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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements
 
CONSOLIDATED BALANCE SHEETS
HEALTH CARE REIT, INC. AND SUBSIDIARIES
 
     March 31,  December 31
     2013  2012 
      (Unaudited)  (Note)
          

Assets  (In thousands)
Real estate investments:       
 Real property owned:       
  Land and land improvements  $  1,592,792  $  1,
  Buildings and improvements    17,814,940    15,
  Acquired lease intangibles    811,495    
  Real property held for sale, net of accumulated depreciation    36,096    
  Construction in progress    86,820    
   Gross real property owned    20,342,143    18,
  Less accumulated depreciation and amortization    (1,739,767)    (1,5
   Net real property owned    18,602,376    16,
 Real estate loans receivable    276,876    
 Net real estate investments    18,879,252    17,
Other assets:       
  Equity investments    781,792    
  Goodwill    68,321   
  Deferred loan expenses    73,735   
  Cash and cash equivalents    269,842    1,
  Restricted cash    225,360    
  Receivables and other assets    490,670    
   Total other assets    1,909,720    2,
Total assets  $  20,788,972  $  19,

           

Liabilities and equity       

Liabilities:       
  Borrowings under unsecured line of credit arrangement  $  710,000  $
  Senior unsecured notes    6,610,873    6,
  Secured debt    2,452,495    2,
  Capital lease obligations    80,560   
  Accrued expenses and other liabilities    518,170    
Total liabilities    10,372,098    8,
Redeemable noncontrolling interests    33,727     
Equity:       
  Preferred stock    1,022,917    1,
  Common stock    261,249    
  Capital in excess of par value    10,599,290    10,
  Treasury stock    (21,238)    
  Cumulative net income    2,256,479    2,
  Cumulative dividends    (3,910,727)    (3,6
  Accumulated other comprehensive income (loss)    (33,091)    
  Other equity    5,893   
   Total Health Care REIT, Inc. stockholders’ equity    10,180,772    10,
  Noncontrolling interests    202,375    
Total equity    10,383,147    10,

Total liabilities and equity  $  20,788,972  $  19,

 
NOTE: The consolidated balance sheet at December 31, 2012 has been derived from the audited financial statements at that date but does not include all of the information and footnotes required by U.S. gene
accepted accounting principles for complete financial statements.
 

See notes to unaudited consolidated financial statements
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (UNAUDITED)
HEALTH CARE REIT, INC. AND SUBSIDIARIES
   Three Months Ended
   March 31,
   2013  2012 
        
   (In thousands, except per share data)
Revenues:      
 Rental income  $  296,834  $  2
 Resident fees and services   327,324    1
 Interest income   9,057   
 Other income   700   
  Total revenues   633,915    4
Expenses:      
 Interest expense   110,289    
 Property operating expenses   253,354    1
 Depreciation and amortization   187,099    1
 General and administrative   27,179    
 Transaction costs   65,980   
 Loss (gain) on derivatives, net   2,309   
 Loss (gain) on extinguishment of debt, net   (308)   
  Total expenses   645,902    3
Income (loss) from continuing operations before income taxes      
 and income from unconsolidated entities   (11,987)    
Income tax (expense) benefit   (2,763)    
Income from unconsolidated entities   2,262   
Income (loss) from continuing operations   (12,488)    
Discontinued operations:      
 Gain (loss) on sales of properties, net   82,492   
 Income (loss) from discontinued operations, net   1,795   
  Discontinued operations, net   84,287   
Net income   71,799    
Less: Preferred stock dividends   16,602    
Less: Net income (loss) attributable to noncontrolling interests(1)   139    
Net income (loss) attributable to common stockholders $  55,058  $  

        
Average number of common shares outstanding:      
 Basic   260,036    1
 Diluted   260,036    2
        
Earnings per share:      
 Basic:      
 Income (loss) from continuing operations      
  attributable to common stockholders $  (0.11)  $
 Discontinued operations, net   0.32   
 Net income (loss) attributable to common stockholders* $  0.21  $

        
 Diluted:      
 Income (loss) from continuing operations      
  attributable to common stockholders $  (0.11)  $
 Discontinued operations, net   0.32   
 Net income (loss) attributable to common stockholders* $  0.21  $

        
Dividends declared and paid per common share $  0.765  $

      
        
* Amounts may not sum due to rounding
(1) Includes amounts attributable to redeemable noncontrolling interests.

See notes to unaudited consolidated financial statements
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (UNAUDITED)
HEALTH CARE REIT, INC. AND SUBSIDIARIES
 
    Three Months Ended March 31,
    2013  2012 
    (in thousands)
       
Net income  $  71,799  $  
          
Other comprehensive income (loss):       
 Unrecognized gain/(loss) on equity investments    172   
 Change in net unrealized gains (losses) on cash flow hedges:       
  Unrealized gain/(loss)    471   
 Foreign currency translation gain/(loss)    (22,706)   
Total other comprehensive income (loss)    (22,063)   
         
Total comprehensive income    49,736    
Total comprehensive income attributable to noncontrolling interests(1)    139    
Total comprehensive income attributable to stockholders  $  49,875  $  

       
         

(1) Includes amounts attributable to redeemable noncontrolling interests.
 

See accompanying notes
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CONSOLIDATED STATEMENTS OF EQUITY (UNAUDITED)
HEALTH CARE REIT, INC. AND SUBSIDIARIES
(in thousands)
 Three Months Ended March 31, 2013

               Accumulated       
       Capital in       Other      
   Preferred Common Excess of Treasury Cumulative Cumulative Comprehensive Other Noncontrolling  
   Stock Stock Par Value Stock Net Income Dividends Income (Loss) Equity Interests To

Balances at beginning of period $  1,022,917 $  260,396 $  10,543,690 $  (17,875) $  2,184,819 $  (3,694,579) $  (11,028) $  6,461 $  225,718 $  

Comprehensive income:                     

 Net income (loss)           71,660         560  

 Other comprehensive income               (22,063)      

Total comprehensive income                    

Net change in noncontrolling interests                   (23,903)  

Amounts related to issuance of common stock                     

 from dividend reinvestment and stock                     

 incentive plans, net of forfeitures     853   55,600   (3,363)         (862)    

Option compensation expense                 294    

Cash dividends paid:                     

 Common stock cash dividends             (199,546)        

 Preferred stock cash dividends             (16,602)        

Balances at end of period $  1,022,917 $  261,249 $  10,599,290 $  (21,238) $  2,256,479 $  (3,910,727) $  (33,091) $  5,893 $  202,375 $  

                       

   Three Months Ended March 31, 2012

               Accumulated       
       Capital in       Other      
   Preferred Common Excess of Treasury Cumulative Cumulative Comprehensive Other Noncontrolling  
   Stock Stock Par Value Stock Net Income Dividends Income (Loss) Equity Interests To

Balances at beginning of period $  1,010,417 $  192,299 $  7,019,714 $  (13,535) $  1,896,806 $  (2,972,129) $  (11,928) $  6,120 $  153,883 $

Comprehensive income:                     

 Net income (loss)           58,514         (678)  

 Other comprehensive income               286      

Total comprehensive income                    

Net change in noncontrolling interests       874             4,428  

Amounts related to issuance of common stock                     

 from dividend reinvestment and stock                     

 incentive plans, net of forfeitures     530   35,546   (3,730)         (294)    

Proceeds from issuance of common stock     20,700   1,042,038              

Proceeds from issuance of preferred stock   287,500     (9,599)              

Option compensation expense                 1,382    

Cash dividends paid:                     

 Common stock cash dividends             (142,919)        

 Preferred stock cash dividends             (19,207)        

Balances at end of period $  1,297,917 $  213,529 $  8,088,573 $  (17,265) $  1,955,320 $  (3,134,255) $  (11,642) $  7,208 $  157,633 $

 
See notes to unaudited consolidated financial statements
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CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
HEALTH CARE REIT, INC. AND SUBSIDIARIES
    Three Months Ended
     March 31,
     2013  2012 
Operating activities  (In thousands)
Net income  $  71,799  $  
Adjustments to reconcile net income to       
 net cash provided from (used in) operating activities:       
  Depreciation and amortization    187,122    1
  Other amortization expenses    4,194   
  Stock-based compensation expense    10,508   
  Loss (gain) on derivatives, net    2,309   
  Loss (gain) on extinguishment of debt, net    (308)   
  Income from unconsolidated entities   (2,262)    
  Rental income in excess of cash received    (2,538)    (1
  Amortization related to above (below) market leases, net    172   
  Loss (gain) on sales of properties, net    (82,492)   
  Distributions by unconsolidated entities  -   
  Increase (decrease) in accrued expenses and other liabilities    18,276    
  Decrease (increase) in receivables and other assets    (6,972)    (1
Net cash provided from (used in) operating activities    199,808    1
          

Investing activities       
 Investment in real property, net of cash acquired    (1,850,578)    (57
 Capitalized interest    (1,606)    
 Investment in real estate loans receivable    (11,971)    (1
 Other investments, net of payments    (1,978)    
 Principal collected on real estate loans receivable    49,926   
 Contributions to unconsolidated entities    (359,575)   
 Distributions by unconsolidated entities    9,916   
 Proceeds from (payments on) derivatives    (2,604)   
 Increase in restricted cash    (94,840)    (1
 Proceeds from sales of real property    294,607    
Net cash provided from (used in) investing activities    (1,968,703)    (53
          

Financing activities       
 Net increase (decrease) under unsecured lines of credit arrangements    710,000    (60
 Proceeds from issuance of senior unsecured notes    497,862   
 Payments to extinguish senior unsecured notes   -   
 Net proceeds from the issuance of secured debt   -    1
 Payments on secured debt    (18,931)    (4
 Net proceeds from the issuance of common stock    45,377    1,0
 Net proceeds from the issuance of preferred stock   -    2
 Decrease (increase) in deferred loan expenses    (9,650)    
 Contributions by noncontrolling interests(1)   1,420   
 Distributions to noncontrolling interests(1)   (4,522)    
 Cash distributions to stockholders    (216,148)    (16
 Other financing activities   (992)   
Net cash provided from (used in) financing activities    1,004,416    6
Effect of foreign currency translation on cash and cash equivalents   557   
Increase (decrease) in cash and cash equivalents    (763,922)    3
Cash and cash equivalents at beginning of period    1,033,764    1
Cash and cash equivalents at end of period  $  269,842  $  4

         
Supplemental cash flow information:      
 Interest paid $  99,202  $  
 Income taxes paid   920   

      
(1)     Includes amounts attributable to redeemable noncontrolling interests.

See notes to unaudited consolidated financial statements
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HEALTH CARE REIT, INC.

  NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
 

1. Business
 
     Health Care REIT, Inc., an S&P 500 company with headquarters in Toledo, Ohio, is an equity real estate investment trust (“REIT”) that invests in seniors housing 
health care real estate. Our full service platform offers property management and development services to our customers. As of March 31, 2013, our diversified portfo
consisted of 1,133 properties in 46 states, the United Kingdom, and Canada.  Founded in 1970, we were the first real estate investment trust to invest exclusively in he
care facilities.
 
2. Accounting Policies and Related Matters

Basis of Presentation

      The accompanying unaudited consolidated financial statements have been prepared in accordance with U.S. generally accepted accounting principles (“U.S. GAA
for interim financial information and with instructions to Quarterly Report on Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all of th
information and footnotes required by U.S. GAAP for complete financial statements. In the opinion of management, all adjustments (consisting of normal recurring
accruals) considered necessary for a fair presentation have been included. Operating results for the three months ended March 31, 2013 are not necessarily an indicati
the results that may be expected for the year ending December 31, 2013. For further information, refer to the financial statements and notes thereto included in our An
Report on Form 10-K for the year ended December 31, 2012.

New Accounting Standards      

     In February 2013, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) No. 2013-02, “Comprehensive Income (Top
220): Reporting of Amounts Reclassified Out of Accumulated Other Comprehensive Income” (“ASU 2013-02”), which requires companies to provide information ab
the amounts that are reclassified out of accumulated other comprehensive income by component. Additionally, companies are required to present significant amounts
reclassified out of accumulated other comprehensive income by the respective line items of net income. The amendment to authoritative guidance associated with
comprehensive income was effective for the Company on January 1, 2013. The adoption of this guidance did not have a material impact on our unaudited consolidate
financial statements.
 
3. Real Property Acquisitions and Development

     The total purchase price for all properties acquired has been allocated to the tangible and identifiable intangible assets, liabilities and noncontrolling interests based
their respective fair values in accordance with our accounting policies. The results of operations for these acquisitions have been included in our consolidated results o
operations since the date of acquisition and are a component of the appropriate segments.  Transaction costs primarily represent costs incurred with property acquisiti
including due diligence costs, fees for legal and valuation services and termination of pre-existing relationships computed based on the fair value of the assets acquire
lease termination fees and other acquisition-related costs.  During the three months ended March 31, 2013, we finalized our purchase price allocation of certain previo
reported acquisitions and there were no material changes from those previously disclosed.
 
     Seniors Housing Triple-net Activity
 
  Three Months Ended
  March 31, 2013(1) March 31, 2012

  (in thousands)
Land and land improvements  $  8,533  $  5,950 
Buildings and improvements    47,993    89,333 
 Total assets acquired    56,526    95,283 
Accrued expenses and other liabilities     -    (232) 
 Cash disbursed for acquisitions    56,526    95,051 
Construction in progress additions    23,946    38,467 
Less: Capitalized interest    (1,227)    (1,242) 
Cash disbursed for construction in progress    22,719     37,225 
Capital improvements to existing properties    8,336    9,948 
 Total cash invested in real property, net of cash acquired  $  87,581  $  142,224 

        
        

(1) Includes acquisitions with an aggregate purchase price of $56,526,000 for which the allocation of the purchase price consideration is preliminary and subject to change.
 
     Seniors Housing Operating Activity
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HEALTH CARE REIT, INC.

  NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
 

     Acquisitions of seniors housing operating properties are structured under RIDEA, which is described in Note 18.  This structure results in the inclusion of all resid
revenues and related property operating expenses from the operation of these qualified health care properties in our consolidated statements of comprehensive income
Certain of our subsidiaries’ functional currencies are the local currencies of their respective countries. See Note 2 to the financial statements included in our Annual R
on Form 10-K for the year ended December 31, 2012 for information regarding our foreign currency policies.
 
  Three Months Ended  
  March 31, 2013(2) March 31, 2012  

   (In thousands)  
Land and land improvements  $  216,949  $  18,980  
Building and improvements    2,074,770    174,467  
Acquired lease intangibles    142,054    16,656  
Restricted cash    22,863    -  
Receivables and other assets    3,225    1,182  
  Total assets acquired(1)    2,459,861    211,285  
Secured debt    (138,259)    -  
Accrued expenses and other liabilities     (31,302)    (1,649)  
 Total liabilities assumed    (169,561)    (1,649)  
Noncontrolling interests    (4,868)    (2,054)  
Non-cash acquisition related activity(3)    (555,562)    -  
 Cash disbursed for acquisitions    1,729,870    207,582  
Construction in progress additions    235    -  
Less: Capitalized interest    (2)    -  
Cash disbursed for construction in progress    233     -  
Capital improvements to existing properties    10,604    3,040  
 Total cash invested in real property, net of cash acquired  $  1,740,707  $  210,622  
        
         

(1) Excludes $51,803,000 and $1,619,000 of cash acquired during the three months ended March 31, 2013 and 2012, respectively.
(2) Includes acquisitions with an aggregate purchase price of $2,819,436,000 for which the allocation of the purchase price consideration is preliminary and subject to change.
(3) Represents Sunrise loan and noncontrolling interests acquisitions.  
 
     Sunrise Merger
 
     In August 2012, we entered into an Agreement and Plan of Merger (the “Merger Agreement”) with Sunrise Senior Living, Inc. (“Sunrise”), pursuant to which we 
to acquire Sunrise in an all-cash merger (the “Merger”) in which Sunrise stockholders would receive $14.50 in cash for each share of Sunrise common stock. On Jan
2013, we completed our acquisition of the Sunrise property portfolio.  The Sunrise Merger advances our strategic vision to own higher-end, private pay properties loc
major metropolitan markets.  As of March 31, 2013, 71 properties are wholly owned and 54 properties are held in unconsolidated entities (see Note 7 for add
information). The total estimated purchase price of approximately $2,763,336,000, including approximately $2,041,893,000 of cash consideration has been allocate
preliminary basis to the tangible and identifiable intangible assets and liabilities in the table above based on respective fair values in accordance with our acco
policies. We funded the cash consideration and other associated costs of the acquisition from cash on-hand as well as draws on our primary unsecured line of cre
unsecured term loan (see Notes 9 and 10 for additional information).
 
     Subsequent to the date of acquisition, we recognized $112,093,000 of revenues and $36,901,000 of net operating income from continuing operations related
Sunrise portfolio during the three months ended March 31, 2013.  In addition, we incurred $63,779,000 of transaction costs, which include advisory fees, due di
costs, severances, and fees for legal and valuation services.  These amounts are included in the seniors housing operating results reflected in Note 17.
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HEALTH CARE REIT, INC.

  NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
 

 

The following unaudited pro forma consolidated results of operation have been prepared as if the Sunrise merger had occurred as of January 1, 2012 based 
preliminary purchase price allocations discussed above. Amounts are in thousands, except per share data:
 
   Three Months Ended
   March 31,  March 31,
   2013  2012 
Revenues  $  647,269  $  5
Income (loss) from continuing operations attributable to common stockholders  $  (30,479)  $  
Income (loss) from continuing operations attributable to common stockholders per share:       
 Basic  $  (0.12)  $
 Diluted  $  (0.12)  $
 

     Medical Facilities Activity
 
  Three Months Ended  
  March 31, 2013  March 31, 2012  

   (In thousands)  
Land and land improvements  $  -  $  9,509  
Buildings and improvements    -    320,481  
Acquired lease intangibles    -    39,619  
Receivables and other assets    -    4,158  
  Total assets acquired    -     373,767  
Secured debt    -    (172,856)  
Accrued expenses and other liabilities    -    (9,255)  
 Total liabilities assumed    -      (182,111)  
 Cash disbursed for acquisitions   -    191,656  
Construction in progress additions    35,139    40,557  
Less: Capitalized interest    (377)    (1,178)  
 Accruals(1)    (17,661)    (20,752)  
Cash disbursed for construction in progress    17,101     18,627  
Capital improvements to existing properties    5,189    7,071  
 Total cash invested in real property  $  22,290  $  217,354  
        
         

(1) Represents non-cash accruals for amounts to be paid in future periods relating to properties that converted in the periods noted above.
 
 
     Construction Activity
 
     The following is a summary of the construction projects that were placed into service and began generating revenues during the periods presented (in thousands):
 
    Three Months Ended
    March 31, 2013  March 31, 2012
 Development projects:         
  Seniors housing triple-net    $  67,317   $  
  Medical facilities     60,536     
  Total development projects     127,853     1
 Expansion projects     7,631    
Total construction in progress conversions    $  135,484   $  1
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HEALTH CARE REIT, INC.

  NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
 

4. Real Estate Intangibles
 
     The following is a summary of our real estate intangibles, excluding those classified as held for sale, as of the dates indicated (dollars in thousands):
 

   March 31, 2013  December 31, 2012
Assets:        
 In place lease intangibles   $  678,368  $  5
 Above market tenant leases     56,024    
 Below market ground leases     61,461    
 Lease commissions     15,642    
 Gross historical cost     811,495    6
 Accumulated amortization     (315,229)    (25
 Net book value   $  496,266  $  4
         
 Weighted-average amortization period in years    13.7   
         
Liabilities:        
 Below market tenant leases   $  77,058  $  
 Above market ground leases     9,490   
 Gross historical cost     86,548    
 Accumulated amortization     (29,652)    (2
 Net book value   $  56,896  $  
         
 Weighted-average amortization period in years    14.2   
 
     The following is a summary of real estate intangible amortization for the periods presented (in thousands):

 
  Three Months Ended
  March 31,
   2013  2012 

Rental income related to above/below market tenant leases, net  $  148  $

Property operating expenses related to above/below market ground leases, net    (320)    

Depreciation and amortization related to in place lease intangibles and lease commissions    (50,576)    (27
 

     The future estimated aggregate amortization of intangible assets and liabilities is as follows for the periods presented (in thousands):
 
   Assets   Liabilities
2013  $  162,891  $
2014    91,723   
2015    29,373   
2016    23,039   
2017    23,504   
Thereafter    165,736    
Totals  $  496,266  $  
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HEALTH CARE REIT, INC.

  NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
 

5. Dispositions, Assets Held for Sale and Discontinued Operations

The following is a summary of our real property disposition activity for the periods presented (in thousands):
 
   Three Months Ended
   March 31, 2013  March 31, 2012
Real property dispositions:         
 Seniors housing triple-net   $  76,331   $
 Medical facilities     135,784     
 Total dispositions     212,115     
Add: Gain (loss) on sales of real property, net     82,492    
Proceeds from real property sales   $  294,607   $  

 
At March 31, 2013, $139,758,000 of sales proceeds is on deposit in an Internal Revenue Code Section 1031 exchange escrow account with a qualified intermediary.  W

have reclassified the income and expenses attributable to all properties sold prior to or held for sale at March 31, 2013 to discontinued operations.  Expenses include an
allocation of interest expense based on property carrying values and our weighted-average cost of debt.  The following illustrates the reclassification impact as a result of
classifying properties as discontinued operations for the periods presented (in thousands):
 

    Three Months Ended
    March 31,
   2013  2012 

Revenues:       
 Rental income  $  2,597  $  
Expenses:        
 Interest expense     445   
 Property operating expenses     334   
 Provision for depreciation     23   
Income (loss) from discontinued operations, net  $  1,795  $

 
6. Real Estate Loans Receivable

     The following is a summary of our real estate loan activity for the periods presented (in thousands):
 
   Three Months Ended
   March 31, 2013  March 31, 2012
   Seniors       Seniors     
   Housing  Medical     Housing  Medical   
   Triple-net  Facilities  Totals  Triple-net  Facilities  Tota
Advances on real estate loans receivable:                   
 Investments in new loans  $  416  $ -  $  416  $ -  $ -  $
 Draws on existing loans    10,271    1,284    11,555    10,467    194    

 Net cash advances on real estate loans    10,687    1,284    11,971    10,467    194    
Receipts on real estate loans receivable:                   
 Loan payoffs    42,865   -    42,865   -   -   
 Principal payments on loans    6,343    718    7,061    3,689    612   
 Total receipts on real estate loans    49,208    718    49,926    3,689    612   
Net advances (receipts) on real estate loans  $  (38,521)  $  566  $  (37,955)  $  6,778  $  (418)  $
 

We recorded no provision for loan losses during the three months ended March 31, 2013.  At March 31, 2013, we had real estate loans with outstanding balan
$4,230,000 on non-accrual status with an allowance for loan losses of $0.
 
7. Investments in Unconsolidated Entities
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HEALTH CARE REIT, INC.

  NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
 

     During the year ended December 31, 2010, we entered into a joint venture investment with Forest City Enterprises (NYSE:FCE.A and FCE.B). We acquired a 49%
interest in a seven-building life science campus located at University Park in Cambridge, Massachusetts, which is immediately adjacent to the campus of the Massach
Institute of Technology. At March 31, 2013, our investment of $174,692,000 is recorded as an investment in unconsolidated entities on the balance sheet.
 
     On December 31, 2010, we formed a strategic partnership with a national medical office building company whereby the partnership invested in 17 medical office
properties.  We own a controlling interest in 11 properties and consolidate them.  Consolidation is based on a combination of ownership interest and control of operati
decision-making authority.  We do not own a controlling interest in six properties and account for them under the equity method.  Our investment in the strategic partn
provides us access to health systems and includes development and property management resources.
 
     During the three months ended June 30, 2012, we entered into a joint venture (structured under RIDEA) with Chartwell Retirement Residences (TSX:CSH.UN). T
portfolio contains 42 properties in Canada, 39 of which are owned 50% by us and Chartwell, and three of which we wholly own. All properties are managed by Chart
At March 31, 2013, our investment of $223,134,000 in the 39 properties is recorded as an investment in unconsolidated entities on the balance sheet. The aggregate
remaining unamortized basis difference of our investment in this joint venture of $7,858,000 at March 31, 2013 is primarily attributable to transaction costs that will b
amortized over the weighted-average useful life of the related properties and included in the reported amount of income from unconsolidated entities.
 
     In conjunction with the Sunrise merger described in Note 3, we acquired joint venture interests in 54 properties and a 20% interest in a newly formed Sunrise
management company, which manages the entire property portfolio. At March 31, 2013, our investment of $359,575,000 is recorded as an investment in unconsolidat
entities on the balance sheet.
 
     The results of operations for these properties have been included in our consolidated results of operations from the date of acquisition by the joint ventures and are
reflected in our statements of comprehensive income as income or loss from unconsolidated entities. The following is a summary of our income from and investments
unconsolidated entities (dollars in thousands):
 

  March 31, 2013  Three Months Ended March 31,  Assets as of

  
Percentage
Ownership  Properties  2013 Income (loss)  

2012 Income
(loss)  March 31, 2013  

December 
2012

Seniors housing triple-
net(1)  10% to 49%   -  $  1,290  $  1  $  32,895  $  3
Seniors housing operating  33% to 50%   93    (1,548)    (330)    561,409    21
Medical facilities  36% to 49%   13    2,520    1,861    187,488    18
Total      $  2,262  $  1,532  $  781,792  $  43

                 
                 

(1) Asset amounts include an available-for-sale equity investment. See Note 16 for additional information.
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8. Credit Concentration

     The following table summarizes certain information about our credit concentration as of March 31, 2013 (dollars in thousands):
 
   Number of  Total  Percent of
Concentration by investment:(1)  Properties(2)  Investment(2)   Investment(3)

 Sunrise Senior Living    71  $  2,664,285  14%
 Genesis HealthCare    175    2,662,118  14%
 Merrill Gardens    48    1,075,791  6%
 Belmont Village    19    883,126  5%
 Benchmark Senior Living    36    836,346  4%
 Remaining portfolio    678    10,757,586  57%
 Totals    1,027  $  18,879,252  100%
_____________________
(1)     Genesis is in our seniors housing triple-net segment whereas the other top five relationships are in our seniors housing operating segment.
(2)     Excludes our share of investments in unconsolidated entities.  Please see Note 7 for additional information.
(3)     Investments with our top five relationships comprised 37% of total investments at December 31, 2012.
  
9. Borrowings Under Line of Credit Arrangements and Related Items

     At March 31, 2013, we had a $2,250,000,000 unsecured line of credit arrangement with a consortium of 29 banks.  We have an option to upsize the facility by up t
additional $1,000,000,000 through an accordion feature, allowing for the aggregate commitment of up to $3,250,000,000.  The arrangement also allows us to borrow 
$500,000,000 in alternate currencies.  The revolving credit facility is scheduled to expire March 31, 2017, but can be extended for an additional year at our option. 
Borrowings under the revolver are subject to interest payable in periods no longer than three months at either the agent bank’s prime rate of interest or the applicable m
over LIBOR interest rate, at our option (1.38% at March 31, 2013). The applicable margin is based on certain of our debt ratings and was 1.175% at March 31, 2013. 
addition, we pay a facility fee annually to each bank based on the bank’s commitment amount. The facility fee depends on certain of our debt ratings and was 0.225%
March 31, 2013. Principal is due upon expiration of the agreement.  In addition, at March 31, 2013, we had $10,000,000 outstanding in unsecured revolving demand n
bearing interest at 1.13%.

     The following information relates to aggregate borrowings under the unsecured line of credit arrangements for the periods presented (dollars in thousands):
 
   Three Months Ended March 31,
   2013  2012 
Balance outstanding at quarter end  $  710,000  $
Maximum amount outstanding at any month end  $  780,000  $  8
Average amount outstanding (total of daily         
 principal balances divided by days in period)  $  723,444  $  4
Weighted average interest rate (actual interest        
 expense divided by average borrowings outstanding)    1.38%  
 
10. Senior Unsecured Notes and Secured Debt
 
     We may repurchase, redeem or refinance convertible and non-convertible senior unsecured notes from time to time, taking advantage of favorable market conditio
when available. We may purchase senior notes for cash through open market purchases, privately negotiated transactions, a tender offer or, in some cases, through the
redemption of such securities pursuant to their terms.   The non-convertible senior unsecured notes are redeemable at our option, at any time in whole or from time to
in part, at a redemption price equal to the sum of (1) the principal amount of the notes (or portion of such notes) being redeemed plus accrued and unpaid interest ther
to the redemption date and (2) any “make-whole” amount due under the terms of the notes in connection with early redemptions.   Redemptions and repurchases of de
any, will depend on prevailing market conditions, our liquidity requirements, contractual restrictions and other factors.  At March 31, 2013, the annual principal paym
due on these debt obligations were as follows (in thousands):
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 Senior  Secured    
 Unsecured Notes(1,2)  Debt (1,3)  Totals

2013 $  300,000    $  100,367  $  40
2014  -    278,237    27
2015 (4)   495,724    224,607    72
2016   1,200,000    328,865    1,52
2017   450,000    320,537    77
Thereafter   4,194,403    1,172,420    5,36
Totals $  6,640,127  $  2,425,033  $  9,06
         
         

(1) Amounts represent principal amounts due and do not include unamortized premiums/discounts or other fair value adjustments as reflected on the balance sheet.

(2) Annual interest rates range from 3.0% to 6.5%, excluding the Canadian denominated unsecured term loan discussed in footnote 4 and the $500,000,000 unsecured term loan discussed below.

(3) Annual interest rates range from 0.4% to 8.0%.  Carrying value of the properties securing the debt totaled $4,157,430,000 at March 31, 2013.
(4) On July 30, 2012, we completed funding on a $250,000,000 Canadian denominated unsecured term loan (approximately $245,724,000 USD at exchange rates on March 31, 2013). The loan matures July 2
(with an option to extend for an additional year at our discretion) and bears interest at the Canadian Dealer Offered Rate plus 145 basis points (2.65% at March 31, 2013).
 
     During the three months ended March 31, 2013, we borrowed on a $500,000,000 unsecured term loan entered into as part of our unsecured line of credit arrangem
The loan matures on March 31, 2016, but can be extended up to two years at our option and bears interest at LIBOR plus 1.35% (1.38% at March 31, 2013).
 
     The following is a summary of our senior unsecured note activity, excluding the Canadian denominated unsecured term loan, during the periods presented (dollars
thousands):
 
 Three Months Ended
 March 31, 2013  March 31, 2012

    Weighted Avg.     Weighted Avg.
 Amount  Interest Rate  Amount  Interest Rate

Beginning balance  $  5,894,403  4.675%   $  4,464,927  5.133%
Debt issued   500,000  1.552%    -  0.000%
Debt redeemed   -  0.000%    (22)  4.750%
Ending balance  $  6,394,403  4.431%   $  4,464,905  5.133%
 
         The following is a summary of our secured debt principal activity for the periods presented (dollars in thousands):
 
   Three Months Ended
    March 31, 2013  March 31, 2012

     Weighted Avg.     Weighted Avg.
  Amount  Interest Rate  Amount  Interest Rate

Beginning balance  $  2,311,586  5.14%  $  2,108,384  5.29%
Debt issued    -  0.00%    111,000  4.18%
Debt assumed    132,680  5.49%    158,290  5.86%
Debt extinguished     (7,807)  7.43%    (33,092)  4.30%
Foreign currency    6  5.62%    -  0.00%
Principal payments     (11,432)  5.44%    (8,500)  5.49%
Ending balance  $  2,425,033  5.17%  $  2,336,082  5.04%
 
     Our debt agreements contain various covenants, restrictions and events of default. Certain agreements require us to maintain certain financial ratios and minimum 
worth and impose certain limits on our ability to incur indebtedness, create liens and make investments or acquisitions. As of March 31, 2013, we were in compliance
all of the covenants under our debt agreements.
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11. Derivative Instruments

     We are exposed to various market risks, including the potential loss arising from adverse changes in interest rates.  We may elect to use financial derivative instrum
to hedge interest rate exposure. These decisions are principally based on our policy to manage the general trend in interest rates at the applicable dates and our percep
the future volatility of interest rates.  In addition, non-U.S. investments expose us to the potential losses associated with adverse changes in foreign currency to U.S. D
exchange rates.  We elected to manage this risk through the use of a forward exchange contract and issuing debt in the foreign currency.
 
Interest Rate Swap Contracts Designated as Cash Flow Hedges

     For instruments that are designated and qualify as a cash flow hedge, the effective portion of the gain or loss on the derivative is reported as a component of other
comprehensive income (“OCI”), and reclassified into earnings in the same period, or periods, during which the hedged transaction affects earnings.  Gains and losses 
derivative representing either hedge ineffectiveness or hedge components excluded from the assessment of effectiveness are recognized in earnings.  As of March 31,
we had one interest rate swap for a total aggregate notional amount of $11,835,000.  The swap hedges interest payments associated with long-term LIBOR based
borrowings and matures on December 31, 2013.   Approximately $2,911,000 of losses, which are included in accumulated other comprehensive income (“AOCI”), ar
expected to be reclassified into earnings in the next 12 months.

Foreign Currency Hedges

     For instruments that are designated and qualify as net investment hedges, the variability in the foreign currency to U.S. dollar of the instrument is recorde
cumulative translation adjustment component of OCI.  The balance of the cumulative translation adjustment will be reclassified to earnings when the hedged investm
sold or substantially liquidated.  On February 15, 2012, we entered into a forward exchange contract to purchase $250,000,000 Canadian Dollars at a fixed rate
future.  The forward contract was used to limit exposure to fluctuations in the Canadian Dollar to U.S. Dollar exchange rate associated with our initial cash inve
funded for the Chartwell transaction.  On May 3, 2012, this forward exchange contract was settled for a gain of $2,772,000, which was reflected on the conso
statement of comprehensive income, and the proceeds were used to fund our investment.    On May 3, 2012, we also entered into a forward contract to sell $250,0
Canadian dollars at a fixed rate on July 31, 2012 to hedge our net investment. We settled the forward contract on July 31, 2012 with the net loss reflected in OCI
settlement of the forward contract we entered into a $250,000,000 Canadian Dollar term loan which has been designated as a net investment hedge of our Ch
investment and changes in fair value are reported in OCI as no ineffectiveness is anticipated.

     On August 30, 2012, we entered into two cross currency swaps to purchase £125,000,000.  The swaps were used to limit exposure to fluctuations in the Pound Ste
to U.S. Dollar exchange rate associated with our initial cash investment funded for the Sunrise transaction discussed in Note 3. The cross currency swaps have been
designated as a net investment hedge, and changes in fair value are reported in OCI as no ineffectiveness is anticipated.

     On September 17, 2012, we entered into two forward exchange contracts to purchase $14,000,000 Canadian Dollars and £23,000,000 at a fixed rate in the future.  
forward contracts were used to limit exposure to fluctuations in foreign currency associated with future international transactions.  These forward contacts were settle
March 22, 2013 for a realized loss of $2,309,000.

    On January 14, 2013 and January 15, 2013, we entered into three forward exchange contracts to purchase £675,000,000 at a fixed rate in the future.  The forward
exchange contracts are used to hedge a portion of our investment in the United Kingdom at a fixed Pound Sterling rate in U.S. dollars and mature on July 16, 2013. T
forward exchange contracts were designated as net investment hedges and changes in fair value are reported in OCI as no ineffectiveness is expected.

     The following presents the impact of derivative instruments on the statement of comprehensive income and OCI for the periods presented (dollars in thousands):
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     Three Months Ended
     March 31,
   Location   2013   
Gain (loss) on interest rate swap recognized in          
 OCI (effective portion)  OCI  $  946  $
Gain (loss) on interest rate swaps reclassified from         
 AOCI into income (effective portion)  Interest expense    (475)   
Gain (loss) on forward exchange contracts recognized in         
 income (ineffective portion and amount excluded          
 from effectiveness testing)  Unrealized loss   -   
Gain (loss) on forward exchange contracts recognized         
  in income  Realized loss    (2,309)   
Gain (loss) on forward exchange contracts designated         
 as net investment hedge recognized in OCI  OCI    75,857   
               
 
12. Commitments and Contingencies

     At March 31, 2013, we had eight outstanding letter of credit obligations totaling $6,172,000 and expiring between 2013 and 2014.  At March 31, 2013, we had
outstanding construction in process of $86,820,000 for leased properties and were committed to providing additional funds of approximately $217,172,000 to comple
construction. At March 31, 2013, we had contingent purchase obligations totaling $73,957,000. These contingent purchase obligations relate to unfunded capital
improvement obligations and contingent obligations on acquisitions. Rents due from the tenant are increased to reflect the additional investment in the property.

     We evaluate our leases for operating versus capital lease treatment in accordance with Accounting Standards Codification (“ASC”) Topic 840 “Leases.”  A lease is
classified as a capital lease if it provides for transfer of ownership of the leased asset at the end of the lease term, contains a bargain purchase option, has a lease term 
than 75% of the economic life of the leased asset, or if the net present value of the future minimum lease payments are in excess of 90% of the fair value of the leased
Certain leases contain bargain purchase options and have been classified as capital leases.  At March 31, 2013, we had operating lease obligations of $698,039,000 re
to certain ground leases and company office space and capital lease obligations of $83,499,000 relating to certain investment properties. We incurred rental expense re
to company office space of $413,000 for the three months ended March 31, 2013 as compared to $290,000 for the same period in 2012. Regarding ground leases, we 
sublease agreements with certain of our operators that require the operators to reimburse us for our monthly operating lease obligations.  At March 31, 2013, aggregat
future minimum rentals to be received under these noncancelable subleases totaled $46,831,000.
 
13. Stockholders’ Equity
 
     The following is a summary of our stockholder’s equity capital accounts as of the dates indicated:
 

  March 31, 2013  December 31, 2012
Preferred Stock:     
   Authorized shares   50,000,000   50,0
   Issued shares   26,224,854   26,2
   Outstanding shares   26,224,854   26,2
     
Common Stock, $1.00 par value:     
   Authorized shares   400,000,000   400,0
   Issued shares   261,893,455   260,7
   Outstanding shares   261,432,764   260,3

17
 



 
HEALTH CARE REIT, INC.

  NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
  

     Preferred Stock. The following is a summary of our preferred stock activity during the periods indicated:
 
  Three Months Ended
  March 31, 2013  March 31, 2012

    Weighted Avg.    Weighted Avg.
  Shares  Dividend Rate  Shares  Dividend Rate

         
Beginning balance   26,224,854  6.493%   25,724,854  7.013%
Shares issued   -  0.000%   11,500,000  6.500%
Ending balance   26,224,854  6.493%   37,224,854  6.855%
         
                 
 
     Common Stock. The following is a summary of our common stock issuances during the three months ended March 31, 2013 and 2012 (dollars in thousands, excep
share amounts):
 

  Shares Issued   Average Price   Gross Proceeds   Net Procee
            
February 2012 public issuance   20,700,000  $  53.50  $  1,107,450  $  1,0
2012 Dividend reinvestment plan issuances   429,058    54.61    23,429    
2012 Option exercises   43,047    37.42    1,611   
2012 Totals   21,172,105     $  1,132,490  $  1,0
            
2013 Dividend reinvestment plan issuances   652,724  $  61.59  $  40,199  $  
2013 Option exercises   119,999    43.15    5,178   
2013 Totals   772,723     $  45,377  $  

 

     Dividends.  The increase in dividends is primarily attributable to increases in our common shares outstanding as described above.  Please refer to Note 18 for infor
related to federal income tax of dividends.  The following is a summary of our dividend payments (in thousands, except per share amounts):
 
  Three Months Ended
  March 31, 2013  March 31, 2012

   Per Share  Amount  Per Share  Amount
             
Common Stock  $ 0.7650  $  199,546  $  0.7400  $  1
Series D Preferred Stock    -   -    0.4922   
Series F Preferred Stock    -   -    0.4766   
Series H Preferred Stock    0.7146    250    0.3750   
Series I Preferred Stock    0.8125    11,680    0.8125   
Series J Preferred Stock    0.4064    4,672    0.1715   
Totals     $  216,148     $  1

                             
 
Accumulated Other Comprehensive Income.  The following is a summary of accumulated other comprehensive income (loss) for the periods presented (in thousands)
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   Unrecognized gains (losses) related to:    

   

 Foreign
Currency

Translation   Equity Investments   Actuarial losses   Cash Flow Hedges   Total
Balance at December 31, 2012  $  (881)  $  (216)  $  (2,974)  $  (6,957)  $  (
Other comprehensive income before
reclassification adjustments     (22,706)    172   -    946    (2
Reclassification amount to net income   -   -   -    (475)(1)   
Net current-period other comprehensive
income     (22,706)    172   -    471    (2
Balance at March 31, 2013  $  (23,587)  $  (44)  $  (2,974)  $  (6,486)  $  (3

                
Balance at December 31, 2011  $ -  $  (619)  $  (2,748)  $  (8,561)  $  (
Other comprehensive income before
reclassification adjustments    -     8    -     739    
Reclassification amount to net income   -   -   -    (461)(1)   
Net current-period other comprehensive
income    -     8    -     278    
Balance at March 31, 2012  $ -  $  (611)  $  (2,748)  $  (8,283)  $  (

                 
                

(1) Please see Note 11 for additional information.
                                        
 
14. Stock Incentive Plans

     Our Amended and Restated 2005 Long-Term Incentive Plan authorizes up to 6,200,000 shares of common stock to be issued at the discretion of the Compensation
Committee of the Board of Directors. The 2005 Plan replaced the 1995 Stock Incentive Plan and the Stock Plan for Non-Employee Directors. The options granted to
officers and key employees under the 1995 Plan vested through 2010 and expire ten years from the date of grant. Our non-employee directors, officers and key emplo
are eligible to participate in the 2005 Plan. The 2005 Plan allows for the issuance of, among other things, stock options, restricted stock, deferred stock units and divid
equivalent rights. Vesting periods for options, deferred stock units and restricted shares generally range from three years for non-employee directors to five years for o
and key employees. Options expire ten years from the date of grant.  Stock-based compensation expense totaled $10,508,000 for the three months ended March 31, 20
and  $11,323,000 for the same period in 2012.
 
15. Earnings Per Share

     The following table sets forth the computation of basic and diluted earnings per share (in thousands, except per share data):
 

   Three Months Ended
   March 31,
    2013  2012 

Numerator for basic and diluted earnings       
 per share - net income (loss) attributable        
 to common stockholders   $  55,058  $  
         
Denominator for basic earnings per        
 share - weighted average shares     260,036    1
Effect of dilutive securities:        
 Employee stock options     -   
 Non-vested restricted shares     -   
 Convertible senior unsecured notes     -   
Dilutive potential common shares    -   
Denominator for diluted earnings per        
 share - adjusted weighted average shares     260,036    2
         
Basic earnings per share   $  0.21  $
Diluted earnings per share   $  0.21  $

              
The diluted earnings per share calculation for the three months ended March 31, 2013 excludes the dilutive effect of all common stock equivalents as they are anti-d

due to the loss from continuing operations.  The diluted earnings per share calculation for the three
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months ended March 31, 2012 excludes the dilutive effect of 388,000 stock options because the exercise prices were more than the average market price.  The Se
Cumulative Convertible and Redeemable Preferred Stock and Series I Cumulative Convertible Perpetual Preferred Stock were not included in the calculations as the
of conversions into common stock was anti-dilutive.
 
16. Disclosure about Fair Value of Financial Instruments

 
The following methods and assumptions were used to estimate the fair value of each class of financial instruments for which it is practicable to estimate that value.

 
Mortgage Loans and Other Real Estate Loans Receivable — The fair value of mortgage loans and other real estate loans receivable is generally estimated by using lev
and level three inputs such as discounting the estimated future cash flows using the current rates at which similar loans would be made to borrowers with similar credit 
and for the same remaining maturities. 
 
Cash and Cash Equivalents — The carrying amount approximates fair value.
 
Available-for-sale Equity Investments — Available-for-sale equity investments are recorded at their fair value based on level one publicly available trading prices.
 
Borrowings Under Unsecured Line of Credit Arrangements — The carrying amount of the unsecured line of credit arrangements approximates fair value becau
borrowings are interest rate adjustable.
 
Senior Unsecured Notes — The fair value of the senior unsecured notes payable was estimated based on level one publicly available trading prices.
 
Secured Debt — The fair value of fixed rate secured debt is estimated using level two inputs by discounting the estimated future cash flows using the current rates at
similar loans would be made with similar credit ratings and for the same remaining maturities.  The carrying amount of variable rate secured debt approximates fai
because the borrowings are interest rate adjustable.
 
Interest Rate Swap Agreements — Interest rate swap agreements are recorded in other assets or other liabilities on the balance sheet at fair market value.  Fair market v
estimated using level two inputs by utilizing pricing models that consider forward yield curves and discount rates.
 
Foreign Currency Forward Contracts — Foreign currency forward contracts are recorded in other assets or other liabilities on the balance sheet at fair market value
market value is determined using level two inputs by estimating the future value of the currency pair based on existing exchange rates, comprised of current spot and
forward points, and calculating a present value of the net amount using a discount factor based on observable traded interest rates.
 

The carrying amounts and estimated fair values of our financial instruments are as follows (in thousands):
 

   March 31, 2013  December 31, 2012
   Carrying  Fair  Carrying  Fair
   Amount  Value  Amount  Value

Financial assets:              
 Mortgage loans receivable  $  88,861  $  89,693  $  87,955  $
 Other real estate loans receivable     188,015    199,985    807,710    8
 Available-for-sale equity investments     1,555    1,555    1,384   
 Cash and cash equivalents     269,842    269,842    1,033,764    1,0
 Foreign currency forward contracts     63,249    63,249   -   
               
Financial liabilities:              
 Borrowings under unsecured line of credit arrangements  $  710,000  $  710,000  $ -  $
 Senior unsecured notes     6,610,873    7,363,318    6,114,151    6,7
 Secured debt     2,452,495    2,643,513    2,336,196    2,5
 Interest rate swap agreements    200    200    264   
 Foreign currency forward contracts   -   -    7,247   
                         
 

U.S. GAAP provides authoritative guidance for measuring and disclosing fair value measurements of assets and liabilities.  The guidance defines fair value as the ex
price that would be received for an asset or paid to transfer a liability (an exit price) in the principal or most advantageous market for the asset or liability in an 
transaction between market participants on the measurement
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date.  The guidance also establishes a fair value hierarchy which requires an entity to maximize the use of observable inputs and minimize the use of unobservable input
measuring fair value.  The guidance describes three levels of inputs that may be used to measure fair value:
 

Level 1 - Quoted prices in active markets for identical assets or liabilities.
 
Level 2 - Observable inputs other than Level 1 prices such as quoted prices for similar assets or liabilities; quoted prices in markets that are not active; or other
that are observable or can be corroborated by observable market data for substantially the full term of the assets or liabilities. Please see Note 2 to the fi
statements included in our Annual Report on Form 10-K for the year ended December 31, 2012 for additional information.
 
Level 3 - Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets or liabilities.

 
Items Measured at Fair Value on a Recurring Basis

     The market approach is utilized to measure fair value for our financial assets and liabilities reported at fair value on a recurring basis.  The market approach uses prices
other relevant information generated by market transactions involving identical or comparable assets or liabilities.

 
  Fair Value Measurements as of March 31, 2013

  Total  Level 1  Level 2  Level 3
Available-for-sale equity investments(1)  $  1,555  $  1,555  $ -  $
Interest rate swap agreements(2)    (200)   -    (200)   
Foreign currency forward contracts(2)    63,249   -    63,249   
 Totals  $  64,604  $  1,555  $  63,049  $

             

(1) Unrealized gains or losses on equity investments are recorded in accumulated other comprehensive income (loss) at each measurement date.
(2) Please see Note 11 for additional information.
                                      
 

Items Measured at Fair Value on a Nonrecurring Basis
 

In addition to items that are measured at fair value on a recurring basis, we also have assets and liabilities in our balance sheet that are measured at fair valu
nonrecurring basis.  As these assets and liabilities are not measured at fair value on a recurring basis, they are not included in the tables above. Assets, liabiliti
noncontrolling interests that are measured at fair value on a nonrecurring basis include those acquired/assumed in business combinations (see Note 3) and asset impai
(if applicable, see Note 5 for impairments of real property and Note 6 for impairments of loans receivable). We have determined that the fair value measurements in
in each of these assets and liabilities rely primarily on Company-specific inputs and our assumptions about the use of the assets and settlement of liabilities, as obse
inputs are not available. As such, we have determined that each of these fair value measurements generally reside within Level 3 of the fair value hierarchy. We estim
fair value of real estate and related intangibles using the income approach and unobservable data such as net operating income and estimated capitalization and di
rates.  We also consider local and national industry market data including comparable sales, and commonly engage an external real estate appraiser to assist us
estimation of fair value.  We estimate the fair value of assets held for sale based on current sales price expectations or, in the absence of such price expectations, L
inputs described above.  We estimate the fair value of secured debt assumed in business combinations using current interest rates at which similar borrowings co
obtained on the transaction date.
 
17. Segment Reporting

     We invest in seniors housing and health care real estate. We evaluate our business and make resource allocations on our five operating segments: seniors housing t
net, seniors housing operating, medical office buildings, hospitals and life science. Our seniors housing triple-net properties include skilled nursing/post-acute facilitie
assisted living facilities, independent living/continuing care retirement communities and combinations thereof. Under the seniors housing triple-net segment, we inves
seniors housing and health care real estate through acquisition and financing of primarily single tenant properties. Properties acquired are primarily leased under triple
leases and we are not involved in the management of the property. Our seniors housing operating properties include seniors housing communities that are owned and/
operated through RIDEA structures (see Notes 3 and 18).

     Our medical facility properties include medical office buildings, hospitals and life science buildings which are aggregated into our medical facilities reportable seg
Our medical office buildings are typically leased to multiple tenants and generally require a
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certain level of property management. Our hospital investments are leased and we are not involved in the management of the property. Our life science investment
represents an investment in an unconsolidated entity (see Note 7). 

     The accounting policies of the segments are the same as those described in the summary of significant accounting policies (see Note 2 to the financial statements
included in our Annual Report on Form 10-K for the year ended December 31, 2012). The results of operations for all acquisitions described in Note 3 are included in
consolidated results of operations from the acquisition dates and are components of the appropriate segments.  There are no intersegment sales or transfers.

     We evaluate performance based upon net operating income from continuing operations (“NOI”) of each segment. We define NOI as total revenues, including tenan
reimbursements, less property level operating expenses, which exclude depreciation and amortization, general and administrative expenses, transaction costs, provisio
loan losses and interest expense. We believe NOI provides investors relevant and useful information because it measures the operating performance of our properties 
property level on an unleveraged basis. We use NOI to make decisions about resource allocations and to assess the property level performance of our properties.    

     Non-segment revenue consists mainly of interest income on non-real estate investments and other income. Non-segment assets consist of corporate assets includin
deferred loan expenses and corporate offices and equipment among others. Non-property specific revenues and expenses are not allocated to individual segments in
determining NOI.

     Summary information for the reportable segments for the three months ended March 31, 2013 and 2012 is as follows (in thousands):
 

Three Months Ended March 31, 2013:   

Seniors
Housing

Triple-net   

Seniors
Housing

Operating   
Medical
Facilities   

Non-segment /
Corporate   Tota

Rental income  $  185,309  $  -  $  111,525  $  -  $  29
Resident fees and services    -    327,324    -    -    32
Interest income    5,844    757    2,456    -   
Other income    209    -    410    81   
Total revenues    191,362    328,081    114,391    81    63
                
Property operating expenses    -    (224,503)    (28,851)    -    (25

Net operating income from continuing
operations    191,362    103,578    85,540    81    38
                
Reconciling items:                
Interest expense    (6,545)    (19,070)    (9,572)    (75,102)    (11
(Loss) gain on derivatives, net    -    (2,309)    -    -    (
Depreciation and amortization    (56,255)    (89,875)    (40,969)    -    (18
General and administrative    -    -    -    (27,179)    (2
Transaction costs    (494)    (65,325)    (161)    -    (6
(Loss) gain on extinguishment of debt, net    -    308    -    -   

Income (loss) from continuing operations
before income taxes and income from
unconsolidated entities  $  128,068  $  (72,693)  $  34,838  $  (102,200)  $  (1
                
Total assets  $  8,638,136  $  7,377,227  $  4,569,112  $  204,497  $  20,78
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Three Months Ended March 31, 2012:   

Seniors
Housing

Triple-net   

Seniors
Housing

Operating   
Medical
Facilities   

Non-segment
/ Corporate   Tota

Rental income  $  161,936  $  -  $  88,059  $  -  $  24
Resident fees and services    -    158,174    -    -    15
Interest income    5,877    -    2,264    -   
Other income    847    -    604    235   
Total revenues    168,660    158,174    90,927    235    4
                
Property operating expenses    -    (107,243)    (21,558)    -    (12

Net operating income from continuing
operations    168,660    50,931    69,369    235    28
                
Reconciling items:                
Interest expense    (589)    (15,835)    (8,274)    (64,116)    (8
(Loss) gain on derivatives, net    -    (555)    -    -   
Depreciation and amortization    (49,446)    (39,773)    (31,688)    -    (12
General and administrative    -    -    -    (27,751)    (2
Transaction costs    (1,523)    (1,578)    (2,478)    -    (

Income (loss) from continuing operations
before income taxes and income from
unconsolidated entities  $  117,102  $  (6,810)  $  26,929  $  (91,632)  $  4

 
     Our portfolio of properties and other investments are located in the United States, the United Kingdom and Canada.  Revenues and assets are attributed to the coun
which the property is physically located.  The following is a summary of geographic information for our operations for the periods presented (in thousands):

 
  Three Months Ended
  March 31, 2013   March 31, 2012
Revenues:  Amount %   Amount %
United States $  573,371 90.4% $  417,996 
International   60,544 9.6%   - 
Total $  633,915 100.0% $  417,996 
        
  As of
  March 31, 2013   December 31, 2012
Assets:  Amount %   Amount %
United States $  18,991,182 91.4% $  18,692,214 
International   1,797,790 8.6%   856,895 
Total $  20,788,972 100.0% $  19,549,109 

              
 
18. Income Taxes and Distributions
 
     We elected to be taxed as a REIT commencing with our first taxable year.  To qualify as a REIT for federal income tax purposes, at least 90% of taxable income
(excluding 100% of net capital gains) must be distributed to stockholders. REITs that do not distribute a certain amount of current year taxable income in the current y
are also subject to a 4% federal excise tax. The main differences between undistributed net income for federal income tax purposes and financial statement purposes a
recognition of straight-line rent for reporting purposes, basis differences in acquisitions, recording of impairments, differing useful lives and depreciation and amortiz
methods for real property and the provision for loan losses for reporting purposes versus bad debt expense for tax purposes.
 

Under the provisions of the REIT Investment Diversification and Empowerment Act of 2007 ( “RIDEA”), for taxable years beginning after July 30, 2008, the REIT
lease “qualified health care properties” on an arm’s-length basis to a taxable REIT subsidiary (“TRS”) if the property is operated on behalf of such subsidiary by a per
who qualifies as an “eligible independent contractor.” Generally, the rent received from the TRS will meet the related party rent exception and will be treated as “rent
real property.”  A “qualified health care property” includes real property and any personal property that is, or is necessary or incidental to
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the use of, a hospital, nursing facility, assisted living facility, congregate care facility, qualified continuing care facility, or other licensed facility which extends medic
nursing or ancillary services to patients. We have entered into various joint ventures that
were structured under RIDEA. Resident level rents and related operating expenses for these facilities are reported in the consolidated financial statements and are sub
federal taxes as the operations of such facilities are included in a TRS. Certain net operating loss carryforwards could be utilized to offset taxable income in future yea
 
     Our consolidated provision for income taxes for the three months ended March 31, 2013 and 2012 was $2,763,000 and $1,470,000, respectively.  Income tax expe
reflected in the financial statements primarily represents U.S. federal and state and local income taxes as well as non-U.S. income taxes on certain investments located
jurisdictions outside the U.S.
 
     Net deferred tax liabilities with respect to our TRS entities totaled  $1,333,000 and $1,419,000 as of March 31, 2013 and December 31, 2012, respectively, and rel
primarily to differences between the financial reporting  and tax bases of fixed and intangible assets and to net operating losses.
 
     Generally, we are subject to audit under the statute of limitations by the Internal Revenue Service (“IRS”) for the year ended December 31, 2008 and subsequent y
and are subject to audit by state taxing authorities for the year ended December 31, 2007 and subsequent years.  In the future, we will be subject to audit by the Canad
Revenue Agency (“CRA”) and provincial authorities generally for periods subsequent to our Chartwell investment in May 2012 related to entities acquired or formed
connection with the investments, and by HM Revenue & Customs for periods subsequent to our Sunrise-related acquisitions in August 2012 related to entities acquire
formed in connection with the acquisitions.
 
     We apply the rules under ASC 740-10 “Accounting for Uncertainty in Income Taxes” for uncertain tax positions using a “more likely than not” recognition thresho
tax positions. Pursuant to these rules, we will initially recognize the financial statement effects of a tax position when it is more likely than not, based on the technical
of the tax position, that such a position will be sustained upon examination by the relevant tax authorities. If the tax benefit meets the “more likely than not” threshold
measurement of the tax benefit will be based on our estimate of the ultimate tax benefit to be sustained if audited by the taxing authority.
 
     Of the total $6,101,000 of total liability for gross unrecognized tax benefits at December 31, 2012, $5,916,000 (exclusive of accrued interest and penalties) relates 
April 1, 2011 Genesis HealthCare Corporation transaction (“Genesis Acquisition”) and is included in accrued expenses and other liabilities on the consolidated balanc
sheet.  As a part of the Genesis Acquisition, we received a full indemnification from FC-GEN Operations Investment, LLC covering income taxes or other taxes as w
interest and penalties relating to tax positions taken by FC-GEN Operations Investment, LLC prior to the acquisition.  Accordingly, an offsetting indemnification asse
recorded in receivables and other assets on the consolidated balance sheet.  Such indemnification asset is reviewed for collectability periodically. 
 
     Unrecognized tax benefits, as currently accrued for, have an immaterial impact on the effective tax rate to the extent that would be recognized.  There were insigni
uncertain tax positions as of March 31, 2013 for which it is reasonably possible that the amount of unrecognized tax benefits would decrease during 2013.  Interest an
penalties totaled $33,000 and $98,000, respectively, for the three months ended March 31, 2013 and are included in income tax expense.  Of these amounts, $29,000 a
$88,000 of interest and penalties, respectively, relate to the Genesis Acquisition and are offset by the indemnification asset.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
 
     The following discussion and analysis is based primarily on the consolidated financial statements of Health Care REIT, Inc. for the periods presented and should b
together with the notes thereto contained in this Quarterly Report on Form 10-Q. Other important factors are identified in our Annual Report on Form 10-K for the ye
ended December 31, 2012,  including factors identified under the headings “Business,” “Risk Factors,” and “Management’s Discussion and Analysis of Financial Con
and Results of Operations.”

Executive Summary

Company Overview

     Health Care REIT, Inc. is a real estate investment trust (“REIT”) that has been at the forefront of seniors housing and health care real estate since the company was
founded in 1970.  We are an S&P 500 company headquartered in Toledo, Ohio. Our portfolio spans the full spectrum of seniors housing and health care real estate,
including seniors housing communities, skilled nursing/post-acute facilities, medical office buildings, inpatient and outpatient medical centers and life science facilitie
capital programs, when combined with comprehensive planning, development and property management services, make us a single-source solution for acquiring, plan
developing, managing, repositioning and monetizing real estate assets.  The following table summarizes our consolidated portfolio as of March 31, 2013:
 

 Investments  Percentage of  Number of  
Type of Property (in thousands)  Investments  Properties  

Seniors housing triple-net $  8,156,816  43.3%  568  
Seniors housing operating(1)   6,541,181  34.6%  217  
Medical facilities(2)   4,181,255  22.1%  242  
Totals $  18,879,252  100.0%  1,027  
        
        
(1) Excludes 93 properties with an investment amount of $1,155,773,000 which relates to our share of investments in unconsolidated entities with Chartwell and Sunrise. Please see Note 7 to our consolidated
financial statements for additional information.
(2) Excludes 13 properties with an investment amount of $372,029,000 which relates to our share of investments in unconsolidated entities with Forest City and a strategic medical partnership. Please see Not
our consolidated financial statements for additional information.
                
 
Business Strategy

     Our primary objectives are to protect stockholder capital and enhance stockholder value. We seek to pay consistent cash dividends to stockholders and create
opportunities to increase dividend payments to stockholders as a result of annual increases in net operating income and portfolio growth. To meet these objectives, we
across the full spectrum of seniors housing and health care real estate and diversify our investment portfolio by property type, customer and geographic location.

     Substantially all of our revenues are derived from operating lease rentals, resident fees and services, and interest earned on outstanding loans receivable. These item
represent our primary sources of liquidity to fund distributions and depend upon the continued ability of our obligors to make contractual rent and interest payments t
and the profitability of our operating properties. To the extent that our customers/partners experience operating difficulties and become unable to generate sufficient c
make payments to us, there could be a material adverse impact on our consolidated results of operations, liquidity and/or financial condition. To mitigate this risk, we
monitor our investments through a variety of methods determined by the type of property. Our proactive and comprehensive asset management process for seniors ho
properties generally includes review of monthly financial statements and other operating data for each property, review of obligor/partner creditworthiness, property
inspections, and review of covenant compliance relating to licensure, real estate taxes, letters of credit and other collateral. Our internal property management division
actively manages and monitors the medical office building portfolio with a comprehensive process including tenant relations, lease expirations, the mix of health serv
providers, hospital/health system relationships, property performance, capital improvement needs, and market conditions among other things. In monitoring our portf
our personnel use a proprietary database to collect and analyze property-specific data. Additionally, we conduct extensive research to ascertain industry trends.  We ev
the operating environment in each property’s market to determine the likely trend in operating performance of the facility.  When we identify unacceptable trends, we
to mitigate, eliminate or transfer the risk. Through these efforts, we are generally able to intervene at an early stage to address any negative trends, and in so doing, su
both the collectability of revenue and the value of our investment.

     In addition to our asset management and research efforts, we also structure our investments to help mitigate payment risk. Operating leases and loans are normally
enhanced by guaranties and/or letters of credit. In addition, operating leases are typically structured as master leases and loans are generally cross-defaulted and cross
collateralized with other real estate loans, operating leases or agreements between us and the obligor and its affiliates.

     For the three months ended March 31, 2013, rental income, resident fees and services and interest and other income represented 47%, 51%, and 2% respectively, o
revenues (including discontinued operations).  Substantially all of our operating leases are designed with escalating rent structures. Leases with fixed annual rental
escalators are generally recognized on a straight-line basis over the initial lease period, subject to a collectability assessment. Rental income related to leases with con
rental escalators is
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generally recorded based on the contractual cash rental payments due for the period. Our yield on loans receivable depends upon a number of factors, including the st
interest rate, the average principal amount outstanding during the term of the loan and any interest rate adjustments.

     Our primary sources of cash include rent and interest receipts, resident fees and services, borrowings under our primary unsecured line of credit arrangement, publ
issuances of debt and equity securities, proceeds from investment dispositions and principal payments on loans receivable. Our primary uses of cash include dividend
distributions, debt service payments (including principal and interest), real property investments (including acquisitions, capital expenditures, construction advances a
transaction costs), loan advances, property operating expenses and general and administrative expenses.  Depending upon the availability and cost of external capital, 
believe our liquidity is sufficient to fund these uses of cash.

     We also continuously evaluate opportunities to finance future investments.  New investments are generally funded from temporary borrowings under our primary
unsecured line of credit arrangement, internally generated cash and the proceeds from investment dispositions. Our investments generate cash from net operating inco
and principal payments on loans receivable. Permanent financing for future investments, which replaces funds drawn under our primary unsecured line of credit
arrangement, has historically been provided through a combination of the issuance of public debt and equity securities and the incurrence or assumption of secured de

     Depending upon market conditions, we believe that new investments will be available in the future with spreads over our cost of capital that will generate appropri
returns to our stockholders. It is also possible that investment dispositions may occur in the future. To the extent that investment dispositions exceed new investments
revenues and cash flows from operations could be adversely affected. We expect to reinvest the proceeds from any investment dispositions in new investments. To the
extent that new investment requirements exceed our available cash on-hand, we expect to borrow under our primary unsecured line of credit arrangement. At March 3
2013, we had $269,842,000 of cash and cash equivalents, $225,360,000 of restricted cash and $1,550,000,000 of available borrowing capacity under our primary unse
line of credit arrangement.
 
Capital Market Outlook

     The capital markets remain supportive of our investment strategy.  For the year ended December 31, 2012, we raised over $6.0 billion in aggregate gross proceeds
through issuance of common and preferred stock, unsecured debt and a Canadian denominated term loan.  During the three months ended March 31, 2013, we funded
$500 million unsecured term loan and expanded our primary unsecured line of credit arrangement to $2.25 billion.  The capital raised, in combination with available c
and borrowing capacity under our line of credit, supported $4.9 billion in gross new investments during 2012 and $2.6 billion year-to-date in 2013.  We expect attract
investment opportunities to remain available in the future as we continue to leverage the benefits of our relationship investment strategy.
 
Key Transactions in 2013

     Capital.  In January 2013, we closed a $2.75 billion unsecured line of credit arrangement consisting of a $2.25 billion revolver and a $500 million term loan.  The facil
replaced our existing $2.0 billion unsecured line of credit arrangement. The revolver matures on March 31, 2017, but can be extended for an additional year at our option.
term loan matures on March 31, 2016, but can be extended up to two years at our option.  The revolver bears interest at LIBOR plus 117.5 basis points and has an annual 
fee of 22.5 basis points.  The term loan bears interest at LIBOR plus 135 basis points. We have an option to upsize the facility by up to an additional $1.0 billion through a
accordion feature, allowing for aggregate commitments of up to $3.75 billion.  The facility also allows us to borrow up to $500 million in alternate currencies.

     Investments.  We completed $2.6 billion of gross investments during the three months ended March 31, 2013, including 100% from existing relationships.  The followi
summarizes investments made during the three months ended March 31, 2013 (dollars in thousands):
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Properties  Investment Amount(1)  Capitalization Rates(2)   Book Amount(3)

Acquisitions/JVs:        
Seniors housing triple-net  2 $  56,636  7.0%  $  56

Seniors housing operating(4)  117   2,485,709  5.9%    2,819
Total acquisitions/JVs  119   2,542,345  5.9%    2,875
Construction in progress    59,320      59
Loan advances    11,971      11
Total  $  2,613,636    $  2,947
        
         
(1) Represents stated purchase price including cash and any assumed debt but excludes fair value adjustments pursuant to U.S. GAAP.

(2) Represents annualized contractual or projected income to be received in cash divided by investment amounts.

(3) Represents amounts recorded on our books including fair value adjustments pursuant to U.S. GAAP.  See Notes 3, 6 and 7 to our consolidated financial statements for additional information.

(4) Excludes $580,834,000 for the Sunrise loan which was acquired upon merger consummation on January 9, 2013. See Note 21 to the financial statements included in our Annual Report on Form 10-K for the yea
December 31, 2012 for additional information.
                  
 
     Dispositions.  We completed $255 million of dispositions, generating $337 million in proceeds and $82 million in net gains as of March 31, 2013.  The following
summarizes dispositions made for the three months ended March 31, 2013 (dollars in thousands):

 

 
Properties  Proceeds(1)  Capitalization Rates(2)   Book Amount(3)

Property sales:        
Seniors housing triple-net  11 $  157,032  11.6% $  76,
Medical facilities  6   137,575  8.0%    135,
Total property sales  17   294,607  9.3%   212,
Loan payoffs(4)    42,865      42,
Total dispositions  17 $  337,472    $  254,

         
         
(1) Represents proceeds received upon disposition including any seller financing. See Notes 5 and 6 to our consolidated financial statements for additional information.

(2) Represents annualized contractual income that was being received in cash at date of disposition divided by disposition proceeds.

(3) Represents carrying value of assets at time of disposition.

(4) Excludes $580,834,000 for the Sunrise loan which was acquired upon merger consummation on January 9, 2013.

                  
 
The following other events occurred during the three months ended March 31, 2013:

·         Our Board of Directors increased the annual cash dividend to $3.06 per common share ($0.765 per share quarterly), as compared to $2.96 per common share
2012, beginning in February 2013.  The dividend declared for the quarter ended December 31, 2012 represents the 167th consecutive quarterly dividend pay
and

·         We received a ratings upgrade from Standard & Poor’s to BBB with a stable outlook.
 
Key Performance Indicators, Trends and Uncertainties

     We utilize several key performance indicators to evaluate the various aspects of our business. These indicators are discussed below and relate to operating perform
concentration risk and credit strength. Management uses these key performance indicators to facilitate internal and external comparisons to our historical operating re
in making operating decisions and for budget planning purposes.

     Operating Performance. We believe that net income attributable to common stockholders (“NICS”) is the most appropriate earnings measure. Other useful supple
measures of our operating performance include funds from operations (“FFO”), net operating income from continuing operations (“NOI”) and same store cas
(“SSCNOI”); however, these supplemental measures are not defined by U.S. generally accepted accounting principles (“U.S. GAAP”). Please refer to the section e
“Non-GAAP Financial Measures” for further discussion and reconciliations of FFO, NOI and SSCNOI. These earnings measures and their relative per share amou
widely used by investors and analysts in the valuation, comparison and investment recommendations of companies. The following table reflects the recent historical
of our operating performance measures for the periods presented (in thousands):
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   Three Months Ended
   March 31,  June 30,  September 30,  December 31,  March
   2012  2012  2012  2012   20
                
Net income (loss) attributable to common stockholders $  39,307  $  54,735  $  37,269  $  90,576  $  
Funds from operations   163,857    157,932    170,725    205,047    1
Net operating income from continuing operations   289,195    303,916    319,261    339,078    3
Same store cash net operating income   248,139    252,071    254,388    256,790    2
                 
Per share data (fully diluted):               
 Net income (loss) attributable to common stockholders $  0.19  $  0.25  $  0.16  $  0.35  $
 Funds from operations   0.81    0.73    0.75    0.78   
                                     
 
     Concentration Risk. We evaluate our concentration risk in terms of asset mix, investment mix, customer mix and geographic mix. Concentration risk is a valuable
measure in understanding what portion of our investments could be at risk if certain sectors were to experience downturns. Asset mix measures the portion of our
investments that are real property. In order to qualify as an equity REIT, at least 75% of our real estate investments must be real property whereby each property, whic
includes the land, buildings, improvements, intangibles and related rights, is owned by us. Investment mix measures the portion of our investments that relate to our v
property types. Relationship mix measures the portion of our investments that relate to our top five relationships. Geographic mix measures the portion of our investm
that relate to our top five states (or international equivalents). The following table reflects our recent historical trends of concentration risk by investment balance for t
periods presented:
 
    March 31,  June 30,  September 30,  December 31,  March 3
    2012  2012  2012  2012  2013 
Asset mix:           
 Real property  95%  93%  93%  91%  91%
 Real estate loans receivable  2%  2%  2%  5%  1%

 Investments in unconsolidated entities  3%  5%  5%  4%  8%
             

Investment mix:(1)           
 Seniors housing triple-net  53%  53%  53%  47%  43%
 Seniors housing operating  20%  20%  20%  28%  35%
 Medical facilities  27%  27%  27%  25%  22%
             

Relationship mix:(1)           
 Sunrise Senior Living        6%  14%
 Genesis HealthCare  18%  18%  17%  15%  14%
 Merrill Gardens  8%  7%  7%  6%  6%
 Belmont Village        5%  5%
 Benchmark Senior Living  6%  6%  5%  5%  4%
 Brandywine Senior Living  5%  5%  5%     
 Senior Living Communities  4%  4%  4%     
 Remaining relationships  59%  60%  62%  63%  57%
             
Geographic mix:           
 California  10%  9%  9%  9%  9%
 Texas  9%  9%  9%  9%  8%
 New Jersey  10%  9%  9%  9%  8%
 England          8%
 Florida  7%  7%  8%  7%  6%
 Pennsylvania  6%  6%  5%  5%   
 Remaining geographic areas  58%  60%  60%  61%  61%

           
             
(1) Excludes our share of investments in unconsolidated entities.   
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     Credit Strength. We measure our credit strength both in terms of leverage ratios and coverage ratios. The leverage ratios indicate how much of our balance sheet
capitalization is related to long-term debt. The coverage ratios indicate our ability to service interest and fixed charges (interest, secured debt principal amortization an
preferred dividends). We expect to maintain capitalization ratios and coverage ratios sufficient to maintain compliance with our debt covenants. The coverage ratios a
based on earnings before interest, taxes, depreciation and amortization (“EBITDA”) which is discussed in further detail, and reconciled to net income, below in “Non
GAAP Financial Measures.” Leverage ratios and coverage ratios are widely used by investors, analysts and rating agencies in the valuation, comparison, investment
recommendations and rating of companies. The following table reflects the recent historical trends for our credit strength measures for the periods presented:
 
    Three Months Ended

    
March

31,  June 30,  September 30,  December 31,  March 31,
    2012  2012  2012  2012  2013 
             
Debt to book capitalization ratio  45%  48%  41%  45%  49%
Debt to undepreciated book           
 capitalization ratio  41%  45%  38%  41%  45%
Debt to market capitalization ratio  34%  36%  31%  33%  34%
             
Interest coverage ratio  3.03x  3.21x  2.94x  3.60x  3.42x
Fixed charge coverage ratio  2.33x  2.52x  2.30x  2.82x  2.72x
                        
 
     Lease Expirations. The following table sets forth information regarding lease expirations for certain portions of our portfolio as of March 31, 2013 (dollars in
thousands):
 
     Expiration Year
    2013   2014   2015   2016   2017   2018   2019   2020   2021   2022   The
                                   
Seniors housing triple-net:                              
 Properties   8   15   1   -   34   51   -   12   54   10   
  Base rent(1)  $ 1,913   25,909   4,669   -   15,594   37,194   -   14,982   60,834   12,817   5
 % of base rent   0.3%   3.4%   0.6%   0.0%   2.1%   4.9%   0.0%   2.0%   8.1%   1.7%   
                                   
Hospitals:                              
 Properties   -   -   -   -   3   -   -   -   -   -   
  Base rent(1)  $ -   -   -   -   2,350   -   -   -   -   -   
 % of base rent   0.0%   0.0%   0.0%   0.0%   2.9%   0.0%   0.0%   0.0%   0.0%   0.0%   
                                   
Medical office buildings:                              
 Square feet   442,551   640,433   678,341   773,973   1,114,363   733,477   669,234   699,506   829,452   1,953,345   3,3
  Base rent(1)  $ 9,871   14,445   15,119   17,196   26,960   16,988   16,332   17,066   20,906   39,678   
 % of base rent   3.5%   5.1%   5.3%   6.1%   9.5%   6.0%   5.8%   6.0%   7.4%   14.0%   

                                  
                                    

                                          
(1) The most recent monthly base rent including straight line for leases with fixed escalators or annual cash rents for leases with contingent escalators.  Base rent does not include tenant recoveries or amortization of above and below mark
intangibles.

 
     We evaluate our key performance indicators in conjunction with current expectations to determine if historical trends are indicative of future results. Our expected 
may not be achieved and actual results may differ materially from our expectations. Factors that may cause actual results to differ from expected results are described
more detail in “Forward-Looking Statements and Risk Factors” and other sections of this Quarterly Report on Form 10-Q. Management regularly monitors economic
other factors to develop strategic and tactical plans designed to improve performance and maximize our competitive position. Our ability to achieve our financial obje
is dependent upon our ability to effectively execute these plans and to appropriately respond to emerging economic and company-specific trends. Please refer to our A
Report on Form 10-K for the year ended December 31, 2012, under the headings “Business,” “Risk Factors” and “Management’s Discussion and Analysis of Financia
Condition and Results of Operations” for further discussion of these risk factors.
 
Corporate Governance

     Maintaining investor confidence and trust is important in today’s business environment. Our Board of Directors and management are strongly committed to policie
procedures that reflect the highest level of ethical business practices. Our corporate governance guidelines provide the framework for our business operations and
emphasize our commitment to increase stockholder value while meeting all applicable legal requirements. These guidelines meet the listing standards adopted by the 
York Stock Exchange and
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are available on the Internet at www.hcreit.com.
 
Liquidity and Capital Resources

Sources and Uses of Cash

     Our primary sources of cash include rent and interest receipts, resident fees and services, borrowings under our primary unsecured line of credit arrangement, publ
issuances of debt and equity securities, proceeds from investment dispositions and principal payments on loans receivable. Our primary uses of cash include dividend
distributions, debt service payments (including principal and interest), real property investments (including acquisitions, capital expenditures, construction advances a
transaction costs), loan advances, property operating expenses, and general and administrative expenses. These sources and uses of cash are reflected in our Consolida
Statements of Cash Flows and are discussed in further detail below.  The following is a summary of our sources and uses of cash flows (dollars in thousands):
   Three Months Ended   Change

   March 31, 2013  March 31, 2012   $  %
              
Cash and cash equivalents at beginning of period  $  1,033,764  $  163,482   $  870,282  
Cash provided from (used in):            
   Operating activities    199,808    174,044     25,764  
   Investing activities    (1,968,703)    (537,837)     (1,430,866)  
   Financing activities    1,004,416    669,528     334,888  
Effect of foreign currency translation on cash and cash equivalents    557   -     557  
 Cash and cash equivalents at end of period  $  269,842  $  469,217   $  (199,375)  

                       
 
     Operating Activities. The change in net cash provided from operating activities is primarily attributable to increases in NOI, which is primarily due to acquisitions.
Please see “Results of Operations” for further discussion.
 
     Investing Activities.  The changes in net cash used in investing activities are primarily attributable to net changes in real property investments, real estate loans rece
and investments in unconsolidated entities, which are summarized above in “Key Transactions in 2013.”  Please refer to Notes 3, 6 and 7 of our consolidated financia
statements for additional information.
 
      Financing Activities.  The changes in net cash provided from financing activities are primarily attributable to changes related to our long-term debt arrangements, 
issuance/redemptions of common and preferred stock and dividend payments, which are summarized above in “Key Transactions in 2013” and Notes 9, 10 and 13 of 
consolidated financial statements.
 
Off-Balance Sheet Arrangements
 
     At March 31, 2013, we had investments in unconsolidated entities with our ownership ranging from 10% to 50%. Please see Note 7 to our consolidated financial
statements for additional information.  We use financial derivative instruments to hedge interest rate exposure. Please see Note 11 to our consolidated financial statem
for additional information.  At March 31, 2013, we had eight outstanding letter of credit obligations. Please see Note 12 to our consolidated financial statements for
additional information.
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Contractual Obligations

     The following table summarizes our payment requirements under contractual obligations as of March 31, 2013 (in thousands):
 
  Payments Due by Period
Contractual Obligations  Total  2013  2014-2015  2016-2017  Thereafte
                
Unsecured line of credit arrangements  $  710,000  $  10,000  $ -  $  700,000  $
Senior unsecured notes(1)     6,640,127    300,000    495,724    1,650,000    4,1
Secured debt(1)    3,136,421    148,447    880,152    773,190    1,3
Contractual interest obligations    3,584,344    340,539    786,109    621,802    1,8
Capital lease obligations    83,499    71,512    10,203    1,118   
Operating lease obligations    698,039    9,672    22,339    22,348    6
Purchase obligations    291,129    120,138    170,991   -   
Other long-term liabilities    6,522   -    1,580    2,463   
Total contractual obligations  $  15,150,081  $  1,000,308  $  2,367,098  $  3,770,921  $  8,0

                
                

(1) Amounts represent principal amounts due and do not reflect unamortized premiums/discounts or other fair value adjustments as reflected on the balance sheet.
                                                
 
     At March 31, 2013, we had an unsecured line of credit arrangement with an aggregate commitment amount of $2,250,000,000 and unsecured demand notes totalin
$10,000,000.  See Note 9 to our unaudited consolidated financial statements for additional information.   Total contractual interest obligations on these arrangements t
$34,624,000 at March 31, 2013, using interest rates in place at that date.
 
     We have $5,894,403,000 of senior unsecured notes principal outstanding with annual fixed interest rates ranging from 3.0% to 6.5%, payable semi-annually. A tota
$494,403,000 of our senior unsecured notes are convertible notes that also contain put features. In addition, we have a $250,000,000 Canadian denominated unsecure
loan (approximately $245,724,000 USD at exchange rates on March 31, 2013).  The loan matures on July 27, 2015 with an option to extend for an additional year at o
discretion. We also have a $500,000,000 unsecured term loan that matures on March 16, 2016 and can be extended for two additional years at our option.  See Note 1
our unaudited consolidated financial statements for more information.  Total contractual interest obligations on senior unsecured notes, the Canadian term loan and th
$500,000,000 term loan totaled $2,717,307,000 at March 31, 2013.

     We have consolidated secured debt with total outstanding principal of $2,425,033,000, collateralized by owned properties, with fixed annual interest rates ranging 
0.4% to 8.0%, payable monthly. The carrying values of the properties securing the debt totaled $4,157,430,000 at March 31, 2013. Total contractual interest obligatio
consolidated secured debt totaled $712,122,000 at March 31, 2013.  Additionally, our share of non-recourse debt associated with unconsolidated entities (as reflected 
contractual obligations table above) is $711,388,000 at March 31, 2013.  Our share of contractual interest obligations on our unconsolidated entities’ secured debt is
$120,291,000 at March 31, 2013. 

     At March 31, 2013, we had operating lease obligations of $698,039,000 relating primarily to ground leases at certain of our properties and office space leases and c
lease obligations of $83,499,000 relating to certain leased investment properties that contain bargain purchase options.

    Purchase obligations include unfunded construction commitments and contingent purchase obligations. At March 31, 2013, we had outstanding construction financ
of $86,820,000 for leased properties and were committed to providing additional financing of approximately $217,172,000 to complete construction. At March 31, 20
we had contingent purchase obligations totaling $73,957,000. These contingent purchase obligations relate to unfunded capital improvement obligations and continge
obligations on acquisitions. Upon funding, amounts due from the tenant are increased to reflect the additional investment in the property. 

     Other long-term liabilities relate to our Supplemental Executive Retirement Plan, which is discussed in Note 19 to the financial statement included in our Annual R
on Form 10-K for the year ended December 31, 2012.
 
Capital Structure

          Please refer to “Credit Strength” above for a discussion of our leverage and coverage ratio trends.  Our debt agreements contain various covenants, restrictions 
events of default. Certain agreements require us to maintain certain financial ratios and minimum net worth and impose certain limits on our ability to incur indebtedn
create liens and make investments or acquisitions. As of March 31, 2013, we were in compliance with all of the covenants under our debt agreements. Please refer to 
section entitled “Non-GAAP Financial Measures” for further discussion. None of our debt agreements contain provisions for acceleration which could be triggered by
debt ratings. However, under our primary unsecured line of credit arrangement, the ratings on our senior unsecured notes are used to determine the fees and interest
charged.  A summary of certain covenants and our results as of March 31, 2013 is as follows:
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  Per Agreement   

Covenant  
Unsecured Line of

Credit(1)  
Senior Unsecured

Notes  Actual At March 31,
Total Indebtedness to Book Capitalization Ratio maximum:  60%  n/a  45%
Secured Indebtedness to Total Assets Ratio maximum:  30%  40%  12%
Total Indebtedness to Total Assets maximum:  n/a  60%  46%
Unsecured Debt to Unencumbered Assets maximum:  60%  n/a  44%
Adjusted Interest Coverage Ratio minimum:  n/a  1.50x  3.41x
Adjusted Fixed Charge Coverage minimum:  1.50x  n/a  2.68x
       
       
(1) Canadian denominated term loan covenants are the same as those contained in our primary unsecured line of credit agreement.

               
 
     We plan to manage the company to maintain compliance with our debt covenants and with a capital structure consistent with our current profile. Any downgrades 
terms of ratings or outlook by any or all of the rating agencies could have a material adverse impact on our cost and availability of capital, which could in turn have a
material adverse impact on our consolidated results of operations, liquidity and/or financial condition.
 
     On May 4, 2012, we filed an open-ended automatic or “universal” shelf registration statement with the Securities and Exchange Commission covering an indeterm
amount of future offerings of debt securities, common stock, preferred stock, depositary shares, warrants and units. As of April 30, 2013, we had an effective registrat
statement on file in connection with our enhanced dividend reinvestment plan under which we may issue up to 10,000,000 shares of common stock. As of April 30, 2
3,103,084 shares of common stock remained available for issuance under this registration statement. We have entered into separate Equity Distribution Agreements w
each of UBS Securities LLC, RBS Securities Inc., KeyBanc Capital Markets Inc. and Credit Agricole Securities (USA) Inc. relating to the offer and sale from time to
of up to $630,015,000 aggregate amount of our common stock (“Equity Shelf Program”). As of April 30, 2013, we had $457,112,000 of remaining capacity under the
Equity Shelf Program. Depending upon market conditions, we anticipate issuing securities under our registration statements to invest in additional properties and to re
borrowings under our unsecured line of credit arrangements.
 
Results of Operations
 
Summary
 
     Our primary sources of revenue include rent and resident fees and services. Our primary expenses include interest expense, depreciation and amortization, property
operating expenses, transaction costs and general and administrative expenses. We evaluate our business and make resource allocations on our three business segment
seniors housing triple-net, seniors housing operating and medical facilities. The primary performance measures for our properties are NOI and SSCNOI, which are
discussed below.  Please see Note 17 to our consolidated financial statements for additional information. The following is a summary of our results of operations (doll
thousands, except per share amounts):
 
   Three Months Ended  Change
   March 31,  March 31,     
   2013  2012  Amount  %
Net income (loss) attributable to common stockholders  $  55,058  $  39,307  $  15,751  
Funds from operations     170,878    163,857    7,021  
EBITDA     372,418    280,072    92,346  
Net operating income from continuing operations (NOI)     380,561    289,195    91,366  
Same store cash NOI    254,999    248,139    6,860  
             
Per share data (fully diluted):            
Net income (loss) attributable to common stockholders  $  0.21  $  0.19  $  0.02  
Funds from operations     0.65  $  0.81  $  (0.16)  
             
Interest coverage ratio    3.42x   3.03x   0.39x  
Fixed charge coverage ratio    2.72x   2.33x   0.39x  
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Seniors Housing Triple-net

     The following is a summary of our NOI for the seniors housing triple-net segment (dollars in thousands):

 
   Three Months Ended  Change
    March 31,  March 31,      
    2012  2013  $  
SSCNOI(1)   $  140,313   $  144,387   $  4,074  
Non-cash NOI attributable to same store properties(1)    8,426    8,821    395  
NOI attributable to non same store properties(2)    19,921    38,154    18,233  
NOI   $  168,660   $  191,362   $  22,702  

           
             

(1) Due to increases in cash and non-cash revenues (described below) related to 465 same store properties.
(2) Primarily due to acquisitions of 65 properties and conversions of 15 construction projects into revenue-generating properties subsequent to January 1, 2012.
                                     
 
     The following is a summary of our results of operations for the seniors housing triple-net segment (dollars in thousands):

 
    Three Months Ended  Change
    March 31,  March 31,     
    2013  2012  $  %
Revenues:             
 Rental income   $  185,309   $  161,936   $  23,373  
 Interest income     5,844    5,877    (33)  
 Other income     209    847    (638)  
  Net operating income from continuing operations (NOI)     191,362    168,660    22,702  
Expenses:            
 Interest expense     6,545    589    5,956  
 Depreciation and amortization     56,255    49,446    6,809  
 Transaction costs    494    1,523    (1,029)  
       63,294    51,558    11,736  
Income from continuing operations before income taxes and income (loss) from unconsolidated entities     128,068    117,102    10,966  
Income tax expense     (762)    (678)    (84)  
Income (loss) from unconsolidated entities    1,290    1    1,289  12
Income from continuing operations     128,596    116,425    12,171  
Discontinued operations:            
 Gain (loss) on sales of properties, net     80,701    -    80,701  
 Income (loss) from discontinued operations, net    565   9,512   (8,947)  
 Discontinued operations, net     81,266    9,512    71,754  
Net income    209,862    125,937    83,925  
Less: Net income attributable to noncontrolling interests     (369)    (116)    (253)  
Net income attributable to common stockholders  $  209,493  $  125,821  $  83,672  
                         
 
     The increase in rental income is primarily attributable to the acquisitions of new properties and the conversion of newly constructed seniors housing triple-net prop
from which we receive rent. Certain of our leases contain annual rental escalators that are contingent upon changes in the Consumer Price Index and/or changes in the
operating revenues of the tenant’s properties.  These escalators are not fixed, so no straight-line rent is recorded; however, rental income is recorded based on the cont
cash rental payments due for the period.  If gross operating revenues at our facilities and/or the Consumer Price Index do not increase, a portion of our revenues may n
continue to increase.  Sales of real property would offset revenue increases and, to the extent that they exceed new acquisitions, could result in decreased revenues.  O
leases could renew above or below current rent rates, resulting in an increase or decrease in rental income.  For the three months ended March 31, 2013, we had no lea
renewals but we had 14 leases with rental rate increasers ranging from 0.15% to 0.41% in our seniors housing triple-net portfolio.  The decrease in interest income is
attributable to loan payoffs (see Note 6 to our consolidated financial statements for additional information).
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     Interest expense for the years ended March 31, 2013 and 2012 represents $6,829,000 and $3,533,000, respectively, of secured debt interest expense offset by intere
allocated to discontinued operations.  The change in secured debt interest expense is due to the net effect and timing of assumptions, extinguishments and principal
amortizations.  The following is a summary of our seniors housing triple-net property secured debt principal activity (dollars in thousands):

 
  Three Months Ended
  March 31, 2013  March 31, 2012

     Wtd. Avg.     Wtd. Avg.
  Amount  Interest Rate  Amount  Interest Rate

Beginning balance  $  218,741  5.393%  $  259,000  
Principal payments     (1,149)  5.536%    (1,176)  
Ending balance  $  217,592  5.392%  $  257,824  
           
Monthly averages  $  217,994  5.392%  $  258,413  
                      
 
     Depreciation and amortization increased primarily as a result of new property acquisitions and the conversions of newly constructed investment properties. To the 
that we acquire or dispose of additional properties in the future, our provision for depreciation and amortization will change accordingly.

     Transaction costs represent costs incurred with property acquisitions (including due diligence costs, fees for legal and valuation services, and termination of pre-ex
relationships computed based on the fair value of the assets acquired), lease termination fees and other similar costs.

     Changes in gains on sales of properties are related to property sales which totaled 11 and 0 for the three months ended March 31, 2013 and 2012, respectively.  The
following illustrates the reclassification impact as a result of classifying the properties sold prior to or held for sale at March 31, 2013 as discontinued operations for t
periods presented.  Please refer to Note 5 to our consolidated financial statements for further discussion.

 
   Three Months Ended
   March 31,
    2013  2012 

         
Rental income   $  872  $  
Expenses:        
 Interest expense     284   
 Provision for depreciation     23   
Income from discontinued operations, net   $  565  $
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Seniors Housing Operating

     The following is a summary of our NOI for the seniors housing operating segment (dollars in thousands):
 
   Three Months Ended  Change
    March 31,  March 31,      
    2012  2013  $  %
SSCNOI(1)   $  48,362   $  50,010   $  1,648  
Non-cash NOI attributable to same store properties    -    -    -  
NOI attributable to non same store properties(2)    2,569    53,568    50,999  
NOI   $  50,931   $  103,578   $  52,647  

           
             

(1) Due to increases in cash and non-cash revenues (described below) related to 112 same store properties.
(2) Primarily due to acquisitions of 105 properties subsequent to January 1, 2012.
                                     
 

As discussed in Note 3 to our consolidated financial statements, we completed additional acquisitions within our seniors housing operating segment during the thr
months ended March 31, 2013. The results of operations for these properties have been included in our consolidated results of operations from the dates of acquisition
seniors housing operating acquisitions were structured under RIDEA, which is discussed in Note 18 to our consolidated financial statements. When considering new
acquisitions utilizing the RIDEA structure, we look for opportunities with best-in-class operators with a strong seasoned leadership team, high-quality real estate in
attractive markets, growth potential above the standard rent escalators in our triple-net lease seniors housing portfolio, and alignment of economic interests with our
operating partner.  Our seniors housing operating properties offer us the opportunity for external growth because we have the right to fund future seniors housing inve
opportunities sourced by our operating partners. There were no seniors housing operating segment investments prior to September 1, 2010. As such, the increases in N
are almost entirely attributable to 98 property acquisitions that have occurred subsequent to March 31, 2012. The following is a summary of our seniors housing opera
results of operations (dollars in thousands):
 
    Three Months Ended  Change
    March 31,  March 31,     
    2013  2012  $  %
Revenues:            
 Resident fees and services   $  327,324  $  158,174  $  169,150  
 Interest income    757    -    757  
    328,081    158,174    169,907  
Property operating expenses    224,503    107,243    117,260  
 Net operating income from continuing operations (NOI)    103,578    50,931    52,647  
Other expenses:            
 Interest expense     19,070    15,835    3,235  
 Loss (gain) on derivatives, net    2,309    555    1,754  
 Depreciation and amortization     89,875    39,773    50,102  
 Transaction costs    65,325    1,578    63,747  
 Loss (gain) on extinguishment of debt, net    (308)   -    (308)  
       176,271    57,741    118,530  
Income (loss) from continuing operations before income taxes and income (loss) from unconsolidated entities     (72,693)    (6,810)    (65,883)  
Income tax expense    (1,729)    (659)    (1,070)  
Income (loss) from unconsolidated entities     (1,548)    (330)    (1,218)  
Net income (loss)    (75,970)    (7,799)    (68,171)  
Less: Net income (loss) attributable to noncontrolling interests     (274)    (1,305)    1,031  
Net income (loss) attributable to common stockholders  $  (75,696)  $  (6,494)  $  (69,202)  
                         
 
     Fluctuations in revenues and property operating expenses are primarily a result of acquisitions subsequent to September 30, 2010. Interest income relates to the Su
loan funded during the three months ended December 31, 2012. The fluctuations in depreciation and amortization are due to acquisitions and variations in amortizatio
short-lived intangible assets. To the extent that we acquire or dispose of additional properties in the future, these amounts will change accordingly. Loss from
unconsolidated entities during the three months ended March 31, 2013 is primarily attributable to depreciation and amortization of short-lived intangible assets related
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our joint ventures described in Note 7 to our consolidated financial statements. Interest income relates to the Sunrise loan that was acquired upon merger consummati
January 9, 2013.
 
      Interest expense represents secured debt interest expense as well as interest expense related to our unsecured Canadian term loan discussed further in Note 10 to o
consolidated financial statements. The following is a summary of our seniors housing operating property secured debt principal activity, which excludes the Canadian
loan (dollars in thousands):
 
  Three Months Ended
  March 31, 2013  March 31, 2012

     Weighted Avg.     Weighted Avg.
  Amount  Interest Rate  Amount  Interest Rate

Beginning balance  $  1,369,526  4.874%    1,318,599  5.139%
Debt issued    -  0.000%    111,000  4.180%
Debt assumed    132,680  5.492%    -  0.000%
Debt extinguished    (7,807)  7.430%    (15,709)  2.752%
Foreign currency    6  5.624%    -  0.000%
Principal payments    (5,986)  5.034%    (3,715)  5.018%
Ending balance  $  1,488,419  4.925%  $  1,410,175  5.090%
           
Monthly averages  $  1,460,933  4.921%    1,427,302  5.064%
                      
 
     In connection with secured debt extinguishments, we recognized a gain of $308,000 during the three months ended March 31, 2013. In addition, during the three m
ended March 31, 2013, we recognized a net realized loss on derivatives of $2,309,000 associated with future foreign investments.
 
    Transaction costs were incurred in connection with acquisitions that occurred during the relevant periods. Transaction costs generally include due diligence costs an
for legal and valuation services, charges associated with the termination of pre-existing relationships computed based on the fair value of the assets acquired and lease
termination fees. The majority of our seniors housing operating properties are formed through partnership interests. Net income attributable to noncontrolling interest
the three months ended March 31, 2013 represents our partners’ share of net income (loss) related to those properties.
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Medical Facilities

     The following is a summary of our NOI for the medical facilities segment (dollars in thousands):

 
   Three Months Ended  Change
    March 31,  March 31,      
    2012  2013  $  %
SSCNOI(1)   $  59,464   $  60,602   $  1,138  
Non-cash NOI attributable to same store properties(1)    2,937    2,079    (858)  
NOI attributable to non same store properties(2)    6,968    22,859    15,891  
NOI   $  69,369   $  85,540   $  16,171  

           
           

(1) Due to increases in cash and non-cash revenues (described below) related to 171 same store properties.
(2) Primarily due to acquisitions of 34 properties and conversions of construction projects into 6 revenue-generating properties subsequent to January 1, 2012.
                                     
 

     The following is a summary of our results of operations for the medical facilities segment (dollars in thousands):
 
    Three Months Ended  Change
    March 31,  March 31,     
    2013  2012  $  %
Revenues:             
 Rental income  $  111,525  $  88,059  $  23,466  
 Interest income     2,456    2,264    192  
 Other income     410    604    (194)  
       114,391    90,927    23,464  
Property operating expenses     28,851    21,558    7,293  
 Net operating income from continuing operations (NOI)     85,540    69,369    16,171  
Other expenses:            
 Interest expense     9,572    8,274    1,298  
 Depreciation and amortization     40,969    31,688    9,281  
 Transaction costs    161    2,478    (2,317)  
       50,702    42,440    8,262  
Income from continuing operations before income taxes and income from unconsolidated entities     34,838    26,929    7,909  
Income tax expense     (272)    (133)    (139)  
Income from unconsolidated entities    2,520    1,861    659  
Income from continuing operations     37,086    28,657    8,429  
Discontinued operations:            
 Gain (loss) on sales of properties, net    1,791   769   1,022  
 Income (loss) from discontinued operations, net    1,230   1,526   (296) 
 Discontinued operations, net     3,021    2,295    726  
Net income (loss)     40,107    30,952    9,155  
Less: Net income (loss) attributable to noncontrolling interests     44    133    (89)  
Net income (loss) attributable to common stockholders  $  40,063  $  30,819  $  9,244  
                         
 
     The increase in rental income is primarily attributable to the acquisitions of new properties and the construction conversions of medical facilities from which we re
rent. Certain of our leases contain annual rental escalators that are contingent upon changes in the Consumer Price Index.  These escalators are not fixed, so no straigh
rent is recorded; however, rental income is recorded based on the contractual cash rental payments due for the period.  If the Consumer Price Index does not increase,
portion of our revenues may not continue to increase.  Sales of real property would offset revenue increases and, to the extent that they exceed new acquisitions, could
in decreased revenues.  Our leases could renew above or below current rent rates, resulting in an increase or decrease in rental income.  For the three months ended M
31, 2013, our consolidated medical office building portfolio signed 68,659 square feet of new leases and 163,638 square feet of renewals.  The weighted-average term
these leases was seven years, with a rate of $20.34 per square foot and tenant improvement and lease commission costs of $17.02 per square foot.  Substantially all
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of these leases during the referenced quarter contain an annual fixed or contingent escalation rent structure ranging from the change in CPI to 3%.  For the three mont
ended March 31, 2013, we had no lease renewals and no rental rate increasers in our hospital portfolio.
 
     Interest expense for the three months ended March 31, 2013 and 2012 represents $9,733,000 and $10,238,000, respectively, of secured debt interest expense offset
interest allocated to discontinued operations.  The change in secured debt interest expense is primarily due to the net effect and timing of assumptions, extinguishmen
principal amortizations.  The following is a summary of our medical facilities secured debt principal activity (dollars in thousands):
 
  Three Months Ended
  March 31, 2013  March 31, 2012

     Weighted Avg.     Weighted Avg.
  Amount  Interest Rate  Amount  Interest Rate

           
Beginning balance  $  713,720  5.950%  $  520,066  5.981%
Debt assumed    -  0.000%    158,290  5.859%
Debt extinguished     -  0.000%     (17,383)  5.695%
Principal payments     (3,897)  6.023%     (3,319)  6.022%
Ending balance  $  709,823  5.950%  $  657,654  5.959%
           
Monthly averages  $  711,826  5.950%  $  626,821  5.953%
                      
 
     The increase in property operating expenses and depreciation and amortization is primarily attributable to acquisitions and construction conversions of new medica
facilities for which we incur certain property operating expenses offset by property operating expenses associated with discontinued operations.  Transaction costs for
three months ended March 31, 2012 represent costs incurred in connection with the acquisition of new properties.  Income from unconsolidated entities includes our s
of net income related to our joint venture investment with Forest City Enterprises and certain unconsolidated property investments related to our strategic joint ventur
relationship with a national medical office building company.  See Note 7 to our consolidated financial statements for additional information.
 
     Changes in gains/losses on sales of properties is related to property sales which totaled six and four for the three months ended March 31, 2013, and 2012, respectively
following illustrates the reclassification impact as a result of classifying the properties sold prior to or held for sale at March 31, 2013 as discontinued operations for the pe
presented.  Please refer to Note 5 to our consolidated financial statements for further discussion.
 

   Three Months Ended
   March 31,
    2013  2012 

         
Rental income   $  1,725  $
Expenses:        
 Interest expense    161   
 Property operating expenses    334   
 Provision for depreciation    -   
Income from discontinued operations, net   $  1,230  $
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     Non-Segment/Corporate

     The following is a summary of our results of operations for the non-segment/corporate activities (dollars in thousands):
 
   Three Months Ended  Change
   March 31,  March 31,     
   2013  2012  $  %
Revenues:             
 Other income  $  81  $  235  $  (154)  
Expenses:            
 Interest expense     75,102    64,116    10,986  
 General and administrative     27,179    27,751    (572)  
      102,281    91,867    10,414  
Loss from continuing operations     (102,200)    (91,632)    (10,568)  
Less: Preferred stock dividends     16,602    19,207    (2,605)  
           
Net loss attributable to common stockholders  $  (118,802)  $  (110,839)  $  (7,963)  
                      
 
     Other income primarily represents income from non-real estate activities such as interest earned on temporary investments of cash reserves.  The following is a sum
of our non-segment/corporate interest expense (dollars in thousands):
 
  Three Months Ended  Change
  March 31,  March 31,     
  2013  2012  $  %
             
Senior unsecured notes  $  72,180  $  59,301  $  12,879  
Secured debt     109     122     (13)  
Unsecured lines of credit     4,521     4,113     408  
Capitalized interest     (1,606)     (2,420)     814  
SWAP savings     (4)     (41)     37  
Loan expense     (98)     3,041     (3,139)  
           
Totals  $  75,102  $  64,116  $  10,986  
                    
 

     The change in interest expense on senior unsecured notes is due to the net effect of issuances and extinguishments.  Please refer to Note 10 of our consolidated fina
statements for additional information.  We capitalize certain interest costs associated with funds used for the construction of properties owned directly by us. The amo
capitalized is based upon the balances outstanding during the construction period using the rate of interest that approximates our cost of financing. Our interest expen
reduced by the amount capitalized.  Please see Note 11 to our consolidated financial statements for a discussion of our interest rate swap agreements and their impact 
interest expense.  Loan expense represents the amortization of deferred loan costs incurred in connection with the issuance and amendments of debt. Loan expense ch
are due to amortization of charges for costs incurred for senior unsecured note issuance.  The change in interest expense on the unsecured line of credit arrangements 
primarily to the net effect and timing of draws, paydowns and variable interest rate changes.  Please refer to Note 9 of our consolidated financial statements for additio
information regarding our unsecured line of credit arrangements.
 
     General and administrative expenses as a percentage of consolidated revenues (including revenues from discontinued operations) for the three months ended Marc
2013 and 2012 were 4.46% and 6.37%, respectively.  The increase in general and administrative expenses is primarily related to costs associated with our initiatives to
attract and retain appropriate personnel to achieve our business objectives.  The decline in percent of revenue is primarily related to the increasing revenue base as a r
of our acquisitions.

     The changes in preferred stock dividends are primarily attributable to the net effect of issuances, redemptions and conversions.  Please see Note 13 to our consolid
financial statements for additional information.
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Non-GAAP Financial Measures

     We believe that net income, as defined by U.S. GAAP, is the most appropriate earnings measurement. However, we consider FFO to be a useful supplemental mea
our operating performance. Historical cost accounting for real estate assets in accordance with U.S. GAAP implicitly assumes that the value of real estate assets dimin
predictably over time as evidenced by the provision for depreciation. However, since real estate values have historically risen or fallen with market conditions, many
industry investors and analysts have considered presentations of operating results for real estate companies that use historical cost accounting to be insufficient. In res
the National Association of Real Estate Investment Trusts (“NAREIT”) created FFO as a supplemental measure of operating performance for REITs that excludes his
cost depreciation from net income. FFO, as defined by NAREIT, means net income, computed in accordance with U.S. GAAP, excluding gains (or losses) from sales 
estate and impairment of depreciable assets, plus depreciation and amortization, and after adjustments for unconsolidated entities.

     Net operating income from continuing operations (“NOI”) is used to evaluate the operating performance of our properties. We define NOI as total revenues, includ
tenant reimbursements, less property level operating expenses, which exclude depreciation and amortization, general and administrative expenses, impairments and in
expense. Property operating expenses represent costs associated with managing, maintaining and servicing tenants for our seniors housing operating and medical facil
properties.  These expenses include, but are not limited to, property-related payroll and benefits, property management fees, marketing, housekeeping, food service,
maintenance, utilities, property taxes and insurance.  General and administrative expenses represent costs unrelated to property operations or transaction costs.  These
expenses include, but are not limited to, payroll and benefits, professional services, office expenses and depreciation of corporate fixed assets.  Same store cash NOI
(“SSCNOI”) is used to evaluate the cash-based operating performance of our properties under a consistent population which eliminates changes in the composition of
portfolio.  As used herein, same store is generally defined as those revenue-generating properties in the portfolio for the reporting period subsequent to January 1, 201
Any properties acquired, developed, transitioned or classified in discontinued operations during that period are excluded from the same store amounts.  We believe NO
SSCNOI provide investors relevant and useful information because they measure the operating performance of our properties at the property level on an unleveraged 
We use NOI and SSCNOI to make decisions about resource allocations and to assess the property level performance of our properties.

     EBITDA stands for earnings before interest, taxes, depreciation and amortization. We believe that EBITDA, along with net income and cash flow provided from
operating activities, is an important supplemental measure because it provides additional information to assess and evaluate the performance of our operations. We pri
utilize EBITDA to measure our interest coverage ratio, which represents EBITDA divided by total interest, and our fixed charge coverage ratio, which represents EBI
divided by fixed charges. Fixed charges include total interest, secured debt principal amortization and preferred dividends. 

     A covenant in our primary unsecured line of credit arrangement and Canadian denominated term loan contains a financial ratio based on a definition of EBITDA t
specific to that agreement. Failure to satisfy these covenants could result in an event of default that could have a material adverse impact on our cost and availability o
capital, which could in turn have a material adverse impact on our consolidated results of operations, liquidity and/or financial condition. Due to the materiality of the
debt agreements and the financial covenants, we have disclosed Adjusted EBITDA, which represents EBITDA as defined above and adjusted for stock-based compen
expense, provision for loan losses and gain/loss on extinguishment of debt. We use Adjusted EBITDA to measure our adjusted fixed charge coverage ratio, which rep
Adjusted EBITDA divided by fixed charges on a trailing twelve months basis. Fixed charges include total interest (excluding capitalized interest and non-cash interes
expenses), secured debt principal amortization and preferred dividends. Our covenant requires an adjusted fixed charge ratio of at least 1.50 times.

     Other than Adjusted EBITDA, our supplemental reporting measures and similarly entitled financial measures are widely used by investors, equity and debt analyst
rating agencies in the valuation, comparison, rating and investment recommendations of companies. Management uses these financial measures to facilitate internal a
external comparisons to our historical operating results and in making operating decisions. Additionally, these measures are utilized by the Board of Directors to evalu
management. Adjusted EBITDA is used solely to determine our compliance with a financial covenant in our primary line of credit arrangement and Canadian denomi
term loan and is not being presented for use by investors for any other purpose. None of our supplemental measures represent net income or cash flow provided from
operating activities as determined in accordance with U.S. GAAP and should not be considered as alternative measures of profitability or liquidity. Finally, the supple
measures, as defined by us, may not be comparable to similarly entitled items reported by other real estate investment trusts or other companies.
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     The table below reflects the reconciliation of FFO to net income attributable to common stockholders, the most directly comparable U.S. GAAP measure, for the p
presented. The provisions for depreciation and amortization include provisions for depreciation and amortization from discontinued operations. Noncontrolling intere
amounts represent the noncontrolling interests’ share of transaction costs and depreciation and amortization.  Unconsolidated entity amounts represent our share of
unconsolidated entities’ depreciation and amortization.  Amounts are in thousands except for per share data.
 
   Three Months Ended
   March 31,  June 30,  September 30,  December 31,  March 
    2012  2012  2012  2012  2013
FFO Reconciliations:                 
Net income (loss) attributable to common stockholders   $  39,307  $  54,735  $  37,269  $  90,576  $  
Depreciation and amortization     127,422    132,963    132,858    140,342    1
Impairment of assets   -   -    6,952    22,335   
Loss (gain) on sales of properties, net     (769)    (32,450)    (12,827)    (54,502)    (8
Noncontrolling interests    (4,990)    (5,189)    (5,440)    (5,439)    
Unconsolidated entities     2,887    7,873    11,913    11,735    
Funds from operations   $  163,857  $  157,932  $  170,725  $  205,047  $  1
                  
Average common shares outstanding:                
 Basic     199,661    213,498    224,391    259,290    2
 Diluted     201,658    215,138    226,258    261,210    2
                  
Per share data:                 
Net income attributable to                 
 common stockholders                 
 Basic   $  0.20  $  0.26  $  0.17  $  0.35  $
 Diluted     0.19    0.25    0.16    0.35   
                  
Funds from operations                 
 Basic   $  0.82  $  0.74  $  0.76  $  0.79  $
 Diluted     0.81    0.73    0.75    0.78   
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     The table below reflects the reconciliation of EBITDA to net income, the most directly comparable U.S. GAAP measure, for the periods presented. Interest expens
the provisions for depreciation and amortization include discontinued operations. Dollars are in thousands.
 
   Three Months Ended
   March 31,  June 30,  September 30,  December 31,  March 3
EBITDA Reconciliations:  2012  2012  2012  2012  2013 
Net income  $  57,458  $  76,875  $  53,506  $  107,005  $  
Interest expense     93,722     96,762     96,243     96,573     1
Income tax expense     1,470     1,447     836     3,858    
Depreciation and amortization     127,422     132,963     132,858     140,342     1
EBITDA  $  280,072  $  308,047  $  283,443  $  347,778  $  3
                     
Interest Coverage Ratio:                     
Interest expense  $  93,722  $  96,762  $  96,243  $  96,573  $  1
Non-cash interest expense     (3,693)     (2,849)     (2,241)     (2,612)     
Capitalized interest     2,420     2,140     2,556     2,664    
 Total interest     92,449     96,053     96,558     96,625     1
EBITDA  $  280,072  $  308,047  $  283,443  $  347,778  $  3
 Interest coverage ratio    3.03x    3.21x    2.94x    3.60x    
                      
Fixed Charge Coverage Ratio:                     
Total interest  $  92,449  $  96,053  $  96,558  $  96,625  $  1
Secured debt principal payments     8,529     9,567     10,141     10,317    
Preferred dividends     19,207     16,719     16,602     16,602     
 Total fixed charges     120,185     122,339     123,301     123,544     1
EBITDA  $  280,072  $  308,047  $  283,443  $  347,778  $  3
 Fixed charge coverage ratio    2.33x   2.52x   2.30x   2.82x   
                                   
 
     The table below reflects the reconciliation of Adjusted EBITDA to net income, the most directly comparable U.S. GAAP measure, for the periods presented. Intere
expense and the provisions for depreciation and amortization include discontinued operations. Dollars are in thousands.
 
   Twelve Months Ended
   March 31,  June 30,  September 30,  December 31,  March 
Adjusted EBITDA Reconciliations:  2012  2012  2012  2012  2013
Net income  $  238,363  $  229,029  $  230,181  $  294,841  $  3
Interest expense     356,390    368,379    376,811    383,300    4
Income tax expense     2,729    3,965    4,578    7,611   
Depreciation and amortization     476,259    498,169    515,387    533,585    5
Stock-based compensation expense     16,552    16,177    17,003    18,521    
Provision for loan losses     1,762    1,594    28,471    27,008    
Loss (gain) on extinguishment of debt, net     (979)    (403)    (188)    (775)    
Adjusted EBITDA  $  1,091,076  $  1,116,910  $  1,172,243  $  1,264,091  $  1,3
                     
Adjusted Fixed Charge Coverage Ratio:                
Interest expense  $  356,390  $  368,379  $  376,811  $  383,300  $  4
Capitalized interest     10,919     10,745     10,190     9,777    
Non-cash interest expense     (13,882)     (14,033)     (12,560)     (11,395)     (
Secured debt principal payments     30,427     32,983     35,920     38,554     
Preferred dividends     71,028     70,394     69,762     69,129     
 Total fixed charges     454,882     468,468     480,123     489,365     5
Adjusted EBITDA  $  1,091,076  $  1,116,910  $  1,172,243  $  1,264,091  $  1,3
 Adjusted fixed charge coverage ratio    2.40x   2.38x   2.44x   2.58x   
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     The following tables reflect the reconciliation of NOI and SSCNOI to net income attributable to common stockholders, the most directly comparable U.S. GAAP
measure, for the periods presented.  Amounts are in thousands.
       Three Months Ended
       March 31,  June 30,  September 30,  December 31,  March 3
NOI Reconciliations:    2012  2012  2012  2012  2013 
Total revenues:                  
 Seniors housing triple-net    $  168,660  $  176,693  $  186,005  $  187,719  $
 Seniors housing operating      158,174    165,654    174,464    205,400   
 Medical facilities      90,927    97,165    102,539    107,253   
 Non-segment/corporate      235    243    277    158   
   Total revenues      417,996    439,755    463,285    500,530   
Property operating expenses:                  
 Seniors housing operating      107,243    111,340    118,369    134,726   
 Medical facilities      21,558    24,499    25,655    26,726   

   Total property operating expenses      128,801    135,839    144,024    161,452   
Net operating income:                 
 Seniors housing triple-net      168,660    176,693    186,005    187,719   
 Seniors housing operating      50,931    54,314    56,095    70,674   
 Medical facilities      69,369    72,666    76,884    80,527   
 Non-segment/corporate      235    243    277    158   

   
Net operating income from continuing operations
(NOI)      289,195    303,916    319,261    339,078   

Reconciling items:                  
 Interest expense      (88,814)    (91,648)    (92,408)    (94,137)    
 Loss (gain) on derivatives, net      (555)    2,676    (409)    113   
 Depreciation and amortization      (120,907)    (127,968)    (129,185)    (137,689)    
 General and administrative      (27,751)    (25,870)    (23,679)    (20,039)   
 Transaction costs      (5,579)    (28,691)    (8,264)    (19,074)   
 Loss (gain) on extinguishment of debt, net      -    (576)    (215)    1,566   
 Provision for loan losses      -    -    (27,008)    -   
 Income tax benefit (expense)      (1,470)    (1,447)    (836)    (3,858)   
 Income from unconsolidated entities      1,532    1,456    (739)    232   
 Income (loss) from discontinued operations, net      11,807    45,027    16,988    40,812   
 Preferred dividends      (19,207)    (16,719)    (16,602)    (16,602)   
 Preferred stock redemption charge      -    (6,242)    -    -   
 Loss (income) attributable to noncontrolling interests      1,056    821    365    174   
         (249,888)    (249,181)    (281,992)    (248,502)    
Net income (loss) attributable to common stockholders    $  39,307  $  54,735  $  37,269  $  90,576  $
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       Three Months Ended

       March 31,  June 30,  September 30,  December 31,  March 3

       2012  2012  2012  2012  2013 
Same Store Cash NOI Reconciliations:                
Net operating income from continuing operations:                  
 Seniors housing triple-net    $  168,660  $  176,693  $  186,005  $  187,719  $
 Seniors housing operating      50,931    54,314    56,095    70,674   
 Medical facilities      69,369    72,666    76,884    80,527   
   Total      288,960    303,673    318,984    338,920   
Adjustments:                  
 Seniors housing triple-net:                  
  Non-cash NOI on same store properties      (8,426)    (8,104)    (8,603)    (8,779)   
  NOI attributable to non same store properties      (19,921)    (25,422)    (32,967)    (33,908)   
   Subtotal      (28,347)    (33,526)    (41,570)    (42,687)   
 Seniors housing operating:                  

  Non-cash NOI on same store properties      -    -    -    -   

  NOI attributable to non same store properties      (2,569)    (4,701)    (6,106)    (19,229)   

   Subtotal      (2,569)    (4,701)    (6,106)    (19,229)   
 Medical facilities:                  
  Non-cash NOI on same store properties      (2,937)    (2,350)    (2,333)    (2,331)   
  NOI attributable to non same store properties      (6,968)    (11,025)    (14,587)    (17,883)   
   Subtotal      (9,905)    (13,375)    (16,920)    (20,214)   
Same store cash net operating income:  Properties                
 Seniors housing triple-net   465    140,313    143,167    144,435    145,032   
 Seniors housing operating   112    48,362    49,613    49,989    51,445   
 Medical facilities   171    59,464    59,291    59,964    60,313   
   Total   748  $  248,139  $  252,071  $  254,388  $  256,790   

                                              
 
Health Care Reimbursements
 
     Policy and legislative changes that increase or decrease government reimbursement impact our operators and tenants that participate in Medicare, Medicaid or othe
government programs.  To the extent that policy or legislative changes decrease government reimbursement to our operators and tenants, our revenue and operations m
indirectly adversely affected. 
 
     On May 2, 2013 the Centers for Medicare and Medicaid Services (“CMS”) issued its proposed rule for the skilled nursing prospective payment system, which sets
proposed payment rate changes for the 2014 fiscal year.  Based on CMS’s proposed rule for fiscal year 2014, SNFs will  receive a net payment increase of 1.4%, whic
based on a 2.3% increase in the SNF market basket, less a 0.5% forecast error adjustment, and less a 0.4% multi-factor productivity adjustment.  CMS proposes to
implement a forecast error adjustment because the forecasted fiscal year 2012 market basket percentage change exceeded the actual SNF market basket percentage ch
by 0.51%, a figure that is in excess of the 0.5% threshold proposed by the agency for determining when a forecast error adjustment will be applied. 
 
     On November 21, 2011, the Joint Select Committee on Deficit Reduction, which was created by the Budget Control Act of 2011, concluded its work, and issued a
statement that it was not able to make a bipartisan agreement, thus triggering the sequestration process.  On January 2, 2013, President Obama signed into law the Am
Taxpayer Relief Act of 2012 (“Taxpayer Relief Act”), which delayed the sequestration process until March 1, 2013.  While the sequester went into effect March 1, 20
effective April 1, 2013, provider payments under Medicare Parts A and B, Medicare Advantage, and Medicare Part D, will be reduced up to 2% annually. 
 
     The Balanced Budget Act of 1997 mandated caps on Medicare reimbursement for certain therapy services.  However, Congress imposed various waivers on the
implementation of those caps.  The Middle Class Tax Relief and Job Creation Act of 2012 (“Job Creation Act”) made a number of changes effective on October 1, 20
including applying the therapy caps to outpatient hospitals, creating two new threshold amounts of $3,700 (one for each therapy cap amount), and requiring a manual
medical review process of claims over these new thresholds. CMS announced on March 1, 2013 that until the agency provides further guidance, all therapy claims tha
suspended for Manual Medical Review of Therapy Services above the $3,700 threshold will be subject to prepayment medical review.  The Taxpayer Relief Act exten
the Job Creation Act provisions related to payment for Medicare outpatient therapy services and extended the historical therapy cap waiver and exceptions process thr
December 31, 2013.  The Taxpayer Relief Act also increased the multiple procedure discount for Medicare Part B therapy services from 25% to 50% effective April 1
2013, which will lower revenues for certain operators or tenants.
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      CMS annually adjusts the Medicare Physician Fee Schedule payment rates based on an update formula that includes application of the Sustainable Growth Rate
(“SGR”).  On November 1, 2012, CMS published the calendar year 2013 Physician Fee Schedule final rule that called for a negative 26.5% update under the statutory
formula.  The Taxpayer Relief Act provided for a zero percent update, blocking this cut through December 31, 2013.  In March 2013, CMS estimated that the SGR fo
calendar year 2014 will be negative 15.2%.  Additionally, House Energy and Commerce and Ways and Means panels released a plan in April 2013 to eliminate the SG
updates and emphasized the importance of tailoring a permanent fix for different medical specialties.  The House panels requested comments on their proposal but ha
yet adopted a plan to eliminate the SGR. 
 
     Medicaid is a major payor source for residents in our skilled nursing facilities and hospitals.  The federal and state government share responsibility for financing
Medicaid.  President Obama’s proposed fiscal year budget for 2013 included several proposals that would have lowered federal spending for Medicaid, potentially
impacting provider Medicaid reimbursement rates.  The proposals included new limits on state provider taxes, phasing down the existing Medicaid provider tax, and
blending the Federal matching rate for state Medicaid and the Children’s Health Insurance Program.  Although the President’s proposed fiscal year budget for 2014 di
include these proposals, it nevertheless called for an overall reduction in federal health care spending by $401 billion over ten years, with savings stemming from seve
cost-saving proposals including reduced Medicare payments for long-term care hospitals, skilled nursing facilities, and other post-acute care providers.
 
     On April 26, 2013, CMS issued its proposed rule for the Inpatient Prospective Payment System, which sets forth proposed acute care and long-term care hospital
payment rate changes for the 2014 fiscal year.  Based on CMS’s proposed rule for fiscal year 2014, the Medicare rates for acute care hospitals will increase by 0.8% a
rates for hospitals providing long-term care services will increase by 0.5%, accounting for adjustments, such as the multifactor productivity adjustment and the second
adjustment for a three-year phase-in of a one-time 3.75% budget neutrality adjustment to the long-term care hospital rate.  CMS also proposes to let expire the one-ye
extension of the existing moratorium on the 25% threshold policy, a policy that imposes lower Medicare payments, in certain circumstances, on those long-term care
hospitals that admit more than 25% of their patients from a single acute care hospital.  The expiration of the moratorium on the 25% threshold policy will impact cost
reporting periods which begin on or after October 1, 2013.  
 
     Additionally, CMS proposes a number of changes to comply with the Health Reform Laws.  CMS proposes to revise the reimbursement formula for disproportiona
share hospitals resulting in these hospitals receiving only 25% of the amount they currently receive and the remaining 75% being re-allocated to certain hospitals that
provide a certain amount of uncompensated care.  Additionally, beginning in fiscal year 2015, hospitals that rank among the lowest-performing 25% with regard to ho
acquired conditions will see a 1% reduction in Medicare payment rates.  CMS also will increase the maximum payment reduction under the Hospital Readmissions
Reduction program, which began on October 1, 2012, to 2% of payment amounts in fiscal year 2014.  For fiscal year 2014, CMS is increasing the applicable percent
reduction, the portion of Medicare payments available to fund the Value-Based Purchasing Program’s value-based incentive payments, to 1.25%.    
 
Other Related Laws
 
     All health care providers are subject to a number of federal and state health care fraud and abuse laws, including, but not limited to, the Federal Anti-Kickback Sta
which generally prohibits persons from offering, providing, soliciting, or receiving remuneration to induce either the referral of an individual or the furnishing of a go
service for which payment may be made under a federal health care program, such as Medicare or Medicaid.  On April 17, 2013, the Department of Health and Huma
Services’ Office of Inspector General (“OIG”), which is the agency charged with enforcement of the Federal Anti-Kickback Statute, released a revised provider self-
disclosure protocol (“SDP”).  The SDP establishes a process for providers to voluntarily identify and disclose potential cases of fraud involving federal health care
programs.  The SDP notes that damages calculations will begin at 1.5 times the amount actually paid by federal health care programs and that disclosing entities shou
expect minimum settlement amounts of $50,000 for kickback-related submissions and $10,000 for all other matters eligible for disclosure under the SDP.  Such settle
could have an adverse effect on a property operator’s liquidity and financial condition, which could negatively impact the operator’s ability to make payments.
 
     Certain provisions in the Health Insurance Portability and Accountability Act of 1996 (“HIPAA”) require health care providers to utilize federally mandated standa
for certain electronic transactions and maintain the privacy and security of medical records and other protected health information about individuals.  Operators may f
significant financial and criminal liability if they fail to maintain the privacy and security of medical records and other protected health information or otherwise abide
applicable requirements.  The Health Information Technology for Economic and Clinical Health (“HITECH”) Act, passed in February 2009, strengthened the HHS
Secretary’s authority to impose civil money penalties for HIPAA violations occurring after February 18, 2009.  In October 2009, the Office for Civil Rights (“OCR”) 
an interim Final Rule which conformed HIPAA enforcement regulations to the HITECH Act, increasing the maximum penalty for multiple violations of a single
requirement or prohibition in a calendar year to $1.5 million.  Additionally, on January 25, 2013, OCR promulgated a Final Rule, which expands the applicability of H
and HITECH and strengthens the government’s ability to enforce these laws.  The changes also strengthen the HITECH breach
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notification requirements by clarifying when breaches of unsecured health information must be reported to the Department of Health and Human Services. Generally,
covered entities and business associates must come into compliance with the final rule by September 23, 2013, though some exceptions exist (e.g., a later deadline for
modification of certain business associate agreements).
 
Critical Accounting Policies

Our consolidated financial statements are prepared in accordance with U.S. GAAP, which requires us to make estimates and assumptions.  Management consider
accounting estimate or assumption critical if:

·         the nature of the estimates or assumptions is material due to the levels of subjectivity and judgment necessary to account for highly uncertain matters or the
susceptibility of such matters to change; and

·         the impact of the estimates and assumptions on financial condition or operating performance is material.

Management has discussed the development and selection of its critical accounting policies with the Audit Committee of the Board of Directors.  Management be
the current assumptions and other considerations used to estimate amounts reflected in our consolidated financial statements are appropriate and are not reasonably lik
change in the future.  However, since these estimates require assumptions to be made that were uncertain at the time the estimate was made, they bear the risk of chan
actual experience differs from the assumptions and other considerations used in estimating amounts reflected in our consolidated financial statements, the resulting ch
could have a material adverse effect on our consolidated results of operations, liquidity and/or financial condition.  Please refer to Note 2 to the financial statements
included in our Annual Report on Form 10-K for the year ended December 31, 2012 for further information regarding significant accounting policies that impact us.  
have been no material changes to these policies in 2013.
 
Forward-Looking Statements and Risk Factors

    This Quarterly Report on Form 10-Q may contain “forward-looking” statements as defined in the Private Securities Litigation Reform Act of 1995. These forward-
looking statements concern and are based upon, among other things, the possible expansion of the company’s portfolio; the sale of facilities; the performance of its
operators/tenants and facilities; its ability to enter into agreements with viable new tenants for vacant space or for facilities that the company takes back from financia
troubled tenants, if any; its occupancy rates; its ability to acquire, develop and/or manage facilities; its ability to make distributions to stockholders; its policies and pl
regarding investments, financings and other matters; its ability to manage the risks associated with international expansion and operations; its tax status as a real estat
investment trust; its critical accounting policies; its ability to appropriately balance the use of debt and equity; its ability to access capital markets or other sources of f
and its ability to meet its earnings guidance. When the company uses words such as “may,” “will,” “intend,” “should,” “believe,” “expect,” “anticipate,” “project,”
“estimate” or similar expressions, it is making forward-looking statements.  Forward-looking statements are not guarantees of future performance and involve risks an
uncertainties.  The company’s expected results may not be achieved, and actual results may differ materially from expectations.  This may be a result of various factor
including, but not limited to: the status of the economy; the status of capital markets, including availability and cost of capital; issues facing the health care industry,
including compliance with, and changes to, regulations and payment policies, responding to government investigations and punitive settlements and operators’/tenant
difficulty in cost-effectively obtaining and maintaining adequate liability and other insurance; changes in financing terms; competition within the health care, seniors
housing and life science industries; negative developments in the operating results or financial condition of operators/tenants, including, but not limited to, their abilit
pay rent and repay loans; the company’s ability to transition or sell facilities with profitable results; the failure to make new investments as and when anticipated; acts
God affecting the company’s facilities; the company’s ability to re-lease space at similar rates as vacancies occur; the company’s ability to timely reinvest sale procee
similar rates to assets sold; operator/tenant or joint venture partner bankruptcies or insolvencies; the cooperation of joint venture partners; government regulations affe
Medicare and Medicaid reimbursement rates and operational requirements; regulatory approval and market acceptance of the products and technologies of life scienc
tenants; liability or contract claims by or against operators/tenants; unanticipated difficulties and/or expenditures relating to future acquisitions; environmental laws
affecting the company’s facilities; changes in rules or practices governing the company’s financial reporting; the movement of foreign currency exchange rates; and le
and operational matters, including real estate investment trust qualification and key management personnel recruitment and retention.  Other important factors are ide
in the company’s Annual Report on Form 10-K for the year ended December 31, 2012, including factors identified under the headings “Business,” “Risk Factors” and
“Management’s Discussion and Analysis of Financial Condition and Results of Operations.” Finally, the company assumes no obligation to update or revise any forw
looking statements or to update the reasons why actual results could differ from those projected in any forward-looking statements.
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Item 3. Quantitative and Qualitative Disclosures about Market Risk

     We are exposed to various market risks, including the potential loss arising from adverse changes in interest rates and foreign currency exchange rates. We seek to
mitigate the underlying foreign currency exposures with gains and losses on derivative contracts hedging these exposures.  We seek to mitigate the effects of fluctuati
interest rates by matching the terms of new investments with new long-term fixed rate borrowings to the extent possible. We may or may not elect to use financial der
instruments to hedge interest rate exposure. These decisions are principally based on our policy to match our variable rate investments with comparable borrowings, b
also based on the general trend in interest rates at the applicable dates and our perception of the future volatility of interest rates. This section is presented to provide a
discussion of the risks associated with potential fluctuations in interest rates.

      We historically borrow on our primary unsecured line of credit arrangement to acquire, construct or make loans relating to health care and seniors housing propert
Then, as market conditions dictate, we will issue equity or long-term fixed rate debt to repay the borrowings under the unsecured line of credit arrangements.

      A change in interest rates will not affect the interest expense associated with our fixed rate debt. Interest rate changes, however, will affect the fair value of our fix
debt. Changes in the interest rate environment upon maturity of this fixed rate debt could have an effect on our future cash flows and earnings, depending on whether 
debt is replaced with other fixed rate debt, variable rate debt or equity or repaid by the sale of assets. To illustrate the impact of changes in the interest rate markets, w
performed a sensitivity analysis on our fixed rate debt instruments whereby we modeled the change in net present values arising from a hypothetical 1% increase in in
rates to determine the instruments’ change in fair value. The following table summarizes the analysis performed as of the dates indicated (in thousands):
 
  March 31, 2013  December 31, 2012
  Principal  Change in  Principal  Change in
  balance  fair value  balance  fair value
Senior unsecured notes  $  6,640,127  $  451,432  $  6,145,457  $  4
Secured debt    2,138,999    106,886    2,024,454    
Totals  $  8,779,126  $  558,318  $  8,169,911  $  5

                       
 

     Our variable rate debt, including our unsecured line of credit arrangements, is reflected at fair value. At March 31, 2013, we had $710,000,000 outstanding related
variable rate lines of credit and $286,727,000 outstanding related to our variable rate secured debt. Assuming no changes in outstanding balances, a 1% increase in int
rates would result in increased annual interest expense of $9,967,000. At December 31, 2012, we had no amounts outstanding under our variable rate lines of credit an
$276,006,000 outstanding related to our variable rate secured debt. Assuming no changes in outstanding balances, a 1% increase in interest rates would have resulted 
increased annual interest expense of $2,760,000.

     We are subject to risks associated with debt financing, including the risk that existing indebtedness may not be refinanced or that the terms of refinancing may not 
favorable as the terms of current indebtedness. The majority of our borrowings were completed under indentures or contractual agreements that limit the amount of
indebtedness we may incur. Accordingly, in the event that we are unable to raise additional equity or borrow money because of these limitations, our ability to acquire
additional properties may be limited.

     For additional information regarding fair values of financial instruments, see “Item 2 — Management’s Discussion and Analysis of Financial Condition and Result
Operations — Critical Accounting Policies” and Notes 11 and 16 to our unaudited consolidated financial statements.
 
Item 4. Controls and Procedures

     Our management, under the supervision and with the participation of our Chief Executive Officer and Chief Financial Officer, has evaluated the effectiveness of ou
disclosure controls and procedures (as defined in Rule 13a-15(e) of the Securities Exchange Act of 1934, as amended (the “Exchange Act”)) as of the end of the perio
covered by this Quarterly Report on Form 10-Q. Based on that evaluation, the Chief Executive Officer and Chief Financial Officer have concluded that our disclosure
controls and procedures are effective in providing reasonable assurance that information required to be disclosed by us in the reports we file with or submit to the Sec
and Exchange Commission (“SEC”) under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules an
forms. No changes in our internal control over financial reporting (as defined in Rule 13a-15(f) under the Exchange Act) occurred during the fiscal quarter covered by
Quarterly Report on Form 10-Q that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
 

PART II. OTHER INFORMATION
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Item 1.  Legal Proceedings

     From time to time, there are various legal proceedings pending to which we are a party or to which some of our properties are subject arising in the normal course 
business. We do not believe that the ultimate resolution of these proceedings will have a material adverse effect on our consolidated financial position or results of
operations.

Item 1A. Risk Factors

     Except as provided in “Item 2 — Management’s Discussion and Analysis of Financial Condition and Results of Operations — Forward Looking Statements and R
Factors,” there have been no material changes from the risk factors identified under the heading “Risk Factors” in our Annual Report on Form 10-K for the year ende
December 31, 2012.
 
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
 

Issuer Purchases of Equity Securities
          

Period  
Total Number of Shares

Purchased(1)  
Average Price Paid

Per Share  

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

Programs(2)  

Maximum Number of Shares th
Yet Be Purchased Under the Pl

Programs
January 1, 2013 through January 31, 2013   54,049  $  61.86     
February 1, 2013 through February 28, 2013  -    -     
March 1, 2013 through March 31, 2013   287    65.31     
Totals   54,336  $  61.88     
          
          
(1) During the three months ended March 31, 2013, the company acquired shares of common stock held by employees who tendered owned shares to satisfy tax withholding obligations.
(2) No shares were purchased as part of publicly announced plans or programs.
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Item 6. Exhibits
 
2.1              Agreement and Plan of Merger, dated as of August 21, 2012, by and among Sunrise Senior Living, Inc., Brewer Holdco, Inc., Brewer Holdco Sub, Inc., H

Care REIT, Inc. and Red Fox, Inc. (the exhibits and schedules to the Agreement and Plan of Merger have been omitted pursuant to Item 601(b)(2) of Regu
S-K) (filed with the SEC as Exhibit 2.1 to the company’s Form 8-K filed August 22, 2012 (File No. 001-08923), and incorporated herein by reference ther

10.1            Credit Agreement dated as of January 7, 2013, by and among Health Care REIT, Inc., the lenders listed therein, KeyBank National Association, as
administrative agent, LC issuer and a swingline lender, Bank of America, N.A. and JPMorgan Chase Bank, N.A., as co-syndication agents, Deutsche Bank
Securities, Inc., as documentation agent, Merrill Lynch, Pierce, Fenner & Smith Incorporated, J.P. Morgan Securities LLC, KeyBanc Capital Markets Inc. 
Deutsche Bank Securities Inc., as joint lead arrangers, and Merrill Lynch, Pierce, Fenner & Smith Incorporated and J.P. Morgan Securities LLC, as joint bo
managers  (filed with the SEC as Exhibit 10.1 to the company’s Form 8-K filed January 11, 2013 (File No. 001-08923), and incorporated herein by referen
thereto).

10.2            Letter Agreement, dated February 4, 2013, by and between Health Care REIT, Inc. and George L. Chapman (filed with the SEC as Exhibit 10.8(b) to the
company’s Form 10-K filed February 26, 2013 (File No. 001-08923), and incorporated herein by reference thereto).

10.3            Employment Agreement, dated March 11, 2013, by and between the Company and Scott M. Brinker.
12               Statement Regarding Computation of Ratio of Earnings to Fixed Charges and Ratio of Earnings to Combined Fixed Charges and Preferred Stock Dividen

(Unaudited)
31.1            Rule 13a-14(a)/15d-14(a) Certification of Chief Executive Officer.
31.2            Rule 13a-14(a)/15d-14(a) Certification of Chief Financial Officer.
32.1            Certification pursuant to 18 U.S.C. Section 1350 by Chief Executive Officer.
32.2            Certification pursuant to 18 U.S.C. Section 1350 by Chief Financial Officer.
101.INS     XBRL Instance Document*
101.SCH   XBRL Taxonomy Extension Schema Document*
101.CAL   XBRL Taxonomy Extension Calculation Linkbase Document*
101.LAB   XBRL Taxonomy Extension Label Linkbase Document*
101.PRE    XBRL Taxonomy Extension Presentation Linkbase Document*
101.DEF    XBRL Taxonomy Extension Definition Linkbase Document*
                           
 
*  Attached as Exhibit 101 to this Quarterly Report on Form 10-Q are the following materials, formatted in XBRL (eXtensible Business Reporting Language): (i) the Consolidated Balance Sheets at Ma

2013 and December 31, 2012, (ii) the Consolidated Statements of Comprehensive Income for the three months ended March 31, 2013 and 2012, (iii) the Consolidated Statements of Equity for the thr
months ended March 31, 2013 and 2012, (iv) the Consolidated Statements of Cash Flows for the three months ended March 31, 2013 and 2012 and (v) the Notes to Unaudited Consolidated Financial
Statements.
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     Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the undersigned hereu
duly authorized.
     
 HEALTH CARE REIT, INC.

   

Date: May 7, 2013 By:  /s/ GEORGE L. CHAPMAN   
 George L. Chapman,  

 Chairman, Chief Executive Officer and President
 (Principal Executive Officer)  

 
   
Date: May 7, 2013 By:  /s/ SCOTT A. ESTES   
 Scott A. Estes,  

 Executive Vice President and Chief Financial Officer
 (Principal Financial Officer)  

 
   
Date: May 7, 2013 By:  /s/ PAUL D. NUNGESTER, JR.   
 Paul D. Nungester, Jr.,  

 Senior Vice President and Controller
 (Principal Accounting Officer)  
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EXHIBI

EMPLOYMENT AGREEMENT
 

                THIS EMPLOYMENT AGREEMENT, effective the 11th day of March, 2013 (the “Agreement”), is entered into by and between HEALTH CARE REIT, 
Delaware corporation, (the “Corporation”), and SCOTT M. BRINKER (the “Executive”).

                WHEREAS, the Corporation wishes to assure itself of the services of the Executive for the period provided in this Agreement and the Executive is willing to s
the employ of the Corporation for such period upon the terms and conditions set forth in this Agreement.

                NOW THEREFORE, in consideration of the mutual covenants herein contained, the parties, intending to be legally bound, hereby agree as follows:

                1.             EMPLOYMENT 

                The Corporation hereby agrees to employ the Executive as Executive Vice President-Investments upon the terms and conditions herein contained, and the Ex
hereby agrees to accept such employment and to serve in such position.  As Executive Vice President-Investments, the Executive will (i) [list of responsibilities
determined] and (ii) undertake such other responsibilities as may be assigned to the Executive by the Corporation’s Chief Executive Officer (the “CEO”) or Presiden
time to time.  In such capacity, the Executive shall report to the Corporation’s CEO, President and Board of Directors and shall have such powers and responsi
consistent with his position as may be assigned.

                Throughout the term of this Agreement, the Executive shall devote his best efforts and all of his business time and services to the business and affairs of the Corpo

 

                2.             TERM OF AGREEMENT

 

                The current term of employment under this Agreement shall expire on January 31, 2015.  Upon the expiration of such term, the term of employment hereund
automatically be extended without further action by the parties for successive two (2) year renewal terms, unless either party shall give at least six (6) months advance 
notice to the other of his or its intention that this Agreement shall terminate upon the expiration of the current term or the then current renewal term, as the case m
Notwithstanding the foregoing, if a Change in Corporate Control (as defined in Section 6 hereof) occurs during the term of this Agreement, the term of employment her
shall automatically be extended for twenty-four (24) months following the occurrence of the Change in Corporate Control.

                The Corporation shall be entitled to terminate this Agreement immediately for any reason, subject to the continuing obligations of the Corporation under this Agre

 

                3.             SALARY AND BONUS

                The Executive shall receive a base salary during the term of this Agreement at a rate of $444,960 per annum for 2013, and at a rate of not less than that amo
annum for subsequent years, payable in substantially equal semi-monthly installments.  The Compensation Committee of the Board shall consult with the CEO and rev
Executive’s base salary at annual intervals, and may adjust the Executive’s annual base salary from time to time as the Committee deems to be appropriate.

                The Executive shall also be eligible to receive an annual bonus from the Corporation each year during the term of this Agreement, with the actual amount of such
to be determined by the Compensation Committee of the Corporation’s Board, using such performance measures as the Committee deems to be appropriate.  Such bonus,
shall be paid to the Executive no later than sixty (60) days after the end of the year to which the bonus relates.

                4.             ADDITIONAL COMPENSATION AND BENEFITS

                The Executive shall receive the following additional compensation and welfare and fringe benefits during the term of the Agreement:

                                (a)           Stock Options and Other Long-Term Incentives.  During the term of the Agreement, any stock options, restricted stock or other awards granted
the 2005 Long-Term Incentive Plan shall be at the discretion of the Compensation Committee of the Corporation’s Board.

 

 

 



 
 
                                (b)           Health Insurance.  The Corporation shall provide the Executive and his dependents with health insurance, life insurance and disability cove
terms no less favorable than that from time to time made available to other key employees.

                                (c)           Paid Time Off.  The Executive shall be entitled to paid time off (“PTO”) (based on number of years of service) in accordance with the Corpor
PTO policy during the term of this Agreement and any extensions thereof.

                                (d)           Business Expenses.  The Corporation shall reimburse the Executive for all reasonable expenses he incurs in promoting the Corporation’s bu
including expenses for travel and similar items, upon presentation by the Executive from time to time of an itemized account of such expenditures.

 

                In addition to the benefits provided pursuant to the preceding paragraphs of this Section 4, the Executive shall be eligible to participate in such other ex
compensation and retirement plans of the Corporation as are applicable generally to other officers, and in such welfare benefit plans, programs, practices and policies
Corporation as are generally applicable to other key employees, unless such participation would duplicate, directly or indirectly, benefits already accorded to the Executive.

                5.             PAYMENTS UPON TERMINATION

                                (a)           Involuntary Termination or Termination by Executive for Good Reason (as defined below).  If the Executive’s employment is involu
terminated by the Corporation or terminated by the Executive for Good Reason during the term of this Agreement, the Executive shall be entitled to the following: 

(i)                   base salary accrued through the date of termination;

(ii)                 any accrued but unpaid vacation pay through the date of termination;

(iii)                any bonuses earned but unpaid with respect to fiscal years or other completed periods preceding the termination date;

(iv)               any nonforfeitable benefits payable to the Executive under the terms of any deferred compensation, incentive or other benefi
maintained by the Corporation, payable in accordance with the terms of the applicable plan;

(v)                 all stock options, restricted stock or other awards with time-based vesting granted to the Executive under any deferred compen
incentive or other benefit plan maintained by the Corporation shall become fully vested and earned and payable and, in the case of stock options, exercisable in full and a
options, restricted stock or other awards with performance-based vesting granted to the Executive under any deferred compensation, incentive or other benefit plan maintai
the Corporation shall become vested to the extent provided in the applicable award agreements;

(vi)               continued coverage at the Corporation’s expense under any life, health and disability insurance programs maintained by the Corpora
which the Executive participated at the time of his termination for the remaining term of the Agreement (but not less than six (6) months and not more than the period
which the Executive would be entitled to continuation coverage under Section 4980B of the Internal Revenue Code, as amended (the “Code”), if the Executive electe
coverage and paid the applicable premiums), or until, if earlier, the date the Executive obtains comparable coverage under benefit plans maintained by a new employer; and

(vii)              subject to the Executive signing a general release of claims in favor of the Corporation and related persons and entities in a form and 
satisfactorily to the Corporation (the “Release”), and the Release becoming irrevocable within thirty (30) days after the date of termination, a series of monthly sev
payments for each month during the remaining term of this Agreement, but not less than twelve (12) months (the “Severance Period”), each in an amount equal to one-
(1/12th) of the sum of (A) the Executive’s base salary, as in effect on the date of termination, and (B) the average of the annual bonuses paid to the Executive for the prio
fiscal years preceding the termination date, which shall be paid to the Executive beginning with the first payroll date that begins thirty (30) days following the date of term
in accordance with the Corporation’s normal payroll practices, except to the extent delayed payments are required by Section 16 below.  The Executive shall be under no 
mitigate the amounts owed to him under this paragraph by seeking such a replacement position but all payments of severance payments shall cease if the Executive viola
provisions of Section 10 hereof.

 
                All cash payments required to be paid pursuant to this Section (other than severance payments) shall be made to the Executive within sixty (60) days following t
of such termination.

                For purposes of this Agreement, “Good Reason” shall mean, without the Executive’s prior consent:  (1) the assignment of Executive to a position other th
Executive Vice President-Investments of the Corporation (other than for Cause or by reason of permanent disability) or the assignment of duties materially inconsistent wi
position if either such change in assignment constitutes a material diminution in the Executive’s authority, duties or responsibilities, or (2) the direction of Executive to re
anyone other than the Corporation’s CEO, President or Board of Directors if such change in reporting duties constitutes a material diminution in the authority, du
responsibilities of the supervisor to whom the Executive is required to report; provided, however, with respect to  

 



 
 
clauses (1) or (2) above, the Executive must have notified the Corporation within the first ninety (90) days following the initial date of such change in assignm
reporting duties that he regarded such change in assignment or reporting duties as grounds justifying resignation for Good Reason under this paragraph and the Corp
must have failed to cure such change in assignment or reporting duties within ninety (90) days following its receipt of such notice from the Executive; and provided f
the Executive must have resigned under this paragraph within one (1) year following the initial existence of a change in assignment or reporting duties described here

                                (b)           Disability.  The Corporation shall be entitled to terminate the Executive’s employment if the Board determines that the Executive has been un
attend to his duties for at least ninety (90) days because of a medically diagnosable physical or mental condition, and has received a written opinion from a physician accept
the Board that such condition prevents the Executive from resuming full performance of his duties and is likely to continue for an indefinite period.  Upon such terminati
Executive shall be entitled to the following: 

(i)                   base salary accrued through the date of termination;

(ii)                 any accrued but unpaid vacation pay through the date of termination;

(iii)                any bonuses earned but unpaid with respect to fiscal years or other completed periods preceding the termination date;

(iv)               any nonforfeitable benefits payable to the Executive under the terms of any deferred compensation, incentive or other benefi
maintained by the Corporation, payable in accordance with the terms of the applicable plan; and

(v)                 all stock options, restricted stock or other awards with time-based vesting granted to the Executive under any deferred compen
incentive or other benefit plan maintained by the Corporation shall become fully vested and earned and payable and, in the case of stock options, exercisable in full and a
options, restricted stock or other awards with performance-based vesting granted to the Executive under any deferred compensation, incentive or other benefit plan maintai
the Corporation shall become vested to the extent provided in the applicable award agreements.
 

                All cash payments required to be paid pursuant to this Section shall be made to the Executive within sixty (60) days following the date of such termination. 

                                (c)           Termination for Cause.  If the Executive’s employment is terminated by the Corporation for Cause, the Executive shall be entitled to the follow

(i)                   base salary accrued through the date of termination;

(ii)                 any accrued but unpaid vacation pay through the date of termination;

(iii)                any bonuses earned but unpaid with respect to fiscal years or other completed periods preceding the termination date; and

(iv)               any nonforfeitable benefits payable to the Executive under the terms of any deferred compensation, incentive or other benefi
maintained by the Corporation, payable in accordance with the terms of the applicable plan. 
 

                All cash payments required to be paid pursuant to this Section shall be made to the Executive within sixty (60) days following the date of such termination. 

                For purposes of this Agreement, “Cause” shall mean:  (1) action by the Executive involving willful disloyalty to the Corporation, such as embezzlement
misappropriation of corporate assets or a breach of the covenants set forth in Sections 9 and 10 herein; (2) the Executive being convicted of a felony; (3) the Executiv
convicted of any crime or offense that is not a felony but was (x) committed in connection with the performance of his duties hereunder or (y) involved moral turpitude; or
intentional and willful failure by the Executive to substantially perform his duties hereunder as directed by the Corporation’s CEO or President (other than any such 
resulting from the Executive’s incapacity due to physical or mental disability) after a demand for substantial performance is made on the Executive by the Board of Director

(d)           Voluntary Termination or Resignation by the Executive.  If the Executive voluntarily terminates (but not by reason of expiration of the term) or 
his employment, the Executive shall be entitled to the following: 

                (i)            base salary accrued through the date of termination;

(ii)                 any accrued but unpaid vacation pay through the date of termination;

(iii)                any bonuses earned but unpaid with respect to fiscal years or other completed periods preceding the termination date; and
 



 
 

(iv)               any nonforfeitable benefits payable to the Executive under the terms of any deferred compensation, incentive or other benefi
maintained by the Corporation, payable in accordance with the terms of the applicable plan. 
 

                All cash payments required to be paid pursuant to this Section shall be made to the Executive within sixty (60) days following the date of such termination.

                                (e)           Termination upon Expiration of the Term.  If the Executive’s employment terminates as a result of the expiration of the term of this Agre
the Executive shall be entitled to the following: 

(i)                   base salary accrued through the date of termination;

(ii)                 any accrued but unpaid vacation pay through the date of termination;

(iii)                any bonuses earned but unpaid with respect to fiscal years or other completed periods preceding the termination date;

(iv)               any nonforfeitable benefits payable to the Executive under the terms of any deferred compensation, incentive or other benefi
maintained by the Corporation, payable in accordance with the terms of the applicable plan; and

(vi)               in the event the expiration of the term of this Agreement is as a result of non-renewal of the Agreement by the Corporation, all stock o
restricted stock or other awards with time-based vesting granted to the Executive under any deferred compensation, incentive or other benefit plan maintained by the Corp
shall become fully vested and earned and payable and, in the case of stock options, exercisable in full and all stock options, restricted stock or other awards with perfor
based vesting granted to the Executive under any deferred compensation, incentive or other benefit plan maintained by the Corporation shall become vested to the extent pr
in the applicable award agreements.
 

                                                All cash payments required to be paid pursuant to this Section shall be made to the Executive within sixty (60) days following the date 
termination. 

                6.             CHANGE IN CORPORATE CONTROL

                                (a)           In the event of a Change in Corporate Control (as defined below), all stock options, restricted stock or other awards with time-based vesting 
to the Executive under any deferred compensation, incentive or other benefit plan maintained by the Corporation shall become fully vested and earned and payable and, in t
of stock options, exercisable in full and all stock options, restricted stock or other awards with performance-based vesting granted to the Executive under any d
compensation, incentive or other benefit plan maintained by the Corporation shall become vested to the extent provided in the applicable award agreements.

                                (b)           at any time during the period of twenty-four (24) consecutive months following the occurrence of a Change in Corporate Control (as defined b
and during the term of this Agreement, the Executive is involuntarily terminated (other than for Cause), or resigns his employment for Good Reason, the Executive s
entitled to the following: 

(i)                   base salary accrued through the date of termination;

(ii)                 any accrued but unpaid vacation pay through the date of termination;

(iii)                any bonuses earned but unpaid with respect to fiscal years or other completed periods preceding the termination date;

(iv)               any nonforfeitable benefits payable to the Executive under the terms of any deferred compensation, incentive or other benefi
maintained by the Corporation, payable in accordance with the terms of the applicable plan;

(v)                 continued coverage at the Corporation’s expense under any life, health and disability insurance programs maintained by the Corpora
which the Executive participated at the time of his termination for the remaining term of the Agreement (but not less than six (6) months and not more than the period
which the Executive would be entitled to continuation coverage under Section 4980B of the Code  if the Executive elected such coverage and paid the applicable premiu
until, if earlier, the date the Executive obtains comparable coverage under benefit plans maintained by a new employer; and

 

(vi)               a lump sum severance payment equal to the present value of a series of monthly severance payments for twenty-four (24) month
in an amount equal to one-twelfth (1/12th) of the sum of (A) the Executive’s base salary, as in effect at the time of the Change in Corporate Control, and (B) the ave
the annual bonuses paid to the Executive for the prior three fiscal years of the Corporation ending prior to the Change in Corporate Control.  Such present value s
calculated using a discount rate equal to the interest rate on 90-day Treasury bills, as reported in the Wall Street Journal (or similar publication) on the date of the Cha
Corporate Control. 
 

 



 
 
                All cash payments required to be paid pursuant to this Section (other than severance) shall be made to the Executive within sixty (60) days following the date 
termination.  The lump sum severance payment described in the preceding subsection (viii) shall also be paid within sixty (60) days, except to the extent a delayed paym
required by Section 16 below.  Notwithstanding the foregoing,  the severance payment under this Section shall be payable on a monthly basis instead of a lump sum if the “C
in Corporate Control” does not constitute a “change in control event” within the meaning of Treasury Regulation Section 1.409A-3(i)(g).

 

                (c)           For purposes of this Agreement, a “Change in Corporate Control” shall mean:

                (i)            the acquisition in one or more transactions of more than twenty percent (20%) of the Corporation’s outstanding common stock 
equivalent in voting power of any class or classes of securities of the Corporation entitled to vote in elections of directors) by any corporation, or other person or group (wit
meaning of Section 14(d)(3) of the Securities Exchange Act of 1934, as amended), except for acquisitions of the Corporation’s outstanding common stock by (A) the Corp
or an affiliate or subsidiary of the Corporation, (B) an employee benefit plan (or any trust forming a part thereof) of the Corporation, or (C) an underwriter temporarily h
securities of the Corporation pursuant to an offering of such securities;

                (ii)           Stockholder approval of a plan for the liquidation or sale of substantially all of the assets of the Corporation;

                (iii)          The consummation of any merger or consolidation involving the Corporation, unless (A) the stockholders of the Corporation, imme
before such merger or consolidation, own, directly or indirectly, immediately following such merger or consolidation, more than fifty percent (50%) of the then outst
shares of common stock (or the equivalent in voting power of any class or classes of securities of the corporation entitled to vote in elections of directors) of the corp
resulting from such merger or consolidation (the “Surviving Company”) in substantially the same proportion as their ownership of the Corporation’s outstanding co
stock (or the equivalent in voting power of any class or classes of securities of the Corporation entitled to vote in elections of directors) immediately before such me
consolidation, and (B) the persons who were Continuing Directors (as defined below) immediately prior to the execution of the agreement providing for such me
consolidation constitute more than fifty percent (50%) of the members of the Board of Directors of the Surviving Company; or

                (iv)          During any twenty-four (24) month period, individuals who, as of the beginning of such period, constitute the Board of Directo
“Continuing Directors”) cease for any reason to constitute at least a majority of the Board.  For this purpose, any person who is nominated for election as a member of the
after May 3, 2012 shall also be considered a “Continuing Director” if, and only if, his or her nomination for election to the Board of Directors is approved or recommend
majority of the members of the Board (or of the relevant Nominating Committee) and at least five (5) members of the Board are themselves Continuing Directors at the 
such nomination. 

 

                                (d)           Notwithstanding anything else in this Agreement, if any payment, accelerated vesting or other benefit provided by the Corporation
Executive in connection with a Change in Corporate Control, whether paid or payable pursuant to the terms of this Agreement or otherwise (a “Parachute Payme
determined to be a parachute payment subject to the excise tax imposed by Section 4999 of the Code or any other tax having the same effect (such excise tax or oth
together with any interest and penalties incurred by the Executive with respect to such taxes, are collectively referred to herein as the “Excise Tax”), and if reduc
amount of the payments would result in greater benefits to the Executive (after taking into consideration the payment by the Executive of all income and excise tax
would be owing as a result of the Parachute Payment), the payments will be reduced by the amount necessary to maximize the benefits received by the Exe
determined on an after-tax basis. 
 

                7.             DEATH 

                                If the Executive dies during the term of this Agreement, the Corporation shall pay to the Executive’s estate the following:

(i)                   base salary accrued through the date of death;

(ii)                 any accrued but unpaid vacation pay through the date of death;

(iii)                any bonuses earned but unpaid with respect to fiscal years or other completed periods preceding the date of death;

(iv)               any nonforfeitable benefits payable to the Executive under the terms of any deferred compensation, incentive or other benefi
maintained by the Corporation, payable in accordance with the terms of the applicable plan; and
 



 
 

(vii)              all stock options, restricted stock or other awards with time-based vesting granted to the Executive under any deferred compen
incentive or other benefit plan maintained by the Corporation shall become fully vested and earned and payable and, in the case of stock options, exercisable in full and a
options, restricted stock or other awards with performance-based vesting granted to the Executive under any deferred compensation, incentive or other benefit plan maintai
the Corporation shall become vested to the extent provided in the applicable award agreements.
 

                                                All cash payments required to be paid pursuant to this Section shall be made to the estate within sixty (60) days following the date of death. 

                8.             WITHHOLDING 

 

                                The Corporation shall, to the extent permitted by law, have the right to withhold and deduct from any payment hereunder any federal, state or local taxes
kind required by law to be withheld with respect to any such payment.

 

                9.             PROTECTION OF CONFIDENTIAL INFORMATION

                                The Executive agrees that he will keep all confidential and proprietary information of the Corporation or relating to its business confidential, and that 
not (except with the Corporation’s prior written consent), while in the employ of the Corporation or thereafter, disclose any such confidential information to any person
corporation, association or other entity, other than in furtherance of his duties hereunder, and then only to those with a “need to know.”  The Executive shall not make use
such confidential information for his own purposes or for the benefit of any person, firm, corporation, association or other entity (except the Corporation) under any circum
during or after the term of his employment.  The foregoing shall not apply to any information which is already in the public domain, or is generally disclosed by the Corpora
is otherwise in the public domain at the time of disclosure.

                                The Executive recognizes that because his work for the Corporation may bring him into contact with confidential and proprietary information
Corporation, the restrictions of this Section 9 are required for the reasonable protection of the Corporation and its investments and for the Corporation’s reliance on and con
in the Executive.

 

                10.          COVENANT NOT TO COMPETE

 

                                The Executive hereby agrees that he will not, either during the employment term or during the period of one (1) year from the time the Exec
employment under this Agreement ceases (for whatever reason other than after the expiration of the term of this Agreement as a result of the Corporation electing not to ren
term thereof), engage in any business activities on behalf of any enterprise which competes with the Corporation in the business of (i) ownership or operation of Healt
Facilities (defined below); ( ii) investment in or lending to health care related enterprises (including, without limitation, owners or developers of Health Care Facilitie
management of Health Care Facilities; or (iv) provision of any planning or development services for Health Care Facilities. “Health Care Facilities” means any
housing facilities or facilities used or intended primarily for the delivery of health care services, including, without limitation, any active adult communities, indep
living facilities, assisted living facilities, skilled nursing facilities, inpatient rehabilitation facilities, ambulatory surgery centers, medical office buildings, hospitals 
kind, or any similar types of facilities or projects.  The Executive will be deemed to be engaged in such competitive business activities if he participates in such a b
enterprise as an employee, officer, director, consultant, agent, partner, proprietor, or other participant; provided that the ownership of no more than two percent (2%) of the s
a publicly traded corporation engaged in a competitive business shall not be deemed to be engaging in competitive business activities.

 

                The Executive agrees that he shall not, for a period of one year from the time his employment under this Agreement ceases (for whatever reason other than a
expiration of the term of this Agreement as a result of the Corporation electing not to renew the term thereof), or, if later, during any period in which he is receiving m
severance payments under Section 5 of this Agreement, solicit any employee or full-time consultant of the Corporation for the purposes of hiring or retaining such emplo
consultant. 

 

 



 
 
                11.          INJUNCTIVE RELIEF

 

                The Executive acknowledges and agrees that it would be difficult to fully compensate the Corporation for damages resulting from the breach or threatened breach
covenants set forth in Sections 9 and 10 of this Agreement and accordingly agrees that the Corporation shall be entitled to temporary and injunctive relief, including tem
restraining orders, preliminary injunctions and permanent injunctions, to enforce such provisions in any action or proceeding instituted in the United States District Court
Northern District of Ohio or in any court in the State of Ohio having subject matter jurisdiction.  This provision with respect to injunctive relief shall not, however, dimin
Corporation’s right to claim and recover damages.

                It is expressly understood and agreed that although the parties consider the restrictions contained in this Agreement to be reasonable, if a court determines that the 
territory or any other restriction contained in this Agreement is an unenforceable restriction on the activities of the Executive, no such provision of this Agreement s
rendered void but shall be deemed amended to apply as to such maximum time and territory and to such extent as such court may judicially determine or indicate to be reaso

 

                12.          NOTICES 

 

                                All notices or communications hereunder shall be in writing and sent certified or registered mail, return receipt requested, postage prepaid, addressed as 
(or to such other address as such party may designate in writing from time to time):

 

                If to the Corporation:

 

                Health Care REIT, Inc.

                4500 Dorr Street

                Toledo, OH 43615

                Attention:  Senior Vice President-Administration and Corporate Secretary

 

                If to the Executive:

 

                Scott M. Brinker

                2563 Underhill Road

                Toledo, OH 43615

 

The actual date of receipt, as shown by the receipt therefor, shall determine the time at which notice was given.

 

                13.          SEPARABILITY 

 

                                If any provision of this Agreement shall be declared to be invalid or unenforceable, in whole or in part, such invalidity or unenforceability shall not af
remaining provisions hereof which shall remain in full force and effect.

 

 



 
 
                14.          ASSIGNMENT 

 

                This Agreement shall be binding upon and inure to the benefit of the heirs and representatives of the Executive and the assigns and successors of the Corporati
neither this Agreement nor any rights hereunder shall be assignable or otherwise subject to hypothecation by the Executive.

 

                15.          ENTIRE AGREEMENT

 

                This Agreement represents the entire agreement of the parties and shall supersede any and all previous contracts, arrangements or understandings betw
Corporation and the Executive.  The Agreement may be amended at any time by mutual written agreement of the parties hereto.

 

                16.          SECTION 409A COMPLIANCE

 

                This Agreement is intended to comply with the requirements of Section 409A of the Code, and shall be interpreted and construed consistently with such 
The payments to the Executive pursuant to this Agreement are also intended to be exempt from Section 409A of the Code to the maximum extent possible, under eit
separation pay exemption pursuant to Treasury Regulation Section 1.409A-1(b)(9)(iii) or as short-term deferrals pursuant to Treasury Regulation Section 1.409A-1
Each payment and benefit hereunder shall constitute a “separately identified” amount within the meaning of Treasury Regulation Section 1.409A-2(b)(2).  In the ev
terms of this Agreement would subject the Executive to taxes or penalties under Section 409A of the Code (“409A Penalties”), the Corporation and the Executiv
cooperate diligently to amend the terms of the Agreement to avoid such 409A Penalties, to the extent possible.  To the extent any amounts under this Agreement are p
by reference to Executive’s “termination,” “termination of employment,” or similar phrases, such term shall be deemed to refer to the Executive’s “separation from se
(as defined in Treasury Regulation Section 1.409A-1(h) (without regard to any permissible alternative definition thereunder) with the Corporation and all entities tre
a single employer with the Corporation under Sections 414(b) and (c) of the Code but substituting a 50% ownership level for the 80% ownership level set forth th
Notwithstanding any other provision in this Agreement, if the Executive is a “Specified Employee” (as defined Treasury Regulation Section 1.409A-1(i) on Decemb
of the prior calendar year), as of the date of the Executive’s separation from service, then to the extent any amount payable under this Agreement (i) constitutes the pa
of nonqualified deferred compensation, within the meaning of Section 409A of the Code, (ii) is payable upon the Executive’s separation from service and (iii) un
terms of this Agreement would be payable prior to the six-month anniversary of the Executive’s separation from service, such payment shall be delayed and paid
Executive, together with interest at an annual rate equal to the interest rate specified by KeyBank for a six-month certificate of deposit, on the first day of the first ca
month beginning at least six months following the date of termination, or, if earlier, within ninety (90) days following the Executive’s death to the Executive’s su
spouse (or such other beneficiary as the Executive may designate in writing).  Any reimbursement or advancement payable to the Executive pursuant to this Agre
shall be conditioned on the submission by the Executive of all expense reports reasonably required by the Corporation under any applicable expense reimbursement 
and shall be paid to the Executive within thirty (30) days following receipt of such expense reports, but in no event later than the last day of the calendar year follow
calendar year in which the Executive incurred the reimbursable expense.  Any amount of expenses eligible for reimbursement, or in-kind benefit provided, du
calendar year shall not affect the amount of expenses eligible for reimbursement, or in-kind benefit to be provided, during any other calendar year.  The right 
reimbursement or in-kind benefit pursuant to this Agreement shall not be subject to liquidation or exchange for any other benefit.

 

                17.          GOVERNING LAW

 

                This Agreement shall be construed, interpreted, and governed in accordance with the laws of the State of Ohio, other than the conflict of laws provisions of such la

 

 

 



 
 
                                IN WITNESS WHEREOF, the Corporation has caused this Agreement to be duly executed, and the Executive has hereunto set his hand, as of the d
year first above written.

 

                                                                                                                HEALTH CARE REIT, INC.

 

 

                                                                                                                By: /s/ Erin C. Ibele                                                            

Name: Erin C. Ibele

Title: Senior Vice President – Administration and Corporate Secretary

                                                                                                                         

 

 

                                                                                                                EXECUTIVE:

 

 

                                                                                                                /s/ Scott M. Brinker                                                            

                                                                                                                Scott M. Brinker
 

 



 



 
EXHI

                      
STATEMENT REGARDING COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES AND RATIO OF EARNINGS TO COMBINED FIXED CHARGES A

PREFERRED STOCK DIVIDENDS (UNAUDITED)
                      
  Year Ended December 31,  Three Months Ended March 3
  2008  2009  2010  2011  2012  2012  2013
                     
  (dollars in thousands)
Earnings:                     
Pretax income from continuing operations
before adjustment for income or loss from
equity investees(1)  $  94,127  $  107,627  $  36,194  $  112,301  $  185,336  $  45,589  $  
Fixed charges    115,352    110,012    140,739    296,544    365,389    87,542    
Capitalized interest    (25,029)    (41,170)    (20,792)    (13,164)    (9,777)    (2,421)   
Amortized premiums, discounts and
capitalized expenses related to indebtedness    11,231    11,898    13,945    13,905    11,395    3,693   
Noncontrolling interest in pre-tax income of
subsidiaries that have not incurred fixed
charges    (126)    342    (357)    4,894    2,415    1,056   
Earnings  $  195,555  $  188,709  $  169,729  $  414,480  $  554,758  $  135,459  $

                     

Fixed charges:                     

Interest expense(1)  $  101,554  $  80,740  $  133,892  $  297,285  $  367,007  $  88,814  $  
Capitalized interest    25,029    41,170    20,792    13,164    9,777    2,421   
Amortized premiums, discounts and
capitalized expenses related to indebtedness    (11,231)    (11,898)    (13,945)    (13,905)    (11,395)    (3,693)   
Fixed charges  $  115,352  $  110,012  $  140,739  $  296,544  $  365,389  $  87,542  $  

                     
Consolidated ratio of earnings to fixed
charges    1.70    1.72    1.21    1.40    1.52    1.55   
                     

Earnings:                     
Pretax income from continuing operations
before adjustment for income or loss from
equity investees(1)  $  94,127  $  107,627  $  36,194  $  112,301  $  185,336  $  45,589  $  
Fixed charges    115,352    110,012    140,739    296,544    365,389    87,542    
Capitalized interest    (25,029)    (41,170)    (20,792)    (13,164)    (9,777)    (2,421)   
Amortized premiums, discounts and
capitalized expenses related to indebtedness    11,231    11,898    13,945    13,905    11,395    3,693   
Noncontrolling interest in pre-tax income of
subsidiaries that have not incurred fixed
charges    (126)    342    (357)    4,894    2,415    1,056   
Earnings  $  195,555  $  188,709  $  169,729  $  414,480  $  554,758  $  135,459  $

                     

Fixed charges:                     

Interest expense(1)  $  101,554  $  80,740  $  133,892  $  297,285  $  367,007  $  88,814  $  
Capitalized interest    25,029    41,170    20,792    13,164    9,777    2,421   
Amortized premiums, discounts and
capitalized expenses related to indebtedness    (11,231)    (11,898)    (13,945)    (13,905)    (11,395)    (3,693)   
Fixed charges    115,352    110,012    140,739    296,544    365,389    87,542    
Preferred stock dividends    23,201    22,079    21,645    60,502    69,129    19,207   
Combined fixed charges and preferred stock
dividends  $  138,553  $  132,091  $  162,384  $  357,046  $  434,518  $  106,749  $  

                     
Consolidated ratio of earnings to combined
fixed charges and preferred stock dividends    1.41    1.43    1.05    1.16    1.28    1.27   
                      
                      

(1) We have reclassified the income and expenses attributable to the properties sold prior to or held for sale at March 31, 2013 to discontinued operations.
 

 



 



 

EXHIBI

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, George L. Chapman, certify that:
 
1.  I have reviewed this quarterly report on Form 10-Q of Health Care REIT, Inc.;
   
2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements 

in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

   
3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial

condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

   
4.  The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Ac

Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant an
have:

 

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

    
 (b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our

supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for ex
purposes in accordance with generally accepted accounting principles;

    
 (c)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the

effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

    
 (d)  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most rece

fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to mat
affect, the registrant’s internal control over financial reporting; and

 

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

 

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

    
 (b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal con

over financial reporting.

Date: May 7, 2013
     
   
 /s/ GEORGE L. CHAPMAN   
 George L. Chapman,  
 Chief Executive Officer  
 
 

 



 



 

EXHIBI

CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, Scott A. Estes, certify that:
 
1.  I have reviewed this quarterly report on Form 10-Q of Health Care REIT, Inc.;
   
2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements 

in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

   
3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial

condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

   
4.  The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Ac

Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant an
have:

 

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

    
 (b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our

supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for ex
purposes in accordance with generally accepted accounting principles;

    
 (c)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the

effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

    
 (d)  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most rece

fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to mat
affect, the registrant’s internal control over financial reporting; and

 

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

 

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

    
 (b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal con

over financial reporting.

Date: May 7, 2013
     
   
 /s/ SCOTT A. ESTES   
 Scott A. Estes,  
 Chief Financial Officer  
 
 

 



 



 

EXHIBI

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

          I, George L. Chapman, the Chief Executive Officer of Health Care REIT, Inc. (the “Company”), certify, pursuant to Section 906 of the Sarbanes-Oxley Act of 2
(18 U.S.C. Section 1350), that (i) the Quarterly Report on Form 10-Q for the Company for the quarter ended March 31, 2013 (the “Report”), fully complies with the
requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and (ii) the information contained in the Report fairly presents, in all material respects,
financial condition and results of operations of the Company.
     
   
 /s/ GEORGE L. CHAPMAN   
 George L. Chapman,  

 Chief Executive Officer
 Date: May 7, 2013  

 

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the Secu
and Exchange Commission or its staff upon request.
 
 

 



 



 

EXHIBI

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

          I, Scott A. Estes, the Chief Financial Officer of Health Care REIT, Inc. (the “Company”), certify, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (1
U.S.C. Section 1350), that (i) the Quarterly Report on Form 10-Q for the Company for the quarter ended March 31, 2013 (the “Report”), fully complies with the
requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and (ii) the information contained in the Report fairly presents, in all material respects,
financial condition and results of operations of the Company.
     
   
 /s/ SCOTT A. ESTES   
 Scott A. Estes,  

 Chief Financial Officer
 Date: May 7, 2013  

 

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the Secu
and Exchange Commission or its staff upon request.
 

 



 


