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PART I—FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

VENTAS, INC.

CONSOLIDATED BALANCE SHEETS
(In thousands, except per share amounts)

Assets

Real estate investments:
Land and improvements
Buildings and improvements
Construction in progress
Acquired lease intangibles

Accumulated depreciation and amortization
Net real estate property
Secured loans receivable and investments, net
Investments in unconsolidated entities
Net real estate investments
Cash and cash equivalents
Escrow deposits and restricted cash
Deferred financing costs, net
Other assets
Total assets
Liabilities and equity
Liabilities:
Senior notes payable and other debt
Accrued interest
Accounts payable and other liabilities
Deferred income taxes
Total liabilities

Redeemable OP unitholder and noncontrolling interes

Commitments and contingencies

Equity:
Ventas stockholders' equity:

Preferred stock, $1.00 par value; 10,000 sharé®&zed,

unissued

Common stock, $0.25 par value; 600,000 shardoeréd,

296,940 and 295,565 shares issued at Juné€)38,ahd

December 31, 2012, respectively
Capital in excess of par value
Accumulated other comprehensive income
Retained earnings (deficit)

Treasury stock, 3,698 and 3,699 shares at Juriz03@ and

December 31, 2012, respectively
Total Ventas stockholders' equity
Noncontrolling interest
Total equity

Total liabilities and equity

June 30, December 31,
2013 2012
(Unaudited) (Audited)

$ 1,783,66. $ 1,772,41
17,238,84 16,920,82
99,947 70,66¢
990,54¢ 981,70
20,113,00 19,745,60
(2,977,15) (2,634,07)
17,135,84 17,111,53
470,44 635,00:
93,15t 95,40¢
17,699,44. 17,841,94
62,42! 67,90¢
94,49 105,91¢
50,82 42,55
889,40 921,68!
$ 18,796,58 $ 18,980,00
$ 8,420,07. $ 8,413,64!
50,86( 47,56t
887,31« 995,15¢
247,59: 259,71!
9,605,833t 9,716,08.
184,21° 174,55!
74,24¢ 73,90
9,996,09! 9,920,96:
19,75: 23,35¢
(943,38 (777,92)
(221,129 (221,165
8,925,58 9,019,12i
80,94¢ 70,23t
9,006,52' 9,089,36:
$ 18,796,58 $ 18,980,00




See accompanying notes.
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VENTAS, INC.
CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)

(In thousands, except per share amounts)

For the Three Months Ended June

30, For the Six Months Ended June 30,
2013 2012 2013 2012
Revenues:
Rental income:
Triple-net leased $ 21423¢ $ 20456: $ 427,76( $ 407,79
Medical office buildings 110,94t 89,11( 222,09: 153,07
325,18! 293,67: 649,85! 560,87:
Resident fees and services 341,59: 303,43 680,76:- 588,63l
Medical office building and other services revenue 3,531 6,63¢ 7,18t 12,24
Income from loans and investments 14,73: 8,152 30,83¢ 16,18¢
Interest and other income 797 65 1,83¢ 112
Total revenues 685,84t 611,96« 1,370,47. 1,178,05!
Expenses:
Interest 83,04¢ 72,76, 162,45: 140,67¢
Depreciation and amortization 172,70t 187,36 351,49! 347,56:
Property-level operating expenses:
Senior living 231,33 207,03: 462,24! 402,16!
Medical office buildings 38,40: 29,62: 74,94 50,32
269,73t 236,65: 537,18 452,48
Medical office building services costs 1,667 3,83¢ 3,30¢ 6,82
General, administrative and professional fees 27,32% 26,42: 56,10: 48,62
(Gain) loss on extinguishment of debt, net (720 9,98¢ (720 39,53:
Merger-related expenses and deal costs 6,667 36,66¢ 10,92¢ 44,64¢
Other 4,38t 1,51( 8,97- 3,08¢
Total expenses 564,81¢ 575,21! 1,129,72. 1,083,441
Income before income/loss from unconsolidated iestiincome taxes,
discontinued operations and noncontrolling interest 121,03( 36,74¢ 240,75( 94,60:
(Loss) income from unconsolidated entities (50€) 514 42: 831
Income tax benefit (expense) 12,06¢ 5,17¢ 10,32( (6,159
Income from continuing operations 132,58t 42,44. 251,49: 89,27¢
Discontinued operations (18,05%) 31,29 (23,867) 74,55:
Net income 114,53: 73,73t 227,63: 163,82¢
Net (loss) income attributable to noncontrollingeirest 47 (289) 85¢ (823
Net income attributable to common stockholders $ 11458( $ 74,028 $ 226,77C $ 164,65:
Earnings per common share:
Basic:
Income from continuing operations attributable eoncnon
stockholders $ 0.4t $ 0.1t $ 08¢ $ 0.31
Discontinued operations (0.0¢) 0.11 (0.0¢) 0.2¢
Net income attributable to common stockholders $ 03¢ % 0.2¢ $ 0.7¢ % 0.57
Diluted:
Income from continuing operations attributable eoncnon
stockholders $ 0.4t $ 012 $ 08 $ 0.3C
Discontinued operations (0.0¢) 0.11 (0.0¢) 0.2¢
Net income attributable to common stockholders $ 03¢ % 0.2t % 077 % 0.5¢€
Weighted average shares used in computing earninger common
share:

Basic 292,63! 290,17( 292,04¢ 289,28:



Diluted 295,12; 292,59: 294,58. 291,71:
Dividends declared per common share $ 0671 $ 06z $ 1.3¢2 % 1.2¢

See accompanying notes.




VENTAS, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Unaudited)
(In thousands)

For the Three Months Ended June  For the Six Months Ended June

30, 30,
2013 2012 2013 2012

Net income $ 11453 $ 73,73¢ $ 227,63. $ 163,82
Other comprehensive income (loss):

Foreign currency translation (2,722 (1,607 (4,819 34z

Change in unrealized gain on marketable debt sezsuri (86¢) (403 (807) (717

Other 1,51¢ (512 2,01¢ (289)

Total other comprehensive loss (2,07¢) (2,522) (3,602 (65¢)

Comprehensive income 112,45 71,21« 224,02¢ 163,17(

Comprehensive (loss) income attributable to norradiittg interest 47 (289) 85¢ (823

Comprehensive income attributable to common stodene $ 11250 § 7150: § 223,17 § 163,99

See accompanying notes.




VENTAS, INC.
CONSOLIDATED STATEMENTS OF EQUITY
For the Six Months Ended June 30, 2013 and the Ye&nded December 31, 2012
(In thousands, except per share amounts)

Accumulated

Common Capital in Other Retained Total Ventas
Stock Par Excess of Comprehensive Earnings Treasury Stockholders’ Noncontrolling
Value Par Value Income (Deficit) Stock Equity Interest Total Equity
Balance at January !

2012 $ 72,24C $ 9,593,558 $ 22,06: $ (412,18) $ 747 $ 9,27495 % 80,987 $ 9,355,94.
Net income (loss) — — — 362,80( — 362,80( (1,025 361,77
Other comprehensivi

income — — 1,292 — — 1,292 — 1,29:
Acquisition-related

activity — (8,57)) — — (221,079 (229,64 (9,429 (239,076
Net change in

noncontrolling

interest — — — — — — (5,199 (5,199
Dividends to commo

stockholders—

$2.48 per share — — — (728,541 — (728,54() — (728,549
Issuance of common

stock 1,49t 340,97 — — — 342,46 — 342,46¢
Issuance of common

stock for stock

plans 12¢ 22,12¢ — — 2,841 25,09¢ — 25,09t
Change in redeemak

noncontrolling

interest — (17,31) — — — (27,31 4,89¢ (12,427)
Adjust redeemable

OP unitholder

interests to current

fair value — (29,819 — — — (29,819 — (19,819
Purchase of OP unitt 3 (1,65)) — — 324 (1,329 — (1,329
Grant of restricted

stock, net of

forfeitures 38 11,631 — — (2,50%) 9,16¢ — 9,16¢

Balance at

December 31,

2012 73,90 9,920,96: 23,35« (777,92)) (221,16Y 9,019,12: 70,23t 9,089,36:
Net income — — — 226,77. — 226,77. 85¢ 227,63:
Other comprehensiv

loss — — (3,602 — — (3,602 — (3,602
Acquisition-related

activity — (762) — — — (762) 12,713 11,95¢
Net change in

noncontrolling

interest — — — — — — (3,957) (3,957)
Dividends to commo

stockholders—

$1.34 per share — — — (392,23)) — (392,23() — (392,23()
Issuance of common

stock 282 82,10z — — — 82,38 — 82,38«
Issuance of common

stock for stock

plans 14 3,52¢ — — 5,46¢ 9,00¢ — 9,00¢
Change in redeemak

noncontrolling

interest — (8,57¢) — — — (8,57¢) 1,081 (7,497
Adjust redeemable

OP unitholder

interests to current

fair value — (10,707 — — — (10,707 — (10,707
Purchase of OP unitt — (30 — — — (30) — (30)
Grant of restricted

stock, net of

forfeitures 48 9,58( — — (5,430 4,19¢ — 4,19¢

Balance at June 3(

2013 74,248 $ 9,996,090 $ 19,75 $ (943,38) $ (221,129 $ 8,92558 % 80,94t $ 9,006,52

See accompanying notes.






VENTAS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(In thousands)

For the Six Months Ended June
30,

2013 2012

Cash flows from operating activities:

Net income $ 227,63. % 163,82¢
Adjustments to reconcile net income to net cashigeal by operating activities:

Depreciation and amortization (including amountdistontinued operations) 380,93: 366,40!
Amortization of deferred revenue and lease intdegjmet (7,009) (8,829)
Other non-cash amortization (9,409 (21,18H
Stock-based compensation 10,80( 11,08¢
Straight-lining of rental income, net (14,330) (20,470
(Gain) loss on extinguishment of debt, net (879%) 39,53:
Gain on real estate dispositions, net (includingamts in discontinued operations) (2,199 (78,79)
(Gain) loss on real estate loan investments (1,099 55¢
Gain on sale of marketable debt securities (85¢€) —
Income tax (benefit) expense (including amountisicontinued operations) (10,320) 6,13¢
Loss (income) from unconsolidated entities 81¢ (83))
Gain on re-measurement of equity interest uponisitiqu, net (1,247 —
Other 3,87 5,99(
Changes in operating assets and liabilities:
(Increase) decrease in other assets (16,41Y) 861
Increase in accrued interest BR3IIIE 10,25¢
Decrease in accounts payable and other liabilities (55,947 (23,74
Net cash provided by operating activities 507,68t 460,80¢
Cash flows from investing activities:
Net investment in real estate property (283,62 (899,409
Purchase of noncontrolling interest (6,129 (3,939
Investment in loans receivable and other (32,337 (27,26()
Proceeds from real estate disposals 24.,29( 8,841
Proceeds from loans receivable 218,04 33,22
Proceeds from sale or maturity of marketable sgesri 5,49 —
Funds held in escrow for future development expgenet 11,81¢ —
Development project expenditures (48,289 (60,56°)
Capital expenditures (32,459 (23,81)
Other (412 (2,150)
Net cash used in investing activities (143,59() (975,05)
Cash flows from financing activities:
Net change in borrowings under revolving creditlfigc (280,921 (88,659
Proceeds from debt 918,45! 1,269,31!
Repayment of debt (685,51) (645,72)
Payment of deferred financing costs (12,99 (2,980
Issuance of common stock, net 82,38¢ 342,46
Cash distribution to common stockholders (392,23() (361,95)
Cash distribution to redeemable OP unitholders (2,319 (2,247
Contributions from noncontrolling interest 2,094 —
Purchases of redeemable OP units (20€) (617)
Distributions to noncontrolling interest (5,04%) (2,909
Other 6,80¢ 14,50¢

Net cash (used in) provided by financing activities (369,49¢) 521,22:




Net (decrease) increase in cash and cash equisalent (5,399 6,97¢
Effect of foreign currency translation on cash aadh equivalents (89) 18

Cash and cash equivalents at beginning of period 67,90¢ 45,80"

Cash and cash equivalents at end of period $ 62,42, $ 52,80¢

See accompanying notes.
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VENTAS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)
(Unaudited)
(In thousands)

For the Six Months Ended June

30,
2013 2012
Supplemental schedule of non-cash activities:
Assets and liabilities assumed from acquisitions:

Real estate investments $ 90,02( $ 364,88:
Utilization of funds held for an Internal Revenuedg Section 1031 exchange — (134,00)
Other assets acquired 2,562 81,50¢
Debt assumed 68,60: 250,36:
Other liabilities 10,49: 26,63¢
Deferred income tax liability 1,79¢ 5,89t
Noncontrolling interests 11,69¢ 25,16¢
Equity issued — 4,32¢

— 14,53t

Debt transferred on the sale of assets
See accompanying notes.




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1—DESCRIPTION OF BUSINESS

Ventas, Inc. (together with its subsidiaries, usletherwise indicated or except where the contthdraise requires, “we,” “us” or
“our”), an S&P 500 company, is a real estate inwesit trust (“REIT”) with a highly diversified podfio of seniors housing and healthcare
properties throughout the United States and Camsslaf June 30, 2013 , we owned more than 1,40pepts, including seniors housing
communities, skilled nursing and other facilitissgdical office buildings (“MOBs"), and hospitals, 46 states, the District of Columbia and
two Canadian provinces, and we had four new prejestier development. Our company is currently headered in Chicago, lllinois.

We primarily acquire and own seniors housing araltheare properties and lease them to unaffilis#éednts or operate them through
independent third-party managers. As of June 303 2@ve leased a total of 889 properties (excludt@Bs and properties classified as held
for sale) to various healthcare operating compamieker “triple-net” or “absolute-net” leases thhtigate the tenants to pay all property-
related expenses, including maintenance, utilitiegairs, taxes, insurance and capital expenditwiéls Brookdale Senior Living Inc.
(together with its subsidiaries, “Brookdale Seniosing”) and Kindred Healthcare, Inc. (together lwits subsidiaries, “Kindred”) accounting
for 148 properties (excluding six properties in@ddn investments in unconsolidated entities) a4l droperties, respectively. As of June 30,
2013, we also engaged independent operatorsasubltria Senior Living, Inc. (“Atria”) and Sunrigenior Living, LLC (together with its
subsidiaries, “Sunrise”), to manage a total of 828ur seniors housing communities pursuant toamgy management agreements.

Through our Lillibridge Healthcare Services, Irttilfibridge”) subsidiary and our ownership interest in PMB Resthfe Services LL!
(“PMBRES"), we also provide MOB management, leasimgrketing, facility development and advisory $&s to highly rated hospitals and
health systems throughout the United States. litiaddfrom time to time, we make secured and unsett loans and other investments
relating to seniors housing and healthcare opesatoproperties.

NOTE 2—ACCOUNTING POLICIES

The accompanying Consolidated Financial Statenfemts been prepared in accordance with U.S. geperetkepted accounting
principles (“GAAP”) for interim financial informatin set forth in the Accounting Standards Codifmat{*ASC"), as published by the
Financial Accounting Standards Board (“FASB”), amith the Securities and Exchange Commission (“SE@Sjructions to Form 10-Q and
Article 10 of Regulation S-X. Accordingly, they dot include all of the information and footnotegui&ed by GAAP for complete financial
statements. In the opinion of management, all adieists (consisting of normal recurring accruals)sidered necessary for a fair stateme
results for the interim period have been includ@gerating results for the three and six months @éddee 30, 2013 are not necessarily
indicative of the results that may be expectedHeryear ending December 31, 2013 . The accompau@dmsolidated Financial Statements
and related notes should be read in conjunctioh thi¢ consolidated financial statements and nbtr®to included in our Annual Report on
Form 10-K for the year ended December 31, 2012d fvith the SEC on February 19, 2013. Certainrgériod amounts have been
reclassified to conform to the current period pnéggon.

Principles of Consolidation

The accompanying Consolidated Financial Statermiealisde our accounts and the accounts of our whaMlged subsidiaries and the
joint venture entities over which we exercise contAll intercompany transactions and balances hmen eliminated in consolidation, &
our net earnings are reduced by the portion oéaatings attributable to noncontrolling interests.

GAAP requires us to identify entities for which ¢an is achieved through means other than votights and to determine which
business enterprise is the primary beneficiaryasfable interest entities (“VIES”"). A VIE is broaddefined as an entity with one or more of
the following characteristics: (a) the total equityestment at risk is insufficient to finance th#ity’s activities without additional
subordinated financial support; (b) as a grouphitiders of the equity investment at risk lacki@ ability to make decisions about the
entity’s activities through voting or similar right(ii) the obligation to absorb the expected legsfethe entity, or (iii) the right to receive the
expected residual returns of the entity; or (c)ehaity investors have voting rights that are rropprtional to their economic interests, and
substantially all of the entity’s activities eithievolve, or are conducted on behalf of, an invetat has disproportionately few voting rights.
We consolidate our investment in a VIE when wedmtermined to be its primary beneficiary. We magrade our original assessment of a
VIE upon subsequent events such as modificatiogsmatractual arrangements that affect the chaiatitesr or adequacy of the entity’s equity
investments at risk and the disposition of all gogtion of an interest held by the primary benafig.




We identify the primary beneficiary of a VIE as thieterprise that has both: (i) the power to dithetactivities of the VIE that most
significantly impact the entity’s economic performea; and (ii) the obligation to absorb losses errtght to receive benefits of the VIE that
could be significant to the entity. We perform thiglysis on an ongoing basis. At June 30, 2018 ¢cansolidated all VIEs for which we
qualify as the primary beneficiary.

As it relates to investments in joint ventures, GAmay preclude consolidation by the sole genenraiherin certain circumstances
based on the type of rights held by the limitedmpen(s). We assess limited partners’ rights anit tirpact on the presumption of control of
the limited partnership by the sole general panvigen an investor becomes the sole general pagndrwe reassess if there is a change t
terms or in the exercisability of the rights of thmited partners, the sole general partner ine@eas decreases its ownership of limited
partnership interests, or there is an increaseoredse in the number of outstanding limited pastrip interests. We also apply this guidance
to managing member interests in limited liabiligngpanies.

Redeemable OP Unitholder and Noncontrolling I nterests

Through our acquisition of Nationwide Health Prdey, Inc. (“NHP”) in July 2011, we own a majorityterest in NHP/PMB L.P.
(“NHP/PMB"), a limited partnership formed in 2008 acquire properties from entities affiliated wiRhcific Medical Buildings LLC. We
consolidate NHP/PMB, as our wholly owned subsidiarthe general partner and exercises controlep#rtnership. As of June 30, 2013,
third party investors owned 2,252,590 Class A kaipartnership units in NHP/PMB (“OP Units”), whidpresented 27.0% of the total units
then outstanding, and we owned 6,104,969 Classigelil partnership units in NHP/PMB, representing itmaining 73.0% . At any time
following the first anniversary of their issuanctel the OP Units may be redeemed at the electitredolder for cash or, at our option,
0.7866 shares of our common stock per unit, sulbjeatjustment in certain circumstances. We argy fiigrassumption to a registration rights
agreement with the holders of the OP Units thatiireg us, subject to the terms and conditionsath therein, to file and maintain a
registration statement relating to the issuancghafes of our common stock upon redemption of OisUn

Because redemption rights are beyond our contmlchassify the redeemable OP unitholder interaestiside of permanent equity on ¢
Consolidated Balance Sheets. We reflect the redslen@P unitholder interests at the greater of opair value. As of June 30, 2013 and
December 31, 2012 , the fair value of the redeeen@® unitholder interests was $123.1 million an@4$2 million , respectively. We
recognize changes in fair value through capit@xoess of par value, net of cash distributions paitipurchases by us of any OP Units. Our
diluted earnings per share (“EPS”) includes theafof any potential shares outstanding from rediempf the OP Units.

Subsequent to June 30, 2013, 59,144 OP units a8BLZlass B limited partnership units in NHP/PMBrerissued in connection with
the contribution of an MOB to NHP/PMB.

Certain noncontrolling interests of other consdkdgoint ventures were also classified as rede@athjune 30, 2013 and
December 31, 2012 . Accordingly, we record theytagramount of these noncontrolling interests atdgheater of (i) their initial carrying
amount, increased or decreased for the noncomigdliiterests share of net income or loss and distributiongiilothe redemption value. Wi
respect to these joint ventures, because ouryeinture partner has certain redemption rightsahabeyond our control, we classify the
redeemable noncontrolling interests outside of jpernt equity on our Consolidated Balance Sheetsedfmnize changes in carrying value
of redeemable noncontrolling interests throughtedp excess of par value.

Noncontrolling Interests

Other than redeemable noncontrolling interestsridestt above, we present the portion of any eqhigy e do not own in entities that
we control (and thus consolidate) as noncontroliigrests and classify those interests as a coem@i consolidated equity, separate from
total Ventas stockholders’ equity, on our ConsdlidaBalance Sheets. For earnings of consolidatatlyentures with pro rata distribution
allocations, net income or loss is allocated beiwtbe partners in the joint venture based on tiesipective stated ownership percentages. In
other instances, net income or loss is allocatédd®n the partners in the joint venture based erhyipothetical liquidation at book value
method (the “HLBV method”). We account for purchase sales of equity interests that do not resudt change of control as equity
transactions, through capital in excess of pare/alu

Fair Values of Financial I nstruments

Fair value is a market-based measurement, nottég-specific measurement, and we determine fainerdbased on the assumptions
that we expect market participants would use inipgi the asset or liability. As a basis for consiulg market participant assumptions in fair
value measurements, GAAP establishes a fair vatrarchy that distinguishes between market paditimssumptions based on market data
obtained from sources independent of the repogitgdy (observable inputs that






are classified within levels one and two of therdwiehy) and the reporting entity’s own assumptiansut market participant assumptions
(unobservable inputs classified within level thoé¢he hierarchy).

Level one inputs utilize unadjusted quoted pricgddentical assets or liabilities in active maskgtat we have the ability to access.
Level two inputs are inputs other than quoted priceluded in level one that are directly or indthg observable for the asset or liability.
Level two inputs may include quoted prices for &imassets and liabilities in active markets, all aseother inputs for the asset or liability,
such as interest rates, foreign exchange rategialtdcurves, that are observable at commonly quiteervals. Level three inputs are
unobservable inputs for the asset or liability, ethare typically based on our own assumptionshea=tis little, if any, related market activi
If the determination of the fair value measuremsitased on inputs from different levels of therduiehy, the level within which the entire
fair value measurement falls is the lowest levplirthat is significant to the fair value measuratie its entirety. If the volume and level of
market activity for an asset or liability has dexsed significantly relative to the normal markedhéty for such asset or liability (or similar
assets or liabilities), then transactions or qu@gckes may not accurately reflect fair value. didigion, if there is evidence that a transaction
for an asset or liability is not orderly, littld,any, weight is placed on that transaction pris@@ indicator of fair value. Our assessment of the
significance of a particular input to the fair valmeasurement in its entirety requires judgmentcamdiders factors specific to the asset or
liability.

We use the following methods and assumptions imasing the fair value of our financial instruments

e Cash and cash equivalent¥he carrying amount of unrestricted cash and cgslvalents reported on our Consolidated Balance
Sheets approximates fair value due to the shontinibpabf these instruments.

» Loans receivabl- We estimate the fair value of loans receivablegifénel two and level three inputs: we discountifatcash
flows using current interest rates at which simiit@ns with the same maturities and same termsdiumeiimade to borrowers
with similar credit ratings. Additionally, we deteine the valuation allowance for losses, if any|aans receivable using level
three inputs.

* Marketable debt securitie- Whenever possible, we estimate the fair value aketable debt securities using level two inputs:
we observe quoted prices for similar assets oililigls in active markets that we have the abildyaccess. In other cases, we
estimate the fair value of marketable debt se@sitising level three inputs: we consider crediags, underlying asset
performance and quality, default rates and anyratpplicable criteria.

» Derivative instrument- With the assistance of a third party, we estimiag¢efair value of derivative instruments, including
interest rate caps, interest rate swaps, and foigrency forward contracts, using level two irgpdior interest rate caps, we
observe forward yield curves and other relevardrmfation; for interest rate swaps, we observeradtare financing rates
derived from market-based financing rates, forwaett curves and discount rates; and for foreigmency forward contracts,
we estimate the future values of the two currenagdhes using forward exchange rates that are lmastdded forward points
and calculate a present value of the net amoungwstiscount factor based on observable tradedeisitrates.

* Senior notes payable and other deli¥e estimate the fair value of senior notes payabteother debt using level two inputs:
discount the future cash flows using current irgerates at which we could obtain similar borroveing

* Redeemable OP unitholder intere- We estimate the fair value of the OP Units usingléwo inputs: we base fair value on the
closing price of our common stock, as units mayedukeemed at the election of the holder for cashtavur option, 0.7868hare:
of our common stock per unit, subject to adjustniemcertain circumstances.

Revenue Recognition

Triple-Net Leased Properties and MOB Operations

Certain of our triple-net leases, including a miajoof the leases we acquired in connection with{HP acquisition, and most of our
MOB leases provide for periodic and determinabéedases in base rent. We recognize base rentalueseinder these leases on a straight-
line basis over the applicable lease term wherectlbility is reasonably assured. Recognizing témt@ame on a straight-line basis generally
results in recognized revenues during the first diah lease term exceeding the cash amounts abunally due from our tenants, creating a
straight-line rent receivable that is included they assets on our Consolidated Balance Sheefant 30, 2013 and December 31, 2012 , this
cumulative excess (net of allowances) totaled $184llion and $120.3 million , respectively.

Four of our five master lease agreements with K&ddthe “Kindred Master Leases”) and certain of athier leases provide for periodic
increases in base rent only if certain revenuematars or other substantive contingencies areWetiecognize the increased rental revenue
under these leases as the related parameterstorgaorties are met, rather than on a straightbasgs over the applicable lease term.




Senior Living Operations

We recognize resident fees and services, otherrttte-in fees, monthly as services are providedr&gegnize move-in fees on a
straight-line basis over the average resident €ay.lease agreements with residents generally &aeem of 12 months to 18 months and are
cancelable by the resident upon 30 days’ notice.

Other

We recognize interest income from loans and invests) including discounts and premiums, using ffecéve interest method when
collectibility is reasonably assured. We apply ¢fffective interest method on a loan-by-loan basisr@cognize discounts and premiums as
yield adjustments over the related loan term. egeize interest income on an impaired loan teetttent our estimate of the fair value
the collateral is sufficient to support the balantéhe loan, other receivables and all relatedwext interest. When the balance of the loan,
other receivables and all related accrued intésesgual to our estimate of the fair value of th#tateral, we recognize interest income on a
cash basis. We provide a reserve against an inthimiaa to the extent our total investment in trenlexceeds our estimate of the fair value of
the loan collateral.

We recognize income from rent, lease terminati@s felevelopment services, management advisorycespand all other income when
all of the following criteria are met in accordaneith SEC Staff Accounting Bulletin 104: (i) theg@izable agreement has been fully exec
and delivered; (ii) services have been render@jlti{e amount is fixed or determinable; and (ig)lectibility is reasonably assured.

Allowances

We assess the collectibility of our rent receivablacluding straight-line rent receivables, anddeéer recognition of revenue if
collectibility is not reasonably assured. We baseassessment of the collectibility of rent recblea (other than straiglitie rent receivable
on several factors, including, among other thipggiment history, the financial strength of the terend any guarantors, the value of the
underlying collateral, if any, and current econoroaditions. If our evaluation of these factorsidades it is probable that we will be unabl
recover the full value of the receivable, we prevareserve against the portion of the receivédialewe estimate may not be recovered. We
base our assessment of the collectibility of strelipe rent receivables on several factors, includargong other things, the financial stren
of the tenant and any guarantors, the historicataipons and operating trends of the propertyhtsmrical payment pattern of the tenant, and
the type of property. If our evaluation of thesetéas indicates it is probable that we will be ueaio receive the rent payments due in the
future, we defer recognition of the straight-lieatal revenue and, in certain circumstances, peocaiteserve against the previously
recognized straight-line rent receivable assettferportion, up to its full value, that we estimatay not be recovered. If we change our
assumptions or estimates regarding the colledtibifi future rent payments required by a leasemag adjust our reserve to increase or
reduce the rental revenue recognized and/or teaser or reduce the reserve against the previoesbgnized straight-line rent receivable
asset.

Recently | ssued or Adopted Accounting Standards

In January 2013, the FASB issued Accounting Statsldipdate 2013-0Reporting of Amounts Reclassified Out of Accumdlate
Comprehensive InconfASU 2013-02"), which requires an entity to reptire effect of significant reclassifications outamicumulated other
comprehensive income on the respective line itenmet income if the amount being reclassified tuieed under GAAP to be reclassified in
its entirety to net income. For other amounts #ratnot required under GAAP to be reclassifieth@ir entirety to net income within the se
reporting period, an entity is required to crodemence other disclosures that provide additioegitlabout the reclassified amounts. We
adopted the provisions of ASU 2013-02 on Janua®013, and the adoption of this update did not lmsignificant impact on our
consolidated financial statements or disclosures.

NOTE 3—CONCENTRATION OF CREDIT RISK

As of June 30, 2013, Atria, Sunrise, Brookdalei@ehniving and Kindred managed or operated apprataty 19.0% , 14.6% , 10.3%
and 3.5% , respectively, of our real estate investbased on their gross book value (excludingasties classified as held for sale as of
June 30, 2013 ). Seniors housing communities doiesti approximately 62.0% of our real estate pbafoased on gross book value as of
June 30, 2013, and skilled nursing and otherifesi| MOBs and hospitals collectively comprised thmaining 38.0% (excluding properties
classified as held for sale as of June 30, 200R1).properties were located in 46 states, the iDigif Columbia and two Canadian provinces
as of June 30, 2013, with properties in two sté@adifornia and New York) accounting for more thEd%6 of our total revenues and
properties in one state (California) accountingrfare than 10% of our total net operating inconiddt,” which is defined as total revenues,
excluding interest and other income, less proplentgt operating expenses and medical office bujdiarvices costs) (in each case excluding
amounts in discontinued operations) for the threatims then ended.
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Triple-Net Leased Properties

For the three months ended June 30, 2013 and 2@d@oximately 8.2% and 10.5% , respectively, aftotal revenues and 13.6% and
17.3% , respectively, of our total NOI (in eachecagcluding amounts in discontinued operationsevaerived from our lease agreements
with Kindred. For the same periods, approximatek#band 6.4% , respectively, of our total reveramd 9.5% and 10.6% , respectively, of
our total NOI (in each case excluding amounts #taintinued operations) were derived from our leggeements with Brookdale Senior
Living. Each of the Kindred Master Leases and easés with Brookdale Senior Living is a triple-legise that obligates the tenant to pay alll
property-related expenses, including maintenandéias, repairs, taxes, insurance and capitaleaditures, and to comply with the terms of
the mortgage financing documents, if any, affecthrgproperties. In addition, each of these lehasgguaranty and cross-default provisions
tied to other leases with the same tenant, asasdiundled lease renewals.

The properties we lease to Kindred and BrookdatedBé.iving account for a meaningful portion of aotal revenues and NOI and,
therefore, our financial condition and results pémtions could be weakened and our ability toiserour indebtedness and to make
distributions to our stockholders could be limitedither Kindred or Brookdale Senior Living becasmnable or unwilling to satisfy its
obligations to us or to renew its leases with usnug@xpiration of the terms thereof. We cannot asgou that either Kindred or Brookdale
Senior Living will have sufficient assets, inconraaccess to financing to enable it to satisfyatpective obligations to us, and any inability
or unwillingness by Kindred or Brookdale Senior ibiy to do so could have a material adverse effeaiw business, financial condition,
results of operations and liquidity, our abilitygervice our indebtedness and other obligationsoandbility to make distributions to our
stockholders, as required for us to continue tdifyuas a REIT (a “Material Adverse Effect”). Wesal cannot assure you that either Kindred
or Brookdale Senior Living will elect to renew rsspective leases with us upon expiration of ttegins or that we will be able to reposition
any properties that are not renewed on a timelislmason the same or better economic terms, iflat a

Senior Living Operations

As of June 30, 2013, Atria and Sunrise, colledyiverovided comprehensive property managemenisaodunting services with
respect to 227 of our seniors housing communit@syhich we pay annual management fees pursudahtpterm management agreements.

As managers, Atria and Sunrise do not lease oyepties, and, therefore, we are not directly exgdseheir credit risk in the same
manner or to the same extent as our triple-nettsnalowever, we rely on our managers’ personmxglesise, technical resources and
information systems, proprietary information, gdaith and judgment to manage our seniors housingneanities efficiently and effectively.
We also rely on our managers to set resident fleg®therwise operate those properties in compliaittethe terms of our management
agreements. Although we have various rights apithpgerty owner under our management agreementagding various rights to terminate
and exercise remedies under the agreements asledavierein, Atria’s or Sunrise’s inability or udlmigness to satisfy its obligations under
those agreements, to efficiently and effectivelynage our properties or to provide timely and adeuaacounting information with respect
thereto could have a Material Adverse Effect onlmisddition, significant changes in Atria’s or $ige’s senior management or any adverse
developments in their businesses and affairs anfifal condition could have a Material Adverse Efffen us.

Our 34% ownership interest in Atria entitles ugéotain rights and minority protections regardinatemial transactions affecting Atria,
as well as the right to appoint two directors te #tria Board of Directors.

Brookdale Senior Living, Kindred, Atria and Sunrise Information

Each of Brookdale Senior Living and Kindred is |dbjto the reporting requirements of the SEC amddsired to file with the SEC
annual reports containing audited financial infotisraand quarterly reports containing unauditeddicial information. The information
related to Brookdale Senior Living and Kindred @néd or referred to in this Quarterly Report ommFd.0-Q has been derived from SEC
filings made by Brookdale Senior Living or Kindrex the case may be, or other publicly availalterimation, or was provided to us by
Brookdale Senior Living or Kindred, and we have watified this information through an independemidstigation or otherwise. We have no
reason to believe that this information is inacteiia any material respect, but we cannot provideassurance of its accuracy. We are
providing this data for informational purposes grayd you are encouraged to obtain Brookdale Sémiarg’s and Kindred's publicly
available filings, which can be found on the SE@&bsite at www.sec.gov.

Neither Atria nor Sunrise is currently subjecthe teporting requirements of the SEC. The inforamatelated to Atria and Sunrise
contained or referred to within this Quarterly Remm Form 10-Q has been derived from publicly Ekdé information or was provided to us
by Atria or Sunrise, as the case may be, and we havverified this information through an indepentinvestigation or otherwise. We have
no reason to believe that this information is inaate in any material respect, but we cannot peaity assurance of its accuracy.
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NOTE 4—ACQUISITIONS AND DISPOSITIONS
2013 Activity
Triple-Net Leased Properties

During the six months ended June 30, 2013, we e&djwine seniors housing community for approxima$€§.5 million through a joint
venture. Additionally, during the six months endedie 30, 2013 , we sold six seniors housing contrearand eighskilled nursing facilitie!
for aggregate consideration of $21.1 million , utdihg lease termination fees of $0.3 million , aadognized a net gain on the sales of these
assets of $1.9 million .

Senior Living Operations

During the six months ended June 30, 2013, we aadjli5 seniors housing communities, eight of whiehwere previously the tenant
under a capital lease (see “Note 9—Senior Notealtayand Other Debt”), for approximately $384.0lionl . Additionally, during the six
months ended June 30, 2013, we sold one seniossngpcommunity for consideration of $1.6 milliand recognized no gain or loss from
sale of this asset.

MOB Operations

During the six months ended June 30, 2013, we amgjtine controlling interests in two MOBSs, which previously accounted for as an
equity method investment, for approximately $57illiom (see “Note 6—Investments in Unconsolidatedtiies”). Additionally, during the
six months ended June 30, 2013, we sold two MOBadgregate consideration of $1.8 million and redned a net gain on the sales of these
assets of $0.5 million .

2012 Activity
Triple-Net Leased Properties

During the six months ended June 30, 2012, we aadjseven seniors housing communities for appraeiin$98.1 million .
Additionally, during the six months ended June B 2, we sold 22 seniors housing communities (dioly ten properties pursuant to the
exercise of tenant purchase options) and one gkillesing facility for aggregate consideration 248.0 million , including fees of $4.8
million , and recognized a net gain on the saleéb@de assets of $83.8 million . We deposited anitajof the proceeds from the sale of 21
seniors housing communities in an Internal Revebode of 1986, as amended (the “Code”), Section Bd8hange escrow account with a
qualified intermediary, and we used approximatdl4s5 million of these proceeds for certain of semiors housing communities and MOB
acquisitions during 2012. As of December 31, 20t2proceeds remained in the Section 1031 exchaswyewe account related to these sales.

Senior Living Operations

During the six months ended June 30, 2012, we ed|li7 seniors housing communities for approxinya#800.0 million . In June
2012, we declined to exercise our renewal optiah waspect to the operating leases (in which we e lessee) for two seniors housing
communities we acquired as part of our 2011 acipisof the real estate assets of Atria SeniorigvGroup, Inc., which leases expired on
June 30, 2012.

MOB Operations

During the six months ended June 30, 2012, we eadji2 MOBs and other real estate assets, inclughngin assets owned through
joint ventures, for approximate$790 million , primarily through our acquisition Gbgdell Spencer Inc. in April 2012.
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Discontinued Operations

We present separately, as discontinued operatial$ periods presented, the results of operationall assets classified as held for <
as of June 30, 2013, and all assets disposediddlhaperating leases (under which we were theelelsnot renewed during the period from
January 1, 2012 through June 30, 2013 . Set fatiwbis a summary of our results of operationspimperties within discontinued operations
for the three and six months ended June 30, 20d2@b2 . As of June 30, 2013, we classified 1deriies as assets held for sale, included
within other assets on our Consolidated BalancetSh&or the six months ended June 30, 2013, veggnced impairments of $23.9 million ,
representing our estimated aggregate loss on hected sales of these assets. These chargesraegilyrirecorded as a component of
depreciation and amortization in the table below.

For the Three Months Ended June

30, For the Six Months Ended June 30,
2013 2012 2013 2012
(In thousands)

Revenues:
Rental income $ 2,11¢ $ 8,56¢ $ 4,431 $ 18,36(
Resident fees and services 141 2,65¢ 75¢ 5,26¢
Interest and other income — 3,00z — 4,82¢
2,251 14,22: 5,19( 28,45(

Expenses:
Interest 65C 3,49¢ 1,57 7,23
Depreciation and amortization 21,28¢ 14,40: 29,43¢ 18,84:
Property-level operating expenses 22C 2,63: 884 5,10¢
General, administrative and professional fees — 28¢ — 292
Gain on extinguishment of debt, net (159 — (159 —
Other 29 65C (495) 1,23(
22,03( 21,47 31,247 32,70¢
Loss before income taxes and gain on real estgpmsitions, net (29,777 (7,25)) (26,057 (4,259
Income tax (expense) benefit — (13 — 20
Gain on real estate dispositions, net 1,71¢ 38,55¢ 2,19¢ 78,79
Discontinued operations $ (18,059 $ 31,29 $ (23,869 $ 74,55:

NOTE 5—LOANS RECEIVABLE AND INVESTMENTS

As of June 30, 2013 and December 31, 2012 , wesbad.5 million and $697.1 million , respectively,net loans receivable and
investments relating to seniors housing and healéhoperators or properties.

In December 2012, we made a secured loan in theegaig principal amount of $375.0 million , bearnntgrest at a fixed rate of 8.0%
per annum and maturing in 2017, and in March 2043sold a pari passu portion of the loan receivabiethird party, at par. In July 2013,
we sold a senior secured portion of our interesfiénloan to an institutional holder, at par, f66$ million , which will accrue interest at a
fixed rate of 4.5% . Our remaining interest in than totals $183 million principal amount and baatsrest at a fixed rate of 9.4% .

Also in December 2012, we made a secured loareiagigregate principal amount of $50.0 million ,rbeginterest at a fixed rate of
12.0% per annum and maturing in 2017, and in May32@e sold a $25.0 million pari passu portiontef Iban receivable to a third party, at
par.

Under the terms of each loan agreement, we attsadministrative agent for the loan and will coud to receive the stated interest
rate on our remaining loan receivable balance. &lo gr loss was recognized from these transactions.

During the six months ended June 30, 2013 , wavedaggregate proceeds of $68.4 million in firgdayment of four secured loans
receivable and one unsecured loan receivable.
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In May 2013, we acquired an interest in a goverrtrsponsored pooled loan investment that matur@923 for $21.0 million . The
investment is a marketable debt security classd®dvailable-for-sale and included within secuoaths receivable and investments, net on
our Consolidated Balance Sheets. As of June 3® 20t investment had an amortized cost basi§andalue of $21.1 million .

NOTE 6—INVESTMENTS IN UNCONSOLIDATED ENTITIES

We report investments in unconsolidated entitiesr avhose operating and financial policies we héeeatbility to exercise significant
influence under the equity method of accounting.akéenot required to consolidate these entitieadss® our joint venture partners have
significant participating rights, nor are theseitees considered VIEs, as they are controlled hyitgdholders with sufficient capital. At
June 30, 2013 and December 31, 2012 , we owneedtse(ranging from 5% to 25% ) in 53 propertied 85 properties, respectively, that
were accounted for under the equity method of atibog, and we owned a 34% interest in Atria.

With the exception of our interest in Atria, wegeas the managing member of each unconsolidatég and provide various services
in exchange for fees and reimbursements. Total geanant fees earned in connection with these entitere $1.1 million and $1.9 million
for the three months ended June 30, 2013 and 2@kpectively, and $2.6 million and $3.7 milliorr fbe six months ended June 30, 2013

and 2012 , respectively.

In March 2013, we acquired the 95% controlling iegtés owned by our joint venture partner in two MJ8r aggregate consideration
of approximately $55.2 million . Prior to this adsjtion, our equity method investment in these j@@ntures was approximately $0.2
million . In connection with our acquisition of the conlirgl interests, we determined the fair value of praviously held equity interest at
acquisition date to be approximately $1.5 milliomddhus recognized a net gain of $1.3 million ,ehhis included in income from
unconsolidated entities in our Consolidated Statesef Income. Operations relating to these prageere now consolidated in our
Consolidated Statements of Income.

NOTE 7—INTANGIBLES

The following is a summary of our intangibles asdofie 30, 2013 and December 31, 2012 :

June 30, 2013 December 31, 2012
Remaining Remaining
Weighted Average Weighted Average
Amortization Amortization
Balance Period in Years Balance Period in Years

(Dollars in thousands)

Intangible assets:

Above market lease intangibles $ 214,81; 93 $ 215,36° 9.5
In-place and other lease intangibles 775,73¢ 24.0 766,33 23.3
Other intangibles 32,811 8.6 33,37¢ 8.6
Accumulated amortization (408,429 N/A (352,69 N/A
Goodwill 457,26t N/A 490,45 N/A
Net intangible assets $ 1,072,191 198 $ 1,152,84: 19.3
Intangible liabilities:

Below market lease intangibles $ 429,57: 151 $ 429,90° 15.3
Other lease intangibles 28,54 15.9 28,96¢ 15.8
Accumulated amortization (98,619 N/A (78,560) N/A
Purchase option intangibles 36,04¢ N/A 36,04¢ N/A
$ 395,55( 152 $ 416,36: 15.3

Net intangible liabilities

N/A—Not Applicable.

Above market lease intangibles and in-place andrd#ase intangibles are included in acquired l@gsagibles within real estate
investments on our Consolidated Balance Sheetgr@ttangibles (including non-compete agreementistaate names/trademarks) and
goodwill are included in other assets on our Cadatdd Balance Sheets. Below market lease intaggibther lease intangibles and purchase
option intangibles are included in accounts payablk other liabilities on our Consolidated BalaBbteets.
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NOTE 8—OTHER ASSETS

The following is a summary of our other assetsfakine 30, 2013 and December 31, 2012 :

Straight-line rent receivables, net
Unsecured loans receivable, net
Goodwill and other intangibles, net
Assets held for sale

Other

Total other assets

NOTE 9—SENIOR NOTES PAYABLE AND OTHER DEBT

The following is a summary of our senior notes [gand other debt as of June 30, 2013 and DeceBih@012 :

Unsecured revolving credit facility
6.25% Senior Notes due 2013
Unsecured term loan due 2015 (1)
3.125% Senior Notes due 2015
6% Senior Notes due 2015
Unsecured term loan due 2017 (1)
Unsecured term loan due 2018
2.00% Senior Notes due 2018
4.00% Senior Notes due 2019
2.700% Senior Notes due 2020
4.750% Senior Notes due 2021
4.25% Senior Notes due 2022
3.25% Senior Notes due 2022
6.90% Senior Notes due 2037
6.59% Senior Notes due 2038
5.45% Senior Notes due 2043
Mortgage loans and other (2)
Total
Capital lease obligations
Unamortized fair value adjustment
Unamortized discounts

Senior notes payable and other debt

June 30, December 31,
2013 2012
(In thousands)

$ 134,67" $ 120,32!
44,10¢ 62,11¢

479,35¢ 515,42¢

113,19¢ 111,55¢
118,07 112,25

$ 889,40 $ 921,68t

June 30, December 31,
2013 2012
(In thousands)
$ 259,61t $ 540,72’
— 269,85(
123,30t 130,33t
400,00( 400,00(
234,42 234,42
375,00( 375,00(
180,00( 180,00(
700,00( 700,00(
600,00( 600,00(
500,00( —
700,00( 700,00(
600,00( 600,00(
500,00( 500,00(
52,40( 52,40(
22,97 22,97
258,75( —
2,856,24. 2,880,60!
8,362,70! 8,186,31!
= 142,41
82,64¢ 111,62:
(25,289 (26,70
$ 8,420,07. $ 8,413,64!

(1) These amounts represent in aggregate thexdpmte $500.0 million of borrowings outstanding endur unsecured term loan
facility. Certain amounts included in the 2015 tlam are in the form of Canadian dollar borrowings.

(2) InJuly 2013, we repaid in full approximat&$26.2 millionof the mortgage loans outstanding as of June 318,
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As of June 30, 2013, our indebtedness had theviolg maturities:

Unsecured
Principal Amount Revolving Credit Scheduled Periodic
Due at Maturity Facility (1) Amortization Total Maturities(1)
(In thousands)

2013 (2) $ 184,86t $ — % 26,38 $ 211,24¢
2014 (3] 294,20t — 48,73t 342,94:
2015 1,053,86- 259,61¢ 39,67- 1,353,15.
2016 410,91° — 32,54 443,45t
2017 922,71! — 20,39 943,10¢
Thereafter (4) 4,910,13. — 158,67: 5,068,80:
Total maturities $ 7,776,700  $ 259,61¢ $ 326,390 $ 8,362,70!

(1) As of June 30, 2013, we had $62.4 milliorunfestricted cash and cash equivalents, for $18#l@n of net borrowings outstandi
under our unsecured revolving credit facility. Baings under our unsecured revolving credit faciitature on October 16, 2015,
but may be extended for an additional period of yeer at our option, subject to the satisfactionastain conditions.

(2) InJuly 2013, we repaid in full approximat&¥08.1 millionof the mortgage loans outstanding as of June 3IB.

(3) In July 2013, we repaid in full approximately $18nlllion of the mortgage loans outstanding as of June 38.

(4) Includes $52.4 million aggregate principal amiof our 6.90% senior notes due 2037 that isesitp repurchase, at the option of
the holders, on October 1 in each of the years 2072027, and $23.0 million aggregate principabamh of 6.59%senior notes du
2038 that was or is subject to repurchase, atphtieroof the holders, on July 7 in each of the g&013, 2018, 2023 and 2028. The
option to require us to repurchase the 6.59% serates due 2038 on July 7, 2013 was not exercigeth holder.

Unsecured Revolving Credit Facility and Term Loans

We have $2.0 billion of aggregate borrowing capagitder our unsecured revolving credit facility,isthmay be increased to up$a.c
billion at our option, subject to the satisfactmfrcertain conditions, and includes sublimits 9fp to $200 million for letters of credit, (b) up
to $200 million for swingline loans, (c) up to $2&f0llion for loans in certain alternative currersi@and (d) up to 50% of the facility for
certain negotiated rate loans. Borrowings undermmsecured revolving credit facility bear interasa fluctuating rate per annum (based on
the applicable LIBOR for Eurocurrency rate loand #re higher of (i) the federal funds rate plus09d, (ii) the administrative agent’s prime
rate and (iii) the applicable LIBOR plus 1.0% faske rate loans, plus, in each case, a spread based senior unsecured long-term debt
ratings). We also pay a facility fee ranging froBhtasis points to 45 basis points per annum (basexlr senior unsecured long-term debt
ratings) on the aggregate revolving commitmentsundr unsecured revolving credit facility. At JB® 2013 , the applicable spread was
110 basis points for Eurocurrency rate loans andaBils points for base rate loans and the fad¢digywas 17.5 basis points. Borrowings under
our unsecured revolving credit facility mature oct@er 16, 2015, but may be extended for an additiperiod of one year at our option,
subject to the satisfaction of certain conditions.

As of June 30, 2013, we had $259.6 million of baings outstanding, $14.9 million of letters ofditeoutstanding and $1.73 billion of
unused borrowing capacity available under our unggtrevolving credit facility.

Senior Notes

In February 2013, we repaid in full, at par, $268i8lion principal amount then outstanding of ou2®% senior notes due 2013 upon
maturity.

In March 2013, we issued and sold: $258.8 milliggragate principal amount of 5.45% senior notes243, at a public offering price
equal to par, for total proceeds of $258.8 millbmfore any underwriting discounts and expenses$a060.0 million aggregate principal
amount of 2.700% senior notes due 2020, at a pofficing price equal to 99.942% of par, for tqgabceeds of $499.7 million before any
underwriting discounts and expenses.

Capital Leases

As of December 31, 2012, we leased eight seniausihng communities pursuant to arrangements thas aecounted for as capital
leases. In January 2013, we acquired these fasilitir aggregate consideration of $145.0 millidrereby eliminating our capital lease
obligation.
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NOTE 10—FAIR VALUES OF FINANCIAL INSTRUMENTS

As of June 30, 2013 and December 31, 2012 , thgiogramounts and fair values of our financial instents were as follows:

June 30, 2013 December 31, 2012
Carrying Carrying
Amount Fair Value Amount Fair Value
(In thousands)
Assets:
Cash and cash equivalents $ 62,42: $ 62,42. $ 67,90¢ $ 67,90¢
Secured loans receivable, net 449,35! 449,80¢ 635,00: 636,71«
Unsecured loans receivable, net 44,10t 45,99 62,11¢ 65,14¢
Marketable debt securities 21,08¢ 21,08¢ 5,40( 5,40(
Liabilities:
Senior notes payable and other debt, gross 8,362,70! 8,446,63! 8,186,31! 8,600,45!
Derivative instruments and other liabilities 23,67t 23,67¢ 45,96¢ 45,96¢
Redeemable OP unitholder interests 123,07! 123,07! 114,93: 114,93

Fair value estimates are subjective in nature ased upon several important assumptions, incluestignates of future cash flows,
risks, discount rates and relevant comparable marf@mation associated with each financial instamt. The use of different market
assumptions and estimation methodologies may havaterial effect on the reported estimated faingamounts. Accordingly, the estimates
presented above are not necessarily indicativeeohimounts we would realize in a current markehamge.

NOTE 11—LITIGATION
Proceedings against Tenants, Operators and Managers

From time to time, Kindred, Brookdale Senior Livjigria, Sunrise and our other tenants, operatodsraanagers are parties to certain
legal actions, regulatory investigations and claamising in the conduct of their business and dpmra. Even though we generally are not
party to these proceedings, the unfavorable résolaf any such actions, investigations or claimsld, individually or in the aggregate,
materially adversely affect such tenants’, opegtor managers’ liquidity, financial condition agsults of operations and their ability to
satisfy their respective obligations to us, whichturn, could have a Material Adverse Effect on us

Proceedings I ndemnified and Defended by Third Parties

From time to time, we are party to certain legaiaars, regulatory investigations and claims for ethihird parties are contractually
obligated to indemnify, defend and hold us harml&ke tenants of our triple-net leased propertigs & some cases, their affiliates are
required by the terms of their leases and othexeagents with us to indemnify, defend and hold umtess against certain actions,
investigations and claims arising in the courstheir business and related to the operations ofriple-net leased properties. In addition,
third parties from whom we acquired certain of assets and, in some cases, their affiliates atgreshby the terms of the related convey:
documents to indemnify, defend and hold us harndgsainst certain actions, investigations and claeteted to the acquired assets and
arising prior to our ownership or related to exeldéssets and liabilities. In some cases, a poofitimee purchase price consideration is hel
escrow for a specified period of time as collatévalthese indemnification obligations. We are praly being defended by certain tenants
other obligated third parties in these types ofterat We cannot assure you that our tenants, affdiates or other obligated third parties will
continue to defend us in these matters, that aarits, their affiliates or other obligated thirdtjEs will have sufficient assets, income and
access to financing to enable them to satisfy thefiense and indemnification obligations to ushat einy purchase price consideration hel
escrow will be sufficient to satisfy claims for whiwe are entitled to indemnification. The unfaddearesolution of any such actions,
investigations or claims could, individually ortime aggregate, materially adversely affect ournesiar other obligated third parties’
liquidity, financial condition or results of opei@ts and their ability to satisfy their respectatdigations to us, which, in turn, could have a
Material Adverse Effect on us.
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Proceedings Arising in Connection with Senior Living and MOB Operations; Other Litigation

From time to time, we are party to various legaicms, regulatory investigations and claims (sorfeldch may not be insured and
some of which may allege large damage amountshgrils connection with our senior living and MOBesptions or otherwise in the course
of our business. In limited circumstances, the rganaf the applicable seniors housing communitl@B may be contractually obligated to
indemnify, defend and hold us harmless against aatibns, investigations and claims. It is the apirof management that, except as
otherwise set forth in this Note 11, the dispositid any such actions, investigations and clainas éine currently pending will not,
individually or in the aggregate, have a MateridvArse Effect on us. However, regardless of theiritis) these matters may force us to
expend significant financial resources to defendl i@solve. We are unable to predict the ultimatea@ue of these actions, investigations and
claims, and if management’s assessment of outitiahiith respect thereto is incorrect, such actipinvestigations and claims could have a
Material Adverse Effect on us.

NOTE 12—INCOME TAXES

We have elected to be taxed as a REIT under thecaple provisions of the Code for every year bagig with the year ended
December 31, 1999. We have also elected for ceofadnir subsidiaries to be treated as taxable Rial¥sidiaries (“TRS” or “TRS entities”),
which are subject to federal and state income takiégntities other than the TRS entities are ecfilvely referred to as “the REITithin this
Note 12.

Although the TRS entities have paid minimal castefal income taxes for the six months ended Jun2GBIB, their federal income te
liabilities may increase in future periods as whast net operating loss (“NOL”) carryforwards asdour senior living operations reportable
business segment grows. Such increases could hiécagt.

Our consolidated provision for income taxes forttiree months ended June 30, 2013 and 2012 wasefittef $12.1 million and $5.2
million , respectively. Our consolidated provisifmn income taxes for the six months ended Jun2@03 and 2012 was a benefit of $10.3
million and an expense of $6.2 million , respedtiv@he income tax benefit for the six months endede 30, 2013 is due primarily to the
release of valuation allowances against certaiardedl tax assets of one of our TRS entities. Dutiegperiod, we determined, based on
continued positive operating results, that moreljikhan not the deferred tax assets would bezatllin their entirety in future periods. The
income tax expense for the six months ended Jun2@@ was due primarily to a valuation allowaneeorded against certain deferred tax
assets of one of our other TRS entities, as weamétied that the corresponding assets did not nheetnore likely than not criteria regarding
utilization.

Realization of a deferred tax benefit related tolN@epends in part upon generating sufficient texadzome in future periods. Our
NOL carryforwards begin to expire in 2024 with respto our TRS entities and in 2016 for the RE

Each TRS is a tax paying component for purposetaskifying deferred tax assets and liabilitiest ti&ferred tax liabilities with respe
to our TRS entities totaled $247.7 million and $25million as of June 30, 2013 and December 31220&spectively, and related primarily
to differences between the financial reporting tmxdbases of fixed and intangible assets and toNOL

Generally, we are subject to audit under the staifitimitations by the Internal Revenue Servicetfe year ended December 31, 2009
and subsequent years and are subject to audiateytaixing authorities for the year ended DecerBheP008 and subsequent years. We are
also subject to audit by the Canada Revenue Agendyprovincial authorities generally for periodbseguent to 2007 related to entities
acquired or formed in connection with our 2007 asitjon of Sunrise Senior Living Real Estate Invesht Trust.

NOTE 13—STOCKHOLDERS’ EQUITY

In March 2013, we established an “at-the-marke&T(M") equity offering program through which we magll from time to time up to
an aggregate of $750 million of our common stodikoligh June 30, 2013 , we issued and sold a tbiall@8,700 shares of common stock
under the program for aggregate net proceeds ofi$8Rlion , $77.3 millionof which occurred in the second quarter of 201&rafales age
commissions of $1.3 million . As of June 30, 20Bpproximately $666.3 million of our common stoekvained available for sale under our
ATM equity offering program.
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Accumulated Other Comprehensive | ncome

The following is a summary of our accumulated otmnprehensive income as of June 30, 2013 and Desredi, 2012 :

June 30, 2013 December 31, 2012

(In thousands)
Foreign currency translation $ 18,62¢ $ 23,44
Unrealized gain on marketable debt securities — 807
Other 1,12¢ (8949)
Total accumulated other comprehensive income $ 19,75: $ 23,35¢

NOTE 14—EARNINGS PER COMMON SHARE
The following table shows the amounts used in camguur basic and diluted earnings per commoneshar

For the Three Months Ended June
30, For the Six Months Ended June 30,

2013 2012 2013 2012
(In thousands, except per share amounts)

Numerator for basic and diluted earnings per share:

Income from continuing operations attributable eoncnon
stockholders $ 132,63 $ 42,73. % 250,63 % 90,09¢

Discontinued operations (18,05%) 31,29 (23,86%) 74,55:
Net income attributable to common stockholders $ 114,58 $ 74,028 $ 226,77. $  164,65:
Denominator:
Denominator for basic earnings per share—weighted

average shares 292,63! 290,17( 292,04¢ 289,28:
Effect of dilutive securities:
Stock options 567 49¢ 627 50¢€
Restricted stock awards 14¢ 72 134 68
OP units 1,77¢ 1,851 1,77¢ 1,85¢
Denominator for diluted earnings per share—adjusted
weighted average shares 295,12 292,59; 294,58: 291,71:

Basic earnings per share:
Income from continuing operations attributable eoncnon

stockholders $ 0.4t $ 0.1t $ 0.8¢ $ 0.31
Discontinued operations (0.06) 0.11 (0.0¢) 0.2¢
Net income attributable to common stockholders $ 03¢ $ 0.2¢ $ 0.7¢ $ 0.57

Diluted earnings per share:
Income from continuing operations attributable eoncnon

stockholders $ 0.4t $ 014 $ 0.8t % 0.3C
Discontinued operations (0.06) 0.11 (0.0¢) 0.2¢
Net income attributable to common stockholders $ 03¢ $ 028 $ 0.77 $ 0.5¢€

NOTE 15—SEGMENT INFORMATION

As of June 30, 2013 , we operated through threertalple business segments: triple-net leased fiepesenior living operations and
MOB operations. Under our triple-net leased prapsrsegment, we acquire and own seniors housintpealthcare properties throughout the
United States and lease those properties to headtluperating companies under “triple-net” or “db®Bnet” leases that obligate the tenants
to pay all property-related expenses. Under ouiosdiming operations segment, we invest in senfozasing communities throughout the
United States and Canada and engage independent
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operators, such as Atria and Sunrise, to manage ttemmunities. Under our MOB operations segmeatprimarily acquire, own, develop,
lease and manage MOBs. Information provided fdrdtder” includes income from loans and investmemtd other miscellaneous income

and various corporate-level expenses not diretttipatable to our three reportable business se¢ggnéssets included in “all other” consist
primarily of corporate assets, including cash,rietstd cash, deferred financing costs, loans red#évand investments, and miscellaneous

accounts receivable.

We evaluate performance of the combined properrtiesich reportable business segment based on segroét) which we define as
NOI adjusted for income/loss from unconsolidatetities. We define NOI as total revenues, less @geand other income, prope-level
operating expenses and medical office buildingisesvcosts. Although we believe that net incomeledmed by GAAP, is the most
appropriate earnings measurement, we consider sggmadit a useful supplement to net income becausiéows investors, analysts and our
management to measure unlevered property-levehtipgiresults and to compare our operating refultise operating results of other real
estate companies and between periods on a condistgin. Segment profit should not be considerexhaaternative to net income
(determined in accordance with GAAP) as an indicaf@ur financial performance. In order to fagit# a clear understanding of our
historical consolidated operating results, segrpeafit should be examined in conjunction with metame as presented in our Consolidated
Financial Statements and other financial data tedlelsewhere in this Quarterly Report on Form 10-Q

Interest expense, depreciation and amortizatiomeigd, administrative and professional fees, inctameexpense, discontinued
operations and other non-property specific reveamelsexpenses are not allocated to individual tepte business segments for purposes of
assessing segment performance. There are no igeese sales or transfers.
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Summary information by reportable business segrseag follows:

For the three months ended June 30, 2013 :

Revenues:
Rental income
Resident fees and services

Medical office building and other services
revenue

Income from loans and investments
Interest and other income
Total revenues
Total revenues
Less:
Interest and other income
Property-level operating expenses
Medical office building services costs
Segment NOI
Income (loss) from unconsolidated entities
Segment profit
Interest and other income
Interest expense
Depreciation and amortization
General, administrative and professional fees
Gain on extinguishment of debt
Merger-related expenses and deal costs
Other
Income tax benefit
Discontinued operations

Net income

Triple-Net Senior
Leased Living MOB All
Properties Operations Operations Other Total
(In thousands)
21423¢ % — % 110,94t — $ 325,18
— 341,59 = — 341,59:
1,11¢ — 2,15¢ 262 3,537
— = = 14,73: 14,73:
— — — 797 797
215,35 $ 341,59: $ 113,10! 15,79: $ 685,84¢
215,35 $ 341,59: $ 113,10! 15,79: % 685,84¢
— — — 797 797
= 231,33 38,40: = 269,73
— — 1,667 — 1,667
215,35« 110,25 73,03% 14,99¢ 413,64
18< (547) 43 (197 (50€)
21553 $ 109,71¢ $ 73,08( 14,80¢ 413,13
797
(83,04¢)
(172,706
(27,32)
72C
(6,667)
(4,385
12,06«
(18,05%)
$ 114,53¢
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For the three months ended June 30, 2012 :

Triple-Net Senior
Leased Living MOB All
Properties Operations Operations Other Total
(In thousands)
Revenues:
Rental income $ 204,56. $ — % 89,11( — 3 293,67
Resident fees and services — 303,43° — — 303,43°
Medical office building and other services
revenue 1,11(C — 5,52¢ — 6,63¢
Income from loans and investments — — — 8,152 8,152
Interest and other income — — — 65 65
Total revenues $ 205,67: $ 303,43° $ 94,63¢ 8,217 $ 611,96:
Total revenues $ 205,67. $ 303,43° $ 94,63¢ 8,217 $ 611,96
Less:
Interest and other income — — — 65 65
Property-level operating expenses — 207,03: 29,62 — 236,65:
Medical office building services costs — — 3,83¢ — 3,83¢
Segment NOI 205,67: 96,40¢t 61,17¢ 8,152 371,40¢
Income from unconsolidated entities 454 — 60 — 514
Segment profit $ 206,12 $ 96,40¢ $ 61,23¢ 8,152 371,92:
Interest and other income 65
Interest expense (72,767
Depreciation and amortization (187,36
General, administrative and professional fees (26,427)
Loss on extinguishment of debt (9,989
Merger-related expenses and deal costs (36,66¢)
Other (1,510
Income tax benefit 5,17¢
Discontinued operations 31,29
Net income $ 73,73¢
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For the six months ended June 30, 2013 :

Revenues:
Rental income
Resident fees and services

Medical office building and other services
revenue

Income from loans and investments
Interest and other income
Total revenues
Total revenues
Less:
Interest and other income
Property-level operating expenses
Medical office building services costs
Segment NOI
Income (loss) from unconsolidated entities
Segment profit
Interest and other income
Interest expense
Depreciation and amortization
General, administrative and professional fees
Gain on extinguishment of debt
Merger-related expenses and deal costs
Other
Income tax benefit
Discontinued operations

Net income

Triple-Net Senior
Leased Living MOB All
Properties Operations Operations Other Total
(In thousands)
427,760 $ — 3 222,09. — 649,85.
— 680,76:¢ — — 680,76«
2,22¢ — 4,69¢ 263 7,18¢
— — — 30,83¢ 30,83¢
— — — 1,83¢ 1,83¢
429,98¢ $ 680,76 $ 226,78t 32,93: $ 1,370,47.
429,98t $ 680,76 $ 226,78t 32,93: $ 1,370,47.
— — — 1,83t 1,83t
— 462,24! 74,94 — 537,18
— — 3,30¢ — 3,30¢
429,98t 218,51¢ 148,54( 31,09¢ 828,14
37¢ (1,147 1,38t (19]) 42:
430,35¢ $ 217,37t $ 149,92! 30,90¢ 828,56
1,83¢
(162,45))
(351,49Y)
(56,10))
72C
(10,929
(8,977)
10,32(
(23,867)
$ 227,63
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For the six months ended June 30, 2012 :

Triple-Net Senior
Leased Living MOB All
Properties Operations Operations Other Total
(In thousands)
Revenues:
Rental income $ 407,79¢  $ — % 153,070 $ — 560,87:
Resident fees and services — 588,63( — — 588,63(
Medical office building and other services
revenue 2,21¢ — 10,02¢ — 12,24
Income from loans and investments — — — 16,18¢ 16,18¢
Interest and other income — — — 112 112
Total revenues $ 410,01 $ 588,63( $ 163,10: $ 16,30 $ 1,178,05
Total revenues $ 410,01 % 588,63( $ 163,10 $ 16,30C $ 1,178,05
Less:
Interest and other income — — — 11z 11z
Property-level operating expenses — 402,16! 50,32 — 452,48
Medical office building services costs — — 6,82 — 6,82
Segment NOI 410,01 186,46! 105,95: 16,18¢ 718,62:
Income from unconsolidated entities 72C — 111 — 831
Segment profit $ 410,73 $ 186,46¢ $ 106,06: $ 16,18¢ 719,45;
Interest and other income 112
Interest expense (140,679
Depreciation and amortization (347,56
General, administrative and professional fees (48,627
Loss on extinguishment of debt (39,53))
Merger-related expenses and deal costs (44,649
Other (3,08¢)
Income tax expense (6,159
Discontinued operations 74,55:
Net income $ 163,82t

Capital expenditures, including investments in esthte property and development project expergdifloy reportable business segn
are as follows:

For the Three Months Ended June
30, For the Six Months Ended June 30,

2013 2012 2013 2012
(In thousands)

Capital expenditures:

Triple-net leased $ 31,82 $ 9,017 $ 45,00 $ 13,88(
Senior living 224,92! 331,66! 245,08 348,83:
MOB 10,06: 601,30: 74,27: 621,06t

Total capital expenditures $ 266,800 $ 941,98: $ 364,36! $ 983,77
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The properties and mortgage loan and other invegte our portfolio are located in the United 8t&atnd Canada. Revenues are
attributed to an individual country based on theat@mn of each property.

Geographic information regarding our operatiorasigollows:

For the Three Months Ended June

30, For the Six Months Ended June 30,
2013 2012 2013 2012
(In thousands)
Revenues:

United States $ 662,39: $ 588,33! $ 1,323,641 $ 1,130,82
Canada 23,45: 23,62¢ 46,83: 47,23(
Total revenues $ 685,84t $ 611,96: $ 1,370,47. $ 1,178,05

As of June 30, As of December

2013 31, 2012

(In thousands)
Net real estate property:

United States $ 16,758,14 $ 16,711,50
Canada 377,69! 400,02
Total net real estate property $ 17,13584 $ 17,111,53

NOTE 16—CONDENSED CONSOLIDATING INFORMATION (Unaudi ted)

We have fully and unconditionally guaranteed thkgaltion to pay principal and interest with respicthe outstanding senior notes
issued by our 100% owned subsidiaries, Ventas Rdathited Partnership (“Ventas Realty”) and VenGepital Corporation (collectively,
the “Ventas Issuers”). Ventas Capital Corporat®a direct subsidiary of Ventas Realty that haass®ts or operations, but was formed in
2002 solely to facilitate offerings of senior notBl®ne of our other subsidiaries (excluding the tderissuers, the “Ventas Subsidiaries”) is
obligated with respect to the Ventas Issuers’ antding senior notes.

In connection with the NHP acquisition, our 100%ned subsidiary, Nationwide Health Properties, LERHP LLC"), as successor to
NHP, assumed the obligation to pay principal anerést with respect to the outstanding senior nisgeged by NHP. We, the Ventas Isst
and the Ventas Subsidiaries (other than NHP LLE)nart obligated with respect to any of NHP LLC’sstanding senior notes.

Contractual and legal restrictions, including thosatained in the instruments governing our subsies’ outstanding mortgage
indebtedness, may under certain circumstancesctestr ability to obtain cash from our subsidiarfer the purpose of meeting our debt
service obligations, including our guarantee ofghgment of principal and interest on the Ventasdss’ senior notes. Certain of our real
estate assets are also subject to mortgages.
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The following summarizes our condensed consolidatiformation as of June 30, 2013 and Decembe2@12 and for théhree and si
months ended June 30, 2013 and 2012 :

CONDENSED CONSOLIDATING BALANCE SHEET
As of June 30, 2013

Ventas Ventas Consolidated
Ventas, Inc. Issuers Subsidiaries Elimination Consolidated
(In thousands)

Assets
Net real estate investments $ 731 $ 392,14: $ 17,299,98 $ — $ 17,699,44
Cash and cash equivalents 9,78t — 52,63¢ — 62,42:
Escrow deposits and restricted cash 6,29( 1,561 86,64 — 94,49:
Deferred financing costs, net 75€ 41,57 8,492 — 50,82
Investment in and advances to affiliates 10,632,03 1,867,25. — (12,499,28) —
Other assets 37,46! 9,13( 842,81 — 889,40

Total assets $ 10,693,63 $ 2,311,65 $ 18,290,566 $ (12,499,28) $ 18,796,58
Liabilities and equity
Liabilities:
Senior notes payable and other debt  $ — 3 5,051,46! $ 3,368,60 $ — 3 8,420,07.
Intercompany loans 4,062,28! (4,678,05) 615,76" — —
Accrued interest — 34,83¢ 16,02« — 50,86(
Accounts payable and other liabilities 86,82: 11,19¢ 789,29¢ — 887,31«
Deferred income taxes 247,59 — — — 247,59

Total liabilities 4,396,70! 419,44t 4,789,609 — 9,605,83!
Redeemable OP unitholder and

noncontrolling interests — — 184,21 — 184,21
Total equity 6,296,93! 1,892,21. 13,316,66 (12,499,28) 9,006,52

Total liabilities and equity $ 10,693,63 $ 2,311,65! $ 18,290,56 $ (12,499,28) $ 18,796,58
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CONDENSED CONSOLIDATING BALANCE SHEET
As of December 31, 2012

Ventas Ventas Consolidated
Ventas, Inc. Issuers Subsidiaries Elimination Consolidated
(In thousands)

Assets
Net real estate investments $ 7,61 $ 412,36: $ 17,421,966 $ — $ 17,841,94
Cash and cash equivalents 16,73¢ — 51,174 — 67,90¢
Escrow deposits and restricted cash 7,56¢ 1,952 96,39¢ — 105,91:
Deferred financing costs, net 757 34,04% 7,747 — 42,55
Investment in and advances to affiliates 10,343,66. 1,867,25. — (12,210,91) —
Other assets 26,28: 4,04: 891,36( — 921,68!

Total assets $ 10,402,61 $ 2,319,65 $ 18,468,664 $ (12,210,91) $  18,980,00
Liabilities and equity
Liabilities:
Senior notes payable and other debt  $ — 3 4,570,291 $ 3,843,35( $ — 3 8,413,641
Intercompany loans 3,425,08: (4,126,39) 701,30¢ — —
Accrued interest — 24,04t 23,52( — 47,56t
Accounts payable and other liabilities 99,63: 7,77¢ 887,75( — 995, 15t¢
Deferred income taxes 259,71! — — — 259,71!

Total liabilities 3,784,42i 475,72! 5,455,92! — 9,716,08:
Redeemable OP unitholder and

noncontrolling interests — — 174,55! — 174,55!
Total equity 6,618,18! 1,843,93 12,838,15 (12,210,91) 9,089,36.

Total liabilities and equity $ 10,402,61 $ 2,319,65! $ 18,468,64 $ (12,210,91) $  18,980,00
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CONDENSED CONSOLIDATING STATEMENT OF INCOME
For the Three Months Ended June 30, 2013

Ventas Ventas Consolidated
Ventas, Inc. Issuers Subsidiaries Elimination Consolidated
(In thousands)

Revenues:
Rental income $ 61¢ 70,34 254,22: $ — % 325,18!
Resident fees and services — — 341,59 — 341,59
Medical office building and other services

revenue — — 3,537 — 3,537
Income from loans and investments 1,15¢ 492 13,08: — 14,73
Equity earnings in affiliates 105,13! — 228 (105,359 —
Interest and other income 25¢ 5 53¢ — 797

Total revenues 107,17. 70,84( 613,19: (105,359 685,84¢
Expenses:
Interest (474 35,95¢ 47,56 — 83,04¢
Depreciation and amortization 1,21z 7,732 163,75¢ — 172,70t
Property-level operating expenses — 14C 269,59¢ — 269,73t
Medical office building services costs — — 1,667 — 1,667
General, administrative and professional
fees 1,15¢ 5,16¢ 21,00% — 27,32%
Gain on extinguishment of debt — — (720) — (720
Merger-related expenses and deal costs 4,221 — 2,44( — 6,667
Other 254 — 4,131 — 4,38t

Total expenses 6,37¢ 48,99] 509,44 — 564,81¢
Income from continuing operations befol

income/loss from unconsolidated

entities, income taxes and noncontroll

interest 100,79’ 21,84: 103,74¢ (105,359 121,03(
Income (loss) from unconsolidated entities — 217 (729 — (50€)
Income tax benefit 12,06/ — — — 12,06¢
Income from continuing operations 112,86: 22,06( 103,02! (105,359 132,58t
Discontinued operations 1,71¢ 20¢ (29,987 — (18,05%)
Net income 114,58( 22,26¢ 83,04 (105,359 114,53:

Net loss attributable to noncontrolling

interest — — 47 — (47)
Net income attributable to common

stockholders 114,58( 22,26¢ 83,08¢ $ (105,359 $ 114,58(
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CONDENSED CONSOLIDATING STATEMENT OF INCOME
For the Three Months Ended June 30, 2012

Ventas Ventas Consolidated
Ventas, Inc. Issuers Subsidiaries Elimination Consolidated
(In thousands)

Revenues:
Rental income $ 634 68,93¢ 224,09¢ $ — % 293,67:
Resident fees and services — — 303,43 — 303,43
Medical office building and other services

revenue — — 6,63¢ — 6,63¢
Income from loans and investments 951 56C 6,641 — 8,152
Equity earnings in affiliates 51,60: — 17z (51,779 —
Interest and other income 56 5 4 — 65

Total revenues 53,24: 69,50« 540,99: (51,779 611,96:
Expenses:
Interest (1,519 23,82( 50,46( — 72,76%
Depreciation and amortization 81C 13,13¢ 173,41¢ — 187,36
Property-level operating expenses — 11¢€ 236,53: — 236,65:
Medical office building services costs — — 3,83¢ — 3,83¢
General, administrative and professional
fees 2,907 7,114 16,40 — 26,42;
Loss on extinguishment of debt — 9,98¢ — — 9,98¢
Merger-related expenses and deal costs 28,68¢ — 7,97¢ — 36,66¢
Other (36) — 1,54¢ — 1,51(

Total expenses 30,85 54,17¢ 490,17¢ — 575,21!
Income from continuing operations befol

income from unconsolidated entities,

income taxes and noncontrolling intere 22,38t 15,32¢ 50,81: (51,779 36,74¢
Income from unconsolidated entities — 514 — — 514
Income tax benefit 5,17¢ — — — 5,17¢
Income from continuing operations 27,56¢ 15,83¢ 50,81: (51,779 42,44;
Discontinued operations 46,46( 1,31¢ (16,487 — 31,29
Net income 74,02¢ 17,15¢ 34,33 (51,774 73,73t
Net loss attributable to noncontrolling

interest — — (289 — (289
Net income attributable to common

stockholders 74,02¢ 17,15¢ 34,62( $ (51,779 $ 74,02¢
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CONDENSED CONSOLIDATING STATEMENT OF INCOME
For the Six Months Ended June 30, 2013

Ventas Ventas Consolidated
Ventas, Inc. Issuers Subsidiaries Elimination Consolidated
(In thousands)

Revenues:
Rental income $ 1,25¢ % 140,070 $ 508,51¢ $ — % 649,85
Resident fees and services — — 680, 76¢ — 680, 76¢
Medical office building and other services

revenue — — 7,18¢ — 7,18¢
Income from loans and investments 1,26z 787 28,781 — 30,83¢
Equity earnings in affiliates 221,20: — 473 (221,676 —
Interest and other income 297 11 1,527 — 1,83t

Total revenues 224,02: 140,87: 1,227,25. (221,676 1,370,47.
Expenses:
Interest (947 68,48¢ 94,90¢ — 162,45:
Depreciation and amortization 2,292 15,161 334,03t — 351,49!
Property-level operating expenses — 242 536,94! — 537,18
Medical office building services costs — — 3,30¢ — 3,30¢
General, administrative and professional

fees 1,14z 10,78¢ 44,17 — 56,10:
Gain on extinguishment of debt — — (720) — (720
Merger-related expenses and deal costs 6,97¢ — 3,95: — 10,92¢
Other 29¢ 21 8,65¢ — 8,97:

Total expenses 9,76 94,70 1,025,25! — 1,129,72.

Income from continuing operations befol
income/loss from unconsolidated
entities, income taxes and noncontroll

interest 214,25t 46,17: 201,99¢ (221,67¢) 240,75(

Income (loss) from unconsolidated

entities — 50t (82 — 428
Income tax benefit 10,32( — — — 10,32(
Income from continuing operations 224,57t 46,677 201,91« (221,676 251,49:
Discontinued operations 2,19¢ 604 (26,667) — (23,867)
Net income 226,77 47,28: 175,25: (221,67¢) 227,63:

Net income attributable to noncontrolli

interest — — 85¢ — 85¢
Net income attributable to common

stockholders $ 226,77. $ 47,28. $ 174,39 $ (221,679 $ 226,77
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CONDENSED CONSOLIDATING STATEMENT OF INCOME

For the Six Months Ended June 30, 2012

Ventas Ventas Consolidated
Ventas, Inc. Issuers Subsidiaries Elimination Consolidated
(In thousands)

Revenues:
Rental income $ 1,25¢ 136,37: 423,24. % — % 560,87:
Resident fees and services — — 588,63l — 588,63l
Medical office building and other services

revenue — — 12,24, — 12,24,
Income from loans and investments 1,89( 1,02¢ 13,26¢ — 16,18¢
Equity earnings in affiliates 112,77¢ — 21¢ (112,99) —
Interest and other income 85 10 17 — 112

Total revenues 116,01: 137,412 1,037,62. (112,99) 1,178,05!
Expenses:
Interest (2,23¢6) 44,93¢ 97,97¢ — 140,67¢
Depreciation and amortization 1,51¢ 20,76¢ 325,27t — 347,56:
Property-level operating expenses — 241 452,24 — 452,48
Medical office building services costs — — 6,827 — 6,821
General, administrative and professional

fees 3,81( 14,11: 30,69¢ — 48,62
Loss (gain) on extinguishment of debt — 39,72( (187) — 39,53:
Merger-related expenses and deal costs 30,05: — 14,59¢ — 44,64¢
Other 1 — 3,08t — 3,08¢

Total expenses 33,14¢ 119,78: 930,51¢ — 1,083,441
Income from continuing operations befol

income from unconsolidated entities,

income taxes and noncontrolling intere 82,86¢ 17,63: 107,10« (112,99) 94,60:
Income from unconsolidated entities — 831 — — 831
Income tax expense (6,159) — — — (6,159
Income from continuing operations 76,70¢ 18,46: 107,10« (112,99) 89,27¢
Discontinued operations 87,94 3,42¢ (16,819 — 74,55
Net income 164,65: 21,88¢ 90,28¢ (112,99) 163,82¢
Net loss attributable to noncontrolling

interest — — (829 — (823
Net income attributable to common

stockholders 164,65: 21,88¢ 91,10¢ $ (112,99) $ 164,65:
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CONDENSED CONSOLIDATING STATEMENT OF COMPREHENSIVE INCOME
For the Three Months Ended June 30, 2013

Ventas Ventas Consolidated
Ventas, Inc. Issuers Subsidiaries Elimination Consolidated
(In thousands)
Net income $ 114,58( $ 22,26¢ $ 83,04: $ (105,359 $ 114,53
Other comprehensive loss:
Foreign currency translation — — (2,729 — (2,722
Change in unrealized gain on marketable
debt securities (86¢) — — — (86¢)
Other — — 1,514 — 1,51¢
Total other comprehensive loss (86€) — (1,20¢) — (2,07¢)
Comprehensive income 113,71. 22,26¢ 81,83 (105,359 112,45
Comprehensive loss attributable to
noncontrolling interest — — 47 — 47
Comprehensive income attributable to
common stockholders $ 113,71: $ 22,26¢ $ 81,88 $ (105,359 $ 112,50:
CONDENSED CONSOLIDATING STATEMENT OF COMPREHENSIVE INCOME
For the Three Months Ended June 30, 2012
Ventas Ventas Consolidated
Ventas, Inc. Issuers Subsidiaries Elimination Consolidated
(In thousands)
Net income $ 74,028 % 17,15¢ $ 34,33 $ (51,779 $ 73,73¢
Other comprehensive loss:
Foreign currency translation — — (1,607 — (1,607
Change in unrealized gain on marketable
debt securities (403 — — — (4093
Other — — (512 — (512
Total other comprehensive loss (403%) — (2,119 — (2,527)
Comprehensive income 73,62: 17,15« 32,21 (51,779 71,21«
Comprehensive loss attributable to
noncontrolling interest — — (289) — (289)
Comprehensive income attributable to
common stockholders 73,62: $ :1.7,15Z $ 32,50: $ (51,77‘) $ 71,50:
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CONDENSED CONSOLIDATING STATEMENT OF COMPREHENSIVE INCOME
For the Six Months Ended June 30, 2013

Ventas Ventas Consolidated
Ventas, Inc. Issuers Subsidiaries Elimination Consolidated
(In thousands)

Net income $ 226,77 $ 47,28. $ 175,25 $ (221,670 $ 227,63:
Other comprehensive loss:

Foreign currency translation — — (4,819 — (4,819

Change in unrealized gain on marketable

debt securities (807) — — — (807)

Other — — 2,01¢ — 2,01¢
Total other comprehensive loss (807) — (2,795 — (3,602)
Comprehensive income 225,96t 47,28: 172,45t (221,676 224,02¢

Comprehensive income attributable to

noncontrolling interest — — 85¢€ — 85¢
Comprehensive income attributable to

common stockholders $ 225,96t $ 47,28. $ 171,60 $ (221,670 $ 223,17:

CONDENSED CONSOLIDATING STATEMENT OF COMPREHENSIVE INCOME
For the Six Months Ended June 30, 2012
Ventas Ventas Consolidated
Ventas, Inc. Issuers Subsidiaries Elimination Consolidated
(In thousands)

Net income $ 164,65. $ 21,88¢ $ 90,28t $ (112,99) $ 163,82¢
Other comprehensive (loss) income:

Foreign currency translation — — 34z — 34z

Change in unrealized gain on marketable

debt securities (717) — — — (717)

Other — — (289) — (289
Total other comprehensive (loss) income (717) — 53 — (65€)
Comprehensive income 163,94( 21,88¢ 90,33¢ (112,99) 163,17(
Comprehensive loss attributable to

noncontrolling interest — — (82%) — (82%)
Comprehensive income attributable to

common stockholders $ 163,94( $ 21,88¢ $ 91,16: $ (112,99) $ 163,99:
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CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS
For the Six Months Ended June 30, 2013

Net cash (used in) provided by operating
activities $
Net cash (used in) provided by investing
activities

Cash flows from financing activities:

Net change in borrowings under
revolving credit facility

Proceeds from debt

Repayment of debt

Net change in intercompany debt
Payment of deferred financing costs
Issuance of common stock, net
Cash distribution (to) from affiliates

Cash distribution to common
stockholders

Cash distribution to redeemable OP
unitholders

Purchases of redeemable OP units

Contributions from noncontrolling
interest

Distributions to noncontrolling interest
Other

Net cash provided by (used in) financing
activities

Net (decrease) increase in cash and cash
equivalents

Effect of foreign currency translation on
cash and cash equivalents

Cash and cash equivalents at beginning of
period

Cash and cash equivalents at end of pe|$

Ventas Ventas Consolidated
Ventas, Inc. Issuers Subsidiaries Elimination Consolidated
(In thousands)
(23,94) $ 77,98 $ 453,64: $ — 3 507,68t
(266,379 (1,779 124,56 — (143,59()
— (279,000 (1,926) — (280,92
— 758,46( 159,99! — 918,45!
(11,420 — (674,099 — (685,519
637,20 (551,66() (85,54 — —
— (11,32) (1,670 — (12,99
82,38¢ — — — 82,38¢
(36,859 7,401 29,45 — —
(392,23 — — — (392,23
(2,319 — — — (2,319
(20€) — — — (20€)
— — 2,09/ — 2,09«
_ — (5,045) — (5,045
6,80¢ — — — 6,80¢
283,37: (76,126) (576,74) — (369,49()
(6,949 89 1,462 — (5,399
— (89 — — (89)
16,73¢ — 51,17« — 67,90¢
9,78 $ — 3 52,63¢ $ — 3 62,42
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CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS
For the Six Months Ended June 30, 2012

Net cash (used in) provided by operating
activities
Net cash used in investing activities
Cash flows from financing activities:

Net change in borrowings under
revolving credit facility

Proceeds from debt

Repayment of debt

Net change in intercompany debt
Payment of deferred financing costs
Cash distribution (to) from affiliates
Issuance of common stock, net

Cash distribution to common
stockholders

Cash distribution to redeemable OP
unitholders

Purchases of redeemable OP units
Distributions to noncontrolling interest
Other

Net cash provided by (used in) financing
activities

Net increase (decrease) in cash and c
equivalents

Effect of foreign currency translation on
cash and cash equivalents

Cash and cash equivalents at beginning
period

Cash and cash equivalents at end of per%d

Ventas Ventas
Ventas, Inc. Issuers Subsidiaries Consolidated
(In thousands)
(29,090 103,80: $ 376,09¢ $ $ 460,80t
(906,69:) (17) (68,340 (975,05))
— (84,500 (4,159 (88,65¢)
— 1,184,56:! 84,74 1,269,31!
— (521,52) (124,199 (645,72:)
935,98: (588,599 (347,38)) —
— (2,600 (380) (2,980
(1,989 (91,145 93,12¢ —
342,46¢ — — 342,46¢
(361,95) — — (361,95)
(2,247 — — (2,247
(612 — — (611
— — (2,907 (2,907
14,50¢ — — 14,50¢
926,16t (103,80%) (301,14 521,22:
382 (19) 6,61¢ 6,97¢
— 18 — 18
2,33t — 43,47: 45,807
2,717 — 3 50,08¢ $ $ 52,80:
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Cautionary Statements

Unless otherwise indicated or except where thescamttherwise requires, the terms “we,” “us” andir'oand other similar terms in this

Quarterly Report on Form 10-Q refer to Ventas, &rd its consolidated subsidiaries.
Forward-Looking Statements

This Quarterly Report on Form 10-Q includes forwhroking statements within the meaning of Secti@A ®f the Securities Act of
1933, as amended (the “Securities Act”), and Se@ItE of the Securities Exchange Act of 1934, asratad (the “Exchange Act”). All
statements regarding our or our tenants’, operatmosrowers’ or managers’ expected future finahc@ndition, results of operations, cash
flows, funds from operations, dividends and dividgrtans, financing opportunities and plans, capitatkets transactions, business strategy,
budgets, projected costs, operating metrics, dapif@enditures, competitive positions, acquisitiangestment opportunities, dispositions,
merger integration, growth opportunities, exped¢ade income, continued qualification as a reateshvestment trust (“REIT”), plans and
objectives of management for future operations,statéments that include words such as “anticip&te, “believe,” “plan,” “estimate,”
“expect,” “intend,” “may,” “could,” “should,” “will,” and other similar expressions are forward-logkstatements. These forward-looking
statements are inherently uncertain, and actualtsemay differ from our expectations. We do notle@rake a duty to update these forward-
looking statements, which speak only as of the datehich they are made.

Our actual future results and trends may differamally from expectations depending on a varietyastors discussed in our filings
with the Securities and Exchange Commission (tHeC'S. These factors include without limitation:

* The ability and willingness of our tenants, aiers, borrowers, managers and other third pauisatisfy their obligations under
their respective contractual arrangements withnesiding, in some cases, their obligations to md#y, defend and hold us
harmless from and against various claims, litigagod liabilities;

e The ability of our tenants, operators, borronaard managers to maintain the financial strengthligmiidity necessary to satisfy their
respective obligations and liabilities to third fies, including without limitation obligations undeaeir existing credit facilities and
other indebtedness;

» Our success in implementing our business styadad our ability to identify, underwrite, finanamnsummate and integrate
diversifying acquisitions and investments, inclginvestments in different asset types and outsidéJnited States;

* Macroeconomic conditions such as a disruptioardéck of access to the capital markets, chamgtse debt rating on U.S.
government securities, default or delay in paynignthe United States of its obligations, and charigehe federal budget resulting
in the reduction or nonpayment of Medicare or Maitlaeimbursement rates;

e The nature and extent of future competit

* The extent of future or pending healthcare mafand regulation, including cost containment measand changes in reimbursement
policies, procedures and rates;

» Increases in our borrowing costs as a result ofigbsin interest rates and other fac

»  The ability of our operators and managers, liggble, to comply with laws, rules and regulatian the operation of our properties,
to deliver high-quality services, to attract anthire qualified personnel and to attract residents @atients;

e Changes in general economic conditions or ecémoonditions in the markets in which we may, fraime to time, compete, and the
effect of those changes on our revenues, earnmjfuading sources;

e Our ability to pay down, refinance, restructureegtend our indebtedness as it becomes
»  Our ability and willingness to maintain our qualdtion as a REIT in light of economic, market, letgx and other consideratio
» Final determination of our taxable net income f@ year ended December 31, 2012 and for the yelamgeBecember 31, 201
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* The ability and willingness of our tenants toee their leases with us upon expiration of theésaour ability to reposition our
properties on the same or better terms in the evfembnrenewal or in the event we exercise ourtriglieplace an existing tenant,
and obligations, including indemnification obligats, we may incur in connection with the replacenoémn existing tenant;

» Risks associated with our senior living opemgfiortfolio, such as factors that can cause vdhatil our operating income and
earnings generated by those properties, includitigpwt limitation national and regional economiaddions, costs of food,
materials, energy, labor and services, employeefli@wsts, insurance costs and professional andrgéliability claims, and the
timely delivery of accurate property-level finarlgi@esults for those properties;

* Changes in U.S. and Canadian currency exchangg

» Year-over-year changes in the Consumer PricediftCPI") and the effect of those changes on #re escalators contained in our
leases, including the rent escalators for two afroaster lease agreements with Kindred Healthéace (together with its
subsidiaries, “Kindred”), and our earnings;

» Our ability and the ability of our tenants, ogrs, borrowers and managers to obtain and maiatlquate property, liability and
other insurance from reputable, financially stgieviders;

» The impact of increased operating costs andsuméd professional liability claims on our liquidifinancial condition and results of
operations or that of our tenants, operators, @re and managers and our ability and the abifityuo tenants, operators, borrow
and managers to accurately estimate the magnituth@se claims;

» Risks associated with our medical office buitd{tMOB") portfolio and operations, including oubiity to successfully design,
develop and manage MOBS, to accurately estimateasts in fixed fee-for-service projects and tairekey personnel;

» The ability of the hospitals on or near whose casegwour MOBs are located and their affiliated tegyistems to remain competiti
and financially viable and to attract physiciand ahysician groups;

e Our ability to build, maintain and expand our riglaships with existing and prospective hospital hedlth system clien

» Risks associated with our investments in jogrtures and unconsolidated entities, includinglack of sole decision-making
authority and our reliance on our joint venturetpars’ financial condition;

» The impact of market or issuer events on the ligyior value of our investments in marketable sii@s;

* Merger and acquisition activity in the healtheand seniors housing industries resulting in ageaf control of, or a competitor’'s
investment in, one or more of our tenants, opesatmrrrowers or managers or significant changéisarsenior management of our
tenants, operators, borrowers or managers; and

* The impact of litigation or any financial, aceding, legal or regulatory issues that may affecouour tenants, operators, borrowers
or managers.

Many of these factors are beyond our control aedctintrol of our management.
Brookdale Senior Living, Kindred, Atria and Sunrise Information

Each of Brookdale Senior Living Inc. (together wiihsubsidiaries, “Brookdale Senior Living”) andhred is subject to the reporting
requirements of the SEC and is required to fildwhie SEC annual reports containing audited fireneformation and quarterly reports
containing unaudited financial information. Thearrhation related to Brookdale Senior Living and ¢iied contained or referred to in this
Quarterly Report on Form 10-Q has been derived f8&@ filings made by Brookdale Senior Living or Hied, as the case may be, or other
publicly available information or was provided t® loy Brookdale Senior Living or Kindred, and we &awot verified this information throug
an independent investigation or otherwise. We hmveeason to believe that this information is inaate in any material respect, but we
cannot provide any assurance of its accuracy. Wemviding this data for informational purpose$ypand you are encouraged to obtain
Brookdale Senior Living’s and Kindred's publiclyailable filings, which can be found on the SEC’dgite at www.sec.gov.

Neither Atria Senior Living, Inc. (“Atria”) nor Suise Senior Living, LLC (together with its subsidés, “Sunrise”) is currently subject
to the reporting requirements of the SEC. The imfation related to Atria and Sunrise contained farred to in this Quarterly Report on
Form 10-Q has been derived from publicly availabfermation or was provided to us by Atria or
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Sunrise, as the case may be, and we have noteeetiifis information through an independent invesiign or otherwise. We have no reaso
believe that this information is inaccurate in angterial respect, but we cannot provide any asserahits accuracy.

Company Overview

We are a REIT with a highly diversified portfolié geniors housing and healthcare properties lodghtedighout the United States and
Canada. As of June 30, 2013, we owned more thR0 Jyroperties, including seniors housing commesijtskilled nursing and other
facilities, MOBs, and hospitals, in 46 states, Ehigtrict of Columbia and two Canadian provinces] ave had four new projects under
development. We are an S&P 500 company and cuyrbatidquartered in Chicago, lllinois.

We primarily acquire and own seniors housing araltheare properties and lease them to unaffiliséednts or operate them through
independent third-party managers. As of June 303 2@ve leased a total of 889 properties (excludt@Bs and properties classified as held
for sale) to healthcare operating companies untipié-net” or “absolute-net” leases that obligtte tenants to pay all property-related
expenses, including maintenance, utilities, rep#dpses, insurance and capital expenditures, anengaged independent operators, such as
Atria and Sunrise, to manage a total of 229 ofsmmiors housing communities pursuant to long-teanagement agreements.

Through our Lillibridge Healthcare Services, Irttilfibridge”) subsidiary and our ownership interest in PMB Resthte Services LL!
(“PMBRES"), we also provide MOB management, leasmgrketing, facility development and advisory $&s to highly rated hospitals and
health systems throughout the United States. litiaddfrom time to time, we make secured and unsegt loans and other investments
relating to seniors housing and healthcare opesatoproperties.

Our principal objective is to enhance shareholddue by delivering superior, reliable returns. Thiave this objective, we pursue a
business strategy of: (1) generating consisteligbte and growing cash flows; (2) maintaining dalbaed, well-diversified portfolio of high-
quality assets; and (3) preserving our financiargith, flexibility and liquidity.

Our ability to access capital in a timely and cef&ctive manner is critical to the success oflmusiness strategy because it affects our
ability to satisfy existing obligations, includirtige repayment of maturing indebtedness, and to ralee investments. Our access to and
cost of external capital are dependent on variao®fs, including general market conditions, irgerates, credit ratings on our securities,
expectations of our potential future earnings aashdistributions, and the trading price of our oawn stock. Generally, we attempt to match
the long-term duration of our investments in sentwusing and healthcare properties with long-fiamancing through the issuance of shares
of our common stock or the incurrence of long-téixad rate debt. At June 30, 2013 , approximatéy8% of our total consolidated debt was
variable rate debt.

Operating Highlights and Key Performance Trends

2013 Highlights to Date

* We paid the first and second installments of 203 dividend in equal quarterly payments of $qé7share, which represents an
8% increase over the prior year.

* Weissued and sold $500.0 million aggregatecipad amount of 2.700% senior notes due 2020 aB@.82million aggregate
principal amount of 5.45% senior notes due 2043.

*  We established an “at-the-market” equity offgrprogram through which we may sell up to an agapeegf $750.0 million of our
common stock, and we issued and sold a total @817D0 shares for aggregate net proceeds of $8fidnunder the program.

* We sold assets, including loans, and received fe@dhyment on loans receivable for aggregate pdsce$316.3 millior

* We invested approximately $588 million, inclugli$i70 million of assumed debt, in 16 seniors haysmmmunities (eight of which
we were previously the tenant under a capital leaisd ten MOBs (two of which we previously accodnfer as equity method
investments).

* We acquired an interest in a governmgmnsored pooled loan investment for $21.0 mil
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Concentration Risk

We use concentration ratios to understand and ateathe potential risks of economic downturns beoadverse events affecting our
asset types, geographic locations, business matelsenants, operators and managers. We evaluat®ocentration risk in terms of
investment mix and operations mix. Investment measures the percentage of our investments thahiseatrated in a specific asset type or
that is operated or managed by a particular telgeatator or manager. Operations mix measuresdtgeptage of our operating results that is
attributed to a particular tenant, operator or nganageographic location or business model. THewviahg tables reflect our concentration r
as of the dates and for the periods presented:

As of June 30, 2013 As of December 31, 2012
Investment mix by asset type (1):
Seniors housing communities 62.(% 61.2%
MOBs 18.7 18.€
Skilled nursing and other facilities 14.¢ 14.¢
Hospitals 2.4 2.3
Secured loans receivable and investments, net 2.3 3.1
Investment mix by tenant, operator and manager (1):
Atria 19.(% 17.8%
Sunrise 14.€ 14.¢
Brookdale Senior Living 10.z 10.4
Kindred 3.t 4.4
All other 52.€ 52.€

(1) Ratios are based on the gross book valueabfstate investments (excluding assets classfigtkeld for sale) as of each reporting
date.
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For the Three Months Ended June

30, For the Six Months Ended June 30,
2013 2012 2013 2012

Operations mix by tenant and operator and busimestel:
Revenues (1):

Senior living operations (2) 50.2% 49.6% 50.1% 50.(%

Kindred 8.2 10.t 8.8 10.¢

Brookdale Senior Living 5.7 6.4 5.7 6.7

All others 35.¢ 33.t 35.¢ 32.t
Adjusted EBITDA (3):

Senior living operations (2) 27.5% 25.8% 27.2% 25.1%

Kindred 13t 16.2 14.: 16.€

Brookdale Senior Living 9.€ 10.¢ 9.€ 11t

All others 49.£ 47.1 48.¢ 46.2
NOI (4):

Senior living operations (2) 26.7% 26.(% 26.2% 25.%%

Kindred 13.€ 17.2 14.t 17.7

Brookdale Senior Living 9.5 10.€ 9.5 11.C

All others 50.2 46.1 49.€ 45.2
Operations mix by geographic location (5):
California 14.1% 14.(% 14.(% 14.2%
New York 10.1 10.C 10.1 10.2
Texas 6.€ 6.C 6.€ 6.1
lllinois 4.€ 5.C 4.7 5.2
Massachusetts 4.1 4.€ 4.2 4.8
All others 60.5 60.4 60.4 59.4

(1) Total revenues include medical office buildamd other services revenue, revenue from loansnaedtments and interest and other
income (excluding amounts in discontinued operalion

(2) Reflects the actual period of ownership, which rhayess than a full period for certain proper

(3) “Adjusted EBITDA” is defined as earnings befanterest, taxes, depreciation and amortizatioclfding non-cash stock-based
compensation expense), excluding net loss on exshgient of debt, merger-related expenses andcdstd, net gains on real estate
activity and changes in the fair value of finanamstruments (including amounts in discontinuedrafiens).

(4) “NOI” represents net operating income, whishiéfined as total revenues, less interest and otbeme, property-level operating
expenses and medical office building services d@stsluding amounts in discontinued operations).

(5) Ratios are based on total revenues for each pprémknted (excluding amounts in discontinued ojoersit
See “Non-GAAP Financial Measures” included elsewthierthis Quarterly Report on Form 10-Q for additibdisclosure and
reconciliations of Adjusted EBITDA and NOI to ougtrincome as computed in accordance with GAAP.

Triple-Net Lease Expirations

As our triple-net leases expire, we face the tiglt bur tenants may elect not to renew those lessdsin the event of non-renewal, we
may be unable to reposition the applicable propgidn a timely basis or on the same or better esmnterms, if at all. During the three and
six months ended June 30, 2013, we had no triptdease renewals or expirations without renehat had a material impact on our finan
condition or results of operations for those pesiatfe successfully
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renewed, sold or transitioned to new operator8&healthcare assets whose leases with Kindredegkgduring the second quarter of 2013 on
or before July 1, 2013.

Recent Developments Regarding Government Regulation
Medicare Reimbursement: Long-Term Acute Care Hospitals

On May 10, 2013, the Centers for Medicare & Medicaervices (“CMS”) published its proposed rule updathe prospective payment
system for long-term acute care hospitals (LTAC PB6the 2014 fiscal year (October 1, 2013 throGgiptember 30, 2014). Under the
proposed rule, the LTAC PPS standard federal payra¢éewould increase by 1.8% in fiscal year 2G#&flecting a 2.5% increase in the
market basket index, less both a 0.4% productadijpstment and a 0.3% adjustment mandated by tienPRrotection and Affordable Care
Act and its reconciliation measure, the Health Garg Education Reconciliation Act of 2010 (colleety, the “Affordable Care Act”). After
taking into account the second year of the thres-phase in of the permanent one-time budget rgytaajustment, the LTAC PPS standard
federal payment rate in fiscal year 2014 wouldeéase under the proposed rule by 0.55% over thdaatie last nine months of fiscal year
2013. In addition, under the proposed rule, foglkberm acute care hospitals that do not submitityuaporting data with respect to a fiscal
year, any annual update to the LTAC PPS standaletdé payment rate for discharges for the -term acute care hospital during the fiscal
year and after application of the market basketatgd/ould be further reduced by 2.0%. As a reSIMS estimates that net payments to -
term acute care hospitals under the proposed rolddancrease by approximately $62 million, or 1,Jiféfiscal year 2014 due to the
proposed changes to the standard federal payntenteahe area wage adjustment and to high-cakshart-stay outlier payments; however,
after taking into account the expiration of the atorium on the implementation of the 25-percent talfreestanding and grandfathered long-
term acute care hospitals, CMS estimates thatayehpnts to long-term acute care hospitals undeprhygosed rule would decrease by $128
million in fiscal year 2014 relative to fiscal ye2013.

This rule is a proposed rule and is not final. CM$epted comments on the proposed rule through2mri2013. A final rule is expect
to be announced no later than August 1, 2013. Weanrently analyzing the financial implicationstbis proposed rule on the operators of
our long-term acute care hospitals. We cannot gmainy assurance that the final rule issued by GM&her future updates to LTAC PPS or
Medicare reimbursement for long-term acute cargitals will not materially adversely affect our egtors, which, in turn, could have a
material adverse effect on our business, finarabition, results of operations and liquidity, @umr ability to service our indebtedness and
other obligations and on our ability to make dmitions to our stockholders, as required for usotttinue to qualify as a REIT (a “Material
Adverse Effect”).

Medicare Reimbursement: Skilled Nursing Facilities

On May 6, 2013, CMS published its proposed ruleatipd the prospective payment system for skillesimg facilities (SNF PPS) for
the 2014 fiscal year (October 1, 2013 through Sepés 30, 2014). Under the proposed rule, the SN& f@@ndard federal payment rate
would increase by 1.4% in fiscal year 2014, reftegt 2.3% increase in the market basket indes,d63.5% forecast error adjustment and a
0.4% productivity adjustment mandated by the Afédoigd Care Act. CMS estimates that net paymentkiled nursing facilities as a result of
the proposed rule will increase by approximatel@@Ghillion in fiscal year 2014.

This rule is a proposed rule and is not final. CM8epted comments on the proposed rule throughlJ@913. A final rule is expected
to be announced no later than August 1, 2013. Weanrently analyzing the financial implicationstbis proposed rule on the operators of
our skilled nursing facilities. We cannot provideyassurance that the final rule issued by CMStwerdfuture updates to SNF PPS or
Medicare reimbursement for skilled nursing faatiwill not materially adversely affect our operatavhich, in turn, could have a Material
Adverse Effect on us.

Critical Accounting Policies and Estimates

Our Consolidated Financial Statements includedemIl of this Quarterly Report on Form 10-Q haverberepared in accordance with
U.S. generally accepted accounting principles (“@&Wfor interim financial information set forth the Accounting Standards Codification
(“ASC"), as published by the Financial Accountingu&lards Board (“FASB”). GAAP requires us to makgneates and assumptions
regarding future events that affect the reportedwarts of assets and liabilities, the disclosurearitingent assets and liabilities at the date of
the financial statements and the reported amodnts/enues and expenses during the reporting perid@ base these estimates on our
experience and assumptions we believe to be rebisonader the circumstances. However, if our judginee interpretation of the facts and
circumstances relating to various transactiongleromatters had been different, we may have appligifferent accounting treatment,
resulting in a different presentation of our fineshstatements. We periodically reevaluate ounesties and assumptions, and in the event
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they prove to be different from actual results,make adjustments in subsequent periods to reflect current estimates and assumptions

about matters that are inherently uncertain. Plezfee to our Annual Report on Form 10-K for thewyended December 31, 2012, filed with
the SEC on February 19, 2013, for further informmatiegarding the critical accounting policies thffiéct our more significant estimates and
judgments used in the preparation of our Consdaii&inancial Statements included in Part I, Iteaf this Quarterly Report on Form -Q.

Results of Operations

As of June 30, 2013 , we operated through threertalple business segments: triple-net leased grepgsenior living operations and
MOB operations. Under our triple-net leased prapsrsegment, we acquire and own seniors housinfpeaithcare properties throughout the
United States and lease those properties to headttoperating companies under “triple-net” or “dbt®net” leases that obligate the tenants
to pay all property-related expenses. Under ouiosdiming operations segment, we invest in senlwasing communities throughout the
United States and Canada and engage independeatapesuch as Atria and Sunrise, to manage ttmsenunities. Under our MOB
operations segment, we primarily acquire, own, tigydease, and manage MOBs. Information proviageddll other” includes income from
loans and investments and other miscellaneous ie@md various corporate-level expenses not dirattitiputable to our three reportable
business segments. Assets included in “all othen’stst primarily of corporate assets, includinghcaestricted cash, deferred financing costs,
loans receivable and investments, and miscellanecesunts receivable.

Three Months Ended June 30, 2013 and 2012

The table below shows our results of operationstferthree months ended June 30, 2013 and 201tharadfect of changes in those
results from period to period on our net incomelaitable to common stockholders.

Increase (Decrease)

For the Three Months Ended June 30, to Income
2013 2012 $ %
(Dollars in thousands)

Segment NOI:

Triple-Net Leased Properties $ 215,35 $ 205,67. $ 9,68: 4.7%

Senior Living Operations 110,25 96,40¢ 13,85 14.4

MOB Operations 73,031 61,17¢ 11,85¢ 19.4

All Other 14,99¢ 8,15: 6,84« 84.C

Total segment NOI 413,64 371,40t 42,23¢ 11.4

Interest and other income 797 65 732 > 10(C
Interest expense (83,046 (72,76°) (10,279 (14.7
Depreciation and amortization (172,706 (187,36 14,66 7.8
General, administrative and professional fees (27,327 (26,427 (909 (3.9
Gain (loss) on extinguishment of debt 72C (9,989 10,70¢ > 10C
Merger-related expenses and deal costs (6,667 (36,66¢) 30,00: 81.¢
Other (4,385 (1,510 (2,875 (>100
Income before income/loss from unconsolidated iestiincome

taxes, discontinued operations and noncontrollingrest 121,03( 36,74¢ 84,28 > 10C
(Loss) income from unconsolidated entities (50€) 514 (1,020 (>100
Income tax benefit 12,06¢ 5,17¢ 6,88t > 10(C
Income from continuing operations 132,58t 42,44: 90,14¢ > 10C
Discontinued operations (18,05%) 31,29 (49,349 (>100
Net income 114,53: 73,73¢ 40,79: 55.5
Net loss attributable to noncontrolling interest 47 (289 (242) 83.7
Net income attributable to common stockholders $ 11458 $ 74,02t 40,55¢ 54.¢
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Segment NOI—Triple-Net Leased Properties

NOI for our triple-net leased properties reportdinisiness segment equals the rental income and sghéces revenue earned from our
triple-net assets. We incur no direct operatingeasgs for this segment.

The following table summarizes results of contiguaperations in our triple-net leased propertigorgable business segment:

Increase (Decrease)
For the Three Months Ended June 30, to NOI

2013 2012 $ %
(Dollars in thousands)

Segment NOI—Triple-Net Leased Properties:

Rental income $ 214,23¢ % 20456. $ 9,67¢ 4.7%
Other services revenue 1,11°¢ 1,11C 5 0.t
Segment NOI $ 215,35 $ 205,67: 9.68: 4.7

Triple-net leased properties segment NOI incredseihg the three months ended June 30, 2013 oequrthr year primarily due to
contractual rent escalations pursuant to the tefrosir leases, increases in base and other reet unnl existing triple-net leases and rent
from the properties we acquired after June 30, 2012

In our triple-net leased properties segment, ouemaes generally do not depend on the underlyirgatimg performance of the
properties, but rather consist of fixed rental amieysubject to annual contractual escalation®ived from our tenants in accordance with
the applicable lease terms. Therefore, while oceopaates may affect the profitability of our tetsoperations, they do not have a direct
impact on our revenues or financial results. THedang table sets forth average continuing occugyarates related to the triple-net leased
properties we owned at June 30, 2013 for the dustrter of 2013 (which is the most recent inforomtvailable to us from our tenants) and
average continuing occupancy rates related torifhleinet leased properties we owned at June 3[R #r the first quarter of 2012.

Average Average
Occupancy For the Occupancy For the
Number of Three Months Number of Three Months
Properties at Ended March 31, Properties at Ended March 31,
June 30, 2013 (1) 2013 (1) June 30, 2012 (2) 2012 (2)
Seniors housing communities 432 85.8% 412 85.6%
Skilled nursing facilities 367 80.¢ 36E 82.¢
Hospitals 47 59.7 46 60.¢

(1) Excludes 34 seniors housing communities ailedknursing facilities included in investmentstuinconsolidated entities, one seniors
housing community acquired during the three mostided June 30, 2013 and eight other facilitiesvitich we do not receive
occupancy information.

(2) Excludes 34 seniors housing communities aildlnursing facilities included in investmentstuinconsolidated entities, 24
properties acquired or developed after March 3122ind eight other facilities for which we do neteive occupancy information.

The following table compares results of continuapgrations for our 831 same-store triple-net legsegerties. For purposes of this
table, we define same-store properties as propettat we owned for the entire period from Apri0,12 through June 30, 2013 .

For the Three Months Ended June 30, Increase (Decrease) to Income

2013 2012 $ %
(Dollars in thousands)

Same-Store Segment NOI—Triple-Net Leased Properties

Rental income $ 207,17 $ 204,45¢ $ 2,71¢ 1.3%
Other services revenue 1,11¢ 1,11C 5 0.5
Segment NOI $ 208,28¢ $ 205,56¢ 2,720 1.3
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The year-over-year increase in same-store tripldeased properties NOI is due to the contractsedlkations in rent pursuant to the
terms of our leases. Cash receipts may differ dsgraight-line recognition of certain rental inomeind the application of other GAAP
policies.

Segment NOI—Senior Living Operations

The following table summarizes results of contiguaperations in our senior living operations regble business segment:

For the Three Months Ended June 30, Increase (Decrease) to Income

2013 2012 $ %
(Dollars in thousands)

Segment NOI—Senior Living Operations:

Total revenues $ 341,59 $ 303,43 % 38,15: 12.€ %
Less:
Property-level operating expenses (231,33) (207,03) (24,30¢) (11.9)
Segment NOI $ 110,25°  $ 96,40¢ 13,85: 14.2

Revenues attributed to our senior living operatisegment consist of resident fees and serviceghwhclude all amounts earned from
residents at our seniors housing communities, agakental fees related to resident leases, extdmetdth care fees and other ancillary service
income. Our senior living operations segment reesrincreased in the second quarter of 2013 ovesabend quarter of 2012 primarily due
to the seniors housing communities we acquired dftee 30, 2012 and the 16 seniors housing comiesimitanaged by Sunrise (the
“Sunrise-Managed Sixteen Communities”) that we &eglin May 2012, higher average unit occupancgs @ our communities and higher
average monthly revenue per occupied room.

Property-level operating expenses related to auipsdiving operations segment include labor, footijties, marketing, management
and other costs of operating the properties. Ptpievel operating expenses increased for the thmaeths ended June 30, 20d&r the samr
period in 2012 primarily due to the acquired prdojesrdescribed above, increases in salaries, agafid insurance costs, and higher
management fees primarily due to increased revenues

The following table compares results of continuapgrations for our 188 same-store stabilized sdiviog operating communities. For
purposes of this table, we define same-store &abicommunities as communities that we owned #askified as stable for the full period in
both comparison periods.

For the Three Months Ended June 30, Increase (Decrease) to Income

2013 2012 $ %
(Dollars in thousands)

Same-Store Stabilized Segment NOI—Senior Living

Operations:
Total revenues $ 286,15. $ 272,44. 3 13,71: 5.C%
Less:
Property-level operating expenses (194,44:) (185,22) (9,222) (5.0
Segment NOI $ 91,70¢ $ 87,21¢ 4,48¢ 5.1

Same-store stabilized senior living operations N@iteased year over year primarily due to higherage unit occupancy rates and
higher average monthly revenue per occupied roamiglly offset by increases in salaries, suppdied insurance costs, and higher
management fees primarily due to increased revenues
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The following table sets forth average unit occugyarates and the average monthly revenue per acedupom related to continuing
operations in our senior living operations segnueming the three months ended June 30, 2013 angl 201

Average Monthly Revenue Per

Average Unit Occupancy For the Occupied Room For the Three
Number of Properties at June 30 Three Months Ended June 30, Months Ended June 30,
2013 2012 2013 2012 2013 2012
Stabilized communities 22¢ 201 91.(% 89.€% $ 553 $ 5,40¢
Non-stabilized communities 3 13 83.C 82.¢ 4,80: 5,221
Total 22¢ 214 90.¢€ 89.1 5,521 5,39¢
Same-store stabilized communities 18¢ 18¢ 90.¢ 89.7 5,55¢ 5,361

Segment NOI—MOB Operations
The following table summarizes results of contiguaperations in our MOB operations reportable bessrsegment:

Increase
For the Three Months Ended June 30, (Decrease) to NOI

2013 2012 $ %
(Dollars in thousands)

Segment NOI—MOB Operations:

Rental income $ 110,94¢ $ 89,11( % 21,83¢ 24.5%
Medical office building services revenue 2,15¢ 5,52¢ (3,370 (61.0)
Total revenues 113,10! 94,63¢ 18,46¢ 19.5
Less:
Property-level operating expenses (38,409 (29,627 (8,780 (29.6)
Medical office building services costs (1,667%) (3,839 2,17 56.¢
Segment NOI $ 73,03 $ 61,17¢ 11,85¢ 19.

The increases in our MOB operations segment re\seane property-level operating expenses in thergkqoarter of 2013 over the
same period in 2012 are attributed primarily totM@Bs we acquired after June 30, 2012 , includirgdontrolling interests in 38 MOBs that
we had previously accounted for as investmentsigonsolidated entities.

Medical office building services revenue and chsth decreased year over year primarily due toaedeonstruction activity during
2013 compared to 2012 .

The following table compares results of continuapgrations for our 236 same-store stabilized M@s.purposes of this table, we
define same-store stabilized MOBs as MOBs that weenl and classified as stable for the entire pdrimt April 1, 2012 through June 30,
2013 . Cash receipts may differ due to straighg-fiecognition of certain rental income and the igpfibn of other GAAP policies.

For the Three Months Ended June 30, Increase (Decrease) to Income

2013 2012 $ %
(Dollars in thousands)

Same-Store Stabilized Segment NOI—MOB Operations:

Rental income $ 78,51¢ $ 78,97. $ (457) (0.6)%

Less:

Property-level operating expenses (26,645 (25,919 (739 (2.9
Segment NOI $ 51,86¢ $ 53,05¢ (1,190 (2.2)
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The following table sets forth occupancy rates tiedannualized average rent per occupied squatedtaded to continuing operations
in our MOB operations segment at and for the timeaths ended June 30, 2013 and 2012 :

Annualized Average Rent Per
Occupied Square Foot
for the Three Months Ended June

Number of Properties at June 30 Occupancy at June 30, 30,
2013 2012 2013 2012 2013 2012
Stabilized MOBs 28¢ 23¢ 91.£% 92.2% $ 29 % 29
Non-stabilized MOBs 14 15 75.€ 72.5 37 37
Total 30z 254 90.€ 90.2 29 29
Same-store stabilized MOBs 23€ 23€ 91.t 92.2 28 29

Segment NOI—AIl Other

All other NOI consists solely of income from loaansd investments. Income from loans and investrianteased for the three months
ended June 30, 2013 over the same period in gAdfrily due to $446.0 million aggregate amounsefured loans and other investment:
made in December 2012 and thereafter, which haveighted average effective interest rate of 9,3#d gains on the sale of marketable
securities during the second quarter of 2013, gyrtdffset by the sales of portions of certainisan 2013.

Interest Expense

The $7.4 million increase in total interest expemseluding interest allocated to discontinued apiens of $0.7 million an$3.5 million
for the three months ended June 30, 2013 and 2@&kpectively, is attributed primarily to $8.6 loih of additional interest due to higher d
balances, partially offset by a $1.2 million redowtin interest due to lower effective interesemtincluding the amortization of any fair value
adjustments. Our effective interest rate, excludiativity related to our capital leases, was 3.988the three months ended June 30, 2013,
compared to 3.94% for the same period in 2012 .

Depreciation and Amortization

Depreciation and amortization expense decreasedgdilme three months ended June 30, 2013 compartbe same period in 2012
primarily due to the full amortization in the forjuarter of 2012 of certain in-place lease inthiegi related to our acquisition of Atria Senior
Living Group, Inc. (together with its affiliatesASLG”) in May 2011 and the full amortization in teecond quarter of 2013 of certainglace
lease intangibles related to our acquisition ofSharise-Managed Sixteen Communities, partiallgetfby increases for properties we
acquired subsequent to June 30, 2012 .

Gain/Loss on Extinguishment of Debt

The loss on extinguishment of debt for the threatim®ended June 30, 2012 resulted primarily fromredemption in May 2012 of all
$225.0 million principal amount then outstandingaf 6%:% senior notes due 2017. There were noa@imihterial transactions during the
three months ended June 30, 2013 .

Merger-Related Expenses and Deal Costs

Merger-related expenses and deal costs for bothdseconsist of transition and integration expemskgted to consummated
transactions and deal costs required by GAAP texpensed rather than capitalized into the asseeva@he $30.0 million decrease in the
second quarter of 2013 over the prior year is priigndue to lower transition and integration coatgibutable to lower investment activity in
2013 compared to 2012.

Other

Other primarily includes building rent expense paidease certain of our senior living operatinghcaunities. The increase in other
during the three months ended June 30, 2013 comhpatbe same period in 2012 is due primarily tdows asset acquisitions subsequent to
June 30, 2012 .

Income Tax Benefit



Income tax benefit for the three months ended 32013 was due primarily to the release of vadnadllowances against certain
deferred tax assets. Income tax benefit for theetimonths ended June 30, 2012 was due primatihetmncome tax benefit of ordinary losses
related to the ASLG acquisition.
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Discontinued Operations

Discontinued operations for the three months edded 30, 2013 reflects activity related to 23 propg, ten of which were sold during
the second quarter of 2013 and 13 of which wergsdiad as held for sale as of June 30, 2013 . &¥egnized a net gain of $1.7 million on
the sales of these properties for the three mamlted June 30, 2013 . Discontinued operationdhocémparable 2012 period reflects
activity related to 65 properties, 13 of which weodd during the second quarter of 2012 , resulting net gain of $38.6 million .

Net Loss Attributable to Noncontrolling Interest

Net loss attributable to noncontrolling interestttee three months ended June 30, 2013 represenfadners’ joint venture interests in
50 properties. Net loss attributable to noncontrglinterest for the three months ended June 31X 28presents our partners’ joint venture
interests in 39 properties.

Six Months Ended June 30, 2013 and 2012

The table below shows our results of operationsHersix months ended June 30, 2013 and 2012 aneffdct of changes in those
results from period to period on our net incomelaitable to common stockholders.

Increase (Decrease)

For the Six Months Ended June 3C to Income
2013 2012 $ %
(Dollars in thousands)

Segment NOI:

Triple-Net Leased Properties $ 429,98 $ 410,01 $ 19,96¢ 4.9%

Senior Living Operations 218,51¢ 186,46! 32,05¢ 17.2

MOB Operations 148,54( 105,95: 42,58¢ 40.z

All Other 31,09¢ 16,18¢ 14,91 92.1

Total segment NOI 828,14« 718,62: 109,52: 15.2

Interest and other income 1,83t 112 1,72: > 10C
Interest expense (162,457 (140,679 (21,779 (15.5
Depreciation and amortization (351,49 (347,56 (3,939 (1.1
General, administrative and professional fees (56,107 (48,627 (7,480 (15.9
Gain (loss) on extinguishment of debt 72C (39,539 40,25: >10C
Merger-related expenses and deal costs (10,929 (44,649 33,72( 75.5
Other (8,972) (3,08¢6) (5,88¢) (>100
Income before income from unconsolidated entiiiesme taxes,

discontinued operations and noncontrolling interest 240,75( 94,60: 146,14¢ > 10C
Income from unconsolidated entities 427 831 (40¢) (49.])
Income tax benefit (expense) 10,32 (6,159 16,47¢ > 10(C
Income from continuing operations 251,49: 89,27t 162,21 >10C
Discontinued operations (23,86) 74,55 (98,419 (> 100
Net income 227,63: 163,82¢ 63,80: 38.€
Net income (loss) attributable to noncontrollinggirest 85¢ (82%) (1,687 (> 100
Net income attributable to common stockholders $ 226,770 $ 164,65 62,12: 37.7
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Segment NOI—Triple-Net Leased Properties
The following table summarizes results of contiguaperations in our triple-net leased propertigorgable business segment:

Increase (Decrease)
For the Six Months Ended June 30, to NOI

2013 2012 $ %
(Dollars in thousands)

Segment NOI—Triple-Net Leased Properties:

Rental income $ 427,76( $ 407,79t $ 19,96: 4.5%
Other services revenue 2,22¢ 2,21¢ 7 0.3
Segment NOI $ 429,98 $ 410,01 19,96¢ 4.8

Triple-net leased properties segment NOI increaseihg the six months ended June 30, 2013 ovepriloe year primarily due to
contractual rent escalations pursuant to the tefrosir leases, increases in base and other reet wnnl existing triple-net leases and rent
from the properties we acquired after April 1, 2012

The following table compares results of continuapgrations for our 831 same-store triple-net legsegerties. For purposes of this
table, we define same-store properties as propdttat we owned for the entire period from Jandar012 through June 30, 2013 .

For the Six Months Ended June
30, Increase (Decrease) to Income

2013 2012 $ %
(Dollars in thousands)

Same-Store Segment NOI—Triple-Net Leased

Properties:
Rental income $ 414,708 $ 407,65( $ 7,05¢ 1.7%
Other services revenue 2,22¢ 2,21¢ 7 0.3
Segment NOI $ 416,930 $ 409,86¢ 7,062 1.7

The year-over-year increase in same-store triplderased properties NOI is due to the contractsedkations in rent pursuant to the
terms of our leases.

Segment NOI—Senior Living Operations

The following table summarizes results of contiguaperations in our senior living operations reploi¢ business segment:

For the Six Months Ended June 3C Increase (Decrease) to Income

2013 2012 $ %
(Dollars in thousands)

Segment NOI—Senior Living Operations:

Total revenues $ 680,760 $ 588,63( $ 92,13¢ 15.7%
Less:
Property-level operating expenses (462,249 (402,169 (60,080) (14.9
Segment NOI $ 21851 $ 186,46! 32,05¢ 17.2

Our senior living operations segment revenues asaé for the six months ended June 30, 2013 ogesaime period of 2012 primarily
due to the seniors housing communities we acquaifted April 1, 2012, including the Sunridééanaged Sixteen Communities that we acqt
in May 2012, higher average unit occupancy ratesimcommunities and higher average monthly revgraneccupied room.

Property-level operating expenses increased fosithmonths ended June 30, 2013 over the samedpier012 primarily due to the

acquired properties described above, increasesanies, supplies and insurance costs, and highaagement fees primarily due to increased
revenues.
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The following table compares results of continuapgrations for our 188 same-store stabilized sdiviog operating communities. For
purposes of this table, we define same-store stalicommunities as communities that we owned ¢asbified as stable for the full period in
both comparison periods.

For the Six Months Ended June 3C Increase (Decrease) to Income

2013 2012 $ %
(Dollars in thousands)

Same-Store Stabilized Segment NOI—Senior Living

Operations:
Total revenues $ 571970 $ 54293 ¢ 29,03¢ 5.3%
Less:
Property-level operating expenses (389,389 (369,55 (19,83) (5.4)
Segment NOI $ 18258 § 173,38 9,20t 5.3

Same-store stabilized senior living operations M@iteased year over year primarily due to higherage unit occupancy rates and
higher average monthly revenue per occupied roamiglly offset by increases in salaries, suppdied insurance costs, and higher
management fees primarily due to increased revenues

The following table sets forth average unit occugyarates and the average monthly revenue per aedupom related to continuing
operations in our senior living operations segnueming the six months ended June 30, 2013 and 2012

Average Monthly Revenue Per
Average Unit Occupancy For the  Occupied Room For the Six Months

Number of Properties at June 30 Six Months Ended June 30, Ended June 30,
2013 2012 2013 2012 2013 2012
Stabilized communities 22¢€ 201 91.1% 89.2% $ 551¢ $ 5,38¢
Non-stabilized communities 3 13 82.1 80.¢ 4,72¢ 5,16¢
Total 22¢ 214 90.¢ 88.¢ 5,507 5,372
Same-store stabilized communities 18¢ 18¢ 91.1 89.4 5,531 5,361

Segment NOI—MOB Operations
The following table summarizes results of contiguaperations in our MOB operations reportable bessrsegment:

Increase
For the Six Months Ended June 3C (Decrease) to NOI

2013 2012 $ %
(Dollars in thousands)

Segment NOI—MOB Operations:

Rental income $ 222,090 $ 153,07% $ 69,01° 45.1%
Medical office building services revenue 4,69¢ 10,02¢ (5,339 (53.9)
Total revenues 226,78t 163,10¢ 63,68¢ 39.C
Less:
Property-level operating expenses (74,949 (50,329 (24,619 (48.9
Medical office building services costs (3,30€) (6,827 3,521 51.€
Segment NOI $ 14854 $ 105,95 42 ,58¢ 40.2

The increases in our MOB operations segment reeeane property-level operating expenses for thengirths ended June 30, 2013
over the same period in 2012 are attributed prip&rithe MOBs we acquired in April 2012 in conrientwith the Cogdell Spencer Inc.
(“Cogdell™) acquisition and other MOBs we acquired after Apyie012, including the controlling interests in@®Bs that we had previous
accounted for as investments in unconsolidatediesti

Medical office building services revenue and ctstih decreased year over year primarily due toaedeonstruction activity during
2013 compared to 2012 .
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The following table compares results of continuapgrations for our 173 same-store stabilized MOs.purposes of this table, we
define same-store stabilized MOBs as MOBs that weeal and classified as stable for the entire pdrimtt January 1, 2012 throudghine 3C
2013.

For the Six Months Ended June 30, Increase (Decrease) to Income

2013 2012 $ %
(Dollars in thousands)

Same-Store Stabilized Segment NOI—MOB Operations:

Rental income $ 11168 $ 111,19( $ 48t 0.4%
Less:
Property-level operating expenses (36,259 (35,159 (1,099 3.
Segment NOI $ 7543( $§ 76,04 (614) (0.8)

The following table sets forth occupancy rates tredannualized average rent per occupied squatedtaded to continuing operations
in our MOB operations segment at and for the sixtin® ended June 30, 2013 and 2012 :

Annualized Average Rent Per
Occupied Square Foot for the Si;

Number of Properties at June 30 Occupancy at June 30, Months Ended June 30,

2013 2012 2013 2012 2013 2012
Stabilized MOBs 28¢ 23¢ 91.8% 92.2% $ 29 % 29
Non-stabilized MOBs 14 15 75.€ 72.5 37 37
Total 30z 254 90.€ 90.: 29 29
Same-store stabilized MOBs 17z 17z 90.4 91.c 30 29

Segment NOI—AIl Other

All other NOI consists solely of income from loaansd investments. Income from loans and investrianteased for the six months
ended June 30, 2013 over the same period in gAdtrily due to $446.0 million aggregate amounsefured loans and other investment:
made in December 2012 and thereafter, which haveighted average effective interest rate of 9,3#d gains on the sale of marketable
securities during the second quarter of 2013, gyrtdffset by the sales of portions of certainisan 2013.

Interest Expense

The $16.1 million increase in total interest exgemscluding interest allocated to discontinuedrafiens of $1.6 million and $7.2
million for the six months ended June 30, 2013 20t , respectively, is attributed primarily to $2illion of additional interest due to
higher debt balances, partially offset by a $11illian reduction in interest due to lower effectiwgerest rates, including the amortization of
any fair value adjustments. Our effective interagt, excluding activity related to our capitaldes, was 3.8% for the six months ended June
30, 2013, compared to 4.1% for the same peri@Di? .

General, Administrative and Professional Fees
General, administrative and professional fees asmd year over year primarily due to our continoigghnizational growth.
Gain/Loss on Extinguishment of Debt

The loss on extinguishment of debt for the six her@nded June 30, 2012 resulted primarily fromredemption in March 2012 of all
$200.0 million principal amount outstanding of @4% senior notes due 2016 and our redemption in 204 of all $225.0 million princip
amount then outstanding of our 63% senior note20d&. There were no similar material transactiuning the six months ended June 30,
2013.

50




Merger-Related Expenses and Deal Costs

Merger-related expenses and deal costs for bothdseconsist of transition and integration expemskgted to consummated
transactions and deal costs required by GAAP texpensed rather than capitalized into the asseevahe $33.7 million decrease for the six
months ended June 30, 2013 over the prior yeairisaply due to lower transition and integratiorstoattributable to lower investment
activity in 2013 compared to 2012.

Other

Other primarily includes building rent expense paidease certain of our senior living operatinghocaunities. The increase in other
during the six months ended June 30, 2013 comparétw same period in 2012 is due primarily to @asiasset acquisitions subsequent to
June 30, 2012 .

Income Tax Benefit/Expense

Income tax benefit for the six months ended Jun€B03 was due primarily to the release of valum#bowances against certain
deferred tax assets of one of our taxable REITidigdyges (“TRS” or “TRS entities”). Income tax expse for the six months ended June 30,
2012 was due primarily to a $15.1 million valuatedfowance recorded against certain deferred tagta®f one of our other TRS entities,
partially offset by the income tax benefit of oralip losses related to the ASLG acquisition.

Discontinued Operations

Discontinued operations for the six months endedd B0, 2013 reflects activity related to 30 prapsttl7 of which were sold during
the six months ended June 30, 2013 and 13 of whék classified as held for sale as of June 303 20%e recognized a net gain of $2.2
million on the sales of these properties for thensonths ended June 30, 2013 . Discontinued opesafor the comparable 2012 period
reflects activity related to 75 properties, 23 dfieh were sold during the six months ended Jun@102 , resulting in a net gain of $78.8
million .

Net Income/Loss Attributable to Noncontrolling hetst

Net income attributable to noncontrolling interstthe six months ended June 30, 2013 represenfsastners’ joint venture interests
in 51 properties. Net loss attributable to nonaallitrg interest for the six months ended June 81, 2represents our partners’ joint venture
interests in 39 properties.

Non-GAAP Financial Measures

We believe that net income, as defined by GAARhésmost appropriate earnings measurement. Howeeecpnsider certain non-
GAAP financial measures to be useful supplemen&sgures of our operating performance. A non-GAARrcial measure is generally
defined as one that purports to measure histasichlture financial performance, financial positimncash flows, but excludes or includes
amounts that would not be so adjusted in the musiparable GAAP measure. Set forth below are dagmnpof the non-GAAP financial
measures we use in evaluating our operating pedoce and that we consider most useful to invesasrasell as reconciliations of these
measures to the most directly comparable GAAP firdmeasures.

The non-GAAP financial measures we present inGhiarterly Report on Form 10-Q may not be identicahose presented by other
real estate companies due to the fact that notallestate companies use the same definitionseleasures should not be considered as
alternatives to net income (determined in accordamith GAAP) as indicators of our financial perf@nte or as alternatives to cash flow
from operating activities (determined in accordawittd GAAP) as measures of our liquidity, nor dnese measures necessarily indicative of
sufficient cash flow to fund all of our needs. Wadibve that in order to facilitate a clear undardiag of our consolidated historical operating
results, these measures should be examined inraiign with net income as presented in our Conatdid Financial Statements and other
financial data included elsewhere in this Quart&gport on Form 10-Q.

Funds From Operations and Normalized Funds From Operations

Historical cost accounting for real estate assepdicitly assumes that the value of real estatetastiminishes predictably over time.
However, since real estate values historically hré&sen or fallen with market conditions, many intlysnvestors deem presentations of
operating results for real estate companies thahistorical cost accounting to be insufficienttbgmselves. To overcome this problem, we
consider Funds From Operations (“FFO”) and nornedliEFO to be appropriate measures of operatingmeaihce of an equity REIT. We
also believe that normalized FFO provides usefigrmation because it allows investors, analysts@irdmanagement to compare our
operating performance to the operating performarficgher real estate companies and between pesiodsconsistent basis without having to



account for differences caused by
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unanticipated items and other events such as taosa and litigation. In some cases, we providermation regarding identified non-cash
components of FFO and normalized FFO becauseitslinvestors, analysts and our management tosagsesmpact of those items on our
financial results.

We use the National Association of Real Estatedtmaent Trusts (“NAREIT”) definition of FFO. NARElId@efines FFO as net income
(computed in accordance with GAAP), excluding gdordosses) from sales of real estate propertjuding gain on re-measurement of
equity method investments, and impairment write-d®wf depreciable real estate, plus real estateedigpion and amortization, and after
adjustments for unconsolidated partnerships amd y@ntures. Adjustments for unconsolidated pastnips and joint ventures will be
calculated to reflect FFO on the same basis. Wiagl@brmalized FFO as FFO excluding the followingdme and expense items (which r
be recurring in nature): (a) net gains on the sall@sal property assets, including gain on re-messent of equity method investments;
(b) merger-related costs and expenses, includirgrtaration of intangibles and transition and int@n expenses, and deal costs and
expenses, including expenses and recoveries mgkatiacquisition lawsuits; (c) the impact of anpemses related to asset impairment and
valuation allowances, the write-off of unamortizizferred financing fees, or additional costs, espsndiscounts, make-whole payments,
penalties or premiums incurred as a result of eatiyement or payment of our debt; (d) the maish effect of income tax benefits or expe
and derivative transactions that have non-cash #iwarkarket impacts on our Consolidated Statemefnliscome; (e) the impact of future
acquisitions or divestitures (including pursuanteiant options to purchase) and capital transastid) the financial impact of contingent
consideration; (g) charitable donations made to/hetas Charitable Foundation; and (h) gains aasde for noroperational foreign curren
hedge agreements and changes in the fair valueasfdial instruments.

Our FFO and normalized FFO for the three and sirthroended June 30, 2013 and 2012 are summarizkd following table. The
increases in normalized FFO for the three and sirthis ended June 30, 2013 over the same peri@fE hare due primarily to our $2.7
billion of investments in 2012, NOI increases icteaf our reportable business segments and lowigihtesl average interest rates. These
benefits were partially offset by higher debt baksiand increases in net cash balances during#regsulting from debt and equity
issuances, asset sales and receipt of loan repayine2013 and 2012.

For the Three Months Ended Jun¢  For the Six Months Ended June

30, 30,
2013 2012 2013 2012
(In thousands)
Net income attributable to common stockholders $ 11458 $ 74,028 $ 226,77C $ 164,65
Adjustments:
Real estate depreciation and amortization 171,29( 186,36¢ 348,80: 345,66(
Real estate depreciation related to noncontrolhitgrest (2,617 (2,336 (5,119 (3,847
Real estate depreciation related to unconsolidanéties 1,622 2,131 3,26¢ 4,30¢
Gain on re-measurement of equity interest uponiaitiun, net — — (1,247 —
Discontinued operations:
Gain on real estate dispositions, net (1,719 (38,55¢) (2,199 (78,79)
Depreciation on real estate assets 21,28¢ 14,40: 29,43¢ 18,84:
FFO 304,44 236,03( 599,72! 450,82:
Adjustments:
Change in fair value of financial instruments — 60 25 93
Income tax (benefit) expense (12,069 (5,166€) (20,320 6,13¢
(Gain) loss on extinguishment of debt (includingoamts in
discontinued operations) (873 9,98¢ (873) 39,53
Merger-related expenses and deal costs 6,592 36,66¢ 10,85« 44,64¢
Amortization of other intangibles 25k 25E 511 511
Normalized FFO $ 298,35 $§ 277,83t $ 599,920 $ 541,74t
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Adjusted EBITDA

We consider Adjusted EBITDA an important suppleraénieasure to net income because it provides additinformation with which
to evaluate the performance of our operations anges as another indication of our ability to seevilebt. We define Adjusted EBITDA as
earnings before interest, taxes, depreciation amattézation (including non-cash stock-based compgois expense), excluding net loss on
extinguishment of debt, merger-related expenseslaaticosts, net gains on real estate activityclasges in the fair value of financial
instruments (including amounts in discontinued afiens). The following table reconciles AdjustedIEBA to net income (including

amounts in discontinued operations) for the threkesix months ended June 30, 2013 and 2012 :

For the Three Months Ended June  For the Six Months Ended June

30, 30,
2013 2012 2013 2012
(In thousands)
Net income $ 114530 $ 73,73¢ $ 227,63 $ 163,82
Adjustments:
Interest (including amounts in discontinued opers) 83,69t 76,26¢ 164,02! 147,91!

(Gain) loss on extinguishment of debt, net (inahgdamounts in

discontinued operations) (873 9,98¢ (873 39,53:
Taxes (including amounts in general, administrasind professional fees)

(including amounts in discontinued operations) (20,867 (4,290 (7,979 8,001
Depreciation and amortization (including amountdistontinued operations)  193,99( 201,76¢ 380,93 366,40!
Non-cash stock-based compensation expense 5,13¢ 6,252 10,80( 11,08¢
Merger-related expenses and deal costs 6,667 36,66¢ 10,92¢ 44,64¢
Gain on real estate dispositions, net (1,719 (38,55%) (2,19 (78,79)
Change in fair value of financial instruments — 60 25 93
Gain on re-measurement of equity interest uponiaitigun, net — — (1,247 —

Adjusted EBITDA $ 390,56t $ 361,89 $ 782,06( $ 702,71
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NOI

We also consider NOI an important supplemental oreat® net income because it allows investors yatmbnd our management to
measure unlevered property-level operating resmitsto compare our operating results to the opeyatisults of other real estate companies
and between periods on a consistent basis. Weedsfi as total revenues, less interest and otlvenie, property-level operating expenses
and medical office building services costs (inafigdamounts in discontinued operations). Cash receipy differ due to straight-line
recognition of certain rental income and the agpion of other GAAP policies. The following tabkeconciles NOI to net income (including
amounts in discontinued operations) for the threesix months ended June 30, 2013 and 2012 :

For the Three Months Ended June

30, For the Six Months Ended June 30,
2013 2012 2013 2012
(In thousands) (In thousands)
Net income $ 114530 $ 73,73t $ 227,63: $ 163,82
Adjustments:
Interest and other income (including amounts icalginued
operations) (797) (3,067%) (1,839 (4,93¢)
Interest (including amounts in discontinued opersd) 83,69¢ 76,26" 164,02 147,91!
Depreciation and amortization (including amountdistontinued
operations) 193,99( 201,76 380,93: 366,40!
General, administrative and professional fees ((dicly amounts in
discontinued operations) 27,32] 26,71: 56,10: 48,91
(Gain) loss on extinguishment of debt (includingoamts in
discontinued operations) (873) 9,98¢ (87%) 39,53
Merger-related expenses and deal costs 6,667 36,66¢ 10,92¢ 44,64¢
Other (including amounts in discontinued operafions 4,414 2,16( 8,47 4,31¢
Loss (income) from unconsolidated entities 50¢€ (519 (423) (831)
Income tax (benefit) expense (including amountdisicontinued
operations) (12,069 (5,166€) (20,320 6,13¢
Gain on real estate dispositions, net (1,719 (38,559 (2,199 (78,79))
NOI (including amounts in discontinued operations) 415,68: 379,99: 832,45( 737,14(
Discontinued operations (2,037) (8,58¢) (4,30¢) (18,519
NOI (excluding amounts in discontinued operations) $ 41364« $ 371,40 $§ 828,14« § 718,62

Liquidity and Capital Resources

As of June 30, 2013, we had a total of $62.4 anilbf unrestricted cash and cash equivalents, tipgreash and cash related to our
senior living operations and MOB operations regagdusiness segments that is deposited and heldperty-level accounts. Funds
maintained in the property-level accounts are ywadarily for the payment of property-level expessaebt service payments and certain
capital expenditures. As of June 30, 2013 , we laggbescrow deposits and restricted cash of $9#libmand $1.73 billion of unused
borrowing capacity available under our unsecuredlwing credit facility.

During the six months ended June 30, 2013, oucjral sources of liquidity were proceeds fromiggiance of equity and debt
securities, cash flows from operations, proceens frepayments of our loans receivable, proceeds &sset sales and cash on hand.

For the next 12 months, our principal liquidity deere to: (i) fund operating expenses; (i) megtdebt service requirements;
(i) repay maturing mortgage and other debt; {iw)d capital expenditures primarily for our seriging operations and MOB operations
reportable business segments; (v) fund acquisitionestments and commitments, including develograetivities; and (vi) make
distributions to our stockholders and unitholdessrequired for us to continue to qualify as a REVE expect that these liquidity needs
generally will be satisfied by a combination of tblowing: cash flows from operations, cash ondatebt assumptions and financings,
issuances of debt and equity securities, proceeds $ales of real estate assets and borrowings end@nsecured revolving credit facility.
However, if any of these sources of liquidity isauailable to us or is not available at an acceptabét or if we engage in significant
acquisition or investment activity, we may seekeguire additional capital through additional dassumptions and financings (including
secured financings),

54




dispositions of assets (in whole or in part throjaiht venture arrangements with third parties)/anéssuances of debt and equity securities.
Unsecured Revolving Credit Facility and Term Loans

We have $2.0 billion of aggregate borrowing capagitder our unsecured revolving credit facility,igthmay be increased to up to
$2.5 hillion at our option, subject to the satisi@e of certain conditions, and includes sublingit€a) up to $200 million for letters of credit,
(b) up to $200 million for swingline loans, (c) tgp$250 million for loans in certain alternativer@ncies, and (d) up to 50% of the facility
certain negotiated rate loans. Borrowings undemmsecured revolving credit facility bear interasa fluctuating rate per annum equal to a
reference rate (the applicable LIBOR for Eurocuckerate loans and the higher of (i) the federaburate plus 0.50%, (ii) the administrative
agent’s prime rate and (iii) the applicable LIBOR$1.0% for base rate loans) plus a spread basedrosenior unsecured long-term debt
ratings. We also pay a facility fee ranging fromhksis points to 45 basis points per annum (basedinsenior unsecured long-term debt
ratings) on the aggregate revolving commitmentsuodr unsecured revolving credit facility. At JB®& 2013 , the applicable spread was
110 basis points for Eurocurrency rate loans andabBls points for base rate loans and the fad¢digywas 17.5 basis points. Borrowings under
our unsecured revolving credit facility mature oct@er 16, 2015, but may be extended for an additiperiod of one year at our option,
subject to the satisfaction of certain conditions.

Senior Notes

In February 2013, we repaid in full, at par, $26@iion principal amount then outstanding of ou2®% senior notes due 2013 upon
maturity.

In March 2013, we issued and sold: $258.8 milliggragate principal amount of 5.45% senior notes2fi43, at a public offering price
equal to par, for total proceeds of $258.8 millefore any underwriting discounts and expenses$af6.0 million aggregate principal
amount of 2.700% senior notes due 2020, at a pofflicing price equal to 99.942% of par, for tqiabceeds of $499.7 million before any
underwriting discounts and expenses.

Equity Offerings and Related Events

In March 2013, we established an “at-the-marke&TM") equity offering program through which we magll from time to time up to
an aggregate of $750 milliaf our common stock. During the three months eridacch 31, 2013, we issued and sold a total of @2 S3tare:
of common stock under the program for aggregat@meteeds of $5.1 million, after sales commissiwi®0.1 million. During the three
months ended June 30, 2013, we issued and sotdlatd,056,400 shares of common stock under thgram for aggregate net proceeds of
$77.3 million, after sales commissions of $1.2 il

Cash Flows
The following table sets forth our sources and wessh flows for the six months ended June 3032ihd 2012 :

Increase

For the Six Months Ended June 30, (Decrease) to Cash
2013 2012 $ %
(Dollars in thousands)
Cash and cash equivalents at beginning of period $ 67,90¢ $ 45,807 $ 22,10: 48.2%
Net cash provided by operating activities 507,68t 460,80¢ 46,88( 10.z
Net cash used in investing activities (143,59() (975,05) 831,46 85.3
Net cash (used in) provided by financing activities (369,499 521,22: (890,71) (>100
Effect of foreign currency translation on cash aagh
equivalents (89 18 (207) (>100
Cash and cash equivalents at end of period $ 62,427 $ 52,80¢ 9,61¢ 18.2

Cash Flows from Operating Activities

Cash flows from operating activities increased myithe six months ended June 30, 2013 over the pana in 2012 primarily due to
significant changes in working capital, offset hgreases in NOI and FFO as previously described.
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Cash Flows from Investing Activities

Cash used in investing activities during the sixithe ended June 30, 2013 and 2012 consisted plynofigash paid for our
investments in real estate ( $283.6 million and%$&%nillion in 2013 and 2012 , respectively), inveents in loans receivable and other
( $32.3 million and $27.3 million in 2013 and 202spectively), capital expenditures ( $32.5 milland $23.8 million in 2013 and 2012 ,
respectively) and development project expenditgf48.3 million and $60.6 million in 2013 and 20l2spectively). These uses were
partially offset by proceeds from loans receivg(#$218.0 million and $33.2 million in 2013 and 2QI2spectively), proceeds from real es
disposals ( $24.3 million and $8.8 million in 204:13d 2012 , respectively) and proceeds from sateaturity of marketable securities ( $5.5
million in 2013 ).

Cash Flows from Financing Activities

Cash used in/provided by financing activities dgrihe six months ended June 30, 2013 and 2012stedgirimarily of net proceeds
from the issuance of debt ( $918.5 million and $illBon in 2013 and 2012 , respectively) and netgeeds from the issuance of common
stock ($82.4 million and $342.5 million in 2013d52012 , respectively). These cash inflows wersaifby net payments made on our
unsecured revolving credit facility ( $280.9 milliand $88.7 million in 2013 and 2012 , respectiyalgbt repayments ( $685.5 million and
$645.7 million in 2013 and 2012 , respectivelystrdistributions to common stockholders, unithaddard noncontrolling interest parties
($399.6 million and $367.1 million in 2013 and 20Trespectively), and payments for deferred fimancosts ( $13.0 million and $3.0
million in 2013 and 2012 , respectively).

Capital Expenditures

The terms of our triple-net leases generally oldigaur tenants to pay all capital expenditures &y to maintain and improve our
triple-net leased properties. From time to timeyé&eer, we may fund the capital expenditures fortapte-net leased properties through lo
to the tenants or advances, which in certain casgsincrease the amount of rent payable with reédpetbe properties. After the terms of the
triple-net leases expire, or in the event thattenants are unable or unwilling to meet their datligns under those leases, we would expect to
fund any capital expenditures for which we may Ipeeagesponsible with cash flows from operationshooigh additional borrowings.

With respect to our senior living operations and Bl@perations reportable business segments, we etlfcapital expenditures will
be funded by the cash flows from the propertiethmugh additional borrowings. To the extent thadnticipated expenditures or significant
borrowings are required, our liquidity may be aféetadversely. Our ability to borrow additional isnmay be restricted in certain
circumstances by the terms of the instruments gonvgrour outstanding indebtedness.

We are party to certain agreements that obligate develop healthcare or seniors housing propgeriibe construction of these
properties is funded through capital provided bynd, in some circumstances, our joint venturengast As of June 30, 2013 , four projects
were in various stages of development pursuariteset agreements. Through June 30, 2013 , we hasdedi$41.7 million of our estimated
total commitment over the projected developmenioplef $60.0 million to $80.0 million ) toward thepeojects.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The following discussion of our exposure to variowarket risks contains forward-looking statemehé tnvolve risks and
uncertainties. These projected results have bespaped utilizing certain assumptions consideredamable in light of information currently
available to us. Nevertheless, because of the émh&mnpredictability of interest rates as well Hweofactors, actual results could differ
materially from those projected in such forwardKimg information.

We are exposed to market risk related to changesdrest rates on borrowings under our unsecureolving credit facility and our
unsecured term loans, certain of our mortgage ltdzatsare floating rate obligations, mortgage lo@t®ivable that bear interest at floating
rates and marketable debt securities. These maskstresult primarily from changes in LIBOR ratgsprime rates. We continuously moni
our level of floating rate debt with respect tcatatebt and other factors, including our assesswoferirrent and future economic conditions.

For fixed rate debt, interest rate fluctuationsegally affect the fair value, but do not impact earnings or cash flows. Therefore,
interest rate risk does not have a significant ichpa our fixed rate debt obligations until suchigdtions mature or until we elect to prepay
and refinance such obligations. If interest rategetrisen at the time our fixed rate debt maturés cefinanced, our future earnings and cash
flows could be adversely affected by additionalrbaing costs. Conversely, lower interest ratefattime of maturity or refinancing may
lower our overall borrowing costs.
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To highlight the sensitivity of our fixed rate ddbtchanges in interest rates, the following sunynsaiows the effects of a hypothetical
instantaneous change of 100 basis points (“BPSiHtarest rates as of June 30, 2013 and Decemb@032 :

As of June 30, 2013 As of December 31, 2012
(In thousands)

Gross book value $ 7,002,161 $ 6,522,29!
Fair value (1) 7,115,90: 6,936,84!
Fair value reflecting change in interest rates (1):

-100 BPS 7,411,91! 7,164,161
+100 BPS 6,730,64. 6,559,94!

(1) The change in fair value of our fixed rate debt was primarily to senior note issuances and repaysrmaade in 201

The table below sets forth certain information witpect to our debt, excluding premiums, discoantscapital lease obligations.

As of June 30, 2013 As of December 31, 2012

(Dollars in thousands)

As of June 30, 2012

Balance:
Fixed rate:

Senior notes and other
Mortgage loans and other (1)
Variable rate:
Unsecured revolving credit facility
Unsecured term loans
Mortgage loans and other (1)
Total
Percentage of total debt:
Fixed rate:
Senior notes and other
Mortgage loans and other
Variable rate:
Unsecured revolving credit facility
Unsecured term loans
Mortgage loans and other
Total

Weighted average interest rate at end of period:

Fixed rate:

Senior notes and other

Mortgage loans and other
Variable rate:

Unsecured revolving credit facility

Unsecured term loans

Mortgage loans and other

Total

4,568,54. $ 4,079,64. $ 3,152,59:

2,433,61 2,442,65. 2,528,79i

259,61¢ 540,72° 366,99:

678,30t 685,33t 502,37

422,62 437,95 409,96

8,362,70¢ $ 8,186,31! % 6,960,71!
54.€% 49.8% 45.%

29.1 29.¢ 36.8

3.1 6.€ 5.2

8.1 8.4 7.2

5.1 5.4 5.9
100.(% 100.(% 100.(%
3.&% 4.C% 4.€%

6.C 6.1 6.1

1.8 1.t 14

1.€ 1.6 1.7

1.8 1.8 1.¢

4.1 4.1 4.€

(1) In July 2013, we repaid in full approximately $12@illion of the mortgage loans outstanding asurfeJ30, 201.

The variable rate debt in the table above refleotpart, the effect of $154.4 million notional aomb of interest rate swaps with a
maturity of March 21, 2016 that effectively convixed rate debt to variable rate debt. In addititre fixed rate debt in the table above
reflects, in part, the effect of $60.7 million rmtal amount of interest rate swaps with maturities

57




ranging from March 2, 2015 to April 1, 2019, in barase that effectively convert variable rate delfixed rate debt. The decrease in our
outstanding variable rate debt at June 30, 2013eaoed to December 31, 2012 is primarily attribugablthe repayment of borrowings
outstanding under our unsecured revolving creditifg. Pursuant to the terms of certain leasefwite of our tenants, if interest rates
increase on certain variable rate debt that we kztaéing $80.0 million as of June 30, 2013 , amdnt is required to pay us additional rent
(on a dollar-for-dollar basis) in an amount equoahie increase in interest expense resulting flomiricreased interest rates. Therefore, the
increase in interest expense related to this dedqually offset by an increase in additional daré to us from the tenant. Assuming a 100
basis point increase in the weighted average isiteate related to our variable rate debt and asgunmo change in our variable rate debt
outstanding as of June 30, 2013, interest explens®13 would increase by approximately $13.5ionill, or $0.05 per diluted common
share. The fair value of our fixed and variable @bt is based on current interest rates at wiécbould obtain similar borrowings.

As of June 30, 2013 and December 31, 2012 , ont ya&inture and operating partners’ aggregate sifamal debt was $181.6 million
and $174.7 million respectively, with respect to certain propertiesowned through consolidated joint ventures andparating partnershi
Total debt does not include our portion of debated to investments in unconsolidated entitiesclvinas $91.1 million and $92.8 million as
of June 30, 2013 and December 31, 2012 , respéctive

As of June 30, 2013 and December 31, 2012 , thevdhie of our secured and unsecured loans redeiviaéised on our estimates of
currently prevailing rates for comparable loanss %495.8 million and $701.9 million , respectively.

We are subject to fluctuations in U.S. and Canadiarency exchange rates that may, from time te tiaffect our financial condition
and results of operations. Increases or decreaghs value of the Canadian dollar relative toth®. dollar impact the amount of net income
we earn from our 12 seniors housing communiti€Sanada. Based solely on our results for the sixthsoanded June 30, 2013, if the
Canadian dollar exchange rate were to increaseaedse by $0.10, our net income from these contrasimvould decrease or increase, as
applicable, by less than $0.1 million for the sixonth period. If we increase our international pre through investments in, or acquisitions
or development of, seniors housing or healthcasetasutside the United States, we may also dégittansact additional business or borrow
funds under our unsecured revolving credit facilitgurrencies other than U.S. or Canadian dolaithough we may decide to pursue
hedging alternatives (including additional borrogsrn local currencies) to protect against foraigrrency fluctuations, we cannot assure
that any such fluctuations will not have a MateAdverse Effect on us.

In the future, we may engage in hedging strategi@sanage our exposure to market risks, dependirananalysis of the interest rate
and foreign currency exchange rate environmentdtadosts and risks of such strategies. Howeverdawmnot use derivative financial
instruments for speculative purposes.

ITEM 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

As required by Rules 13a-15(b) and 15d-15(b) offkehange Act, our management, with the partiogmatif our Chief Executive
Officer and Chief Financial Officer, has evaluatkd effectiveness of our disclosure controls amt@dures as of June 30, 2013 . Based on
that evaluation, our Chief Executive Officer andeZtrinancial Officer concluded that our disclosamntrols and procedures (as defined in
Rules 13a-15(e) and 15d-15(e) under the Exchangjewkee effective as of June 30, 2013, at thearealsle assurance level.

Internal Control Over Financial Reporting

During the second quarter of 2013 , there werehamges in our internal control over financial reajpgr (as defined in Rules 13a-15(f)
and 15d-15(f) under the Exchange Act) that haveeriadly affected, or are reasonably likely to mathy affect, our internal control over
financial reporting.
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PART [I—OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

The information contained in “Note 11—Litigationf the Notes to Consolidated Financial Statemenrttsidted in Part I, Item 1 of this

Quarterly Report on Form 10-Q is incorporated bgnence into this Item 1. Except as set forth timethere have been no new material legal

proceedings and no material developments in thel [@@ceedings reported in our Annual Report omFd8-K for the year ended
December 31, 2012 .

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

The table below summarizes repurchases of our canstozk made during the three months ended Juri2033, :

Number of Shares Average Price
Repurchased (1) Per Share
April 1 through April 30 154 % 76.1F
May 1 through May 31 3,74( 82.91]

June 1 through June 30 — —

(1) Repurchases represent shares withheld tog)agxXes on the vesting of restricted stock orritet] stock units or on the exercise of
options granted to employees under our 2006 Ineemtian or 2012 Incentive Plan or under the Natidewealth Properties, Inc.
(“NHP™) 2005 Performance Incentive Plan and assubyeds in connection with our acquisition of NHP(by the exercise price of
options granted to employees under the NHP 200fafPesince Incentive Plan and assumed by us in coionewith our acquisition
of NHP. The value of the shares withheld is thesiclg price of our common stock on the date theingsir exercise occurred (or, if
not a trading day, the immediately preceding trgdlay) or the fair market value of our common statkhe time of exercise, as the
case may be.
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ITEM 6. EXHIBITS

Exhibit
Number Description of Document Location of Document
12.1 Statement Regarding Computation of Ratios of Egin Fixed Charges. Filed herewith.

31.1 Certification of Debra A. Cafaro, Chairman and Cliigecutive Officer, pursuant to Rule 13aFiled herewith.
14(a) under the Securities Exchange Act of 1934naanded.

31.z Certification of Richard A. Schweinhart, ExecutMi&e President and Chief Financial Officerf-iled herewith.
pursuant to Rule 13a-14(a) under the Securitieh&xge Act of 1934, as amended.

32.1 Certification of Debra A. Cafaro, Chairman and Cligecutive Officer, pursuant to Rule 13aFiled herewith.
14(b) under the Securities Exchange Act of 1934maended, and 18 U.S.C. § 1350.

32.2 Certification of Richard A. Schweinhart, ExecutMiEe President and Chief Financial OfficerfFiled herewith.
pursuant to Rule 13a-14(b) under the Securitieh&mge Act of 1934, as amended, and 18
U.S.C. § 1350.

101 Interactive Data File. Filed herewith.
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causiscRéport to be signed on its bef
by the undersigned, thereunto duly authorized.

Date: July 26, 2013

VENTAS, INC.
By: /s DEBRA A. CAFARO
Debra A. Cafaro
Chairman and
Chief Executive Officer
By: /s/ RICHARD A. SCHWEINHART

Richard A. Schweinhart
Executive Vice President and
Chief Financial Officer
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12.1 Statement Regarding Computation of Ratios of Egsin Fixed Charges. Filed herewith.

31.1 Certification of Debra A. Cafaro, Chairman and Cligecutive Officer, pursuant to Rule 13aFiled herewith.
14(a) under the Securities Exchange Act of 1934nasnded.

31.z Certification of Richard A. Schweinhart, ExecutMi&e President and Chief Financial Officerf-iled herewith.
pursuant to Rule 13a-14(a) under the Securitieh&mge Act of 1934, as amended.

32.1 Certification of Debra A. Cafaro, Chairman and Cliigecutive Officer, pursuant to Rule 13aFiled herewith.
14(b) under the Securities Exchange Act of 1934nasnded, and 18 U.S.C. § 1350.

32.2 Certification of Richard A. Schweinhart, ExecutMiEe President and Chief Financial OfficerfFiled herewith.
pursuant to Rule 13a-14(b) under the Securitieh&mxge Act of 1934, as amended, and 18
U.S.C. § 1350.

101 Interactive Data File. Filed herewith.

62



Exhibit 12.1

STATEMENT REGARDING COMPUTATION OF RATIOS OF EARNIN GS TO FIXED

CHARGES
For the Six Months

(dollars in thousands) Ended June 30, 2013

Income before income from unconsolidated entiirsyme taxes,

discontinued operations and noncontrolling interest $ 240,75(
Interest expense

Senior notes payable and other debt 162,45
Distributions from unconsolidated entities 3,72
Earnings $ 406,92
Interest

Senior notes payable and other debt expense $ 162,45.

Interest capitalized 494
Fixed charges $ 162,94t

Ratio of Earnings to Fixed Charges 2.5(




Exhibit 31.1
I, Debra A. Cafaro, certify that:

1. I have reviewed this Quarterly Report on ForrQL6f Ventas, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or emnéttate a material fact necessary to
make the statements made, in light of the circuntsts.under which such statements were made, nistadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant's other certifying officer(s) drate responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and proesgar caused such disclosure controls and proesdoibe designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrihe period in which this report is being prepared

(b) Designed such internal control over finanoggdorting, or caused such internal control oveatditial reporting to be designed under
our supervision, to provide reasonable assuramgadiang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the registrantslassire controls and procedures and presentedsimetport our conclusions about |
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation;
and

(d) Disclosed in this report, any change in thggsteant's internal control over financial repogtithat occurred during the registrant's
most recent fiscal quarter (the registrant's fofisttal quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportinggdan

5. The registrant's other certifying officer(s) drithve disclosed, based on our most recent evafuaf internal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting, which are
reasonably likely to adversely affect the registeaability to record, process, summarize and rtefrwaincial information; and

(b) Any fraud, whether or not material, that inved management or other employees who have aisa@mtifole in the registrant's
internal control over financial reporting.

Date: July 26, 2013

/sl DEBRA A. CAFARO

Debra A. Cafaro
Chairman and Chief Executive Officer




Exhibit 31.2

[, Richard A. Schweinhart, certify that:

1. I have reviewed this Quarterly Report on ForrQL6f Ventas, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntsts.under which such statements were made, nistadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant's other certifying officer(s) drate responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and proesgar caused such disclosure controls and proesdoibe designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrihe period in which this report is being prepared

(b) Designed such internal control over finanoggdorting, or caused such internal control oveatditial reporting to be designed under
our supervision, to provide reasonable assuramgadiang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the registrantslassire controls and procedures and presentedsimetport our conclusions about |
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation;
and

(d) Disclosed in this report, any change in thggsteant's internal control over financial repogtithat occurred during the registrant's
most recent fiscal quarter (the registrant's fofisttal quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportinggdan

5. The registrant's other certifying officer(s) drthve disclosed, based on our most recent evatuaf internal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting, which are
reasonably likely to adversely affect the registeaability to record, process, summarize and rtefrwaincial information; and

(b) Any fraud, whether or not material, that inved management or other employees who have aisa@mtifole in the registrant's
internal control over financial reporting.

Date: July 26, 2013

/s/ RICHARD A. SCHWEINHART

Richard A. Schweinhart
Executive Vice President and Chief Financial Office




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ@f Ventas, Inc. (the "Company") for the periodied June 30, 2013as filed witt
the Securities and Exchange Commission on thelsatof (the "Report"), |, Debra A. Cafaro, Chairnaandl Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. § 135Gdpted pursuant to 8 906 of the Sarbanes-Oxley®2002, that:

(1) The Report fully complies with the requirerteeaf section 13(a) or 15(d) of the Securities Exae Act of 1934; and

(2) The information contained in the Report fajpptesents, in all material respects, the finanmadition and results of operatic
of the Company.

Date: July 26, 2013

/s/ DEBRA A. CAFARO

Debra A. Cafaro
Chairman and Chief Executive Officer

A signed original of this written statement reqdil®y Section 906 has been provided to the Compadyné| be retained by the
Company and furnished to the Securities and Exah&@ammission or its staff upon request.



Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ@f Ventas, Inc. (the "Company") for the periodied June 30, 2013as filed witt
the Securities and Exchange Commission on thelsatof (the "Report"), I, Richard A. SchweinhartgEutive Vice President and Chief
Financial Officer of the Company, certify, pursutmtl8 U.S.C. § 1350, as adopted pursuant to 9@t Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirerteeaf section 13(a) or 15(d) of the Securities e Act of 1934; and

(2) The information contained in the Report fajpptesents, in all material respects, the finanmadition and results of operatic
of the Company.

Date: July 26, 2013

/s/ RICHARD A. SCHWEINHART

Richard A. Schweinhart
Executive Vice President and Chief Financial Office

A signed original of this written statement reqdil®y Section 906 has been provided to the Compadyné| be retained by the
Company and furnished to the Securities and Exah&@ammission or its staff upon request.



