agreement for the period from the date hereof through the
Waiver End Date and (ii) shall not be deemed a waiver or modification of the Existing Minimum Collateral Property Availability Covenant for any
other period (it being understood and agreed that, on the date immediately following the Waiver End Date, the Existing Minimum Collateral
Property



Availability Covenant (inclusive of the Existing Availability Threshold) shall be reinstated in full for all purposes under the Credit Agreement and
the other Loan Documents, and any failure by the Borrower to maintain Net Collateral Property Availability of at least $600,000,000 at any time
after the Waiver End Date shall result in an immediate Event of Default pursuant to Section 10.1(b)(i) of the Credit Agreement).

    (c)    The Waiver and Consent is a limited, one-time waiver and consent and shall not be deemed to (i) except as expressly set forth in Section 1(a)
(i) of this Agreement, constitute a waiver of any Default or Event of Default or any other breach of the Credit Agreement or any of the other Loan
Documents, whether now existing or hereafter arising, (ii) except as expressly set forth in Section 1(a)(i) of this Agreement, constitute a waiver of
any right or remedy of the Administrative Agent, the Collateral Agent or the Lenders under the Loan Documents (all such rights and remedies being
expressly reserved by the Administrative Agent, the Collateral Agent and the Lenders), or (iii) establish a custom or course of dealing or conduct
between the Administrative Agent and/or the Lenders, on the one hand, and the Borrower and/or any other Loan Party on the other hand. The
Waiver and Consent (x) is only effective in the specific instances and for the specific purposes for which it is given and shall not be effective for any
other purpose, and no provision of any Loan Document is amended or waived in any way other than as expressly provided herein, and (y) shall not
be deemed to constitute consent to any other act, omission or any breach of the Credit Agreement or any of the other Loan Documents.

    Section 2. Conditions Precedent. The effectiveness of this Agreement is subject to (i) the truth and accuracy of the representations set forth in
Section 3 below and (ii) the Administrative Agent’s receipt of each of the following, each of which shall be in form and substance satisfactory to the
Administrative Agent:

    (a)    a counterpart of this Agreement duly executed by the Borrower, the other Loan Parties, the Administrative Agent and the Requisite Lenders;

    (b)    a certificate of the Borrower’s chief executive officer, chief legal officer, chief financial officer or chief accounting officer certifying as of
the date hereof, after giving effect to this Agreement and the other transactions contemplated hereby, that (A) no Default or Event of Default shall be
in existence, and (B) the representations and warranties made or deemed made by the Borrower or any other Loan Party in the Credit Agreement
and any other Loan Document to which such Loan Party is a party shall be true and correct in all respects on the date hereof except to the extent that
such representations and warranties expressly relate solely to an earlier date (in which case such representations and warranties shall have been true
and correct in all respects on and as of such earlier date) and except for changes in factual circumstances specifically and expressly permitted under
the Credit Agreement; and

    (c)    evidence that all fees, expenses and reimbursement amounts due and payable to the Administrative Agent, the Collateral Agent, and any of
the Lenders in connection with this Agreement have been paid.

    Section 3. Representations and Warranties. The Borrower represents and warrants to the Administrative Agent and the Lenders that:

        (a)       Authorization. The Borrower has the right and power, and has taken all necessary action to authorize it, to execute and deliver this
Agreement and to perform its obligations hereunder and under the Credit Agreement (as modified hereby) in accordance with their respective terms.
This Agreement has been duly executed and delivered by a duly authorized officer of the Borrower and each of this Agreement and the Credit
Agreement (as modified hereby) is a legal, valid and binding obligation of the Borrower enforceable against the Borrower in accordance with its
respective terms except as (i) the
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enforceability thereof may be limited by bankruptcy, insolvency or similar laws affecting creditors’ rights generally and (ii) the availability of
equitable remedies may be limited by equitable principles of general applicability.

    (b)    Compliance with Laws, etc. The execution and delivery by the Borrower of this Agreement and the performance by the Borrower of this
Agreement and the Credit Agreement (as modified hereby) in accordance with their respective terms, do not and will not, by the passage of time, the
giving of notice or otherwise: (i) require any Governmental Approval or violate any Applicable Law (including Environmental Laws) relating to the
Borrower or any other Loan Party; (ii) conflict with, result in a breach of or constitute a default under the organizational documents of Borrower or
any other Loan Party, or any indenture, agreement or other instrument to which the Borrower or any other Loan Party is a party or by which it or
any of its respective properties may be bound; or (iii) result in or require the creation or imposition of any Lien upon or with respect to any property
now owned or hereafter acquired by the Borrower or any other Loan Party other than in favor of the Collateral Agent for its benefit and the benefit
of the Lenders and the Issuing Banks.

    (c)    No Default. After giving effect to the waiver set forth in Section 1(a)(i) of this Agreement, no Default or Event of Default has occurred and
is continuing as of the date hereof or will exist immediately after giving effect to this Agreement.

    Section 4. Reaffirmation. Each Loan Party, as debtor, grantor, pledgor, guarantor, assignor, or in any other similar capacity in which such Person
grants liens or security interests in its property or otherwise acts as accommodation party or guarantor, as the case may be, in each case, pursuant to
any Loan Document, hereby (i) ratifies and reaffirms all of its payment and performance obligations, contingent or otherwise, under the Credit
Agreement and each other Loan Document to which it is a party (in each case, after giving effect hereto) and (ii) to the extent such Person granted
liens on or security interests in any of its property pursuant to any Security Documents as security for or otherwise guaranteed the Obligations or
Guaranteed Obligations, as applicable, under or with respect to the Loan Documents, ratifies and reaffirms such guarantee and grant of security
interests and liens, as applicable, and confirms and agrees that such guarantee or security interests and liens, as applicable, hereafter guarantee or
secure all of the Guaranteed Obligations or Obligations, as applicable, as amended hereby. Each Loan Party hereby consents to this Agreement and
acknowledges that the Credit Agreement (as modified hereby) and each other Loan Document remains in full force and effect and is hereby ratified
and reaffirmed.

    Section 5. Certain References. Each reference to the Credit Agreement in any of the Loan Documents shall be deemed to be a reference to the
Credit Agreement as modified hereby. This Agreement is a Loan Document.

    Section 6. Costs and Expenses. Without limiting the obligations of the Borrower under Section 12.2 of the Credit Agreement, the Borrower shall
reimburse the Administrative Agent for all reasonable costs and expenses (including reasonable attorneys’ fees) incurred by the Administrative
Agent and the Collateral Agent in connection with the preparation, negotiation and execution of this Agreement and the other agreements and
documents executed and delivered in connection herewith.

       Section 7. Benefits. This Agreement shall be binding upon and shall inure to the benefit of the parties hereto, each of the Lenders and their
respective successors and assigns.

       Section 8. GOVERNING LAW. THIS AGREEMENT SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE
LAWS OF THE STATE OF NEW YORK APPLICABLE TO CONTRACTS EXECUTED, AND TO BE FULLY PERFORMED, IN SUCH STATE.
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        Section  9. Effect. The parties hereto agree and acknowledge that nothing contained in this Agreement in any manner or respect limits or
terminates any of the provisions of the Credit Agreement or any of the other Loan Documents other than as expressly set forth herein and further
agree and acknowledge that the Credit Agreement and each of the other Loan Documents remain and continue in full force and effect and are hereby
ratified and confirmed in all respects. Except as expressly set forth in Section 1(a)(i) of this Agreement, nothing in this Agreement shall limit, impair
or constitute a waiver of the rights, powers or remedies available to the Administrative Agent, the Collateral Agent or the Lenders under the Credit
Agreement or any other Loan Document. This Agreement is not intended to and shall not constitute a novation of any of the Loan Documents, the
Obligations, or the Guaranteed Obligations.

    Section 10. Counterparts. This Agreement may be executed in any number of counterparts, each of which shall be deemed to be an original and
shall be binding upon all parties, their successors and assigns.

        Section  11. Electronic Signatures. The words “execute,” “execution,” “signed,” “signature,” and words of like import in or related to any
document to be signed by any Lender or Titled Agent (collectively, the “Lender Parties”) in connection with this Agreement and the transactions
contemplated hereby shall be deemed to include electronic signatures, the electronic matching of assignment terms and contract formations on
electronic platforms approved by the Administrative Agent, or the keeping of records in electronic form, each of which shall be of the same legal
effect, validity or enforceability as a manually executed signature of such Lender Party or the use of a paper-based recordkeeping system with
respect to such Lender Party, as the case may be, to the extent and as provided for in any applicable law, including the Federal Electronic Signatures
in Global and National Commerce Act, the New York State Electronic Signatures and Records Act, or any other similar state laws based on the
Uniform Electronic Transactions Act; provided that notwithstanding anything contained herein to the contrary, the Administrative Agent is under no
obligation to agree to accept electronic signatures from any Lender Party in any form or in any format unless expressly agreed to by the
Administrative Agent pursuant to procedures approved by it. Each of the undersigned hereby (i) agrees that, for all purposes, electronic images of
this Agreement (including with respect to any of the Lender Parties’ signature pages thereto) shall have the same legal effect, validity, admissibility
into evidence and enforceability as any paper original, and (ii) waives any argument, defense or right to contest the validity, admissibility into
evidence or enforceability of this Agreement based solely on the lack of paper original copies hereof, including with respect to any of the Lender
Parties’ signatures hereto.

    Section 12. Definitions. All capitalized terms not otherwise defined herein are used herein with the respective definitions given them in the Credit
Agreement.

[Signatures on Next Page]
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       IN WITNESS WHEREOF, the parties hereto have caused this Limited Waiver and Consent to Amended and Restated Credit Agreement to be
duly executed as of the date first above written.

DIVERSIFIED HEALTHCARE TRUST

By: /s/ Richard W. Siedel, Jr.            
Name: Richard W. Siedel, Jr.
Title: Chief Financial Officer and Treasurer
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CCC ALPHA INVESTMENTS TRUST SNH NM TENANT LLC
CCC DELAWARE TRUST SNH NORTHWOODS LLC
CCC FINANCING I TRUST SNH NORTHWOODS TENANT LLC
CCC INVESTMENTS I, L.L.C. SNH NS MTG PROPERTIES 2 TRUST
CCC LEISURE PARK CORPORATION SNH NS PROPERTIES TRUST
CCC PUEBLO NORTE TRUST SNH OHIO TENANT LLC
CCC RETIREMENT PARTNERS TRUST SNH OMISS TENANT LLC
CCC RETIREMENT TRUST SNH PARK PLACE I INC.
CCDE SENIOR LIVING LLC SNH PARK PLACE II INC.
CCOP SENIOR LIVING LLC SNH PARK PLACE TENANT I LLC
CRESTLINE VENTURES LLC SNH PARK PLACE TENANT II LLC
CSL GROUP, INC. SNH PARKVIEW PROPERTIES TRUST
DHC FREMONT LLC SNH PENN TENANT LLC
DHC HOLDINGS LLC SNH PHOENIX (COTTON) LLC
ELLICOTT CITY LAND I, LLC SNH PLAQUEMINE LLC
HRES1 PROPERTIES TRUST SNH PLFL PROPERTIES LLC
HRES2 PROPERTIES TRUST SNH PLFL TENANT LLC
MSD POOL 1 LLC SNH PRAIRIEVILLE LLC
MSD POOL 2 LLC SNH PROJ LINCOLN TRS LLC
O.F.C. CORPORATION SNH REDMOND PROPERTIES LLC
SNH AL AIMO II, INC. SNH REIT IRVING LLC
SNH AL AIMO TENANT II, INC. SNH REIT ROCKWALL LLC
SNH AL AIMO TENANT, INC. SNH REIT SAN ANTONIO LLC
SNH AL AIMO, INC. SNH REIT VICTORIA LLC
SNH AL CRIMSON TENANT INC. SNH RMI FOX RIDGE MANOR PROPERTIES LLC
SNH AL CUMMING LLC SNH RMI JEFFERSON MANOR PROPERTIES LLC
SNH AL CUMMING TENANT LLC SNH RMI MCKAY MANOR PROPERTIES LLC
SNH AL GEORGIA HOLDINGS LLC SNH RMI NORTHWOOD MANOR PROPERTIES LLC
SNH AL GEORGIA LLC SNH RMI OAK WOODS MANOR PROPERTIES LLC
SNH AL GEORGIA TENANT LLC SNH RMI PARK SQUARE MANOR PROPERTIES LLC
SNH AL PROPERTIES LLC SNH RMI PROPERTIES HOLDING COMPANY LLC
SNH AL PROPERTIES TRUST SNH RMI SMITH FARMS MANOR PROPERTIES LLC
SNH AL TRS, INC. SNH RMI SYCAMORE MANOR PROPERTIES LLC
SNH AL WILMINGTON TENANT INC. SNH SC TENANT LLC
SNH ALPHARETTA LLC SNH SE ASHLEY RIVER LLC
SNH ALT LEASED PROPERTIES TRUST SNH SE ASHLEY RIVER TENANT LLC
SNH AZ TENANT LLC SNH SE BARRINGTON BOYNTON LLC
SNH BAKERSFIELD LLC SNH SE BARRINGTON BOYNTON TENANT LLC
SNH BAMA TENANT LLC SNH SE BURLINGTON LLC
SNH BATON ROUGE (NORTH) LLC SNH SE BURLINGTON TENANT LLC
SNH BATON ROUGE (REALTORS) LLC SNH SE DANIEL ISLAND LLC
SNH BLAINE INC. SNH SE DANIEL ISLAND TENANT LLC
SNH BRFL PROPERTIES LLC SNH SE HABERSHAM SAVANNAH LLC
SNH BRFL TENANT LLC SNH SE HABERSHAM SAVANNAH TENANT LLC
SNH BRIDGEWATER LLC SNH SE HOLLY HILL LLC
SNH CAL TENANT LLC SNH SE HOLLY HILL TENANT LLC
SNH CALI TENANT LLC SNH SE KINGS MTN LLC
SNH CCMD PROPERTIES BORROWER LLC SNH SE KINGS MTN TENANT LLC
SNH CCMD PROPERTIES LLC SNH SE MOORESVILLE LLC
SNH CCMD TENANT LLC SNH SE MOORESVILLE TENANT LLC
SNH CHS PROPERTIES TRUST SNH SE N. MYRTLE BEACH LLC
SNH CLEAR BROOK LLC SNH SE N. MYRTLE BEACH TENANT LLC
SNH CLEAR CREEK PROPERTIES TRUST SNH SE PROPERTIES LLC
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SNH CO TENANT LLC SNH SE PROPERTIES TRUST
SNH DEL TENANT LLC SNH SE SG LLC
SNH DENHAM SPRINGS LLC SNH SE SG TENANT LLC
SNH DERBY TENANT LLC SNH SE TENANT 2 TRS, INC.
SNH DURHAM LLC SNH SE TENANT TRS, INC.
SNH FLA TENANT LLC SNH SOMERFORD PROPERTIES TRUST
SNH FM FINANCING LLC SNH ST. LOUIS LLC
SNH FM FINANCING TRUST SNH TEANECK PROPERTIES LLC
SNH GEORGIA TENANT LLC SNH TEANECK TENANT LLC
SNH GLENVIEW (PATRIOT) LLC SNH TELLICO TENANT LLC
SNH GP CARLSBAD LLC SNH TELLICO TRUST
SNH GP VALENCIA LLC SNH TEMPE LLC
SNH GRANITE GATE LANDS TENANT LLC SNH TENN TENANT LLC
SNH GRANITE GATE LANDS TRUST SNH TOTO TENANT LLC
SNH GROVE PARK TENANT LLC SNH TRS INC.
SNH GROVE PARK TRUST SNH TRS LICENSEE HOLDCO LLC
SNH HARRISBURG LLC SNH VA TENANT LLC
SNH IL JOPLIN INC. SNH VIKING TENANT LLC
SNH IL PROPERTIES TRUST SNH WARD AVE. PROPERTIES I INC.
SNH INDEPENDENCE PARK LLC SNH WELL PROPERTIES GA-MD LLC
SNH INDY TENANT LLC SNH WELL PROPERTIES TRUST
SNH JACKSON LLC SNH WILMINGTON LLC
SNH KENT PROPERTIES LLC SNH WIS TENANT LLC
SNH LINCOLN TENANT LLC SNH WY TENANT LLC
SNH LONGHORN TENANT LLC SNH YONKERS PROPERTIES TRUST
SNH LTF PROPERTIES LLC SNH YONKERS TENANT INC.
SNH MARYLAND HEIGHTS LLC SNH/CSL PROPERTIES TRUST
SNH MASS TENANT LLC SNH/LTA PROPERTIES GA LLC
SNH MD TENANT LLC SNH/LTA PROPERTIES TRUST
SNH MEDICAL OFFICE PROPERTIES LLC SNH/LTA SE HOME PLACE NEW BERN LLC
SNH MEDICAL OFFICE PROPERTIES TRUST SNH/LTA SE MCCARTHY NEW BERN LLC
SNH MEZZCO SAN ANTONIO LLC SNH/LTA SE WILSON LLC
SNH MO TENANT LLC SPTGEN PROPERTIES TRUST
SNH MODESTO LLC SPTIHS PROPERTIES TRUST
SNH NC TENANT LLC SPTMISC PROPERTIES TRUST
SNH NEB TENANT LLC SPTMNR PROPERTIES TRUST
SNH NJ TENANT GP LLC SPTMRT PROPERTIES TRUST
SNH NJ TENANT LLC SPTSUN II PROPERTIES TRUST

each as a Loan Party

By: /s/ Richard W. Siedel, Jr.
Name: Richard W. Siedel, Jr.
Title: Chief Financial Officer and Treasurer
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                                                    LEXINGTON OFFICE REALTY TRUST
                                                    SNH MEDICAL OFFICE REALTY TRUST
                                                    each as a Loan Party
                        
    

By: /s/ Richard W. Siedel, Jr.            
    Richard W. Siedel, Jr.
    as Trustee and not individually

                                                    CCC FINANCING LIMITED, L.P., as a Loan Party

By:     CCC RETIREMENT TRUST,
    its general partner

By: /s/ Richard W. Siedel, Jr.    
    Richard W. Siedel, Jr.
    Chief Financial Officer and Treasurer

                                                    CCC RETIREMENT COMMUNITIES II, L.P., as a Loan Party

By:     CRESTLINE VENTURES LLC,
    its general partner

By: /s/ Richard W. Siedel, Jr.    
    Richard W. Siedel, Jr.
    Chief Financial Officer and Treasurer

                                                    LEISURE PARK VENTURE LIMITED PARTNERSHIP, as a Loan Party

By:     CCC LEISURE PARK CORPORATION,
    its general partner

By: /s/ Richard W. Siedel, Jr.    
    Richard W. Siedel, Jr.
    Chief Financial Officer and Treasurer

                                                    SNH NJ TENANT LP, as a Loan Party

By:     SNH NJ TENANT GP LLC,
    its general partner

By: /s/ Richard W. Siedel, Jr.    
    Richard W. Siedel, Jr.
    Chief Financial Officer and Treasurer

                                                    
                                                    SNH VALENCIA LP, as a Loan Party

By:     SNH GP VALENCIA LLC,
    its general partner

By: /s/ Richard W. Siedel, Jr.    
    Richard W. Siedel, Jr.
    Chief Financial Officer and Treasurer
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SNH CARLSBAD LP, as a Loan Party

By:     SNH GP CARLSBAD LLC,
    its general partner

By: /s/ Richard W. Siedel, Jr.    
    Richard W. Siedel, Jr.
    Chief Financial Officer and Treasurer
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WELLS FARGO BANK, NATIONAL ASSOCIATION, as Administrative Agent and as a Lender

By: /s/ Ryan Sansavera                
Name: Ryan Sansavera
Title: Senior Vice President
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SIGNATURE PAGE TO LIMITED WAIVER AND CONSENT TO AMENDED AND RESTATED
CREDIT AGREEMENT, AMONG DIVERSIFIED HEALTHCARE TRUST, EACH LENDER PARTY
HERETO AND WELLS FARGO BANK, NATIONAL ASSOCIATION, AS ADMINISTRATIVE AGENT

Name of Institution: ASSOCIATED BANK, NATIONAL ASSOCIATION, as a Lender

By: /s/ Mitchell Vega            
Name: Mitchell Vega
Title: Senior Vice President
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ROYAL BANK OF CANADA, as a Lender

By: /s/ William Behuniak                    
Name: William Behuniak
Title: Authorized Signatory
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SIGNATURE PAGE TO LIMITED WAIVER AND CONSENT TO AMENDED AND RESTATED
CREDIT AGREEMENT, AMONG DIVERSIFIED HEALTHCARE TRUST, EACH LENDER PARTY
HERETO AND WELLS FARGO BANK, NATIONAL ASSOCIATION, AS ADMINISTRATIVE AGENT

Name of Institution: BMO Harris Bank N.A.,
as a Lender

By: /s/ Jack J. Kane            
Name: Jack J. Kane
Title: Managing Director
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MIZUHO BANK, LTD., as a Lender

By: /s/ Donna DeMagistris            
Name: Donna DeMagistris
Title: Executive Director
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SIGNATURE PAGE TO LIMITED WAIVER AND CONSENT TO AMENDED AND RESTATED
CREDIT AGREEMENT, AMONG DIVERSIFIED HEALTHCARE TRUST, EACH LENDER PARTY
HERETO AND WELLS FARGO BANK, NATIONAL ASSOCIATION, AS ADMINISTRATIVE AGENT

Name of Institution: Bank of America, N.A.,
as a Lender

By: /s/ Joseph L. Corah            
Name: Joseph L. Corah
Title: Managing Director
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MORGAN STANLEY BANK, N.A., as a Lender

By: /s/ Jake Dowden                
Name: Jake Dowden
Title: Authorized Signatory
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SIGNATURE PAGE TO LIMITED WAIVER AND CONSENT TO AMENDED AND RESTATED
CREDIT AGREEMENT, AMONG DIVERSIFIED HEALTHCARE TRUST, EACH LENDER PARTY
HERETO AND WELLS FARGO BANK, NATIONAL ASSOCIATION, AS ADMINISTRATIVE AGENT

UBS AG STAMFORD BRANCH,
as a Lender

By: /s/ Danielle Calo        
Name: Danielle Calo
Title: Associate Director

By: /s/ Peter Hazoglou        
Name: Peter Hazoglou
Title: Authorized Signatory
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SIGNATURE PAGE TO LIMITED WAIVER AND CONSENT TO AMENDED AND RESTATED
CREDIT AGREEMENT, AMONG DIVERSIFIED HEALTHCARE TRUST, EACH LENDER PARTY
HERETO AND WELLS FARGO BANK, NATIONAL ASSOCIATION, AS ADMINISTRATIVE AGENT

Name of Institution: First Hawaiian Bank,
as a Lender

By: /s/ Derek Chang        
Name: Derek Chang
Title: Senior Vice President
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CITIBANK, N.A., as a Lender

By: /s/ David Bouton                    
Name: David Bouton
Title: Managing Director
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