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PART |
ITEM 1. BUSINESS
THE COMPANY

Healthcare Realty Trust Incorporated ("Healthcagal®" or the "Company") is a self-managed and-adthinistered real estate investment
trust ("REIT") that integrates owning, acquiringamaging and developing income-producing real egtateerties and mortgages associated
with the delivery of healthcare services throughbetUnited States.

On October 15, 1998, Healthcare Realty completgeddtjuisition of Capstone Capital Corporation, ayléad corporation ("Capstone"),
through the merger of HR Acquisition | Corporatianyholly owned subsidiary of the Company, into §ape. The acquisition is accounted
for as a tax-free reorganization for federal incdmepurposes and as a purchase for financial tiegguurposes. The following table sets
forth the assets acquired in the transaction:

Property Type No. of F acilities Amount Invested (Millions)

Ancillary Hospital Facilities 1 9 $215.3
Assisted Living Facilities 3 5 174.8
Physician Clinics 1 8 106.4
Inpatient Rehabilitation Facilities 6 93.0
Comprehensive Ambulatory Care Centers 1 2 79.9
Skilled Nursing Facilities 1 1 74.2
Ambulatory Surgery Centers 6 34.6
Other Facilities 4 26.0

TOTAL 11 1 $804.2

The Company also acquired $211.6 million in mortgagtes receivable, secured by mortgages on 4&eddiving facilities, 25 senior
nursing facilities and 5 other facility types.

From the commencement of its operations in Jun8 1@®ugh December 31, 1999, the Company has iedestcommitted to invest,
directly and indirectly, over $1.7 billion in 288dome-producing real estate properties and mortgaggociated with the delivery of
healthcare services. As of December 31, 1999, trepgany's real estate portfolio, containing overr8iion square feet, was comprised of
eight facility types and was operated pursuanbttractual arrangements with 46 healthcare prosid&iso, the Company's mortgage
portfolio was comprised of four facility types amwds operated by 34 healthcare providers. At Dece®ibel999, the Company provided
property management services for 282 healthcaatekproperties nationwide, totaling over 8.5 millsquare feet, and third-party asset
management services for 274 properties nationwidaling over 1.6 million square feet. The Compantgnds to maintain a portfolio of
properties that are focused predominantly on thpatient services segment of the healthcare inglastd are diversified by tenant,
geographic location and facility type.

Healthcare Realty believes that it has a competdigvantage in the healthcare real estate indastayresult of its use of innovative
transaction structures, the strength of its managemxpertise and its extensive experience andtaiationships with healthcare providers.
Management believes that the Company is the lafgigtintegrated real estate company focused onrime-producing real estate properties
related to the delivery of healthcare services. Thmpany believes that its experience and clidatiomships with a diverse group of
healthcare providers and its access to the vadapial markets make it one of a limited numbecahpanies that can acquire, manage and
develop income-producing real estate related ttthese services on a national scale. Unlike otteaithcare REITs, the Company seeks to
generate internal growth by



actively managing the properties within its poiticind by controlling and minimizing operating espes with respect to its properties, and
providing management services for properties ownelealthcare provider clients.

Healthcare Realty's strategy is to be a full serpiovider of integrated real estate solutionsuality healthcare providers. Consistent with
this strategy, the Company seeks to provide a gspuatf services needed to own, acquire, managelevelop healthcare properties,
including:

- leasing;

- development;

- management;

- market research;

- budgeting;

- accounting;

- collection;

- construction;

- management;

- tenant coordination; and
- financial services.

The Company's development activities are primadlgomplished through pre-leased build-to-suit mtsje

Healthcare Realty was formed as an independentffjliaiad healthcare REIT. The Company acquire®meproducing real estate propert
associated with a diverse group of quality healthgaiovider clients in markets where the respedie@thcare provider maintains a strong
presence. Management believes that the Compary $taategic advantage in providing its services moore diverse group of healthcare
providers because the Company is not affiliatedh @ity of its clients and does not expect to bdiatd with potential clients.

Management believes that client diversificationuaabs the Company's potential exposure to unsuctdesdlthcare service strategies and to a
concentration of credit with any one healthcarevjgier. Approximately 66% of the Company's real estavestments including mortgages, at
cost, are in properties associated with publichglérd companies or private companies with an invastigrade credit rating. The following
table sets forth the Company's five largest heafthprovider clients:

Client Perc ent of Investments
HealthSouth Corporation 17.9%
Columbia/HCA Healthcare Corporation 13.0%

Tenet Healthcare Corporation 6.7%
Life Care Centers of America 6.0%
Balanced Care Corporation 4.4%



Healthcare Realty focuses predominantly on outpaliealthcare facilities, which are designed tosjgl® medical services outside of
traditional inpatient hospital or nursing homeisgtt. Management believes the outpatient serviegsient of healthcare provides the most
cost-effective delivery setting and, because afdasing cost pressures, this segment of the haadtielated real estate market offers the
greatest potential for future growth. Company astwit are in categories outside of the Companyfsatient healthcare focus, such as its
senior living assets, are under continuing managéemgalysis with a view toward possible dispositibrough cash, like-kind exchange or
securities transactions.

The Company acquires existing healthcare facilifiesvides property management, leasing and ba#sliit development services, and
capital for the construction of build-to-suit demements for qualified healthcare operators. The Qg owns a diversified portfolio of
healthcare properties, most of which are subjekirtg-term leases or financial support arrangemenénsure the continuity of revenues and
coverage of costs and expenses relating to theegiep by the tenants and the related healthcareatps.

Development funding arrangements require the Compmprovide funding to enable healthcare operatisuild facilities on property
owned or leased by the Company. Prior to makingfangling advance for a development, the Compangrsiinto a contract to acquire or
ground lease the real estate and enters into atésngnet lease with a healthcare operator or gii@eaof the return on the Company's
investment in the property or similar financial pog agreement in favor of the Company. In mosetlggment transactions, the Company
either acts as developer, or employs the healtlapeeator to act as the developer of the propartgl,has approval authority with regard to
plans, specifications, budgets and time schedoleth& completion of the development of the propedinder its customary development
funding format, the Company receives funding felee €conomic equivalent of construction periodrieg® on all funds advanced. Timely
completion of the development in compliance with thans, specifications, budgets and time schedkibke contractual responsibility of
third parties, and construction costs are guardribgehe healthcare operator or developer, or bdtlconstruction and service contracts
relating to the development are collaterally assigto the Company. During the term of the develagroéa facility, funds are advanced
pursuant to requests made by the developer in danoe with the terms and conditions of the applee&inding agreement based on costs
incurred prior to the date of such requests.

Approximately 97.9% of the Company's investmentgrioperties consist of properties currently leasedhaffiliated lessees pursuant to long-
term net lease agreements or subject to finang@l@t agreements with the healthcare operatotptbaide guarantees of the return on the
Company's investment in the properties. Most ofcilreent property agreements were entered into timoonveyance to the Company of
facilities, and have initial terms of ten to 20 gewith, in some cases, one or more renewal tekasisable by the healthcare provider of 1
years each. Most of the agreements are subjeetliereermination upon the occurrence of certaintmgencies. Certain of the agreeme
also have an option to repurchase the propertyestified times during the term of the agreementsifprice approximately equal to the
greater of the fair market value of such propertthe Company's investment in such property. Bagear support payments vary by
agreement taking into consideration various fa¢ioduding the credit of the property lessee, libalthcare operator, and the operating
performance, location, and physical condition @ finoperty. Many of the property agreements comeiwisions for additional rent or
support payment increases. The existence and natprevisions for additional payments in any giagreement relate to, among other
factors, the financial strength of the respectik@pprty lessee, the healthcare operator, or bethiedl as other lease terms.

The Company operates so as to qualify as a REITefteral income tax purposes. If so qualified, iithited exceptions, the Company will
not be subject to corporate federal income tax vagpect to net income distributed to its sharedrsldSee "Federal Income Tax Information”
below.



PROPERTY ACQUISITIONS

During the fourth quarter of 1999, the Company &egla 25,000 square-foot ambulatory surgery centBoca Raton, Florida for
approximately $6.1 million.

PROPERTY DISPOSITIONS

During the fourth quarter of 1999, the Company soidancillary hospital facility in Dallas, Texas fapproximately $4.3 million in net
proceeds, sold a physician clinic in Los Angelesljf@rnia for approximately $700,000 in net procgesbld two ancillary hospital facilities
Savannah, Georgia for approximately $12.8 milliomét proceeds; and, four mortgage note receivaiees repaid for approximately $16.6
million in net proceeds.

COMMITMENTS

As of December 31, 1999, the Company had a nestment of approximately $20.0 million in six build-suit developments in progress,
which have a total remaining funding commitmenapproximately $37.6 million. Further, the Compamg ltcommitments to purchase or
provide funding for the construction of other prajes totaling $12.4 million at December 31, 19%8e Company also has six mortgages
under development at December 31, 1999, which hawéal remaining funding commitment of approxinhat&l.9 million.

As part of the Capstone merger, agreements weeeeghinto with three individuals affiliated with @gtone that restrict competitive practices
and which the Company believes will protect andagitle the value of the real estate properties aadjfiom Capstone. These agreements
provide for the issuance of 150,000 shares pergfeammmon stock of the Company to the individuaisOctober 15 of the years 1999, 2C
2001, and 2002, provided all terms of the agreesnam met. The shares will be recorded on the Coy'gphooks at the value of $28.0714
per share, the value of the shares issued in thet@ae merger. The Company issued 150,000 shareg di®99 pursuant to these
agreements.

MORTGAGE PORTFOLIO

Mortgage notes receivable, substantially all ofalkhivere acquired in the Capstone merger, werededaat their fair value at the date of
acquisition. Approximately 48% of the mortgage sateceivable are secured by assisted living feesliand 37% are secured by skilled
nursing facilities. The 83 mortgages in the poitfalt December 31, 1999 represent 34 operatorof3hese mortgages, representing $21.7
million, or 8.5%, of the balance at December 389 %re secured by properties under developmeetrdmaining loan commitment at
December 31, 1999 on these mortgages totals $1li6rmi

The weighted average maturity of the mortgage photis approximately 5.9 years, with maturity datanging from February 2001 to
October 2010. Interest rates, which range from 8436, are generally adjustable each year to tdfieceases in the Consumer Price Index.
Substantially all mortgages are subject to a preygany penalty.

COMPETITION

The Company competes for property acquisitions,veithong others:
- Investors;

- Healthcare providers;

- Other healthcare related REITSs;



- Real estate partnerships; and
- Financial institutions.

From 1992 until late 1998, the REIT industry wasinexpansion mode, and capital was readily aveit@bREITs. By the end of 1998,
however, market valuations of REIT shares (inclgdime Company's shares) had declined substanti@tiythe result that the Company
presently has limited access to capital from thétgagnarket. The Company may not be able to obdaiditional equity or debt capital or
dispose of assets at the time it requires additicengital. Moreover, the Company may not be ableltimin capital on terms that will enable it
to acquire healthcare properties on a competitasish

The financial performance of all of the Companytperties is subject to competition from similaojperties. Certain operators of other
properties may have capital resources in excews€ of the operators of the Company's propeitieaddition, the extent to which the
Company's properties are utilized depends uporrakfeetors, including the number of physiciansggihe healthcare facilities or referring
patients there, competitive systems of healthcaligaty, and the area population, size and comjoosiPrivate, federal and state payment
programs and other laws and regulations may alge aaignificant effect on the utilization of theperties. Virtually all of the Company's
properties operate in a competitive environmend, @atients and referral sources, including physgsianay change their preferences for a
healthcare facility from time to time.

The business of providing services relating todag-to-day management and leasing of multi-tenahéadthcare properties and to the
supervision of the development of new healthcaedities is highly competitive and is subject tager, personnel cost and other competitive
pressures upon its profitability. The Company wilmpete for management contracts and developmesgragnts with respect to properties
owned or to be developed by the Company, as waellithsrespect to properties that are owned by thadies.

GOVERNMENT REGULATION

The investments made by the Company are with apawgcipants in the healthcare industry. The tealte industry is undergoing substar
changes due to rising costs in the delivery oftheale services, rising competition for patients] eeduction of reimbursement by private
governmental payors. Further, the healthcare imgisfaced with increased scrutiny by federal atade legislative and administrative
authorities, thus presenting the industry andnitividual participants with significant uncertainfyhe Company believes that these changes
and uncertainties present significant opportunfiteghe Company to assist in providing solutiomsome of these pressures; however, these
various changes can affect the economic performahseme or all of its tenants and clients. The @any cannot predict the degree to wt
these changes may affect the economic performditbe €ompany, positively or negatively.

The facilities leased by the Company are affectedianges in the reimbursement, licensing andfioatiion policies of federal, state and
local governments for healthcare related facilitiegcilities may also be affected by changes imegitation standards or procedures of
accrediting agencies that are recognized by goventsrin the certification process. In addition, @agion (including the addition of new beds
or services or acquisition of medical equipment aocasionally the discontinuation of servicesedlthcare facilities are generally subjected
to state regulatory approval through certificateeéd programs.

A significant portion of the revenue of healthcaperators is derived from government reimbursemesdgrams, such as Medicare and
Medicaid. Although lease payments to the Compaaynat directly affected by the level of governmegiinbursement, to the extent that
changes in these programs adversely affect headtlugeerators, such changes could have an impact
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on their ability to make lease payments to the CamgpThe Medicare program is highly regulated angjest to frequent and substantial
changes. In recent years, fundamental changeg iM#édicare program (including the implementatioma @rospective payment system in
which facilities are reimbursed generally a flatoamt based on a patient's diagnosis and not basttedacilities' cost for inpatient services
at medical surgical hospitals) have resulted iniced levels of payment for a substantial portiohedlthcare services.

Considerable uncertainties surround the futurerdetation of payment levels under government reirmbment programs. In addition,
governmental budgetary concerns may significamttiuce future payments made to healthcare ope@@gsesult of government financed
programs. It is possible that future payment ratiinot be sufficient to cover cost increases ipding services to patients. Reductions in
payments pursuant to government healthcare progeaaid have an adverse impact on a healthcare topsréinancial condition and,
therefore, could adversely affect the ability oflswperator to make rental payments.

Loss by a facility of its ability to participate government sponsored programs because of licersntification or accreditation deficiencies
or because of program exclusion resulting fromatiohs of law would have material adverse effect$agility revenues.

Legislative Developments

A number of legislative proposals have been intoediuor proposed in Congress and in some statédegiss that would effect major chang

in the healthcare system, either nationally ohatstate level. Among the proposals under condidarare cost controls on hospitals,
insurance market reforms to increase the avaitghufigroup health insurance to small businessggjirements that all businesses offer he
insurance coverage to their employees and theianeatt a single government health insurance plabwould cover all citizens. There can be
no assurance whether any proposals will be adaptdfiadopted, what effect, if any, such proposatsild have on the Company's business.

In recent years Congress and various state legislhave considered various proposals that waaud prohibited or severely limited the
ability of physicians and other referral sourcesetier Medicare or Medicaid patients to venturethwihich the referral source has a financial
relationship. The Company's leases require thedss® covenant that they will comply with all apable laws.

ENVIRONMENTAL MATTERS

Under various federal, state and local environniéates, ordinances and regulations, an owner dfpremperty (such as the Company) ma
liable for the costs of removal or remediation eftain hazardous or toxic substances at, undeisposied of in connection with such

property, as well as certain other potential cositsting to hazardous or toxic substances (inclydiovernment fines and injuries to persons
and adjacent property). Most, if not all, of thémes, ordinances and regulations contain stringafdrcement provisions including, but not
limited to, the authority to impose substantial austrative, civil and criminal fines and penaltiggon violators. Such laws often impose
liability without regard to whether the owner knefy or was responsible therefor, the presencespodial of such substances and may be
imposed on the owner in connection with the agégibf an operator of the property. The cost of i@muired remediation, removal, fines or
personal or property damages and the owner'sitiatiierefor could exceed the value of the proparg/or the aggregate assets of the owner.
In addition, the presence of such substances gdiatture to properly dispose of or remediate ssidhstances, may adversely affect the
owner's ability to sell or lease such propertycobdorrow using such property as collateral.
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A property can also be negatively impacted eithesugh physical contamination or by virtue of anexrde effect on value, from
contamination that has or may have emanated friwer @roperties. Certain of the properties ownethkyCompany or managed or develo
by its property management subsidiary are adjacent near properties that contain undergroundcagimtanks or that have released petro
products or other hazardous or toxic materials tinéosoils or groundwater.

Operations of the properties owned, developed oraged by the Company are and will continue to lgestito numerous federal, state, and
local environmental laws, ordinances and regulatiarcluding those relating to the generation, sggtion, handling, packaging and disposal
of medical wastes as well as facility siting, constion, occupational training and safety, dispagalonmedical wastes, underground stor
tanks and ash emissions from incinerators. Ceptaiperties owned, developed or managed by the Coyngantain, and others may contain
or at one time may have contained, undergrounégéotanks that are or were used to store wastepeiileum products or other hazardous
substances. Such underground storage tanks céie seurce of releases of hazardous or toxic mite@perations of nuclear medicine
departments at some of such properties also inthlv@ise and handling, and subsequent disposadibactive isotopes and similar
materials, activities which are closely regulatgdh® Nuclear Regulatory Commission and state eggoyl agencies. In addition, several of
the properties were built during the period asksestas commonly used in building construction arpsuch facilities may be acquired by
the Company in the future. Certain of the propsrtientain non-friable asbestosntaining materials, and other facilities acquirethe future
may contain friable and non-friable asbestos-comigi materials. The presence of such materialsdo@sgult in significant costs in the event
that any friable asbestos-containing materialsiraguimmediate removal and/or encapsulation acatied in or on any of such facilities or in
the event of any future renovation activities.

The Company has had environmental assessmentsateddin substantially all of the properties cuigeaotvned. The Company is not aware
of any environmental condition or liability that megement believes would have a material adversetafh the Company's earnings,
expenditures or continuing operations. While this Company's policy to seek indemnification reigtio environmental liabilities or
conditions, even where sale and purchase agreemectantain such provisions there can be no assesahat the seller will be able to fulfill
its indemnification obligations. In addition, therms of the Company's leases or financial supgpeements do not give the Company cot
over the operational activities of its lesseesealth care operators, nor will the Company mortherlessees or healthcare operators with
respect to environmental matters.

INSURANCE

The Company maintains appropriate liability anduedty insurance on its assets and operations. Dinep@ny has also obtained title
insurance with respect to each of the propertiewits in amounts equal to their respective purcpases, insuring that the Company holds
title to each of the properties free and clearlldfens and encumbrances except those approvédeb€ompany. Under their leases or
financial support agreements, the healthcare apmrate required to maintain, at their expenseaieinsurance coverages relating to their
operations at the leased facilities. In the opimmbmanagement of the Company, each of the pragsestivned by the Company is adequately
covered by hazard, liability and rent insurance.

EMPLOYEES

As of March 8, 2000, the Company employed 227 pedpbne of the employees is a member of a labanyr@ind the Company considers its
relations with its employees to be excellent.
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FEDERAL INCOME TAX INFORMATION

The Company is and intends to remain qualified REH under the Internal Revenue Code of 1986 nasnaed (the "Code"). As a REIT, t
Company's net income which is distributed as divitieto shareholders will be exempt from federahtiax. Distributions to the Company's
shareholders generally will be includable in thetome; however, dividends distributed which aresxeess of current and/or accumulated
earnings and profits will be treated for tax pugmas a return of capital to the extent of a slddel's basis and will reduce the basis of
shareholders' shares.

Introduction

The Company believes that it has qualified andnigi$eto remain qualified to be taxed as a REIT éolefal income tax purposes under
Sections 856 through 860 of the Code. The follovdisgussion addresses the material tax considesataevant to the taxation of the
Company and summarizes certain federal incomedagezrjuences that may be relevant to certain sHdezboHowever, the actual tax
consequences of holding particular securities syethe Company may vary in light of a prospectieeurities holder's particular facts and
circumstances. Certain holders, such as tax-exentjiies, insurance companies and financial insbitis, are generally subject to special
rules. In addition, the following discussion do@s$ address issues under any foreign, state or lagdhws. The tax treatment of a holder of
any of the securities issued by the Company wity\depending upon the terms of the specific sdesracquired by such holder, as well as
his particular situation, and this discussion doatsattempt to address aspects of federal incoragiten relating to holders of particular
securities of the Company. This summary is qudifreits entirety by the applicable Code provisiomnges and regulations promulgated
thereunder, and administrative and judicial intet@tions thereof. The Code, rules, regulations,aatministrative and judicial interpretations
are all subject to change (possibly on a retroadiasis).

The Company believes that it is organized and &ang in conformity with the requirements for tjieation and taxation as a REIT and
that its method of operation will enable it to done to meet the requirements for qualification taxchtion as a REIT under the Code. The
Company's qualification and taxation as a REIT ddpgoon its ability to meet, through actual anragrating results, the various income,
asset, distribution, stock ownership and othestdstcussed below. Accordingly, the Company cargoatantee that the actual results of
operations for any one taxable year will satisfgtstequirements.

If the Company were to cease to qualify as a RENT, the relief provisions were found not to apiy, Company's income that it distributed
to shareholders would be subject to the "doublettax” on earnings (once at the corporate levelagain at the shareholder level) that
generally results from investment in a corporatiéailure to maintain qualification as a REIT wotiddce the Company to significantly redt

its distributions and possibly incur substantialéhtedness or liquidate substantial investmentsder to pay the resulting corporate taxes. In
addition, the Company, once having obtained RE&Tustand having thereafter lost such status, woatidbe eligible to re-elect REIT status
for the four subsequent taxable years, unlessiitsré to maintain its qualification was due toseaable cause and not willful neglect and
certain other requirements were satisfied. In otd@lect again to be taxed as a REIT, just as itgthriginal election, the Company would be
required to distribute all of its earnings and fsodccumulated in any non-REIT taxable year.
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Taxation of the Company

As long as the Company remains qualified to bedasea REIT, it generally will not be subject tddeal income taxes on that portion of its
ordinary income or capital gain that is currentistdbuted to shareholders.

However, the Company will be subject to federabime tax as follows:

first, the Company will be taxed at regular corpenates on any undistributed "real estate investrmest taxable income," including
undistributed net capital gains. Second, undeagedircumstances, the Company may be subjecetalternative minimum tax" on its itet
of tax preference, if any. Third, if the Compan g net income from the sale or other dispositififoreclosure property” that is held
primarily for sale to customers in the ordinary is@uof business, or (ii) other nonqualifying incofrem foreclosure property, it will be
subject to tax on such income at the highest catpaate. Fourth, any net income that the Compasyftom prohibited transactions (which
are, in general, certain sales or other dispostafrproperty other than foreclosure property Ipgltharily for sale to customers in the ordin
course of business) will be subject to a 100% Féth, if the Company should fail to satisfy eitttae 75% or 95% gross income test (as
discussed below), and has nonetheless maintamedadtification as a REIT because certain othemirements have been met, it will be
subject to a 100% tax on the net income attribetédokhe greater of the amount by which the Compaifsythe 75% or 95% gross income
test. Sixth, if the Company fails to distribute ithgreach year at least the sum of (i) 85% of it4TR&rdinary income for such year, (ii) 95%
its REIT capital gain net income for such year, @iidany undistributed taxable income from preicegdperiods, then the Company will be
subject to a four percent excise tax on the exocksach required distribution over the amounts altyulistributed. Seventh, to the extent that
the Company recognizes gain from the dispositioarnésset with respect to which there existed tdigjain” upon its acquisition by the
Company from a C corporation in a carry-over basissaction and such disposition occurs withimaytear recognition period beginning on
the date on which it was acquired by the Compamy Gompany will be subject to federal income tathathighest regular corporate rate on
the amount of its "net recognized built-in gain."

Requirements for Qualification as a REIT

To qualify as a REIT for a taxable year under tlel€; the Company must have no earnings and peafitsmulated in any non-REIT year.
The Company also must elect or have in effect aatiein to be taxed as a REIT and must meet otlggiireaments, some of which are
summarized below, including percentage tests rejat the sources of its gross income, the natiteeoCompany's assets and the
distribution of its income to shareholders. Suatgbn, if properly made and assuming continuingygliance with the qualification tests
described herein, will continue in effect for suipsent years.

Organizational Requirements and Share Ownership Tes

Section 856(a) of the Code defines a REIT as aceation, trust or association: (1) which is manalgg@ne or more trustees or directors; (2)
the beneficial ownership of which is evidenced tansferable shares or by transferable certificaté®neficial interest; (3) which would be
taxable, but for Sections 856 through 860 of thde&;@s a domestic corporation; (4) which is neithBnancial institution nor an insurance
company subject to certain provisions of the C¢Bethe beneficial ownership of which is held by0Idr more persons, determined without
reference to any rules of attribution (the "sharmership test"); (6) that during the last half atk taxable year not more than 50% in valu
the outstanding stock of which is owned, directlymalirectly, by five or fewer individuals (as deéd in the Code to include certain entities)
(the "five or fewer test"); and (7) which meetstaar other tests, described below, regarding theraaf its income and assets.
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Section 856(b) of the Code provides that conditidighrough (4), inclusive, must be met during éméire taxable year and that condition (5)
must be met during at least 335 days of a taxadde gf 12 months, or during a proportionate pag te#xable year of fewer than 12 months.
The "five or fewer test" and the share ownership d@® not apply to the first taxable year for whaghelection is made to be treated as a R

The Company has issued sufficient shares to acgritinumber of people to allow it to satisfy thrause ownership test and the five or fewer
test. In addition, to assist in complying with fhes or fewer test, the Company's Articles of Iparation contain provisions restricting share
transfers where the transferee (other than spdadiiigividuals involved in the formation of the Coamy, members of their families and cer
affiliates, and certain other exceptions) woulderl$uch transfer, own (a) more than 9.9% eithewmber or value of the outstanding
common stock of the Company or (b) more than 9.8Beein number or value of the outstanding prefdérstock of the Company. Pension
plans and certain other tax-exempt entities hafferdnt restrictions on ownership. If, despite thishibition, stock is acquired increasing a
transferee's ownership to over 9.9% in value dfegithe outstanding common stock of the Compampreferred stock of the Company, the
stock in excess of this 9.9% in value is deemdaktbeld in trust for transfer at a price which doesexceed what the purported transferee
paid for the stock and, while held in trust, thecktis not entitled to receive dividends or to véteaddition, under these circumstances, the
Company also has the right to redeem such stock.

For purposes of determining whether the "five evdetest” (but not the "share ownership test") &,rany stock held by a qualified trust
(generally, pension plans, profit-sharing plans atier employee retirement trusts) is, generalgated as held directly by the trust's
beneficiaries in proportion to their actuarial mretgts in the trust, and not as held by the trust.

Income Tests

In order to maintain qualification as a REIT, twogs income requirements must be satisfied annughst, at least 75% of the Company's
gross income (excluding gross income from certalassof property held primarily for sale) must legided directly or indirectly from
investments relating to real property (includingrits from real property") or mortgages on real progp When the Company receives new
capital in exchange for its shares (other thandéind reinvestment amounts) or in a public offedhgebt instruments with maturities of five
years or longer, income attributable to the temipoiravestment of such new capital, if received ctraed within one year of the Compar
receipt of the new capital, is qualifying incomedanthe 75% test. Second, at least 95% of the Coygpgross income (excluding gross
income from certain sales of property held prinyaigr sale) must be derived from such real propengstments, dividends, interest, certain
payments under interest rate swap or cap agreensgrtgain from the sale or other disposition o€kt securities not held for sale in the
ordinary course of business or from any combinatibtine foregoing.

The Company may temporarily invest its working talgh short-term investments. Although the Compuatilluse its best efforts to ensure
that its income generated by these investmentdeithf a type which satisfies the 75% and 95% grassme tests, there can be no assurance
in this regard (see the discussion above of thes ‘tagpital” rule under the 75% gross income tedie Tompany has analyzed its gross
income through December 31, 1999, and has detedntiira it has met and expects to meet in the fuhe&’5% and 95% gross income tests
through the rental of the property it has or acegiir

In order to qualify as "rents from real propertihe amount of rent received must not be basedemtitome or profits of any person, but may
be based on a fixed percentage or percentagesaipte or sales. The Code also provides that thts il not qualify as "rents from real
property," in satisfying the gross income testthé REIT owns ten percent or more of the tenant,
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whether directly or under certain attribution rul€ee Company leases and intends to lease propeltyunder circumstances such that
substantially all, if not all, rents from such peoty qualify as "rents from real property." Althdug is possible that a tenant could sublease
space to a sublessee in which the Company is detor@mun directly or indirectly ten percent or marfethe tenant, the Company believes
as a result of the provisions of the Company'schasi of Incorporation which limit ownership to 9.9%tich occurrence would be unlikely.
Application of the ten percent ownership rule iswever, dependent upon complex attribution rulesipied in the Code and circumstances
beyond the control of the Company. Ownership, diyesr by attribution, by an unaffiliated third garof more than ten percent of the
Company's stock and more than ten percent of tduk sif any tenant or subtenant would result inadagion of the rule.

In order to qualify as "interest on obligationsigetl by mortgages on real property,” the amouiritefest received must not be based on the
income or profits of any person, but may be based fixed percentage or percentages of receipgales.

In addition, the Company must not manage its ptaggeor furnish or render services to the tenahits @roperties, except through an
independent contractor from whom the Company demaincome unless (i) the Company is performingises which are usually or
customarily furnished or rendered in connectiorhwlie rental of space for occupancy only and tineees are of the sort which a tax-exempt
organization could perform without being consideredeceipt of unrelated business taxable incom@)ahe income earned by the Company
for other services furnished or rendered by the @amy to tenants of a property or for the managemeaperation of the property does not
exceed a de minimis threshold generally equal tai #e income from such property. The Companysehages some of its properties, but
does not believe it provides services to tenanistwére outside the exception.

If rent attributable to personal property leasedannection with a lease of real property is gnetiten 15% of the total rent received under
lease, then the portion of rent attributable tchgpersonal property will not qualify as "rents froeal property.” Generally, this 15% test is
applied separately to each lease. The portionrdikéncome treated as attributable to personghgnty is determined according to the ratio of
the adjusted tax basis of the personal propertigedotal adjusted tax basis of the property wlgalented. The determination of what fixtures
and other property constitute personal propertydderal tax purposes is difficult and imprecisas&d upon allocations of value as found in
the purchase agreements and/or upon review by gegsoof the Company, the Company currently doefiang and does not believe that it
is likely in the future to have 15% by value of afyits properties classified as personal propéffjhowever, rent payments do not qualify,
for reasons discussed above, as rents from repéggofor purposes of Section 856 of the Code,lithve more difficult for the Company to
meet the 95% and 75% gross income tests and certtingualify as a REIT.

The Company is and expects to continue perforntiirg-party management and development servicélelfjross income to the Company
from this or any other activity producing disquig income for purposes of the 95% or 75% grods tggproaches a level which could
potentially cause the Company to fail to satis@ysntests, the Company intends to take such ciegexdtion as may be necessary to avoid
failing to satisfy the 95% or 75% gross incomegest

If the Company were to fail to satisfy one or boftlthe 75% or 95% gross income tests for any taxgedr, it may nevertheless qualify as a
REIT for such year if it is entitled to relief undeertain provisions of the Code. These relief iowns would generally be available if the
Company's failure to meet such test or tests wasaveasonable cause and not to willful negléthe Company attaches a schedule of the
sources of its income to its return, and if anyimect information on the schedule was not duedod with intent to evade tax. It is not
possible, however, to know whether the Company el entitled to the benefit of these relief prmns since the application of the relief
provisions is dependent on future facts and cir¢antes. If these
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provisions were to apply, the Company would be ettigjd to tax equal to 100% of the net income aitaible to the greater of the amount by
which the Company failed either the 75% or the 3#%ss income test.

Asset Tests

At the close of each quarter of its taxable yda,&ompany must also satisfy three tests relatirige nature of its assets. First, at least 75%
of the value of the Company's total assets mustisbaf real estate assets (including interesteahproperty and interests in mortgages on
real property as well as its allocable share df@state assets held by joint ventures or partifssh which the Company participates), cash,
cash items and government securities. Second, o than 25% of the Company's total assets magfresented by securities other than
those includable in the 75% asset class. Finalltheinvestments included in the 25% asset cthssyalue of any one issuer's securities
owned by the Company may not exceed five percetiteotalue of the Company's total assets, and ¢mep@ny may not own more than ten
percent of any one issuer's outstanding votingriées The Company, however, may own 100% of thelsof a corporation, which is called
a "qualified REIT subsidiary". Under that circunrata, the qualified REIT subsidiary is ignored asdassets, income, gain, loss and other
attributes are treated as being owned or genebgtéite Company for federal income tax purposes.dtmpany currently has 49 qualified
REIT subsidiaries and other affiliates which it days in the conduct of its business.

If the Company meets the 25% requirement at th&eobd any quarter, it will not lose its status &ET because of a change in value of its
assets unless the discrepancy exists immediatelytak acquisition of any security or other prayperhich is wholly or partly the result of an
acquisition during such quarter. Where a failureatsfy the 25% asset test results from an adonsdf securities or other property during a
quarter, the failure can be cured by dispositioaufficient nonqualifying assets within 30 daysathe close of such quarter. The Company
maintains and intends to continue to maintain adtxrecords of the value of its assets to mairmt@ampliance with the 25% asset test and to
take such action as may be required to cure ahydaio satisfy the test within 30 days after thase of any quarter.

In order to qualify as a REIT, the Company is reegito distribute dividends (other than capitahgdividends) to its shareholders in an
amount equal to or greater than the excess off{@stim of (i) 95% of the Company's "real estatestment trust taxable income" (computed
without regard to the dividends paid deduction tiedCompany's net capital gain) and (ii) 95% ofrtbeincome, if any, (after tax) from
foreclosure property, over (B) the sum of certadn4tash income (from certain imputed rental incameé income from transactions
inadvertently failing to qualify as like-kind exalges). These requirements may be waived by thefllR8 REIT establishes that it failed to
meet them by reason of distributions previously enexdmeet the requirements of the four percentsexteix described below. To the extent
that the Company does not distribute all of itsloeg-term capital gain and all of its "real estizieestment trust taxable income," it will be
subject to tax thereon. In addition, the Companylvei subject to a four percent excise tax to tkters it fails within a calendar year to make
"required distributions” to its shareholders of 86%4ts ordinary income and 95% of its capital ga@t income plus the excess, if any, of the
"grossed up required distribution" for the precgdialendar year over the amount treated as digtddior such preceding calendar year. For
this purpose, the term "grossed up required digioh" for any calendar year is the sum of the ldexdncome of the Company for the taxable
year (without regard to the deduction for dividepd#d) and all amounts from earlier years thatratetreated as having been distribu

under the provision. Dividends declared in the tpgtrter of the year and paid during the followdaguary will be treated as having been |
and received on December 31 of such earlier ydge.Jompany's distributions for 1999 were adequasatisfy its distribution requirement.
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It is possible that the Company, from time to timmayy have insufficient cash or other liquid assetsieet the 95% distribution requirement
due to timing differences between the actual reéadipncome and the actual payment of deductiblge@ses or dividends on the one hand and
the inclusion of such income and deduction of seigbenses or dividends in arriving at "real estatestment trust taxable income" on the
other hand. The problem of not having adequate tastake required distributions could also occua assult of the repayment in cash of
principal amounts due on the Company's outstanditng, particularly in the case of "balloon" repayrseor as a result of capital losses on
short-term investments of working capital. Therefdhe Company might find it necessary to arraogefiort-term, or possibly long-term,
borrowing or new equity financing. If the Compangre unable to arrange such borrowing or financsxmaght be necessary to provide fu

for required distributions, its REIT status coukljbopardized.

Under certain circumstances, the Company may hketabiectify a failure to meet the distribution ueg@ment for a year by paying "deficier
dividends" to shareholders in a later year, whigyne included in the Company's deduction for @inis paid for the earlier year. The
Company may be able to avoid being taxed on amalistisbuted as deficiency dividends; however, @mmpany may in certain
circumstances remain liable for the four percewissxtax described above.

The Company is also required to request annualithifw30 days after the close of its taxable ydann record holders of specified
percentages of its shares written information reiggrthe ownership of such shares. A list of shaldgrs failing to fully comply with the
demand for the written statements is required tmbmmtained as part of the Company's records redquinder the Code. Rather than
responding to the Company, the Code allows thesbinddler to submit such statement to the IRS wighstiareholder's tax return.

Nonqualified REIT Subsidiary

The Company participated in the organization ofaiarcorporations affiliated with the Company whante not qualified REIT subsidiaries
("Specified Affiliates") to enhance its managemieibility. Current tax law in effect through thyear 2000 restricts the ability of REITs to
engage in certain activities, such as certain théndy management activities, but these restristabm not apply to the activities of a company
that is not a REIT, such as these Specified Aféliawhose income is subject to federal income tax.

In order to permit the Company to participate ie itficome of its third party management businessaaidtain its status as a REIT, portions
of the Company's business will be conducted bySthecified Affiliates. The Company owns 100% of ttemvoting preferred stock and
approximately 1% of the voting common stock, andaeexecutives of the Company own 99% of the \@tiommon stock of the Specified
Affiliates. The nonvoting preferred stock of theeBjfied Affiliates represents substantially alltbé equity interest in the Specified Affiliates,
but does not enable the Company to elect directioitse Specified Affiliates who are elected by Hemior executives of the Company as the
holders of 99% of the voting common stock of the@iped Affiliates. The voting common stock held the senior executives of the
Company in the Specified Affiliates is subject grgements that are designed to ensure that sudhwstib be held by officers of the
Company.

Effective January 1, 2001, the ownership and us®ofjualified REIT subsidiaries such as the Spetififfiliates will be governed by new
rules enacted by the Ticket to Work and Work Inc&st Improvement Act of 1999. These rules are dised in more detail under "Ticket to
Work and Work Incentives Improvement Act of 199ignificant REIT Provisions - Taxable REIT Subsida."
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Federal Income Tax Treatment of Leases

The availability to the Company of, among othengfs, depreciation deductions with respect to thitias owned and leased by the
Company depends upon the treatment of the Compmatheaowner of the facilities and the classificatid the leases of the facilities as true
leases, rather than as sales or financing arrangsnfer federal income tax purposes. The Compasynot requested nor has it received an
opinion that it will be treated as the owner of ffwetion of the facilities constituting real propeand that the leases will be treated as true
leases of such real property for federal incomeptaposes. Based on the conclusions of the Comgaayts senior management as to the
values of its personalty, the Company has met éartbgo meet in the future its compliance with #5846 distribution requirement (and the
required distribution requirement) by making distitions on the assumption that it is not entitedépreciation deductions for that portion of
the leased facilities which it believes constitytessonal property, but to report the amount obime taxable to its shareholders by taking
account such depreciation. The value of real ansiop@l property and whether certain fixtures aed oe personal property are factual
evaluations that cannot be determined with absaletinty under current IRS regulations.

Other Issues

With respect to property acquired from and leasmtklio the same or an affiliated party, the IRSd@ssert that the Company realized
prepaid rental income in the year of purchase éaetttent that the value of the leased propertyedséhe purchase price paid by the
Company for that property. In litigated cases inig sale-leasebacks which have considered thig jsourts have concluded that buyers
have realized prepaid rent where both parties agletyed that the purported purchase price for thpgrty was substantially less than fair
market value and the purported rents were subathniess than the fair market rentals. Becaush@fack of clear precedent and the
inherently factual nature of the inquiry, the Compaannot give complete assurance that the IRSIamatl successfully assert the existenc
prepaid rental income in such circumstances. Theevaf property and the fair market rent for prdjgerinvolved in sale-leasebacks are
inherently factual matters and always subject @lehge.

Additionally, it should be noted that Section 467t@ Code (concerning leases with increasing jangs/ apply to those leases of the
Company which provide for rents that increase fmra period to the next.

Section 467 provides that in the case of a so-adtsqualified leaseback agreement,” rental incomist be accrued at a constant rate. If
such constant rent accrual is required, the Companyd recognize rental income in excess of castsrand as a result, may fail to have
adequate funds available to meet the 95% dividéstdhlition requirement. "Disqualified leasebackesgnents"” include leaseback
transactions where a principal purpose of providitogeasing rent under the agreement is the avoelahfederal income tax. Since the
Section 467 regulations provide that rents will bettireated as increasing for tax avoidance pugpebere the increases are based upon a
fixed percentage of lessee receipts, additiondlpevisions of leases containing such clausesldhmit result in these leases being
disqualified leaseback agreements. In additionStbetion 467 regulations provide that leases phogitbr fluctuations in rents by no more
than a reasonable percentage, 15% for long-terhpreperty leases, from the average rent payabée the term of the lease will be deemed
to not be motivated by tax avoidance. The Compbaged on its evaluation of the value of the prgpand the terms of the leases, does not
believe it has rent subject to the provisions aftiea 467.

Subject to a safe harbor exception for annual s#lap to seven properties (or properties with sidbaf up to 10% of the REIT's assets) that
have been held for at least four years, gain fralessof property held for sale to customers indiftenary course of business is subject to a
100% tax. The simultaneous exercise of optionctuiae leased property that may be granted to ioeiaants or other events could result in
sales of properties by the Company that exceedsies
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harbor. However, the Company believes that in gwent, it will not have held such properties fdeda customers in the ordinary course of
business.

Depreciation of Properties

For tax purposes, the Company's real propertyirggtend will continue to be depreciated over 33%pr 40 years using the straight-line
method of depreciation and its personal propergr @arious periods utilizing accelerated and shriaiipe methods of depreciation.

Failure to Qualify as a REIT

If the Company were to fail to qualify for federatome tax purposes as a REIT in any taxable waat the relief provisions were found not
to apply, the Company would be subject to tax stiakable income at regular corporate rates (plysagplicable alternative minimum tax).
Distributions to shareholders in any year in whioh Company failed to qualify would not be deduetithy the Company nor would they be
required to be made. In such event, to the extectiwent and/or accumulated earnings and prdltglistributions to shareholders would be
taxable as ordinary income and, subject to cefiitations in the Code, eligible for the 70% digitds received deductions for corporate
shareholders. Unless entitled to relief under sjpestiatutory provisions, the Company would alsaisgjualified from taxation as a REIT for
the following four taxable years. It is not poseibd state whether in all circumstances the Companyld be entitled to statutory relief from
such disqualification. Failure to qualify for evene year could result in the Company's incurrifgssantial indebtedness (to the extent
borrowings were feasible) or liquidating substdritimestments in order to pay the resulting taxes.

Taxation of Tax-Exempt Shareholders

The IRS has issued a revenue ruling in which id hleht amounts distributed by a REIT to a tax-exieengployees' pension trust do not
constitute "unrelated business taxable income,h ¢élveugh the REIT may have financed certain oddfévities with acquisition indebtedness.
Although revenue rulings are interpretive in natame are subject to revocation or modification iy RS, based upon the revenue ruling and
the analysis therein, distributions made by the Gamy to a U.S. shareholder that is a tax-exemjitygstich as an individual retirement
account ("IRA") or a 401(k) plan) should not condg unrelated business taxable income unlesstanetixempt U.S. shareholder has
financed the acquisition of its shares with "acijis indebtedness" within the meaning of the Catehe shares are otherwise used in an
unrelated trade or business conducted by suchddaeholder.

Special rules apply to certain tax-exempt pensio$ (including 401(k) plans but excluding IRAsggovernment pension plans) that own
more than 10% (measured by value) of a "pensiod-R&IT" at any time during a taxable year beginraftgr December 31, 1993. Such a
pension fund may be required to treat a certaingregage of all dividends received from the REITimyithe year as unrelated business
taxable income. The percentage is equal to the oftihe REIT's gross income (less direct experslased thereto) derived from the conduct
of unrelated trades or businesses determinedtlas REIT were a tax-exempt pension fund, to theTREjross income (less direct expenses
related thereto) from all sources. The specialsrul#l not apply to require a pension fund to reeltéerize a portion of its dividends as
unrelated business taxable income unless the pagepnomputed is at least 5%.

A REIT will be treated as a "pension-held REITthH& REIT is predominantly held by tax-exempt pengimds and if the REIT would
otherwise fail to satisfy the "five or fewer tesliscussed above, if the stock or beneficial intsreSthe REIT held by such tax-exempt
pension funds were not treated as held directlghbyr respective beneficiaries. A REIT is predomithaheld by tax-exempt pension funds if
at least one tax-exempt pension fund holds mone 2586
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(measured by value) of the REIT's stock or berefioiterests, or if one or more tax-exempt penéionls (each of which owns more than
10% (measured by value) of the REIT's stock or fieiakinterests) own in the aggregate more tha¥ §fheasured by value) of the REIT's
stock or beneficial interests. The Company beligliasit will not be treated as a pension-held REH®wever, because the shares of the
Company will be publicly traded, no assurance cagileen that the Company is not or will not becam@ension-held REIT.

Taxation of Non-U.S. Shareholders

The rules governing United States federal incomattan of any person other than (i) a citizen @ident of the United States, (ii) a
corporation or partnership created in the Uniteatest or under the laws of the United States ongfséate thereof, (iii) an estate whose
income is includable in income for U.S. federaldme tax purposes regardless of its source or ()<t if a court within the United States is
able to exercise primary supervision over the adtration of the trust and one or more United Stéitduciaries have the authority to control
all substantial decisions of the trust ("NOnS. Shareholders”) are highly complex, and thie¥dhg discussion is intended only as a sumn
of such rules. Prospective Non-U.S. Shareholdeyaldirconsult with their own tax advisors to detarenithe impact of United States federal,
state, and local income tax laws on investmentdoksof the Company, including any reporting regoients.

In general, Non-U.S. Shareholders are subjectgolae United States income tax with respect tortimeiestment in stock of the Company in
the same manner as a U.S. shareholder if suchtineesis "effectively connected" with the Non-UShareholder's conduct of a trade or
business in the United States. A corporate Non-Btareholder that receives income with respedstimvestment in stock of the Company
that is (or is treated as) effectively connectethuhe conduct of a trade or business in the Uriitiades also may be subject to the 30% br.
profits tax imposed by the Code, which is payabladdition to regular United States corporate inedax. The following discussion
addresses only the United States taxation of Nadh-Bhareholders whose investment in stock of thagamy is not effectively connected
with the conduct of a trade or business in the éthtates.

Ordinary Dividends

Distributions made by the Company that are noibattable to gain from the sale or exchange by tom@any of United States real property
interests and that are not designated by the Coyrganapital gain dividends will be treated asmady income dividends to the extent made
out of current or accumulated earnings and profithe Company. Generally, such ordinary incomeddinds will be subject to United States
withholding tax at the rate of 30% on the gross amof the dividend paid unless reduced or elingddiy an applicable United States
income tax treaty. The Company expects to withiwided States income tax at the rate of 30% omthes amount of any such dividends
paid to a Non-U.S. Shareholder unless a lowentnedé applies and the NdnS. Shareholder has filed an IRS Form 1001 withGlompany
certifying the Non-U.S. Shareholder's entitlementréaty benefits.

Non-Dividend Distributions

Distributions made by the Company in excess afuitsent and accumulated earnings and profits tomN.S. Shareholder who holds 5% or
less of the stock of the Company (after applicatiboertain ownership rules) will not be subjecti¢s. income or withholding tax. If it
cannot be determined at the time a distributiondsle whether or not such distribution will be itess of the Company's current and
accumulated earnings and profits, the distributiilhbe subject to withholding at the rate appliEato a dividend distribution. However, the
Non-U.S. Shareholder may seek a refund from the IR&gfamount withheld if it is subsequently deteredithat such
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distribution was, in fact, in excess of the Compsutiyen current and accumulated earnings and grofit
Capital Gain Dividends

As long as the Company continues to qualify as B Rdistributions made by the Company that aréhattable to gain from the sale or
exchange by the Company of any United States reglepty interests ("USRPI") will be taxed to a NOrs. Shareholder under the Foreign
Investment in Real Property Tax Act of 1980 ("FIRP). Under FIRPTA, such distributions are taxedtblon-U.S. Shareholder as if such
distributions were gains "effectively connectedthwthe conduct of a trade or business in the Urfitiedles. Accordingly, a Non-U.S.
Shareholder will be taxed on such distributionthatsame capital gain rates applicable to U.S.eBludders (subject to any applicable
alternative minimum tax and a special alternativeirmum tax in the case of non-resident alien irdiinls). Distributions subject to FIRPTA
also may be subject to the 30% branch profitsriathé case of a corporate Non-U.S. Shareholdeighmat entitled to treaty relief or
exemption. The Company will be required to withhtal® from any distribution to a Non-U.S. Shareholiat could be designated by the
Company as a USRPI capital gain dividend in an arhequal to 35% of the gross distribution. The ama@i tax withheld is fully creditable
against the Non-U.S. Shareholder's FIRPTA taxlitgband if such amount exceeds the Non-U.S. Siader's federal income tax liability
for the applicable taxable year, the Ndrs. Shareholder may seek a refund of the excessthie IRS. In addition, if the Company design
prior distributions as capital gain dividends, sadugent distributions, up to the amount of suchrmdistributions, will be treated as capital ¢
dividends for purposes of withholding.

Disposition of Stock of the Company

Gain recognized by a Non-U.S. Shareholder upomsdheor exchange of stock of the Company generallynot be subject to United States
taxation unless such stock constitutes a USRPImitre meaning of FIRPTA. The stock of the Compuaiily/not constitute a USRPI so long
as the Company is a "domestically controlled REA "domestically controlled REIT" is a REIT in whiat all times during a specified
testing period less than 50% in value of its stockeneficial interests are held directly or indthg by Non-U.S. Shareholders. The Company
believes that it will be a "domestically controllBEIT," and therefore that the sale of stock of@wenpany will not be subject to taxation
under FIRPTA. However, because the stock of the gzom is publicly traded, no assurance can be givainthe Company is or will continue
to be a "domestically controlled REIT." Notwithstimg the foregoing, gain from the sale or exchamiggtock of the Company that is not
otherwise subject to FIRPTA will be taxable to anNd.S. Shareholder if the Non-U.S. Shareholderrisraresident alien individual who is
present in the United States for 183 days or maringd the taxable year and has a "tax home" irlthiged States. In such case, the
nonresident alien individual will be subject to@28 United States withholding tax on the amountuzfsindividual's gain.

If the Company did not constitute a "domesticatiptrolled REIT," gain arising from the sale or eange by a NoJ.S. Shareholder of sto
of the Company would be subject to United Stateatian under FIRPTA as a sale of a USRPI unleghéistock of the Company is
"regularly traded" (as defined in the applicabledsury regulations) and (ii) the selling Non-U.Ba®holder's interest (after application of
certain constructive ownership rules) in the Conyparb% or less at all times during the five ygamsceding the sale or exchange. If gain on
the sale or exchange of the stock of the Compamg s@bject to taxation under FIRPTA, the Non-U gar8holder would be subject to
regular United States income tax with respect thgiain in the same manner as a U.S. Shareholdgjes$ to any applicable alternative
minimum tax, a special alternative minimum taxhe tase of nonresident alien individuals and ttssippte application of the 30% branch
profits tax in the case of foreign corporations)d ¢he purchaser of the stock of the Company (tholthe Company) would be required to
withhold and remit to the IRS 10% of the
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purchase price. Additionally, in such case, disttitns on the stock of the Company to the extesy tlepresent a return of capital or capital
gain from the sale of the stock of the Companyhaathan dividends, would be subject to a 10% vailtiing tax.

Capital gains not subject to FIRPTA will nonethslég taxable in the United States to a Non-U.SreBludder in two cases: (i) if the Non-
U.S. Shareholder's investment in the stock of thmgany is effectively connected with a U.S. tradbusiness conducted by such Non-U.S.
Shareholder, the Non-U.S. Shareholder will be slifethe same treatment as a U.S. shareholder@sffect to such gain, or (ii) if the Non-
U.S. Shareholder is a nonresident alien individua was present in the United States for 183 daysave during the taxable year and has a
"tax home" in the United States, the nonresideehahdividual will be subject to a 30% tax on ithdividual's capital gain.

Information Reporting Requirements and Backup Withholding Tax

The Company will report to its U.S. shareholderd tmthe IRS the amount of dividends paid duringhezalendar year and the amount of tax
withheld, if any, with respect thereto. Under tlaekup withholding rules, a U.S. shareholder maguigect to backup withholding, at the r

of 31% on dividends paid unless such U.S. sharehndiflis a corporation or falls within certain ettexempt categories and, when required,
can demonstrate this fact, or (ii) provides a tgegpadentification number, certifies as to no lo§gxemption from backup withholding, and
otherwise complies with applicable requirementthefbackup withholding rules. A U.S. shareholdepwbes not provide the Company with
his correct taxpayer identification number also rbaysubject to penalties imposed by the IRS. Anguwarhpaid as backup withholding will

be creditable against the U.S. shareholder's feoma@me tax liability. In addition, the Company ynlae required to withhold a portion of any
capital gain distributions made to U.S. sharehalddro fail to certify their non-foreign status ketCompany.

Additional issues may arise pertaining to informatreporting and backup withholding with respeditmn-U.S. Shareholders, and Non-U.S.
Shareholders should consult their tax advisors waipect to any such information reporting and bpakithholding requirements.

State and Local Taxes

The Company and its shareholders may be subjetate or local taxation in various state or looaisdictions, including those in which it or
they transact business or reside. The state aafittnctreatment of the Company and its sharehsldery not conform to the federal income
tax consequences discussed above. Consequenspgotive holders should consult their own tax aat¢éisegarding the effect of state and
local tax laws on an investment in the stock of@oenpany.

Ticket to Work and Work Incentives Improvement A€t1999--Significant REIT Provisions

The Ticket to Work and Work Incentives ImprovemAat of 1999 (the "Act"), which includes several pisions pertinent to REITs, was
enacted on December 17, 1999 and will generallgffeetive for the Company beginning in 2001. Thevisions of the Act that are pertinent
to the Company are as follows:
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Taxable REIT Subsidiaries ("TRS")

A REIT will be allowed to own up to 100% of the skaof TRS, which will be allowed to provide sensdc® the REIT's tenants and others
without disqualifying the rents that the REIT re@s from its tenants. The scope of the activitfeallssuch TRS in comparison to that of the
REIT's overall business of real estate ownershipageration has been limited under the Act by néiogiithat the securities of all TRS may
not exceed 20% of the value of the REIT's asséts.dividends of TRS will not constitute qualifiedtome for purposes of the 75% income
test. In addition, TRS will generally not be alla® operate health care or lodging facilities.galth care facility is generally defined to b
hospital, nursing facility, assisted living fagjlitcongregate care facility or other licensed facéxtending medical, nursing or ancillary
services to patients.

TRS will be, as implied by the name, subject teefatlcorporate income tax in much the same marmetter, non-REIT C corporations,

with the exceptions that the deductions for delot rismtal payments made by TRS to the REIT willibetéd and a 100% excise tax will be
imposed on transactions between a TRS and theatdtil REIT or that REIT's tenants that are not cotetl on an arm's length basis. TRS are
corporations in which a REIT owns stock, directhirairectly, and for which both the REIT and ttergorations have made TRS elections.

Subject to transition rules that exempt existimg@agements to the extent that the third party slignsi does not engage in a substantial new
line of business or acquire any substantial agsitad the REIT does not acquire any securitighefsubsidiary, a REIT will not be allowec
own more than 10% of the vote or value of the d&ear(other than certain debt securities) of a-R&iT C corporation other than TRS.
Existing third-party subsidiaries will be allowem¢onvert into a TRS on a tax-free basis.

Health Care Properties

The hiring of an independent contractor to manageadified health care property will not cause pineperty to cease to be foreclosure
property solely because the REIT receives rentalrire from the contractor with respect to one oranpyoperties. A REIT will also be able
make a foreclosure property election with respecfualified health care properties acquired asdbalt of the termination of the lease of <
property.

Distribution Requirement
A REIT will be required to distribute only 90% d$itaxable income, as compared to the current @56 level.

Personal Property Rents

Rents received by a REIT attributable to personaperty leased with real property will be treatsdjaalified income to the extent that the
fair market value of the personal property doesexaeed 15% of the fair market value of the tadated property. The law currently in effect
makes this determination based upon the relatijieseedi tax basis of the personal property compardidat of the total rented property.

Other Changes

The Act also relaxes the requirements for testihgtiver an entity qualifies as an independent cotaraextends the deficiency procedure to
assist REITs with distributing non-REIT earningsl gmofits and further restricts the estimated tayment rules applicable to the owners of a
closely held REIT. In changes not directly aime®&iTs, but nonetheless potentially affecting
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them, the Act limits the availability of the indfakent method of accounting and extends through 200 hvailability of a deduction for cert
environmental remediation expenditures.

Effect on the Company

The TRS rules will afford the Company the opportyitd offer services to its tenants that are priddibor require undue administrative
complexity under current law. In addition, the libkzation of the foreclosure property rules foaltified health care properties will offer the
Company more flexibility in the event that the Canp finds it necessary to operate any of its prigethrough an independent contractor
due to foreclosure or lease termination. The Comjimntherwise unable to anticipate the specifipaet of these or any other of the Act's
changes.

Real Estate Investment Trust Tax Proposals

The President's Fiscal Year 2001 Budget Propdsal'@roposal”) includes several provisions potégtéffecting REITs. One notable
provision would increase the percentage of a RElfidgary and capital gain income for a particiitadable year that the REIT must gener
distribute within that year (in order to avoid floeir percent excise tax on the undistributed paojtio 98%. This provision would be effective
for taxable years beginning in 2001 and would Igrgéminate the effect of the Taxpayer Relief Ehgmn Act's reduction in a REIT's taxable
income distribution requirement to 90%. Althougk tbompany generally distributes in excess of 98%sairdinary and capital gain income
within the year in which it was earned, this prasiswould make it more difficult for the Companydonsistently escape the four percent
excise tax as it has done in the past. The Propdsaincludes provisions affecting certain clodedyd REITs, limiting the dividend treatment
of "fast-pay" preferred stock dividends by non-#ddREITS, and permanently extending the dedudiitoki remediation expenditures for
qualified contaminated sites. The Proposal is suitfesignificant contingencies, including the diffig views of the President and Congress
regarding the broader issues of tax and spendiligyp@he Company is unable to anticipate the netsoh of these contingencies or, exceg
noted, the impact upon the Company should anyl af #iese provisions be enacted.

Investors must recognize that the present fedecalne tax treatment of the Company may be modifiefliture legislative, judicial or
administrative actions or decisions at any timeictwimay be retroactive in effect, and, as a resumly, such action or decision may affect
investments and commitments previously made. Thes dealing with federal income taxation are cam$taunder review by persons
involved in the legislative process and by the IR8e Treasury Department, resulting in statutdrginges as well as promulgation of new
revisions to existing, regulations and revisedrpretations of established concepts. No prediateimbe made as to the likelihood as to
passage of any new tax legislation or other prowusieither directly or indirectly affecting the Cpamy or its shareholders.

ERISA CONSIDERATIONS

The following is a summary of material considenasi@rising under ERISA and the prohibited transagbrovisions of Section 4975 of the
Code that may be relevant to a holder of stockef@ompany. This discussion does not propose tondtaall aspects of ERISA or Section
4975 of the Code or, to the extent not preemptatke gaw that may be relevant to particular empédyenefit plan shareholders (including
plans subject to Title | of ERISA, other employeméfit plans and IRAs subject to the prohibitedidesction provisions of Section 4975 of
Code, and governmental plans and church plansathaxempt from ERISA and Section 4975 of the Gnddhat may be subject to state |
requirements) in light of their particular circurastes.
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A fiduciary making the decision to invest in stagfithe Company on behalf of a prospective purchasgéch is an ERISA plan, a tax-
qualified retirement plan, an IRA or other emplopemefit plan is advised to consult its own leghlisor regarding the specific
considerations arising under ERISA,

Section 4975 of the Code, and (to the extent netmpted) state law with respect to the purchaseemshkip or sale of stock by such plan or
IRA.

Employee Benefit Plans, Tax-qualified Retirement Rins and IRAs

Each fiduciary of an employee benefit plan subjedtitle | of ERISA (an "ERISA Plan") should caréfuconsider whether an investment in
stock of the Company is consistent with its fidugieesponsibilities under ERISA. In particular, figuciary requirements of Part 4 of Title |
of ERISA require (i) an ERISA Plan's investment®éoprudent and in the best interests of the ERREA, its participants and beneficiaries,
(i) an ERISA Plan's investments to be diversifiedrder to reduce the risk of large losses, uritesstlearly prudent not to do so, (iii) an
ERISA Plan's investments to be authorized undeSBRInd the terms of the governing documents oERESA Plan and (iv) that the
fiduciary not cause the ERISA Plan to enter intmgactions prohibited under Section 406 of ERI®Addtermining whether an investment in
stock of the Company is prudent for purposes ofRtthe appropriate fiduciary of an ERISA Plan ddaronsider all of the facts and
circumstances, including whether the investmentasonably designed, as a part of the ERISA Ppamtéolio for which the fiduciary has
investment responsibility, to meet the objectivethe ERISA Plan, taking into consideration thée$ loss and opportunity for gain (or other
return) from the investment, the diversificatioash flow and funding requirements of the ERISA Riad the liquidity and current return of
the ERISA Plan's portfolio. A fiduciary should alsdke into account the nature of the Company'siessi, the length of the Company's
operating history and other matters described belioder "Cautionary Statements".

The fiduciary of an IRA or of an employee beneférpnot subject to Title | of ERISA because it igavernmental or church plan or because
it does not cover common law employees (a "Non-BRPEan") should consider that such an IRA or NonE&&RPlan may only make
investments that are authorized by the appropgaterning documents, not prohibited under Sect®rbdof the Code and permitted under
applicable state law.

Status of the Company under ERISA

A prohibited transaction may occur if the assetthefCompany are deemed to be assets of the ingd2iins and "parties in interest" or
"disqualified persons" as defined in ERISA and B&c4975 of the Code, respectively deal with susdess. In certain circumstances where a
Plan holds an interest in an entity, the assetBeoéntity are deemed to be Plan assets (the ‘tlookigh rule™). Under such circumstances,
person that exercises authority or control witlpees to the management or disposition of such sisset Plan fiduciary. Plan assets are not
defined in ERISA or the Code, but the United St&tepartment of Labor issued regulations in 198 (fRegulations") that outline the
circumstances under which a Plan's interest iméityewill be subject to the look-through rule.

The Regulations apply only to the purchase by a Bfan "equity interest” in an entity, such as ooon stock or common shares of benef
interest of a REIT. However, the Regulations prevaah exception to the look-through rule for equitgrests that are "publicly-offered
securities."

Under the Regulations, a "publicly-offered secuiritya security that is (i) freely transferable) @art of a class of securities that is widely-
held and (iii) either (a) part of a class of seibesithat is registered under section 12(b) or 1@{ghe Securities and Exchange Act of 1934, as
amended (the "Exchange Act"), or (b) sold to a Rlapart of an offering of securities to the puplicsuant to an effective registration
statement under the Securities Act and the claseafrities of

24



which such security is a part is registered undergxchange Act within 120 days (or such longeigesllowed by the Securities and
Exchange Commission) after the end of the fiscal yé the issuer during which the offering of s@eleurities to the public occurred. Whet
a security is considered "freely transferable" aejseon the facts and circumstances of each caser@ly, if the security is part of an
offering in which the minimum investment is $10,08Y0ess, any restriction on or prohibition agaiasy transfer or assignment of such
security for the purposes of preventing a termaratr reclassification of the entity for federalstate tax purposes will not of itself prevent
the security from being considered freely trandfieraA class of securities is considered "wideéld" if it is a class of securities that is owi
by 100 or more investors independent of the isandrof one another.

The Company believes that the stock of the Compalyneet the criteria of the publicly-offered seities exception to the look-through rule
in that the stock of the Company is freely traredfde, the minimum investment is less than $10,0@Dthe only restrictions upon its transfer
are those required under federal income tax lawsaimtain the Company's status as a REIT. Sectock sf the Company is held by 100 or
more investors and at least 100 or more of thesestors are independent of the Company and of vogher. Third, the stock of the Compi
has been and will be part of offerings of secwit@the public pursuant to an effective registrastatement under the Securities Act and will
be registered under the Exchange Act within 12Gddier the end of the fiscal year of the Compamyngd) which an offering of such

securities to the public occurs. Accordingly, thentpany believes that if a Plan purchases stockeo€tompany, the Company's assets shoulc
not be deemed to be Plan assets and, therefotanphg@erson who exercises authority or controhwéspect to the Company's assets should
not be treated as a Plan fiduciary for purposdgb@prohibited transaction rules of ERISA and Secti975 of the Code.

CAUTIONARY STATEMENTS

From time to time the Company may make forward-inglstatements that reflect its current opinionwboture events and financial
performance. Readers should understand that tltoeviah important factors, among others, could afftae Company's actual results. These
factors could cause actual results to differ maligrirom those expressed in any forward-lookingtestnents made by, or on behalf of, the
Company. The Company has discussed many of thesedan prior filings with the Securities and Eacige Commission.

RISKS RELATED TO THE COMPANY'S GENERAL GROWTH STRAT EGY

The Company follows a general growth strategy o¥jgling integrated real estate services to thetheale industry, including the following:
- Asset management and strategic planning forestalte;

- Property administration, management and leasngces;

- Build-to-suit development of healthcare propestie

- The acquisition of existing healthcare propertasl

- Equity co-investment in healthcare provider asijiain transactions.

By providing these services, the Company believear differentiate its market position, acquireded capital, expand its asset base and
increase revenue. The Company believes, howearthire are various risks inherent in this grositategy. The following factors, among
others, could affect the Company's ability to grawd investors should consider them carefully.
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THERE IS CONSIDERABLE COMPETITION IN THE COMPANY'S MARKET.
The Company competes for property management, al@velnt and new purchases with, among others:
- Investors;
- Healthcare providers;
- Other healthcare related real estate investmestis
- Real estate partnerships; and
- Financial institutions.

Competition for attractive investments resultsningstment pressure on the Company. The Companydisite adhere to its established
acquisition standards; however, increased competitir such assets from other REITs and traditianal non-traditional equity and debt
capital sources may affect the growth and finanetirn of the Company. The Company's propertiesalso subject to competition from the
properties of other healthcare providers, sometitlwhave greater capital resources than the peowvigasing the Company's facilities. Al
the Company's properties operate in a competitiwér@nment and patients and referral sources, diotuphysicians, may change their
preferences for a healthcare facility from timeitoe.

THE COMPANY PRESENTLY HAS LIMITED ACCESS TO CAPITAL WHICH WILL SLOW THE
COMPANY'S GROWTH.

A REIT is required to make dividend distributionslaretains little capital for growth. As a res@atREIT is required to grow through the
steady investment of new capital in real estatetasErom 1992 until late 1998, the REIT industgsvin an expansion mode, and capital was
readily available to REITs. By the end of 1999, koer, market valuations of REIT shares (includimg €ompany's shares) had declined
substantially with the result that the Company enély has limited access to capital from the eqoiyket. Virtually all of the Company's
available capital in 2000 will be used to meet gxgscommitments and to reduce debt. The Compalflyagjuire additional capital to acquire
healthcare properties. The Company may not betakibtain additional equity or debt capital or disp of assets at the time it requires
additional capital. Moreover, the Company may retble to obtain capital on terms that will peritnib acquire healthcare properties on a
competitive basis.

THE COMPANY MAY NOT BE ABLE TO OBTAIN ADDITIONAL CA PITAL OR DISPOSE OF
ASSETS AT THE TIME IT REQUIRES THE FUNDS TO PAY ITS OBLIGATIONS.

The Company currently has substantial bank andutisnal indebtedness with significant payments ¢tu2000. The Company may also be
required to borrow money and mortgage its propetbefund any shortfall of cash necessary to mash distribution requirements necessary
to maintain its REIT status. The Company anticipdibat it will be able to obtain such financing negeded; however, if the Company is
unable to obtain sufficient funds within the neegggime periods, it will default on its obligatien

FAILURE OF THE COMPANY TO MAINTAIN OR INCREASE IT®IVIDEND COULD REDUCE THE MARKET PRICE OF THE
COMPANY'S STOCK WHICH COULD MAKE IT DIFFICULT FOR HE COMPANY TO RAISE ADDITIONAL EQUITY CAPITAL ON
FAVORABLE TERMS, IF AT ALL.

26



The Company has raised its quarterly dividend eacisecutive quarter since the Company's initialipuffering. The ability to maintain or
raise its dividend is dependent, to a large pargrowth of funds from operations. This growthunrt depends upon increased revenues from
additional investments, rental increases and incloom administrative and management services.

DEVELOPMENT FUNDING INVOLVES GREATER RISKS THAN ARE ASSOCIATED WITH THE
PURCHASE AND LEASE-BACK OF OPERATING PROPERTIES.

Development funding arrangements require the Compmprovide the funding to enable healthcare dpesao build facilities on property
owned or leased by the Company. If the developeontractor fails to complete the project undertdrens of the development agreement
Company would be forced to become involved in theetbpment to ensure completion or the Company avimgle the property.

TRANSFERS OF OPERATIONS OF HEALTHCARE FACILITIES ARSUBJECT TO REGULATORY APPROVALS NOT REQUIRED
FOR TRANSFERS OF OTHER TYPES OF COMMERCIAL OPERANS®AND REAL ESTATE.

Many of the Company's properties are special-purpasilities that may not be easily adaptable wsumrelated to healthcare.
RISKS RELATED GROWTH OF REVENUE AND FUNDS FROM OPER ATIONS

The Company's general growth strategy requiresraging growth in the Company's funds from operatiarich could be negatively affec
by the following factors:

OPERATORS OF SENIOR LIVING ASSETS HAVE COME UNDENCREASED FINANCIAL PRESSURE WHICH MAY AFFECT
THEIR ABILITY TO MEET THEIR OBLIGATIONS TO THE COMRNY.

Due to increased competition in the senior livisgeds sector, operators of senior living faciliiese come under increased financial
pressure; additionally, the implementation of thep$pective payment system” for Medicare reimbuesgmhad added pressure on operators.
As a result of the Capstone merger, the Compaiwytfofio of senior living facilities increased suéstially. Since the Capstone merger, three
operators in this sector have declared bankruptayever, the Company has sold, leased or is iptbeess of leasing these properties. The
Company cannot be certain that additional opefaitures in this sector will not occur.

THE INVESTMENT RETURNS AVAILABLE FROM EQUITY INVESMMENTS IN REAL ESTATE DEPEND LARGELY ON THE
AMOUNT OF INCOME EARNED AND CAPITAL APPRECIATION GEERATED BY THE RELATED PROPERTIES, AS WELL AS
THE EXPENSES INCURRED.

Real property investments are generally subjecatging degrees of risk. To offset the threat alifficient revenue to meet operating
expenses, debt service, capital expenditures anidiedid payments, the Company requires net masieeseor similar financial support with
primary term periods for most of its investmentsvirtheless, the Company's properties are sulpjedk of the normal risks associated with
real estate investments.

ADVERSE TRENDS IN HEALTHCARE PROVIDER OPERATIONS CA N NEGATIVELY AFFECT
THE LEASE REVENUES AND VALUES OF THE COMPANY'S INVE STMENTS.

The healthcare service industry continues to befitable, growing segment of the economy, suppblte fundamentals that ensure
continued growth. However, the industry is currgettperiencing:
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- Substantial changes in the method of deliveryaaflthcare services;
- Rising competition among healthcare providergftients;

- Continuing pressure by private and governmerdagbps; and

- Increased scrutiny by federal and state autlestiti

The changes can affect the economic performanserot or all of the tenants and sponsors who prdindacial support to the Company's
investments and, in turn, the lease revenues andatlue of the Company's property investments.

THE COMPANY'S CONCENTRATION ON A FEW HEALTHCARE PRODERS WOULD MAGNIFY THE NEGATIVE EFFECT ON
THE COMPANY IF A LARGER PROVIDER WERE TO SUFFER FANICIAL HARDSHIPS.

Currently, 48% of the Company's real estate paafahcluding mortgages, is leased to, or suppoteds five largest healthcare provider
clients. To varying degrees, these providers haperienced the pressures listed above. Any finapcablems experienced by these
providers would negatively impact the support ageanents that the Company has with these providetsexjuire the Company to rely sol
upon rental revenue from occupant tenants. If then@any is required to rely solely upon tenant oecip with respect to one or more
properties, it will experience the typical risksasiated with real estate investments enjoyingupplemental credit support, including
competition for individual tenants and the renewraloll-over of existing leases.

IF THE INPATIENT OCCUPANCY RATE AT A HOSPITAL NEARA COMPANY FACILITY DETERIORATED TO A LEVEL AT
WHICH OPERATING CASH FLOWS WOULD BE INSUFFICIENT TGOVER THE PAYMENTS TO THE COMPANY, THE
COMPANY WOULD HAVE TO RELY UPON THE GENERAL CREDIDF THE PROVIDER OR THE RELATED GUARANTOR, IF
ANY.

Most of the hospitals adjacent to or associatetl thié Company's current properties and those axheired by the Company are
substantially less than fully occupied on an imgratbasis. Despite such occupancy rates, howdweegperating cash flow produced by such
hospitals adequately covers related payments tGdmepany.

IF A PROVIDER LOST ITS LICENSURE OR CERTIFICATION, THE COMPANY WOULD
HAVE TO OBTAIN ANOTHER PROVIDER FOR THE AFFECTED FA CILITY.

Healthcare providers are subject to federal arte $aavs and regulations which govern financial atiter arrangements between healthcare
operators. If the Company could not attract anoltleaithcare provider on a timely basis or on aai#@ptterms, the Company's revenues
would suffer.

A FAILURE OF THE COMPANY TO REINVEST THE PROCEEDRPM SECURITIES OFFERINGS AND PROPERTY
DISPOSITIONS COULD HAVE AN ADVERSE EFFECT ON THE G@ANY'S FUTURE REVENUES.

From time to time, the Company will have cash aldé from (1) the proceeds of sales of sharesafdturities, (2) the sale of its properties,
including non-elective dispositions, under the tewwhmaster leases or similar financial suppodmgements, and (3) principal payments on
its mortgage investments. These arrangements eg@uirong other items, a disposition of propertiehé event of a healthcare provider's
default, and upon the healthcare provider's exemfisin option to repurchase these properties Cdmepany must r@vest these proceeds,

a timely basis, in another healthcare investmeir arqualified short-term investment. While then@@@mny has been able to do so in the past,
the Company may not be able to invest proceedstimnedy basis or on acceptable terms in the future.
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Delays in acquiring properties will negatively ingbaevenues and may have the potential to adveedtdgt the Company's ability to increase
its distributions to shareholders.

TERMINATION OF PROPERTY MANAGEMENT ENGAGEMENTS CAN RESULT IN LOST
INCOME.
The Company is engaged on its own behalf, anchfobenefit of third-party property owners, in tbédwing activities:
- Asset and property management;
- Day-to-day property management;
- Leasing of multi-tenanted healthcare propertest
- Supervision of the development of new healthpaoperties.

The terms of these service engagements can vaiyration from month-tenonth to 15 years. Additionally, the Company reguléerminate
engagements as a result of completion of the emgageassignment or the sale of managed propesgtisbCompany or third-party owners.
Termination of engagements results in lost futno®me stream. In addition, unamortized capitalssturred in obtaining engagements
must be charged against current revenues or esiatlreserves. The Company has experienced sartifiactuation in the number of
engagements in effect at any given time. This flatbn generates uncertainty as to the predictalufinet revenues. The Company is also
subject to significant uncertainties because ofiyreamic nature of the healthcare service indusing, increased competition from other real
estate management companies entering the healtbeiees industry. The Company may not be ab&®tdinue to be able to market or
cross-sell its property management services sutilgss

RISKS RELATED TO THE COMPANY'S STATUS AS A REIT
FAILURE TO MAINTAIN ITS STATUS AS A REIT, EVEN IN O NE TAXABLE YEAR,
COULD CAUSE THE COMPANY TO REDUCE ITS DIVIDENDS DRA MATICALLY.

The Company intends to qualify at all times as dTREder the Code. If in any taxable year the Comypdoes not qualify as a REIT, it wo
be taxed as a corporation. As a result, the Companid not deduct its distributions to the shardbmd in computing its taxable income.
Depending upon the circumstances, a REIT that libisegialification in one year may not be eligibdere-qualify during the four succeeding
years. Further, certain transactions or other eventlld lead to the Company being taxed at rategimg from four to 100 percent on certi
income or gains.

ITEM 2. PROPERTIES
EXECUTIVE OFFICES

The Company's headquarters, located in office8 80 3Vest End Avenue in Nashville, Tennessee, asetbfrom an unrelated third party.
The lease agreement, covering approximately 22s§bare feet of rented space, expires on Octobe208R, with two five-year renewal
options. Annual rental is approximately $421,000.

PROPERTY OPERATIONS
The following table sets forth information regamglithe Company's properties as of December 31, 1999.
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FACILITY FACILITY TOTAL DATE

TYPE (4) LOCATION INVESTMENT  EN CUMBRANCES  ACQUIRED
AHF AL $ 4,697,059 1998
AHF AL 6,899,236 1998
AHF AL 14,091,201 1998
AHF AL 8,507,164 1998
AHF AL 2,353,118 1998
AHF AL 6,416,670 1998
AHF AZ 5,273,993 1993
AHF CA 4,792,781 1995
AHF CA 5,749,332 1994
AHF CA 5,287,476 1994
AHF CA 9,324,345 1994
AHF CA 9,189,080 1994
AHF CA 15,698,415 1997
AHF CA 16,068,467 1998
AHF CA 7,538,204 1993
AHF CA 5,327,777 1993
AHF FL 11,215,993 1994
AHF FL 7,756,400 1998
AHF FL 5,292,400 1994
AHF FL 4,981,848 1994
AHF FL 4,995,230 1994
AHF FL 3,302,941 1998
AHF FL 19,453,635 1998
AHF FL 4,556,668 1994
AHF FL 5,084,512 1996
AHF FL 20,063,164 $ 8,642,547 1998
AHF FL 1,620,558 1995
AHF FL 8,467,651 1994
AHF GA 6,388,548 1993
AHF GA 11,069,865 1994
AHF KS 10,612,306 1995
AHF NV 6,881,494 1998
AHF NV 42,758,366 22,612,354 1998
AHF PA  (2) 1,266,252 1999
AHF PA 4,775,583 1998
AHF ™ 9,354,010 1997
AHF TN  (2) 209,369 1999
AHF ™ 10,713,633 4,398,886 1998
AHF ™ 3,138,889 1994
AHF T 1,905,817 1993
AHF T 10,699,488 1998
AHF T 9,262,657 1998
AHF X 842,003 1996
AHF T 1,737,128 1993
AHF T 18,485,079 1993
AHF T 5,252,820 1994
AHF TX 3,194,800 1998
AHF T 14,301,748 1993
AHF TX 3,236,289 1998
AHF T 3,107,422 1996
AHF VA 3,771,668 1994
AHF VA 4,593,463 1994
AHF VA 8,773,577 1994
AHF VA 5,855,716 1994
AHF VA 27,608,960 1996
AHF VA 1,433,579 1996
AHF VA 14,683,388 1998
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FACILITY FACILITY TOTAL DATE

TYPE (4) LOCATION INVESTMENT ~ EN CUMBRANCES ACQUIRED
AHF VA 3,082,977 1998
AHF VA 9,551,370 1999
AHF WY (2) 879,544 1999
ALF cT 11,924,642 1998
ALF FL 1,764,000 1998
ALF FL 9,572,814 1998
ALF FL (2) 8,791,535 1998
ALF GA 5,894,100 1998
ALF MO 1,528,562 1998
ALF MO 1,528,561 1998
ALF MO 1,528,562 1998
ALF MO 1,528,562 1998
ALF NC 3,669,603 1998
ALF NJ 8,719,597 1998
ALF NJ 8,982,861 1998
ALF OH 4,337,865 1998
ALF PA 4,117,404 1998
ALF PA 4,544,157 1998
ALF PA 4,100,876 1998
ALF PA 3,886,033 1998
ALF PA 2,698,505 1998
ALF PA 8,245,717 1998
ALF PA 2,805,932 1998
ALF sc 3,004,764 1998
ALF TX 9,941,467 1998
ALF TX 10,318,933 1998
ALF TX 5,842,697 1998
ALF TX 6,912,461 1998
ALF TX 7,525,955 1998
ALF TX 7,986,831 1998
ALF TX 10,840,056 1998
ALF TX 11,455,702 1998
ALF VA 5,930,081 1998
ALF VA 5,228,517 1998
ALF VA 5,576,337 1998
ASC CA 1,046,229 1993
ASC FL 6,144,037 1999
ASC GA 1,560,659 1998
ASC IL 1,453,447 1998
ASC MO 5,307,122 1998
ASC NV 3,800,571 1994
ASC TX 2,039,563 1993
CAC AZ 10,492,408 1998
CAC CA 28,747,108 1998
CAC FL 11,182,027 4,648,093 1998
CAC FL 5,801,741 3,268,190 1998
CAC FL 3,199,810 1998
CAC FL 3,872,469 1998
CAC FL 3,187,566 1998
CAC FL  (3)(2) 11,985,876 1996
CAC MO 9,449,685 1998
CAC MO 11,982,707 1998
CAC ™ 3,126,397 1998
CAC TX 12,053,222 1993
CAC TX 9,666,769 1994
IRF AL 17,721,800 1998
IRF FL 11,703,036 1998
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FACILITY FACILITY TOTAL DATE

TYPE (4) LOCATION INVESTMENT  EN CUMBRANCES  ACQUIRED
IRF PA 19,895,520 1998
IRF PA 20,891,771 1998
IRF PA 14,391,440 1998
IRF PA 19,616,487 1998
IRF PA 17,835,429 1998
IRF PA 19,616,574 1998
IRF T 12,916,201 1998
PC AL 2,639,646 1998
PC AL 8,368,389 1998
PC CA 8,055,943 1998
PC FL 6,745,314 1998
PC FL 10,305,181 1993
PC FL 2,199,246 1998
PC FL 3,893,612 1998
PC FL 5,213,956 1994
PC FL 13,509,657 1998
PC FL 8,332,183 1998
PC FL 1,556,229 1998
PC FL 3,604,186 1994
PC FL 856,377 1998
PC GA 2,624,880 1998
PC GA 2,673,880 1994
PC IL 11,680,200 1998
PC MA 2,564,171 1998
PC MA 7,634,926 1998
PC MA 9,209,268 1998
PC MA 3,963,588 1998
PC MA 7,414,137 1998
PC MO 5,333,435 1998
PC MO 4,032,033 1998
PC ™ 2,554,651 1998
PC ™ 1,889,836 1998
PC ™ 2,057,416 1998
PC ™ 1,981,966 1998
PC ™ 2,186,828 1998
PC T 16,938,177 1998
PC T 4,458,322 1993
PC VA 1,362,083 1996
PC VA 901,107 1996
PC VA 337,915 1996
PC VA 182,269 1996
PC VA 350,203 1996
PC VA 674,806 1996
SNF AZ 2,873,661 1997
SNF CA 12,687,699 1994
SNF co 6,230,515 1994
SNF co 12,417,625 1997
SNF co 7,759,595 1996
SNF FL 10,205,696 1995
SNF IN 3,640,140 1993
SNF KS 7,592,661 1996
SNF M 3,540,494 1993
SNF M 3,284,185 1993
SNF M 3,143,156 1993
SNF M 1,049,352 1993
SNF M 1,697,049 1993
SNF NC (1) 6,175,865 1998
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FACILITY FACILITY TOTAL DATE

TYPE (4) LOCATION INVESTMENT EN CUMBRANCES ACQUIRED
SNF OK 606,100 1999
SNF PA 2,936,955 1998
SNF PA 5,011,011 1998
SNF PA 12,669,190 1998
SNF TN 5,046,153 1997
SNF TN 3,289,203 1997
SNF > 9,445,015 1995
SNF X 10,020,503 1995
SNF VA (1) 6,952,798 16,204,372 1998
SNF VA (1) 5,296,037 1998
SNF VA (1) 4,733,910 1998
SNF VA (1) 3,458,764 1998
SNF VA (1) 3,207,675 1998
OTH AL 8,789,812 1993
OTH AR 2,988,896 1998
OTH AZ 3,533,540 1998
OTH FL 3,336,907 1998
OTH FL 1,417,038 1998
OTH MI 13,558,158 1998
OTH MO 10,896,833 1998
OTH MS 4,290,408 1993
OTH PA ) 3,355,172 1999
OTH TX 8,601,386 1993
OTH TX 5,891,916 1998
OTH X 1,976,372 1994
OTH VA 6,885,358 1996
OTH VA 5,121,498 1996
OTH VA 926,023 1993
OTH VA 12,760,711 1998
OTH VA 1,015,117 1993
OTH VA 2,119,232 1998
Total Real Estate $1,395,576,876 $ 59,774,442
Corporate 3,568,771 --

Total Property $1,399,145,647 $ 59,774,442

(1) All six of the properties are encumbered by prwtgage with a 12/31/99 balance of $16,204,372.

(2) Development at 12/31/99.

(3) Consists of three buildings, with one buildlbgjng an MOB that is in construction as of 12/31/99

(4) Facility Types:

AHF Ancillary Hospital Facilities

ALF Assisted Living Facilities

ASC Ambulatory Surgery Centers

CAC Comprehensive Ambulatory Care Centers IRH ligpaiRehabilitation Facilities PC Physician Clinics
SNF Skilled Nursing Facilities

OTH Other
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ITEM 3. LEGAL PROCEEDINGS

On March 22, 1999, HR Acquisitions | Corporatioorrierly known as Capstone Capital Corporation ("MRa@ wholly-owned subsidiary of
the Company, filed suit against Medistar Corporatiad its affiliate, Medix Construction CompanyUnited States District Court for the
Northern District of Alabama, Southern Division. A& seeking damages in excess of two million dslkising out of the development &
construction of four real estate projects locatedifferent parts of the United States. Medistat Medix served as the developer and
contractor, respectively, for the projects. HRT haserted claims for damages relating to, amorgysthlleged breaches of the development
and contracting obligations, failure to performaittordance with contract terms and specificatiand,other deficiencies in performance by
Medistar and Medix. On June 10, 1999, MedistarMedix filed its answer and counterclaim assertingaety of alleged legal theories,
claims for damages for alleged deficiencies by HiR@ the Company in the performance of alleged abtigs, and for damage to their
business reputation. Attempts at mediation haveemtlted in a settlement of the disputes. The Gay's prosecution of its claims and
defense of the counterclaims will be vigorous. While Company cannot predict the range of poskibkeor outcome, the Company believes
that, even though the asserted cross claims séskasiial monetary damages, the allegations madédajstar and Medix are not factually
legally meritorious, are subject to sustainableedsés and are, to a significant extent, coverdabijity insurance.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
No matter was submitted to a vote of shareholdersd the fourth quarter of 199
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PART Il
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND R ELATED STOCKHOLDER MATTERS

Information relating to the Company's Common Staeit,forth on page 36 of the Company's 1999 AnReglort to Shareholders under the
caption "Common Stock," is incorporated herein é&fgirence.

On October 15, 1999, the Company issued an aggred50,000 shares of its Common Stock to thremdo executive officers of Capstone
Capital Corporation pursuant to Consulting Agreets&vith such individuals. Such sales were exemgeuthe registration requirements of
the Securities Act of 1933 in reliance on the exéompcontained in Section 4(2) of such Act. The @amy made no other private sales of
equity securities during 1999.

ITEM 6. SELECTED FINANCIAL DATA

The Company's selected financial data, set forthage 9 of its 1999 Annual Report to Shareholdadeuthe caption "Selected Financial
Information," is incorporated herein by reference.

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The Company's information relating to managemeligsussion and analysis of financial condition,fegth on pages 10 through 16 of the
Company's 1999 Annual Report to Shareholders uhéecaption "Management's Discussion and AnalysiSrancial Condition and Results
of Operations," is incorporated herein by reference

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

See "Market Risk" in "Management's Discussion andlysis of Financial Condition and Results of Opierss," set forth on page 16 of the
Company's 1999 Annual Report to Shareholders.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The Company's financial statements and the reladésk, together with the report of Ernst & YoungiLthereon, set forth on pages 17
through 34 of the Company's 1999 Annual Reportitar&holders, are incorporated herein by reference.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.
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PART 1lI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT
DIRECTORS

Information with respect to directors, set forthpages one through three of the Company's Proxgi8émt relating to the Annual Meeting
Shareholders to be held on May 16, 2000 underdpéan "Election of Directors," is incorporated &ierby reference.

EXECUTIVE OFFICERS

The executive officers of the Company are:

Name Age Position

David R. Emery................ 55 Chairman of t he Board, Chief Executive Officer &
President

Timothy G. Wallace............ 41 Executive Vic e President & Chief Financial Officer

Roger O. West................. 55 Executive Vic e President & General Counsel

Mr. Emery formed the Company and has held his otpesitions since May 1992. Prior to 1992, Mr. Eynwas engaged in the development
and management of commercial real estate in NdshViénnessee. Mr. Emery has been active in tHeestate industry for 30 years.

Mr. Wallace has held executive positions with tlmmpany since January 1993. Prior to joining the gamy, he was a Senior Manager with
responsibility for healthcare and real estate @Nashville, Tennessee office of Ernst & Young Lftdtn June 1989 to January 1993.

Mr. West has held executive positions with the Canypsince May 1994. Prior to joining the Comparg/was a senior partner in the law
firm of Geary, Porter and West, P.C. in Dallas, d8e&om July 1992 to May 1994. Mr. West has extansikperience in the areas of
corporate, tax and real estate law.

ITEM 11. EXECUTIVE COMPENSATION

Information relating to executive compensation,fegh on pages 8 through 14 of the Company's PRtayement relating to the Annual
Meeting of Shareholders to be held on May 16, 2@@der the caption "Executive Compensation," istipocated herein by reference. The
Comparative Performance Graph and the Compengatammittee Report on Executive Compensation alslodied in the Proxy Statement
are expressly not incorporated herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

Information relating to the security ownership cimagement and certain beneficial owners, set torthages 6 through 7 of the Company's
Proxy Statement relating to the Annual Meeting le&igholders to be held on May 16, 2000 under th&ara"Security Ownership of Certain
Beneficial Owners and Management,"” is incorporateetin by reference.
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

Information relating to certain relationships aethted transactions, set forth on page 16 of thagamy's Proxy Statement relating to the
Annual Meeting of Shareholders to be held on May2D®0 under the caption "Certain RelationshipsRalhted Transactions," is
incorporated herein by reference.

PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AN D REPORTS ON FORM 8-K
(a) Index to Pro Forma and Historical Financiat&taents, Financial Statement Schedules and Exhibits
(1) FINANCIAL STATEMENTS:

The following financial statements of HealthcareaReTrust Incorporated are incorporated by refeeein Item 8 from the 1999 Annual
Report to Shareholders:

AUDITED CONSOLIDATED FINANCIAL STATEMENTS

- Independent Auditors' Report.

- Consolidated Balance Sheets - December 31, 11999 898.

- Consolidated Statements of Income for the yeade@ December 31, 1999, December 31, 1998 and Dexe3th, 1997.

- Consolidated Statements of Stockholders' Equitytife years ended December 31, 1999, Decembé©9¥,and December 31, 1997.
- Consolidated Statements of Cash Flows for thesyeaded December 31, 1999, December 31, 1998 aoeniber 31, 1997.

- Notes to Consolidated Financial Statements.

(2) FINANCIAL STATEMENT SCHEDULES:

Schedule Il -- Valuation and Qualifying Accountd2acember 31, 1999..........ccccciviiiiiiie e e S-1
Schedule Ill -- Real Estate and Accumulated Deptea at December 31, 1999..........oiiiiiiiiiiiiiiiiieeeee e S-2
Schedule IV - Mortgage Loans on Real Estate at DBee 31, 1999.........ccoiiiiiiiiiiiiiie e S-3

All other schedules are omitted because they arapmicable or not required or because the inféionds included in the consolidated
financial statements or notes thereto.

(3) Exhibits:
Exhibit
Number Description of Exhibits
31 - Second Articles of Amendment and Restatement of the Registrant.(1)
32 - Amended and Restated Bylaws of th e Registrant.(7)
4 - Specimen stock certificate.(1)
101 -- 1993 Employees Stock Incentive Pl an of Healthcare Realty Trust Incorporated.(1)
10.2 - 1995 Restricted Stock Plan for No n-Employee Directors of Healthcare Realty Trust Inc orporated.(4)
10.3 - Executive Retirement Plan, as ame nded. (filed herewith)
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10.4

Retirement Plan for Outside Direc

tors.(1)

105 - Non-Qualified Deferred Compensati on Plan. (filed herewith)

106 - Executive Variable Incentive Comp ensation Plan. (filed herewith)

10.7 - 2000 Employee Stock Purchase Plan . (filed herewith)

10.8 - Dividend Reinvestment Plan.(2)

109 - Amended and Restated Employment A greement by and between David R. Emery and Healthca re Realty
Trust Incorporated. (filed herewi th)

10.10 -- Amended and Restated Employment A greement by and between Roger O. West and Healthcar e Realty
Trust Incorporated. (filed herewi th)

10.11 - Amended and Restated Employment A greement by and between Timothy G. Wallace and Heal thcare
Realty Trust Incorporated. (filed herewith)

10.12 - Revolving Credit Agreement, dated as of October 15, 1998, among Healthcare Realty Tr ust
Incorporated, NationsBank, N.A., First Union National Bank, Societe Generale, and Ba nk Austria
Creditanstalt Corporate Finance, Inc. (6)

10.13 - Term Credit Agreement, dated as o f October 15, 1998, among Healthcare Realty Trust | ncorporated,
Capstone Capital Corporation, Nat ionsBank, N.A., and the other lending banks.(6)

10.14 - Amendment No. 1 to Term Credit Ag reement. (7)

10.15 -- Amendment No. 2 to Term Credit Ag reement. (filed herewith)

10.16 -- Form of Note Purchase Agreement, dated as of September 1, 1995, pertaining to $90,00 0,000
aggregate principal amount of 7.4 1% Senior Notes due September 1, 2002.(3)

11 - Statement re computation of per s hare earnings (contained in Note 9 to the Notes to the
Consolidated Financial Statement in the Annual Report to Shareholders for the year e nded
December 31, 1999 filed herewith as Exhibit 13).

13 -- Annual Report to Shareholders for the year ended December 31, 1999 (filed herewith).

21 - Subsidiaries of the Registrant (f iled herewith).

23 - Consent of Ernst & Young LLP, ind ependent auditors (filed herewith).

27 -- Financial Data Schedule (For SEC Use Only)

(1) Filed as an exhibit to the Company's Regisira$tatement on Form S-11 (Registration No. 33-6Dpeeviously filed pursuant to the
Securities Act of 1933 and hereby incorporateddfgrence.

(2) Filed as an exhibit to the Company's Regisira$tatement on Form S-11 (Registration No. 33-@286eviously filed pursuant to the
Securities Act of 1933 and hereby incorporateddgrence.

(3) Filed as an exhibit to the Company's Form 1fQhe quarter ended September 30, 1995 and hémebyporated by reference.
(4) Filed as an exhibit to the Company's Form 1fixkithe year ended December 31, 1995 and hereloypgorated by reference.
(5) Filed as an exhibit to the Company's Form 1ftxkithe year ended December 31, 1996 and hereloydorated by reference.
(6) Filed as an exhibit to the Company's Form 1fixkithe year ended December 31, 1998 and hereloypgorated by reference.
(7) Filed as an exhibit to the Company's Form 1fQhe quarter ended September 30, 1999 and hémebyporated by reference.
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EXECUTIVE COMPENSATION PLANS AND ARRANGEMENTS
The following is a list of all executive compensatiplans and arrangements filed as exhibits toAhisual Report on Form 10-K:
1. 1993 Employees Stock Incentive Plan of Health&galty Trust Incorporated (filed as Exhibit 10.1)
2. 1995 Restricted Stock Plan for Non-Employee @oes of Healthcare Realty Trust Incorporated ¢figes Exhibit 10.2)
3. Executive Retirement Plan, as amended (filexdmbit 10.3)
4. Retirement Plan for Outside Directors (filedeadhibit 10.4)
5. Non-Qualified Deferred Compensation Plan (figesdExhibit 10.5)
6. Executive Variable Incentive Compensation Pfdaed as Exhibit 10.6)
7. 2000 Employee Stock Purchase Plan (filed astixt0.7)

8. Amended and Restated Employment Agreement byatvweeen David R. Emery and Healthcare Realty Tinegirporated (filed as Exhibit
10.8)

9. Amended and Restated Employment Agreement byatvweeen Roger O. West and Healthcare Realty Tmastporated (filed as Exhibit
10.9)

10. Amended and Restated Employment Agreement @hpatween Timothy G. Wallace and Healthcare Réaligt Incorporated
(filed as Exhibit 10.10)

(b) Reports on Form 8-K

No reports on Form-K were filed during the last quarter of 1999.

(c) Exhibits

The response to this portion of ltem 14 is submiitie a separate section of this report. See Itda)(B3.
(d) Financial Statement Schedules

The response to this portion of ltem 14 is submiitie a separate section of this report. See Itda)(23.

39



SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the Comggaas duly caused this Report to be
signed on its behalf by the undersigned, theredatp authorized, in the City of Nashville, StateTannessee, on March 14, 2000.

HEALTHCARE REALTY TRUST INCORPORATED

By: /s/ David R Enery

David R Enery
Chai rman, President and
Chi ef Executive O ficer

Pursuant to the requirements of the Securities &xgh Act of 1934, this Report has been signed dyaltowing persons on behalf of the
Company and in the capacities and on the datedtetic

Signature Title Date
/s/ David R. Emery Chairma n, President and March 14, 2000
Chief Execut ive Officer (Principal

David R. Emery Exec utive Officer)

/sl Timothy G. Wallace Executi ve Vice President March 14, 2000
and Chief Financial Officer

Timothy G. Wallace (Principal Financial Officer)

Isl Fredrick M. Langreck Senior Vice President March 14, 2000

a nd Treasurer

Fredrick M. Langreck

/sl Scott W. Holmes Senior Vice President - March 14, 2000
Finan cial Reporting

Scott W. Holmes

Isl Errol L. Biggs, Ph.D. Director March 14, 2000

Errol L. Biggs, Ph.D.

/sl Thompson S. Dent Director March 14, 2000

Thompson S. Dent
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/sl Charles Raymond Fernandez, M.D.

Charles Raymond Fernandez, M.D.

/sl Batey M. Gresham, Jr.

Batey M. Gresham, Jr.

/sl Marliese E. Mooney

Marliese E. Mooney

/sl Edwin B. Morris, 11l

Edwin B. Morris, IlI

/sl John Knox Singleton

John Knox Singleton
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SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS AT DECEMBER 31, 1999
(DOLLARS IN THOUSANDS)

ADDITIONS
Balance a t Chargedto Chargedto Assumed from
Beginning costsand  other Capstone Balance at
Description of Period expenses accounts Capital Corp. Ded uctions(1) End of Period
1999
Mortgage notes receivable allowance $3,000 $-- $ - $ - $ 717 $2,283
Accounts receivable allowance 419 576 - - - 995
3,419 576 - - 717 3,278
1998
Mortgage notes receivable allowance - - - 3,000 - 3,000
Accounts receivable allowance 15 73 - 346 15 419
15 73 - 3,346 15 3,419
1997
Mortgage notes receivable allowance - - - - - -
Accounts receivable allowance 20 15 - - 20 15
$ 20 $15  $ - $ -

(1) Write-off or collection of the related receivataccounts.
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SCHEDULE Ill - REAL ESTATE AND ACCUMULATED DEPRECIA TION AT DECEMBER 31, 1999

Initial
Facility Type State Investment

Ancillary Hospital Facilities

AL 1,194,515
AL 1,018,666
AL 2,710,081
AL 60,030
AL 109,811
AL 120,060
AZ 308,070
CA 1,337,483
CA 2,218,847
CA 2,059,953
CA 3,149,515
CA 3,160,865
CA 0
CA 3,190,439
CA 1,720,127
CA 1,522,222
FL 0
FL 45,216
FL 0
FL 0
FL 0
FL 0
FL 2,201,396
FL 1,071,287
FL 0
FL 0
FL 532,112
FL 2,026,672
GA 696,248
GA 1,268,962
KS 0
NV 0
NV 2,127,851
PA 282,295
PA 330,877
TN 0
TN 3,212,188
TN 395,056
TN 1,733,202
X 125,471
TX 2,349,321
TX 999,193
TX 682,867
TX 3,833,077
TX 124,000
TX 0
Total
Facility Type State Assets

Ancillary Hospital Facilities

4,697,
6,899,
14,091,
8,507,
2,353,
6,416,
5,273,
4,792,
5,749,
5,287,
9,324,
9,189,
15,698,
16,068,
7,538,
5,327,
5,292,
4,981,
4,995,
20,063,
8,467,
1,620,
3,302,
19,453,
5,625,
4,015,
11,215,
7,756,

Land Buildings, Improvemen
Costs Costs
Capitalized Capitali
Subsequent to Initial  Subsequen
Acquisition Total Investment  Acquisit

136,087 1,330,602  3,366,4

57

112,325 1,130,991 5,768,245
151,076 2,861,157 11,230,044
83,455 143,485 8,363,679
29,650 139,461 2,213,657
65,885 185,945 6,230,725
0 308,070 4,965,923
0 1,337,483 3,122,980 332,3
0 2,218,847 3,319,804 210,6
0 2,059,953 3,068,881 158,6
0 3,149,515 5,666,654 505,5
0 3,160,865 5,859,967 165,8
0 0 15,342,398 355,0
16,030 3,206,469 12,861,998
0 1,720,127 5,797,840
0 1,522,222 3,787,288
0 0 5,072,041 220,3
0 45,216 4,936,632
0 0 4,843,314 151,9
0 0 19,928,451 129,0
0 0 8,042,864 424,7
0 0 1,620,558
110,437 2,311,833 991,108
50,061 1,121,348 18,332,287
4,470 4,470 4,278,351 1,227,3
0 0 3,830,316 185,0
0 532,112 10,677,707 5,4
0 2,026,672 5,729,728
0 696,248 4,834,104 819,7
0 1,268,962 8,604,603 1,182,1
0 0 10,460,566 142,9
0 0 41,736,845 1,021,5
165,073 2,292,924 4,588,570
0 282,295 983,957
0 330,877 4,444,707
0 0 209,369
24,550 3,236,738 6,117,271
0 395,056 2,643,834 100,0
576 1,733,778 8,968,458 6,0
0 125471 1,767,800
0 2,349,321 6,882,712 30,6
0 999,193 17,445,918
0 682,867 4,569,953
0 3,833,077 10,295,139
0 124,000 3,112,289
0 0 10,613,689 47,8
(1)
Accum. Date Da

Depreciation Encumbrances Acquired Const

059 132,541
236 219,383
201 422,792
164 313,022
118 83,332

670 233,430
993 1,031,343
781 398,620
332 451511
476 416,674
345 778,219
080 796,813
415 982,050
467 523,702
204 1,222,912
777 803,523
400 713,661
848 648,748
230 627,575

164 735,102 8,642,547

651 1,081,894

558 199,107
941 43,517

635 677,628
863 710,221
316 327,355
993 1,563,151
400 211,642

1993
1994
1994
1994

1994

1995
1998

1998
1994
1998

1995
1998

199

1961, 1

1998

197
1973,

ts, and CIP

zed

tto Personal
ion  Total Property

ted

3,366,457
5,768,245
11,230,044
8,363,679
2,213,657
6,230,725
4,965,923
3,455,297
3,530,484
3,227,523
6,172,242
6,025,832
15,697,473
12,861,998
5,797,840
3,787,288
5,292,400
4,936,632
4,995,230
20,057,538
8,467,651
1,620,558
991,108
18,332,287
5,505,737
4,015,316
10,683,162
5,729,728
5,653,892
9,786,754
10,603,527
42,758,366
4,588,570
983,957
4,444,707
209,369
6,117,271
2,743,834
8,974,458
1,767,800
6,913,336
17,445,918
4,569,953
10,295,139
3,112,289
10,661,491

ructed

968,

1994
1994
1994
1995
1994
1977

1984-85

0, 1980
1989-1990

1994
1994
1984
1994

5,397
12,547
0
39,968
0
173,532
0
37,997



GA
GA
KS
NV
NV
PA
PA
TN
TN
TN
TN

6,388,
11,069,
10,612,
42,758,
6,881,
1,266,
4,775,
209,
9,354,
3,138,
10,713,
1,905,

833,878
1,323,658
810,011
1,561,274
179,347

0
124,757
0
207,224
392,540
330,296
378,795
255,603
3,660,355
659,148
2,299,263
422,287
398,130

1993
1994
1995

22,612,354 1998

1998
1999  unde
1998
1999  unde
1997
1994

4,398,886 1998
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SCHEDULE Ill - REAL ESTATE AND ACCUMULATED DEPRECIA TION AT DECEMBER 31, 1999

Initial
Facility Type State Investment
X 159,384
X 497,982
X 0
X 217,941
VA 0
VA 874,497
VA 1,912,645
VA 0
VA 7,507,301
VA 330,953
VA 1,366,860
VA 1,455,813
VA 38,604
wy 0
Ancillary Hospital Facilities 62,279,955
Assisted Living Facilities
CT 441,212
FL 281,064
FL 0
FL 890,000
GA 0
MO 53,578
MO 12,893
MO 85,955
MO 53,279
NC 368,835
NJ 931,764
NJ 877,175
OH 173,615
PA 98,260
PA 288,029
PA 66,577
PA 48,398
PA 471,207
PA 467,244
PA 50,759
SC 106,050
X 0
X 0
X 0
X 0
X 0
X 0
X 0
X 0
VA 375,509
Total
Facility Type State Assets
X 842,
X 3,107,
X 3,194,
X 1,737,
VA 3,771,
VA 4,593,
VA 8,773,
VA 5,855,
VA 14,683,
VA 3,082,
VA 9,551,
VA 27,608,
VA 1,433,
wy 879,
Ancillary Hospital Facilities 483,433,
Assisted Living Facilities
CT 11,924,
FL 1,764,
FL 8,791,
FL 9,572,
GA 5,894,
MO 1,528,
MO 1,528,
MO 1,528,
MO 1,528,
NC 3,669,
NJ 8,719,
NJ 8,982,

Land Buildings, Improvemen
Costs Costs
Capitalized Capitali

Subsequent to
Acquisition Total

Initial  Subsequ
Investment  Acqu

291,752 7,799,053
50,705 381,658
0 1,366,860
3,136 1,458,949

0
0
0
0
0
0
0
0

0
0

159,384
497,982
0
217,941
0
874,497

1,912,645

0

38,604
0

598,293 84,4

en
isit

2,040,742 568,6

3,194,800
1,507,164
3,771,668
3,718,966
6,860,932
4,729,002 1,126,7
6,884,335
2,701,319
8,179,867
26,061,170
1,394,974
879,544

1,295,268 63,575,223 410,052,457

0 441,212 11,483,429
0 281,064 1,482,936
0 0 8,791,535
0 890,000 8,682,814
0 0 5,894,100
0 53,578 1,474,983
0 12,893 1,515,669
0 85,955 1,442,607
0 53,279 1,475,283
0 368,835 3,300,768
0 931,764 7,787,833
0 877,175 8,105,687
0 173,615 4,164,250
0 98,260 4,019,144
0 288,029 3,812,847
0 66,577 3,819,456
0 48,398 2,650,107
0 471,207 7,774,511
0 467,244 4,076,913
0 50,759 2,755,173
0 106,050 2,898,714
0 0 9,941,467
0 0 10,318,933
0 0 10,840,056
0 0 10,629,211 826,4
0 0 7,525,955
0 0 5,842,697
0 0 6,912,461
0 0 7,986,831
0 375509 5,554,572
(1)
Accum. Date Da
Depreciation Encumbrances Acquired Const
093 48,678 1996
422 188,840 1996
800 118,482 1996
128 244,645 1998
668 956,984 1994 19
463 91,385 1994
577 1,685,288 1994 199
716 82,561 1994 199
388 274,990 1998
977 100,066 1998
370 86,727 1999 197
960 2,142,558 1996
579 113,267 1996
544 0 1999 un
216 36,320,505 35,653,787
642 340,605 1998
000 54,908 1998
535 0 1998  unde
814 23,094 1998
100 218,588 1998
561 54,613 1998
562 56,120 1998
562 53,415 1998 19
562 54,625 1998
603 139,638 1998
597 218,108 1998
861 258,584 1998

9,202,8

ts, and CIP

tto Personal
ion  Total Property

8,179,867 4,642

26,061,170
1,394,974 0

879,544 0

0 11,483,429 0
0 1,482,936 0
0 8,791,535 0
0 8,682,814 0
0 5,894,100 0
0 1,474,983 0
0 1,515,669 0
0 1,442,607 0
0 1,475,283 0
0 3,300,768 0
0 7,787,833 0
0 8,105,687 0
0 4,164,250 0
0 4,019,144 0
0 3,812,847 0
0 3,819,456 0
0 2,650,107 0
0 7,774,511 0
0 4,076,913 0
0 2,755,173 0
0 2,898,714 0
0 9,941,467 0
0 10,318,933 0
0 10,840,056 0

91 11,455,702 0
0 7,525,955 0
0 5,842,697 0
0 6,912,461 0
0 7,986,831 0
0 5,554,572 0

ted

ructed

1990

1990

1984

1988

72-80

1994

3,1994

3,1994

1977

1992

5,1984

1981

1994

der const.(3)

1999
1976
r const.(3)
1999
1997
1996
1996
93-94
1995
1999
1999
1999



154,188
148,815
141,176
141,421

98,124
208,761
150,954
102,014
107,329
368,688
382,686
402,013
402,593
278,660
216,335
255,944
295,725
204,872
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199
198

199

1998
1996
2,1994
9, 1993
1990
1999
1998
1993
3, 1995
1986
1997



SCHEDULE Ill - REAL ESTATE AND ACCUMULATED DEPRECIA TION AT DECEMBER 31, 1999

Initial
Facility Type State Investment

VA 234,122
VA 279,751

Ambulatory Surgery Centers
CA 209,246
FL 2,200,000
GA 0
IL 223,490
MO 1,685,945
NV 940,000
TX 509,891

5,768,572

Comprehensive Ambulatory Care Centers

AZ 2,094,965
CA 3,375,281
FL 0

FL 976,145
FL 584,544
FL 0

FL 0

FL(2) 1,032,261
MO 1,471,792
MO 1,676,402

TN 0
> 601,475
TX 1,041,298

Comprehensive Ambulatory
Care Centers 12,854,163

Inpatient Rehabilitation Facilities

AL 0
FL 0
PA 0
PA 1,330,054
PA 982,859
PA 1,191,530
PA 1,213,750
PA 0
TX 1,116,455
Inpatient Rehabilitation
Facilities 5,834,648
Total
Facility Type State Assets

VA 5,228,51
VA 5,576,33

190,733,68

Ambulatory Surgery Centers
CA 1,046,22

FL 6,144,03
GA 1,560,65
IL 1,453,44
MO 5,307,12
NV 3,800,57
X 2,039,56

21,351,62

Comprehensive Ambulatory Care Centers

Land Buildings, Improvemen
Costs Costs
Capitalized Capitali
Subsequent to Initial  Subsequen
Acquisition Total Investment  Acquisit

0 234,122 4,994,395
0 279,751 5,296,586

0 6,655,276 183,251,

0 209,246 828,61
0 2,200,000 3,944,0

65,091 65,091 1,495,
60,062 283,552 1,169

0 1,685945 3,621,1

0 940,000 2,860,571
0 509,891 1,514,376

125,153 5,893,725

15,434,237

2,094,965 8,391,0

3,375,281 25,329,559

0 3,187,566

584,544 3,287,925

0 11,179,400
0 5,794,753

0
0
0
0 976,145 2,223,665
0
0
0
0

1,032,261 10,953,616

o

1,471,792 7,975,4

577,655 2,254,057 9,72

0 0 3,126,397
0 601,475 11,169,1
0 1,041,298 8,518,5

577,655 13,431,818 110,865,645

0 17,721,800
0 11,703,036
0 20,891,771

982,859  13,408,5

0 17,835,429

[eNeoleloloNoNoNoNe]

1,330,054 18,565,466

1,191,530 18,424,957
1,213,750 18,402,824

1,116,455 11,799,746

0 5,834,648 148,753,

(1)

Accum. Date

923 826,4
3
37
568
,895
77
32 19
42,2
2,6
6,9
20
8,650
34 213,2
28 106,9
374,0
81
610
Date

N~

WRENNO~N©

185,259 1998
195,780 1998
5,913,635 0
179,862 1993
8,419 1999
59,197 1998
46,941 1998
132,324 1998
400,352 1994
328,717 1993
1,155,812 0

19
19

Depreciation Encumbrances Acquired Constru

ts, and CIP

tto Personal
ion  Total Property

4,994,395 0
5,296,586 0

91 184,078,414 0

0 828,613 8,370
0 3,944,037 0

0 1,495,568 0

0 1,169,895 0

0 3,621,177 0

0 2,860,571 0

0 1514376 15,297

94 8,393,026 4,418
69 25,371,827 0

0 3,187,566 0
0 2,223,665 0
0 3,287,925 0
27 11,182,027 0
88 5,801,741

0
0 10,953,616 0
0 7,975420 2,473
0 9,728,650 0
0 3,126,397 0
06 11,382,339 69,408
43 8,625,471 0

0 17,721,800
0 11,703,036
0 20,891,771
0 18,565,466
0 13,408,581
0 18,424,957
0 18,402,824
0 17,835,429
0 11,799,746

[eNeoNoNoNoNoNoNoNa]



AZ
CA
FL
FL
FL
FL
FL
FL(2)
MO
MO

>
>

10,492,40
28,747,10
3,187,56
3,199,81
3,872,46
11,182,02
5,801,74
11,985,87
9,449,68
11,982,70
3,126,39
12,053,22
9,666,76

Comprehensive Ambulatory

Care Centers

124,747,78

Inpatient Rehabilitation Facilities

Inpatient Rehabilitation

Facilities

17,721,80
11,703,03
20,891,77
19,895,52
14,391,44
19,616,48
19,616,57
17,835,42
12,916,20

148,833
905,550
134,289
117,361
129,739
411,299
213,216
430,824
172,543
395,657
123,325
2,396,647
954,929

ONNNUONRFE NOOO D

0 562,697
6 371,590
1 771,690
0 685,762
0 495,280
7 584,669
4 583,957
9 658,796
1 435,850

4,648,093
3,268,190

1998
1998
1998
1998
1998
1998
1998
1996
1998
1998
1998
1993
1994

19
19
19
19
19

1995
19
19
19

19
19

19
19



SCHEDULE Ill - REAL ESTATE AND ACCUMULATED DEPRECIA TION AT DECEMBER 31, 1999

Initial
Facility Type State Investment
Physician Clinics
AL 636,763
AL 1,664,923
CA 0
FL 0
FL 468,544
FL 963,285
FL 132,499
FL 856,732
FL 1,047,865
FL 4,713,071
FL 948,912
FL 2,183,572
FL 906,829
GA 422,156
GA 586,435
IL 207,491
MA 1,148,714
MA 1,147,752
MA 478,135
MA 38,341
MA 1,471,333
MO 0
MO 1,030,216
TN 499,993
TN 773,898
TN 468,627
TN 460,988
TN 596,917
TX 5,134,313
X 661,287
VA 92,159
VA 150,526
VA 33,280
VA 182,522
VA 78,437
VA 83,967
Physician Clinics 30,270,482
Skilled Nursing Facilities
AZ 266,596
CA 1,361,951
CO 1,651,477
Total
Facility Type State  Assets
Physician Clinics
AL 2,639,646
AL 8,368,389
CA 8,055,943
FL 1,556,229
FL 3,604,186
FL 6,745,314
FL 856,377
FL 2,199,246
FL 3,893,612
FL 13,509,657
FL 8,332,183
FL 10,305,181
FL 5,213,956
GA 2,624,880
GA 2,673,880
IL 11,680,200
MA 7,634,926
MA 3,963,588
MA 7,414,137
MA 2,564,171
MA 9,209,268
MO 4,032,033
MO 5,333,435
TN 2,554,651
TN 2,186,828
TN 2,057,416
TN 1,889,836
TN 1,981,966
TX 16,938,177
X 4,458,322
VA 350,203

Land Buildings, Improvemen
Costs Costs
Capitalized Capitali

Subsequent to
Acquisition Total

Initial  Subsequen
Investment  Acquisit

0 636,763 2,002,883
126,257 1,791,180 6,577,209
0 0 8,055,943
0 0 1,556,229
0 468,544 3,135,642
0 963,285 5,782,029
39,058 171,557 684,820
0 856,732 1,342,514
0 1,047,865 2,845,747
0 4,713,071 8,796,586
0 948,912 7,383,271
0 2,183,572 8,070,829
0 906,829 3,589,796 717,3
0 422,156 2,202,724
0 586,435 2,087,444
0 207,491 11,472,709
0 1,148,714 6,486,212
0 1,147,752 2,815,836
0 478,135 6,936,002
0 38,341 2,525,830
0 1,471,333 7,737,935
0 0 4,032,033
0 1,030,216 4,273,487 28,7
141,807 641,800 1,912,851
0 773,898 1,394,700 18,2
0 468,627 1,540,396 48,3
0 460,988 1,409,173 19,6
0 596,917 1,311,313 73,7
0 5,134,313 11,803,864
0 661,287 3,776,918
0 92,159 258,044
0 150,526 524,280
0 33,280 148,990
0 182,522 969,461 211,0
0 78,437 259,478
0 83,967 817,140

307,122 30,577,604 136,520,318 1,117,0

0 266,596
0 1,361,951
0 1,651,477

(1)

Accum.

Depreciation Encumbrances Acquired Construc

2,521,319
11,325,745
4,579,039

Date

85,7

Dated

73,982
250,970
320,219

57,483
452,270

256,199
93,298
285,820
149,531
158,608
79,711
65,078
72,900
65,928
63,107
434,255
803,087
20,952

1998
1998
1998

1996

199
199
199

ts, and CIP

tto Personal
ion  Total Property

0 2,002,883
0 6,577,209
0 8,055,943
0 1,556,229
0 3,135,642
0 5,782,029
0 684,820
0 1,342,514
0 2,845,747
0 8,796,586
0 7,383,271
0 8,070,829
32 4,307,127
0 2,202,724
0 2,087,444
0 11,472,709
0 6,486,212
0
0
0
0
0
35
0
30
93
74
35
0

Noooo®Poooooo

ol
o
o)
ey

2,815,836
6,936,002
2,525,830
7,737,935
4,032,033
4,302,222
1,912,851
1,412,930
1,588,790
1,428,848
1,385,049
11,803,864
3,776,918

0 258,044

0 524,280

0 148,990
00 1,180,461
259,478 0
817,140 0

©
ooooc,ogooooooc,ooc,

N
o

cooi.
=
2

o

2,607,065 0
11,325,747 0
4,579,039 0

4, 1989
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Physician Clinics

Skilled Nursing Facilities

AZ
CA
CcO

674,806
182,269
1,362,983
337,915
901,107

2,873,661
12,687,698
6,230,515

42,570
12,097
81,422
21,069
66,349

188,669
1,560,975
631,106

46

1996
1996
1996
1996
1996

199
197
190
198
199

197

199
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SCHEDULE Ill - REAL ESTATE AND ACCUMULATED DEPRECIA TION AT DECEMBER 31, 1999

Initial
Facility Type State Investment

coO 901,650
co 332,149
FL 1,349,775
IN 96,059
KS 1,013,423
MI 40,463
MI 6,984
MI 62,326
MI 52,468
MI 30,855
NC 417,527
OK 120,000
PA 27,150
PA 146,314
PA 266,993
TN 82,945
TN 145,402
X 605,036
TX 1,190,364
VA 261,490
VA 487,092
VA 94,135
VA 82,244
VA 134,817

Other
AL 180,633
AR 478,532
AZ 582,249
FL 0
FL 833,869
Ml 4,404,681
MO 1,810,263
MS 537,660
PA 0
X 356,212
X 992,738
X 166,123
VA 43,126
VA 64,347
VA 1,066,739
VA 752,629
VA 0
VA 392,402
Other 12,662,203
Total Real Estate 147,552,984
Corporate Property 0
Total Property 147,552,984
Total
Facility Type State  Assets

CO 12,417,625
CO 7,759,595
FL 10,205,696

IN 3,640,140
KS 7,592,661
Ml 3,540,494
Ml 3,284,185
Ml 3,143,156
Ml 1,049,352
Ml 1,697,047
NC 6,175,865
OK 606,100
PA 2,936,955
PA 5,011,011
PA 12,669,190
TN 5,046,153
TN 3,289,203
TX 9,445,015
TX 10,020,503
VA 6,952,798
VA 3,458,764
VA 4,733,910

Land Buildings, Improvemen
Costs Costs
Capitalized Capitali
Subsequent to Initial  Subsequen
Acquisition Total Investment  Acquisit

0 901,650 11,411,187 104,7
0 332,149 7,389,813 37,6

0 1,349,775 8,855,920

0 96,059 3,511,749

0 1,013,423 6,477,785 101,4
0 40,463 3,467,687

0 6,984 3,241,786

0 62,326 1,187,348 1,844,6
0 52,468 963,336

0 30,855 1,633,306

0 417,527 5,758,338

0 120,000 486,100

0 27,150 2,909,805

0 146,314 4,864,697

8 305,812 12,363,378

0 82,945 4,963,209

0 145,402 3,143,801

0 605036 8,772,078 67,9

0 1,190,364 8,738,144 91,9
0 261,490 6,691,308

0 487,092 2,971,672

0 94,135 4,639,775

0 82,244 3,125,431

0 134,817 5,161,220

w
o
=
©

38,819 11,266,504 141,154,976 2,334,2

0 180,633 8,601,151
169,031 647,563 2,341,333
0 582,249 2,951,291
0 0 1,417,039
77,117 910,986 2,425,921
0 4,404,681 9,153,477
229,955 2,040,218 8,856,615
0 537,660 3,723,087
0 0 3,355,172
150,063 506,275 5,385,641
2,318 995,056 6,865,237 299,4
0 166,123 1,810,249
0 43,126 839,285
0 64,347 867,590
0 1,066,739 5,665,960 150,2
0 752,629 4,367,295 15
65,319 65,319 2,053,914
0 392,402 12,368,309

693,803 13,356,006 83,048,566 451,2

3,037,820 150,590,804 1,229,081,732 14,305,8

0 0 2,165

3,037,820 150,590,804 1,229,083,897 14,305,8

(1)
Accum. Date Dated
Depreciation Encumbrances Acquired Construct

528,149 1997 1998
502,462 1996 1998
765,489 1995 1996
759,358 1993 1987
508,035 1996 1997
750,228 1993 1968
706,155 1993 1971,19
449,229 1993 1968
231,223 1993 1967
369,752 1993 1964,19
213,211 (4) 1998 1991
5,079 1999 1974

107,740 1998 1992
180,123 1998 1995
460,204 1998 1976
328,760 1997 1981
208,243 1997 1991
705,131 1995 1996
635,042 1995 1997
247,756 16,204,372(4) 1998 1971, 1
110,031 (4) 1998 1966

171,795 (4) 1998 1991

ts, al

nd CIP

Personal
Total  Property

11,515,975 0
7,427,446 0
8,855,920 0
3,511,749 32,332
6,579,238 0
3,467,687 32,345
3,241,786 35,415
3,032,039 48,791
963,336 33,548
1,633,306 32,886
5,758,338
486,100
2,909,805
4,864,697
12,363,378
4,963,209
3,143,801
8,839,979
8,830,139
6,691,308
2,971,672
4,639,775
3,125,431
5,161,220

s}
cooocogp00g00 0

8,601,151 8,028
2,341,333 0
2,951,291 0
1,417,039 0
2,425,921 0
9,153,477 0
8,856,615 0
3,723,087 29,6
3,355,172 0
5,385,641 0
7,164,640 441,689
1,810,249 0
839,285 43,611
867,590 83,179
5,816,198 2,420
4,368,870 0
2,053,914 0
12,368,309 0

ed

7

74

977

2,165 3,566,607

1,243,389,770 5,165,073



VA 3,207,675
VA 5,296,037

115,724 (@)
191,057 (@)

1998 1991
1998 1989

Other
AL 8,789,812 1,793,778 1993 1906,19 86
AR 2,988,896 97,066 1998 1991
AZ 3,533,540 95,742 1998 1999
FL 1,417,039 52,342 1998 1998
FL 3,336,907 94,315 1998 1960, 1 986
Ml 13,558,158 342,180 1998 1983
MO 10,896,833 342,839 1998 1966, 1 975
MS 4,290,408 618,210 1993 1986,19 91
PA 3,355,172 0 1999 under con st.(3)
TX 5,891,916 211,153 1998 1983
TX 8,601,385 1,454,091 1993 1993
TX 1,976,372 248,256 1994 1994
VA 926,023 214,805 1993 1988
VA 1,015,117 257,428 1993 1989
VA 6,885,358 465,412 1996 1995
VA 5,121,498 354,720 1996 1990
VA 2,119,233 79,863 1998 1993
VA 12,760,711 458,689 1998 late 1950 's, 1970
Other 97,464,378 7,180,889 0
Total Real Estate 1,395,576,875 82,276,602 59,774,442
Corporate Property 3,568,772 1,719,200 0
Total Property 1,399,145,647 83,995,802 59,774,442

(1) Depreciation is provided on buildings and impments over 31.5 or 39.0 years and personal gyopeer 3.0 to 7.0 years.

(2) Consists of three buildings, with one buildlmgjng an MOB that is under construction as of 1/231

(3) Development at 12/31/99.

(4) All 6 of the properties are encumbered by ometgage with a 12/31/99 balance of $16,204,372.

(5) Total assets at 12/31/99 have an estimateceggte total cost of $1,245,602,980.38 for Feda@dine Tax purposes.

(6) Reconciliation of Total Property and Accumuthfeepreciation for the twelve months ended DecerBthed 999, 1998 and 1997:
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SCHEDULE IIl - REAL ESTATE AND ACCUMULATED DEPRECIA TION AT DECEMBER 31, 1999

Year to Date Ending 12/31/99 Year to Date Ending 12/31/98  Year to Date Ending 12/31/97
Total Acc umulated Total Accumulated T otal  Accumulated
Property Dep reciation Property Depreciation  Pro perty  Depreciation
Beginning Balance 1,387,554,751 50 , 116,154 505,698,610 34,718,380 439 , 177,928 23,143,511
Retirements/dispositions:
Real Estate (46,839,974) (4 ,027,489) (11,410,200) (423,339) (71,148) (32,343)
Corporate Property 0 0 0 0 0
Additions during the period:
Real Estate 24,633,438 37 ,686,289 847,262,872 15,507,502 59 ,822,598 11,035,703
Corporate Property 286,651 220,848 119,603 313,611 1 467,143 571,509
Construction in Progress 33,510,781 0 45,883,866 0 5 ,302,089 0
Ending Balance 1,399,145,647 83 ,995,802 1,387,554,751 50,116,154 505 ,698,610 34,718,380
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SCHEDULE IV - MORTGAGE LOANS ON REAL ESTATE
AS OF DECEMBER 31, 1999
(dollars in thousands)

PERIODIC O RIGINAL
INTEREST MATURITY PAYMENT FACE CARRYING BALLOON
DESCRIPTION RATE DATE TERMS AMOUNT AMOUNT(9) PAYMENT

INDIVIDUAL MORTGAGES IN EXCESS OF 3% OF THE TOTAL C ARRYING AMOUNT:
CONSTRUCTION LOANS:
5 Years after
One assisted living facility located in Illino is 10.00%  Conversion (2) $7,620 $7,769 3)

PERMANENT LOANS:

Specialty hospital located in Arizona 9.31% 11/1/04 (1) 17,800 17,993 16,409(4)
Skilled nursing facility located in Maryland 10.15% 2/15/02 (1) 8,800 8,921 8,498(6)
Skilled nursing facility located in Michigan 11.14% 2/15/07 (1) 9,600 9,592 8,463(6)
Skilled nursing facility located in Tennessee 10.09% 10/27/13 (10) 12,380 12,781 12,380(5)
Ancillary hospital facility located in Florida 10.25% 10/5/10 (1) 9,400 9,563 8,006(7)
Acute care hospital located in California 11.99% 8/10/09 (1) 8,000 7,974 6,979(8)

OTHER MORTGAGES:

Twenty three skilled nursing facilities locate din the From From

states of Alabama, California, Florida, Mas sachusetts, 8.02% Nov-01

Maryland, Michigan, Ohio, Oklahoma, South C arolina, to to

Tennessee, and Virginia; with face amounts ranging 13.00% Aug-09 62,557

from $.350 to $6.3 million
Forty nine assisted living facilities located in the states of

Alabama, Arizona, California, Florida, Geor gia, lowa,

Indiana, Mississippi, Montana, North Caroli na, Nebraska, From From

New Mexico, Ohio, Oregon, Pennsylvania, Ten nessee, 8.23% Oct-01

Texas, and Washington; with face amounts to to

ranging from $ .350 to $6.8 million 13.00% Dec-09 94,259
One ancillary hospital facility located in Tex as with

an original face amount of $2.4 million 11.50% Feb-01 2,560
Three construction loans for assisted living f acilities Earlier of 11/00

located in California, Mississippi, and Wyo ming 10.00% or tenant lease 19,490

dates/5 Years
after conversion

TOTAL MORTGAGE NOTES RECEIVABLE $253,459

Notes:

(1) Paid in monthly installments of principal amderest. Principal payable in full at maturity da&enortized over 300 months.
(2) Interest only while in development. Then ideatito (1).

(3) No prepayment penalty. Balloon payment amosininideterminable until the final loan amount iswno

(4) No prepayment penalty until 4th year, then 384gity scaling down 1% annually.

(5) Prepayment penalty cannont be determined bedatisre interest rate fluctuations are based amréuConsumer Price Index.
(6) Yield Maintenance Amount is defined generalya of the Principal Amount Being Prepaid x [(Praséalue of the principal and Interest
payments remaining to maturity at a discount ra{@rincipal Amount outstanding at the time of mgment)].

(7) No prepayment until 5th anniversary, then 5%gbty scaling down 1% per year.

(8) No prepayment before December 2001, then 3%lpeunntil August 2002, then scales down 1% peryea

(9) Generally includes purchase accounting adjustmesulting from Capstone merger.

(10) Interest only until maturity. Then principalpayable in full.

Years Ended December 31,

1999 1998 1997
Balance at beginning of period $237617 $ 4,708 $ --
Additions during period:
New or acquired mortgages 0 221,929 0
Commitments assumed in the Capstone merger 16,734 0 0
Construction fundings 21,804 19,864 4,488
Other 407 121 220

Deductions during period:

Collections of principal (1,931) (164) 0

Cost of mortgages sold (20,249) (8,646) 0

Amortization of premium (923) (195) 0
(23,103) (9,005) 0

Balance at end of period $253,459 $237,617 $4,708
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EXHIBIT 10.3

HEALTHCARE REALTY TRUST
INCORPORATED

EXECUTIVE RETIREMENT PLAN
1. PURPOSE OF THE PLAN

The principal objective of this Executive RetirerhBfan is to ensure the payment of a competitivellef retirement income in order to
attract, retain, and motivate selected executiVhs.Plan is designed to provide a benefit whichenvhdded to other retirement income of the
executive, will meet the objective described abdaligibility for participation in the plan shall Henited to executives selected by the
Compensation Committee of the Board of DirectofisPlan will become effective on January 1, 1993.

2. DEFINITIONS

(A) "ACCRUED BENEFIT" means, as of any date, thetiegant's retirement benefit to begin at his NaliRetirement Date (as hereinafter
defined), determined pursuant to Section 4.2 aisédban his Final Average Earnings on the datelofitzdion and Service projected to
Normal Retirement Date multiplied by the ratio efys of Service as of calculation date over yeb8eovice projected to age €

(B) "BASIC PLAN" means the retirement plan, a defirbenefit and/or a defined contribution plan, cmgeessentially all employees of the
Company, including a Participant.

(C) "BASIC PLAN BENEFIT" means the amount of behgfayable from the Basic Plan to a Participanhanform of a straight life annuity.

If the Basic Plan includes a defined contributidenp the lump sum value will be converted to aigtrelife annuity based on actuarial factors
selected by the Committee. If the Basic Plan presiibr employee contributions or employer contiidng

[other than matching contributions, if any, withire contemplation of Section 401(m) of the IntefRal/enue Code] which are based upon an
employee's deferral of compensation, such as undash or deferred arrangement under Section 401tk Internal Revenue Code of 1¢
the Basic Plan Benefit shall not include benefitsolr are attributable to such contributions and @aings thereon.

(D) "COMMITTEE" means the Compensation Committe¢haf Board of Directors of the Company, which tteail of Directors has given
authority to administer this Plan.

(E) "COMPANY" means Healthcare Realty Trust Incogied, a Maryland corporation.

(F) "DISABILITY" means any termination from the Cgiainy's employment during the life of a Participamd prior to age 65 by reason of a
Participant's total and permanent disability, aemeined by the Committee, in its sole and absaligeretion. A Participant, who makes
application for and qualifies for disability bertsfunder the Company's disability plan or undersimjlar plan provided by the Company, as
now in effect or as hereinafter amended (the "LT&nB"), shall qualify for Disability under this Plaunless the Committee determines that
the Participant is not totally and permanently disd. A Participant who fails to qualify for disétyi benefits under the LTD Plans (whether
or not the Participant makes application for distibenefits thereunder) shall not be deemed ttobaly and permanently disabled under
Plan, unless the Committee otherwise determinegdapon the opinion of a qualified physician odioal clinic selected by the Committee
to the effect that a condition of total and pernrartisability exists.

(G) "EARNINGS" means total annual cash compensatiaiuding base salary, annual incentives awamdd,deferred compensation.
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(H) "FINAL AVERAGE EARNINGS" means the average betthree (3)
highest, not necessarily consecutive, years' Egsnin
(H "OTHER RETIREMENT INCOME" means the Basic PIBanefit payable to a Participant from the BasimRlad Social Security.

(J) "PARTICIPANT" means an employee of the Compdegignated as a Participant by the Committee. Api@yee shall become a
Participant in the Plan as of the date he or shaigidually selected by, and specifically namadhe resolutions of, the Committee to be
included in the Plan.

(K) "PLAN" means the Company's Executive Retirenfeian.

(L) "RETIREMENT" means the termination of a Papi@nt's employment with the Company on one of tlieeraent dates specified in
Section 3.1.

(M) "SERVICE" means a Participant's total yeargmiployment with the Company from date of hire ttedz termination of employment.

(N) "SOCIAL SECURITY BENEFIT" means the annual Pairm Insurance Amount estimated by the Committdeetpayable to the
Participant at age 65 under the Federal Socialr®g@vct, provided, however, that:

(i) the Social Security Benefit for a Participarttawdies, retires or terminates employment befoeegwill be calculated assuming:
(A) the Participant will not receive any future vesghat would be treated as wages for purposdedfeéderal Social Security Act; and

(B) the Participant will elect to begin receiving IBocial Security Benefit as of the earliest dgmtallowable under the Act or, if later, at
actual date of Retirement.

(i) the Social Security Benefit for a Participarito retires on a Disability Retirement date willd@culated assuming that the Participant's
disability would make him eligible for Social Seityrdisability benefits.

(iii) once calculated, the Social Security Benefill be frozen as of the date the Participant diesires, or terminates employment, whichever
is applicable.

(O) "SURVIVING SPOUSE" means the spouse of a Fpditt who is legally married to the Participanttba Participant's termination or
death.

Where appearing in the Plan, the masculine genididbevdeemed to include the feminine gender, dagdsingular may include the plural,
unless the context clearly indicates the contrary.

3. ELIGIBILITY FOR BENEFITS
3.1 Each Patrticipant is eligible to retire and reee benefit under this Plan beginning on onéneffollowing dates:

(A) "NORMAL RETIREMENT DATE," which is the first daof the month following the month in which the f@pant reaches age 65 and
has completed five (5) years of Service.

(B) "EARLY RETIREMENT DATE," which is the first dapf any month following the month in which the Ragant reaches age 55 and has
completed five (5) years of Service.



(C) "POSTPONED RETIREMENT DATE," which is the firday of the month following the Participant's NotRatirement Date in which
the Participant terminates employment with the Canyp

3.2 No benefits are payable hereunder unless thieipant retires on an Early Retirement, NormatifRenent or Postponed Retirement Date.
Notwithstanding the prior sentence, in the eveRadicipant has entered into an employment agreewigmthe Company which provides f
vesting of his/her Accrued Benefit hereunder, whets a result of a termination other than for eaarsotherwise, any benefit paid with such
agreement shall be funded and paid through this. Pla

3.3 If any Participant entitled to a benefit unttés Plan is (i) discharged for cause after attajriis Early, Normal or Postponed Retirement
Date, or

(i) enters into competition with the Company, oteirferes with the relations between the Compaiyagny person, firm or entity with whom
the Company does business, or (iii) by reason didfgant's material, substantial and willful distesty towards, fraud upon, or deliberate
injury or attempted injury has caused materialipjo Corporation, the rights of such Participanatbenefit under this Plan, including the
rights of a Surviving Spouse to a benefit, willfbefeited, unless the Committee determines thal swtivity is not detrimental to the best
interests of the Company. However, if the individeeases such activity and notifies the Committiehis action, then the Participant's right
to receive a benefit, and any right of a Survivmpuse to a benefit, may be restored within si&@) (lays of said notification, unless the
Committee at its sole discretion determines thaifpitior activity has caused serious injury to tleen@any, which determination will be final
and conclusive. Notwithstanding any provision heteithe contrary, item (ii) above shall not apiplyhe event of a Termination Upon a
Change in Control.

4. AMOUNT AND FORM OF RETIREMENT BENEFIT

4.1 The annual retirement benefit payable to aiddaant for his life time at a Normal RetirementtBander the Plan shall be equal to sixty
percent (60%) of Final Average Earnings plus siccest (6%) of Final Average Earnings times yearSaivice after age 60 to a maximum of
five (5) years, less one hundred percent (1009)@fther Retirement Income of Participant.

4.2 The annual benefit payable to a Participanhielifetime at an Early Retirement Date shalklo@al to the benefit determined in Section
4.1 multiplied by the following factors accordirmgthe service of the Participant on Early Retirenizate and the age of the Participant or
date the benefit begins:

Service Reduction Factor Age Reduction Factor
Completed Years of Service and Under Age When Benefit
Age 60 Factor Begins Factor*
4 0% 60 75%
5 50 61 80
6 60 62 85
7 70 63 90
8 80 64 95
9 90 65 100
10 or more 100

*.417% for each month between whole ages.



Completed Years of Service and

Age 60 and Over F actor
4 0%
5 or more 100

4.3 The annual benefit payable to a Participanhietifetime at a Postponed Retirement Date dmkqual to the benefit determined in
accordance with
Section 4.1 based on Service and Final Averageifigsras of the Participant's Retirement Date.

4.4 The benefit determined under this Plan wilphgable in any form approved by the Committee dected by the Participant.
5. PAYMENT OF RETIREMENT BENEFITS

5.1 Benefits payable in accordance with Sectiorildbegin on the Participant's date of Retirememtimthe case of Early Retirement, on the
first day of any month following the ParticiparEarly Retirement Date but not later than his NorRedirement Date, as the Participant may
elect. Benefits will continue to be paid on theffiday of each succeeding month. The last paymiéirtevon the first day of the month in
which the retired Participant dies, unless othesveiected in accordance with Section 4.4.

5.2 Any Participant who is under Disability upomching his Normal Retirement Date will be paideiirement benefit under Section 4.1.
Upon a Participant's Disability while an employéeh® Company, the Participant will continue toraecyears of service during his Disabi
until the earliest of (a) his recovery from Disdlil (b) his 65th birthday or (c) his death. Foe fhurpose of determining the Participant's
benefit hereunder, the Participant's Final Avefagmings shall be determined on the basis of hisifgs up to the date of Disability.

5.3 Any Participant who is entitled, in accordaméth an employment agreement with the Company tdinaed accruals with respect to this
Plan, shall be paid such benefit from this Plaretivar or not through any trust associated with Piés.

6. DEATH BENEFITS PAYABLE

6.1 If a Participant should die after Retiremerd after the commencement of payment of his benéfiesSurviving Spouse will receive an

annual benefit equal to fifty percent (50%) of #mount of the Participant's retirement benefit heileed in accordance with Section 4. If a
Participant should die after Retirement but befmmmencement of payment of his benefits, the Rpatit's Surviving Spouse shall receive
the amount of the Participant's retirement berefif Participant had retired on the day beforedeiath.

6.2 A Surviving Spouse's benefits will be payablenthly, and will begin on the first day of the miaribllowing the month in which the
Participant dies. The last payment will be on i flay of the month in which the Surviving Spodses.

6.3 If a Participant should die after Retirement] & survived by dependent children each childiieieive a benefit equal to $1,500 per
month until the later of the first day of the momthwhich the dependent child reaches age 18, ®2&gf a full-time student or dies if
physically or mentally handicapped as determinetheyCommittee.

6.4 No benefits are payable to any person or psrgothe event a Participant should die beforerBetent.
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7. MISCELLANEOUS

7.1 The Committee may, at its sole discretion, teate, suspend, or amend this Plan at any timeoar fime to time, in whole or in part.
However, no amendment or suspension of the Pldrafféict a Participant's right to receive an AcarBenefit, or a retired Participant's or
Surviving Spouse's right to continue to receiveadiit in accordance with this Plan.

7.2 Nothing contained herein will confer upon arytiipant the right to be retained in the sendgtéhe Company, nor will it interfere with
the Company's right to discharge or otherwise dgthl Participants without regard to the existentthe Plan.

7.3 This Plan is unfunded, and the Company will mBlan benefit payments solely on a current digmesnt basis. The Company may
establish such grantor trust(s) or other assef(gpas it deems necessary or appropriate to prdeiddie payment of benefits hereunder.

7.4 To the maximum extent permitted by law, no fiemeder this Plan shall be assignable or subjeany manner to alienation, sale,
transfer, claims of creditors, pledge, attachmengncumbrances of any kind.

7.5 The Committee may adopt rules and regulatio@ssist it in administering the Plan.

7.6 Each Participant shall receive a copy of thés Pand the Committee will make available for ieson by any Participant a copy of the
rules and regulations used by the Committee in aidteiring the Plan.

7.7 This Plan is established under and will be traesl according to the Employee Retirement IncoemuBty Act of 1974.
8. MINIMUM BENEFIT IN CERTAIN CASES

The provisions of this Section 8 apply only in tiase of a Participant who has entered into an Empat Agreement with the Company
which provides for accelerated vesting in the ewdnteath, disability, termination other than fause or a change in control. The provisions
of this Section 8 apply notwithstanding Section & any other provision of this Plan. In the evemarticipant's employment with the
Company is terminated by reason of death, disgptérmination other than for cause or a changmintrol, each as contemplated by the
Employment Agreement between such individual aedGbmpany, then the benefit payable to or withees such Participant shall be the
greater of the benefit otherwise determined in edarace with the provision of the Plan or the sirglen benefit equal to the present value of
the then-Accrued Benefit, determined by reducinthsadjusted accrued benefit from age sixty-five) (63he date as of which payment is
made, using the actuarial assumptions which haga beed for financial accounting purposes undeeigdiy accepted accounting principles.
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EXHIBIT 10.5
HEALTHCARE REALTY TRUST
NON-QUALIFIED DEFERRED COMPENSATION PLAN
Effective - January 1, 1999
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ARTICLE |
1.1 STATEMENT OF PURPOSE

This is the Healthcare Realty Trust Non-Qualifieef&red Compensation Plan (the "Plan") made irfdha of this Plan and in related
agreements between the Employer and certain maragemhighly compensated employees. The purpo#iged?lan is to provide
management and highly compensated employees @fipoyer with the option to defer the receipt oftpams of their compensation payal
for services rendered to the Employer. It is intghthat the Plan will assist in attracting andingétg qualified individuals to serve as officers
and managers of the Employer. The Plan is effeetsvef January 1, 1999.

ARTICLE Il
DEFINITIONS
When used in this Plan and initially capitalizetg following words and phrases shall have the nmggnindicated:
2.1 ACCOUNT.
"Account” means the sum of a Participant's Defekaount.
2.2 BASE SALARY.

"Base Salary" means a Participant's base earnaigsp an Employer to a Participant without regardny increases or decreases in base
earnings as a result of (i) an election to defeselearnings under this Plan or (ii) an electiomvben benefits or cash provided under a Plan of
an Employer maintained pursuant to Section 123a&(l4 of the Code and as limited in Exhibit B atted hereto.

2.3 BENEFICIARY.

"Beneficiary" means the person or persons designateleemed to be designated by the Participaisuput to Article VII to receive benefits
payable under the Plan in the event of the Pastittlp death.

2.4 BOARD.
"Board" means the Board of Directors of the Company
2.5 BONUS

"Bonus" means a Participant's earnings, other blage earnings, paid by an Employer to a Particiagumicentive compensation without
regard to any increases or decreases in such garaina result of (i) an election to defer suchiags under this Plan or (ii) an election
between benefits or cash provided under a Plan &maployer maintained pursuant to Section 125 ar 40

(k) of the Code and as limited in Exhibit B attaghereto.



2.6 CODE.

"Code" means the Internal Revenue Code of 198&manded.

2.7 COMMITTEE.

"Committee" has the meaning set forth in Sectidn 8.

2.8 COMPENSATION.

"Compensation" means the Base Salary and Bonudbleayéth respect to an Eligible Employee for eatdnpyear.
2.9 COMPANY.

"Company" means Healthcare Realty Trust, Selecféiiade companies and any successor thereto.

2.10 CREDITED SERVICES.

"Credited Service" means the sum of all perioda Bfrticipant's employment by the Company or acBadeAffiliate for which service credit
is given under the Healthcare Realty Trust 401P(&).

2.11 DEFERRAL ACCOUNT.

"Deferral Account" means the account maintainedhenbooks of the Employer for the purpose of actingrfor the amount of Compensat
that each Participant elects to defer under the &ha for the amount of investment return creditedeto for each Participant pursuant to
Article V.

2.12 DEFERRAL BENEFIT.

"Deferral Benefit" means the benefit payable tediBipant or his or her Beneficiary pursuant tdiéle VI.

2.13 DEFERRAL ELECTION.

"Deferral Election” means the written election mégea Participant to defer Compensation pursuaAtticle 1V.

2.14 DISABILITY.

"Disability" means a Participant's Disability adided under the Company's Long Term Disability Riaiits successors.
2.15 EARLY RETIREMENT.

"Early Retirement" will be as set forth in any Caanp retirement plan applicable to a Participanttberwise as granted by the Committee at
its sole discretion.



2.16 ELIGIBLE EMPLOYEE.

"Eligible Employee" means a highly compensated anagement employee of the Company who is desighgtéte Committee, by name or
group or description, in accordance with Sectidnas eligible to participate in the Plan.

2.17 EMPLOYER.

"Employer" means, with respect to a Participarg, @ompany or the Selected Affiliate which pays sBalticipant's Compensation.
2.18 HARDSHIP WITHDRAWAL.

"Hardship Withdrawal" has the meaning set fortiséction 6.5.

2.19 INVESTMENT RETURN RATE.

"Investment Return Rate" means:

(@) In the case of an investment named in Exhilof & fixed income nature, the interest deemecktorbdited,

(b) In the case of an investment named in Exhilif @n equity investment nature, the increase @utedise in deemed value and dividends
deemed to be credited.

2.20 PARTICIPANT.

"Participant” means any Eligible Employee who ed@otparticipate by filing a Participation Agreerhenwho is automatically enrolled as
provided in Section 3.2.

2.21 PARTICIPATION AGREEMENT.

"Participation Agreement" means the agreement bled Participant, in the form prescribed by then@uttee, pursuant to Section 3.2.
2.22 PLAN.

"Plan" means the Healthcare Realty Trust Non-QiealiDeferred Compensation Plan, as amended fromtonime.

2.23 PLAN YEAR.

"Plan Year" means a twelve-month period commengargiary 1 and ending the following December 31.

2.24 RETIREMENT.

"Retirement" means the termination of a Participgind has retired on any date permitted for retirgnpeirsuant to any Company retirement
plan applicable to such Participant or otherwise fieached age 65.



2.25 SELECTED AFFILIATE.

"Selected Affiliate" means (1) any company in abnaken chain of companies beginning with the Comgpiaach of the companies other
than the last company in the chain owns or contditsctly or indirectly, stock possessing not l#wmn 50 percent of the total combined
voting power of all classes of stock in one of dileer companies, or (2) any partnership or joimtwee in which one or more of such
companies is a partner or venturer, each of whieli be selected by the Committee.

2.26 TRUST.
"Trust" has the meaning set forth in Section 5.6.
2.27 VALUATION DATE.

"Valuation Date" means a date on which the amotiatRarticipant's Account is valued as providediticle V. The Valuation Date shall be
the last day of each month and any other daterdéted by the Committee.

ARTICLE Il
ELIGIBILITY AND PARTICIPATION
3.1 ELIGIBILITY.

Eligibility to participate in the Plan is limited Eligible Employees. From time to time, and subjecSection 3.4, the Committee shall
prepare, and attach to the Plan as Exhibit D, gobeten list of the Eligible Employees, by individusme or by reference to an identifiable
group of persons or by descriptions of the comptsmehcompensation of an individual which would lifyandividuals which are eligible to
participate and all of whom shall be a select grobmanagement or highly compensated employees.

3.2 PARTICIPATION.

Participation in the Plan shall be limited to Hiilgi Employees who elect to participate in the Bhafiling a Participation Agreement with the
Committee. An Eligible Employee shall commenceipgration in the Plan upon the first day of hisher first payroll period following the
receipt of his or her Participation Agreement by @ommittee.

3.3 CHANGE IN PARTICIPATION STATUS.

During the election period each December, a Ppdidimay change a previously elected percentadefefral of total compensation or elect
to terminate his or her participation in the Pl@&hanges will only become effective as of the beigigrof the next Plan Year following receipt
of the change in election by the Committee andccgoedance with the Company's prevailing administegprocedures. Amounts credited to
such Participant's Account with respect to perjmdsr to the effective date of such terminationlsbantinue to be payable pursuant to,
receive investment credit on, and otherwise be gmetby, the terms of the Plan.
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3.4 INELIGIBLE PARTICIPANT.

Notwithstanding any other provisions of this Plaritte contrary, if the Committee determines thatRarticipant may not qualify as a "sel
group of management or highly compensated employéhin the meaning of the Employee Retirement medSecurity Act of 1974, as
amended ("ERISA"), or regulations thereunder, then@ittee may determine, in its sole discretiont thech Participant shall cease to be
eligible to participate in this Plan. Upon sucheadetination, any future Participant's contributiemshe Plan will cease, however, the
Participants existing account balance will be nwited in the same manner as other Plan Participants

ARTICLE IV
DEFERRAL OF COMPENSATION
4.1 AMOUNT OF DEFERRAL.

With respect to each Plan Year, a Participant niegst ¢éo defer a specified percentage of his orGmnpensation up to the percentage of
compensation defined and the terms described itbEx@ attached hereto.

4.2 CREDITING REFERRED COMPENSATION.

The amount of Compensation that a Participant lectiefer under the Plan shall be credited byEtngloyer to the Participant's Deferral
Account periodically, the frequency of which wik ldetermined by the Committee, but which creditihgll occur no later than 30 days
following the date upon which such Compensationldidiave otherwise been paid by the Employer tdP#uicipant. To the extent that the
Employer is required to withhold any taxes or otherounts from a Participant's deferred Compensatimsuant to any state, federal or local
law, such amounts shall be withheld only from tlaetieipant's compensation before such amountsracted.

ARTICLE V
BENEFIT ACCOUNTS
5.1 VALUATION OF ACCOUNT.

As of each Valuation Date, a Participant's Accalrall consist of the balance of the Participantsddint as of the immediately preceding
Valuation Date, plus the Participant's Deferred @ensation credited pursuant to Section 4.2 sineénimediately preceding Valuation De
plus investment return credited as of such Valumalate pursuant to Section 5.2, minus the aggreyatunt of distributions, if any, made
from such Account since the immediately precediadustion Date.

5.2 CREDITING OF INVESTMENT RETURN.

As of each Valuation Date, each Participant's Dafékccount shall be increased by the amount ofstment return earned since the
immediately preceding Valuation Date. Investmetinreshall be credited at the Investment Returre Ratof such Valuation Date based on
the average balance of the Participant's DefercabAnt, since the immediately preceding Valuati@telDbut after such Accounts have been
adjusted for any contributions or distributiond®credited or deducted for such period.
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Investment return for the period prior to the fivgtluation Date applicable to a Deferral Accourdlshe deemed earned ratably over such
period. Until a Participant or his or her Benefigiaeceives his or her entire Account, the unpailhice thereof shall earn an investment
return as provided in this

Section 5.2.

5.3 STATEMENT OF ACCOUNTS.

The Committee shall provide to each Participanthiwi30 days after the close of each calendar guatstatement setting forth the balanc
such Participant's Account as of the last day efteceding calendar quarter and showing all adgists made thereto during such calendar
quarter.

5.4 VESTING OF ACCOUNT.
Except as provided in Sections 10.1 and 10.2, &cifent shall be 100% vested in his or her Defeleount at all times.
5.5 INVESTMENT VEHICLES.

The Company may select investment vehicles ownegtasral assets by the Company or as assetsustalagscribed in Section.10.1 to
establish the Investment Return Rate. The deenvedtiment vehicles are set forth in Exhibit C, which Company may amend from time to
time in its sole discretion.

A Participant may request the Company to make ddenwestments of the credit balance of his Defeiaount in one or more of such
investment vehicles. A Participant may change #entked investment of his Deferral Account or chahgaedeemed investment of his exist
Deferral Account balance may differ from the deerms@stment of future amounts credited to the Drafekccount. Such changes shall be
made in accordance with procedures as the Comnmitégeestablish from time to time. Such procedurag regulate the frequency of such
changes and the form of notice required to maké stextion or changes. The Committee may also ksfiedodeemed investment, which s
apply if the Participant makes no election.

The effective date of any change shall be the ftmteshich the appropriate direction to the Companyts designee has been properly
received in accordance with the procedures estadiby the Committee. The Committee shall haveighe to refuse to honor any
Participant direction related to investments ohditiwals, including transfers among investmentomgsti where necessary or desirable to
assure compliance with applicable law including .l&&d other securities laws. However, neither tbe@any nor the Committee assumes
any responsibility for compliance by officers ohets with any such laws, and any failure by the Gamy or the Committee to delay or
dishonor any such direction shall not be deemeédd®ase the Company's legal obligations to thédfaant or third parties.

5.6 ESTABLISHMENT OF "RABBI TRUST"

The Company shall establish a rabbi trust, whidhtsnded to be a grantor trust, of which the Comyga the grantor, within the meaning of
subpart E, part I, subchapter J, chapter 1, sel#itf the Internal Revenue Code of 1986, as anterated shall be construed accordingly.
Company shall make regular deposits into the Tirustder to finance its obligations to Participarike frequency of which deposits will be
determined by the Committee, but which shall ocrutater than the latest date upon which deferosdpensation may be credited to
Participants' Accounts pursuant to

Section 4.2. Such deposits will be invested in et@ace with the provisions of

Section 5.5 as soon as practicable. The princifpddeoTrust, and any earnings thereon shall be seppdirate and apart from other funds of
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Company and shall be used exclusively for the asdspurposes of Participants and general crediangicipants and their beneficiaries shall
have no preferred claim on, or any beneficial owhigr interest in, any assets of the Trust. Anytdgiteated under this Plan document an
Trust agreement shall be mere unsecured contraighés of Participants and their beneficiariesiagiathe Company. Any assets held by the
Trust will be subject to the claims of the Compamgeneral creditors under federal and state laWwdrevent of insolvency of the Company.

ARTICLE VI
PAYMENT OF BENEFITS
6.1 PAYMENT OF DEFERRAL BENEFIT UPON DEATH, DISABITY OR RETIREMENT.

Upon the death, Disability, Early Retirement; otiRenent of a Participant, the Employer shall payhie Participant or his Beneficiary a
Deferral Benefit equal to the balance of his orvested Account determined pursuant to Articleegslany amounts previously distributed,
based on his written election pursuant to Sectién 6

6.2 PAYMENT OF DEFERRAL BENEFIT UPON TERMINATION.

Upon the termination of service of the Participasitan employee of the Employer and all Selecteilig&és for reasons other than death,
Disability, or Retirement, the Employer shall paythie Participant a Deferral Benefit in a lump segoial to the balance of his or her vested
Account determined pursuant to Article V, less ampounts previously distributed, as soon as admatigely practical.

6.3 PAYMENTS TO BENEFICIARIES.

In the event of the Participant's death prior ®dri her receipt of all elected annual installmehis or her Beneficiary will receive the
remaining annual installments at such times as msthllments would have become distributable toRlarticipant.

6.4 HARDSHIP WITHDRAWAL.

In the event that the Committee, under written esjof a Participant, determines, in its sole @#an, that the Participant has suffered an
unforeseeable financial emergency, the Employdt phg to the Participant, as soon as practicadillewwing such determination, an amount
necessary to meet the emergency (the "Hardshipdvéithal"), but not exceeding the aggregate balahsaah Participant's Deferral Account
as of the date of such payment. For purposes ®3éction 6.4, an "unforeseeable financial emeggesiwall mean an event that the
Committee determines to give rise to an unexpeaged for cash arising from an illness, casualty,leadden financial reversal or other such
unforeseeable occurrence. Amounts of Hardship Waildl may not exceed the amount the Committee nedobp determines to be necessary
to meet such emergency needs (including taxesrediny reason of a taxable distribution). The amafithe Deferral Benefit otherwise
payable under the Plan to such Participant shadldpgsted to reflect the early payment of the HaiplsVithdrawal.
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6.5 FORM OF PAYMENT.

The Deferral Benefit payable pursuant to SectidnsBall be paid in one of the following forms, sexcéed by the Participant in his or her
Participant Agreement on file as of one (1) yeat ane (1) day prior to the year of death, disabdit retirement:

(a) Annual payments of a fixed amount which shailbetize the vested Account balance of the paymemneencement date over a period of
five (5) or ten (10) years (together, in the caseach annual payment, with interest thereon ceddifter the payment commencement date
pursuant to Section 5.2).

(b) A lump sum as soon as administratively prattica

In the event a Participant fails to make a distidnuelection, his or her vested Account Balancaidke distributed as a lump sum distribution
as soon as administratively practical after hieardeath, disability or retirement.

6.6 COMMENCEMENT OF PAYMENTS

Commencement of payments under Section 6.1 ofldredhall begin within ninety days following an avevhich entitles a Participant (or a
Beneficiary) to payments in lump sum under the Rliaim the January following the event for annuaympent.

6.7 SMALL BENEFIT.

In the event the Committee determines that thenbalaf a Participant's Account is less than $541G8e time of commencement of
payments, or the portion of the balance of thei@pant's Account payable to any Beneficiary isldsan $5,000 at the time of
commencement of payments, the Committee may infberEmployer, and the Employer, in its discretimay choose to pay the benefit in
the form of a lump sum payment, notwithstanding provision of the Plan or a Participant electiorite contrary. Such lump sum payment
shall be equal to the balance of the Participdtount or the portion thereof payable to a Benaiffic

ARTICLE VII
BENEFICIARY DESIGNATION
7.1 BENEFICIARY DESIGNATION.

Each Participant shall have the sole right, attang, to designate any person or persons as HisrdBeneficiary to whom payment under the
Plan shall be made in the event of his or her dgatin to complete distribution to the Participaftis or her Account. Any Beneficiary
designation shall be made in a written instrumeavided by the Committee. All Beneficiary desigoas must be filed with the Committee
and shall be effective only when received in wgthy the Committee.
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7.2 CHANGE OF BENEFICIARY DESIGNATION.

Any Beneficiary designation may be changed by agi¢haant by the filing of a new Beneficiary desigioa, which will cancel all Beneficiary
designations previously filed. The designation &emeficiary may be made or changed at any timkowitthe consent of any person.

7.3 NO DESIGNATION.

If a Participant fails to designate a Beneficiasypaovided above, or if all designated Beneficmpeedecease the Participant, then the
Participant's designated Beneficiary shall be dektode the Participant's estate.

7.4 EFFECT OF PAYMENT.

Payment of the Deferral Benefit to a ParticipaBgseficiary (or, upon the death of a primary Beciefiy, to the contingent Beneficiary or, if
none, to the Participant's estate) shall completislgharge the Employer's obligations under tha.Pla

ARTICLE VIII
ADMINISTRATION
8.1 COMMITTEE.

Members of the Committee for the Healthcare ReBltyist Non-Qualified Deferred Compensation Planliated on Exhibit A. The
Committee shall have complete discretion to i) suge the administration and operation of the Piiqadopt rules and procedures governing
the Plan from time to time, and iii) shall havetarity to give interpretive rulings with respecttt@ Plan.

8.2 AGENTS.

The Committee may appoint an individual, who maybemployee of the Company, to be the Commiteegst with respect to the day-to-
day administration of the Plan. In addition, then@uittee may, from time to time, employ other ageartd delegate to them such
administrative duties as it sees fit, and may ftone to time consult with counsel who may be coltséhe Company.

8.3 BINDING EFFECT OF DECISIONS.

Any decision or action of the Committee with redpecany question arising out of or in connectidthwhe administration, interpretation and
application of the Plan shall be final and bindimgpn all persons having any interest in the Plan.

8.4 INDEMNIFICATION OF COMMITTEE.

The Company shall indemnify and hold harmless teentrers of the Committee and their duly appointeshtggunder Section 8.2 against any
and all claims, loss, damage, expense or liakilitying from any action or failure to act with respto the Plan, except in the case of gross
negligence or willful misconduct by any such memtseagent of the Committee.
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ARTICLE IX
AMENDMENT AND TERMINATION OF PLAN
9.1 AMENDMENT.

The Company, on behalf of itself and of each Sebkétffiliate may at any time amend, suspend orstaite any or all of the provisions of the
Plan, except that no such amendment, suspensi@instatement may adversely affect any Participakttount, as it existed as of the day
before the effective date of such amendment, sgspeior reinstatement, without such Participanisrpvritten consent. The Committee or
its delegate as the case may be, in its sole disorenay accelerate the date of payment of adhaaint's Account. Written notice of any
amendment or other action with respect to the Blteafl be given to each Participant.

9.2 TERMINATION.

The Company, on behalf of itself and of each Seteéiffiliate, in its sole discretion, may termindkés Plan at any time and for any reason
whatsoever. Upon termination of the Plan, the Caemishall take those actions necessary to admirdasty Accounts existing prior to the
effective date of such termination; provided, hoemthat a termination of the Plan shall not adelgraffect the value of a Participant's
Account, as it existed as of the day before thectiffe date of such termination, or the timing @thod of distribution of a Participant's
Account, without the Participant's prior writtemsent. Notwithstanding the foregoing, a terminatibthe Plan shall not give rise to
accelerated or automatic vesting of any Participaitcount.

9.3 CHANGE OF CONTROL.

Upon a change of control, the plan is to be tertechavith all benefits to be distributed to partanips in a lump sum.
ARTICLE X

MISCELLANEOUS

10.1 FUNDING.

Participants, their Beneficiaries, and their hests;cessors and assigns, shall have no secureesinde claim in any property or assets of the
Employer. The Employer's obligation under the Rlaall be merely that of an unfunded and unsecurathige of the Employer's to pay
money in the future.

10.2 NONASSIGNABILITY.

No right or interest under the Plan of a Partictparhis or her Beneficiary (or any person claimihgpugh or under any of them) shall
assignable or transferable in any manner or beestity) alienation, anticipation, sale, pledge, emat@nce or other legal process or in any
manner be liable for or subject to the debts duilities of any such Participant or Beneficiaryalfy Participant or Beneficiary shall attemp
or shall transfer, assign, alienate, anticipati, giedge or otherwise encumber his or her besdfreunder or any part thereof, or if by ree
of his or her bankruptcy or other event happenirang time such benefits would devolve upon anyalse or would not be enjoyed by hirr
her, then
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the Committee, in its discretion, may terminatedriser interest in any such benefit (including Ereferral Account) to the extent the
Committee considers necessary or advisable to ptewdimit the effects of such occurrence. Terntiorashall be effected by filing a written
"termination declaration" with the Healthcare Rgdltust Non-Qualified Deferred Compensation Plam@uttee of the Company and
making reasonable efforts to deliver a copy toRheicipant or Beneficiary whose interest is adelgraffected (the "terminated participant™).

As long as the terminated participant is alive, bagefits affected by the termination shall beinetd by the Employer and, in the
Committee's sole and absolute judgment, may betpaid expended for the benefit of the terminatadipipant, his or her spouse, his or her
children or any other person or persons in faceddpnt upon him or her in such a manner as the Giveenshall deem proper. Upon the
death of the terminated participant, all benefiithiaeld from him or her and not paid to otherséo@dance with the preceding sentence shall
be disposed of according to the provisions of tla@ Ehat would apply if he or she died prior to timee that all benefits to which he or she
was entitled were paid to him or her.

10.3 CAPTIONS.

The caption contained herein is for conveniencg anl shall not control or affect the meaning arstauction hereof.
10.4 GOVERNING LAW.

The provisions of the Plan shall be constructediatatpreted according to the laws of the Stat€éefnessee.

10.5 SUCCESSORS.

The provisions of the Plan shall bind and inuréhtobenefit of the Company, its Selected Affiliataisd their respective successors and
assigns. The term successors as used hereinrgtiatlé any corporate or other business entityshall, whether by merger, consolidation,
purchase or otherwise, acquire all or substantgllpf the business and assets of the CompanySetected Affiliate and successors of any
such Company or other business entity.

10.6 RIGHT TO CONTINUED SERVICE.

Nothing contained herein shall be construed toeoapon any Eligible Employee the right to continoserve as an Eligible Employee of
Employer or in any other capacity.

10.7 CLAIMS PROCEDURE.

If a benefit under this Plan is not paid to an Eee or Beneficiary and such person believes lileadr she is entitled to receive it, a claim
shall be made in writing to the Committee withirtgi(60) days from the date payment was to be m@deh claim shall be reviewed by the
Committee and the Corporation. If the claim is @enin full or in part, the Committee shall providetten notice within ninety (90) days
setting forth the specific reasons for denial. ibéce shall include specific reference to the ions of this Plan upon which the denial is
based and any additional material or informatiooassary to perfect the claim, if any. Such writtetice shall also indicate the steps to be
taken if a review of the denial is desired.
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If the claim is denied and a review is desired,dlagmant shall notify the Committee in writing Wit sixty (60) days. A claim shall be trea

as denied if the Committee does not take actidheéraforesaid ninety (90) day period. In requestengew, the claimant may review this P

or any documents relating to it and submit anytemiissues and comments he or she may feel apatejmihis or her sole discretion within
sixty (60) days. This decision likewise shall stiie specific provisions of this Plan on which tleeision is based.

Executed this 9th day of February, 1999.

Healthcare Realty Trust Incorporated

By: 1S/

Title: Roger O West
Executive Vice President
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EXHIBIT A

RE: SECTION 8.1 - COMMITTEE

Date: , 19

The following indicates the Committee Members for Healthcare Realty Trust Non-Qualified Deferrenmpensation Plan.
COMMITTEE MEMBERS

1. Roger O. West, Executive Vice President and G@ounsel

2. Fredrick M. Langreck, Senior Vice President anelasurer

3. Michael W. Crisler, Vice President Financialritiang
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EXHIBIT B

RE: SECTION 4.1 - AMOUNT OF DEFERRAL

Date: , 19

As of the date above, and effective until this Bxhs Modified by the Committee, the table belowdicates the types of compensation which
are eligible for income deferral at the assignedt@stages as noted:

Type of Compensation Minimum Perce ntage Maximum Percentage
That can be de ferred that can be deferred
Base Salary 5% 15%
Bonus 5% 25%
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EXHIBIT C
RE: SECTION 2.18 - INVESTMENT RETURN RATE

Date: , 19

The following indicates the investment account eglgints available as of the date indicated thatiaeel in determining the Investment
Return Rate.

ACCOUNT NAME EFFECTIVE DATE
-F—i—c-i-e-l—i;;/-;\dvisor-Equity Growth Fund -01/61/9-9
Fidelity Advisor-Growth Opportunities Fund 01/01/99
Fidelity Cash Management Funds-Prime Fund 01/01/99
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EXHIBIT D
Re: SECTION 3.2 - ELIGIBILITY

The following employees are eligible to participatehe plan, pursuant to the regulations of ERE®W the guidelines as set forth by the
committee.

1. Michael Crisler 08/04/64 (34)
2. David Emery 09/28/44 (54)
3. Eric Fischer 03/18/64 (34)
4. Roland Hart 01/04/43 (56)
5. Keith Harville 04/20/44 (54)
6. Scott Holmes 05/11/54 (44)
7. Fredrick Langreck 01/16/59 (40)
8. Bryan Starr 01/09/34 (64)
9. Carter Steele 12/24/48 (50)
10. James Tainter 05/10/61 (37)
11. Tim Wallace 05/12/58 (40)
12. Roger West 12/19/44 (54)
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FIRST AMENDMENT
TO THE
NON QUALIFIED DEFERRED COMPENSATION PLAN

The Healthcare Realty Trust Non-qualified Defer@anpensation plan (the "Plan"), as adopted effectanuary 1, 1999, is hereby amended
in the following respects:

1. Effective as of July 1, 1999, Section 2.5 of Bh&n is amended to provide as follows:

2.5 BONUS.

"Bonus" means the cash portion of a Participamt'eirgs, other than base earnings, paid by an Brepto a Participant as incentive
compensation without regard to any increases aiedses in such earnings as a result of (i) anietettt defer such earnings under this Plan
or (ii) an election between benefits or cash pregidnder a Plan of an Employer maintained pursiaafiection 125 or 401 (k) of the Code
and as limited in Exhibit B attached hereto.

Executed this 15th day of June, 1999.

BY: I

Title: Roger O West
Executive Vice President
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SECOND AMENDMENT
TO THE
NON-QUALIFIED DEFERRED COMPENSATION PLAN

The Healthcare Realty Trust Non-qualified Defer@anpensation plan (the "Plan"), as adopted effectanuary 1, 1999, is hereby amended
in the following respects:

1. Effective as of December 1, 1999, Exhibit B, ethpertains to
Section 4.1 of the Plan is amended to provide bmae:

EXHIBIT B
Re: Section 4.1- Amount of Deferral
Date: December 1, 1999

As of the date above, and effective until this Bxhs Modified by the Committee, the table belowdicates the types of compensation which
are eligible for income deferral at the assignedt@atages as noted:

TYPE OF COMPENSATION MINIMUM PERCENTAGE MAXIMUM PERCENTAGE
THAT CAN BE DEFERRED THAT CAN BE DEFERRED

Salary 5% 25

Cash Bonus 5% 50

By: 1S/

Title: Roger O West
Executive Vice President
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THIRD AMENDMENT
TO THE
NON-QUALIFIED DEFERRED COMPENSATION PLAN

The Healthcare Realty Trust Non-qualified Defer@apensation plan (the "Plan"), as adopted effectanuary 1, 1999, is hereby amended
in the following respects:

1. Effective as of January 1, 2000, Exhibit C, vhpertains to
Section 2.19 of the Plan is amended to providekss:

EXHIBIT B
Re: SECTION 2.19 - INVESTMENT RETURN RATE

Date: January 1, 2000

The following indicates the investment account eglgints available as of the date indicated thatiaeel in determining the Investment
Return Rate.

ACCOUNT NAME EFFECTIVE DATE
-F—i—c-i-e-l—i;;/-;\dvisor-Equity Growth Fund 01/0:[/99

Fidelity Advisor-Growth Opportunities Fund 01/01/99

Fidelity Cash Management Funds-Prime Fund 01/01/99

Fidelity Advisor-Overseas Fund 01/01/00
Federated Max-Cap Fund (C shares) 01/01/00

Executed this 14th day of December, 1999.

M chael W Crisler
Vi ce President Financial Planning
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TRUST UNDER HEALTHCARE REALTY TRUST
NON-QUALIFIED DEFERRED COMPENSATION PLAN

This Agreement made this 28th day of January, loytetween Healthcare Realty Trust (Company) and &t Bank, Nashville, N.A. ,
(Trustee):

WHEREAS, Company has adopted the nonqualified dederompensation Plan as listed in Appendix A;

WHEREAS, Company has incurred or expects to inabillty under the terms of such Plan with resgedhe individuals participating in
such Plan;

WHEREAS, Company wishes to establish a trust (heftgr called "Trust") and to contribute to the Strassets that shall be held therein,
subject to the claims of Company's creditors inegbhent of Company's Insolvency, as herein definatl| paid to Plan participants and their
beneficiaries in such manner and at such timepedfied in the Plan;

WHEREAS, it is the intention of the parties thasthrust shall constitute an unfunded arrangemedtshall not affect the status of the Plan
as an unfunded plan maintained for the purposemfiging deferred compensation for a select groum@anagement or highly compensated
employees for purposes of Title | of the Employetii@ment Income Security Act of 1974;

WHEREAS, it is the intention of Company to make trimutions to the Trust to provide itself with ausoe of funds to assist in the meeting of
its liabilities under Plan;

NOW, THEREFORE, the parties do hereby establisiTtiist and agree that the Trust shall be compriseld, and disposed of as follov

SECTION 1
Establishment of the Trust

(a) Company hereby deposits with Trustee amounishaghall become the principal of the Trust to bllhadministered and disposed of by
Trustee as provided in this Trust Agreement.

(b) The Trust hereby established shall be irreviecab

(c) The Trust is intended to be a grantor trustylbich Company is the grantor, within the meanihgubpart E, part 1, subchapter J, chapter
1, subtitle A of the Internal Revenue Code of 1%86amended, and shall be construed accordingly.

(d) The principal of the Trust, and any earningsdion shall be held separate and apart from atimeisfof Company and shall be used
exclusively for the uses and purposes of Plan@paints and general creditors as herein set fBitn participants and their beneficiaries s
have no preferred claim on, or any beneficial owhigr interest in, any assets of the Trust. Anytsgieated under the Plan and this Trust
Agreement shall be mere unsecured contractualsrigfhPlan participants and their beneficiaries mgtaCompany. Any assets held by the
Trust will be subject to the claims of Company'seyal creditors under federal and state law iretrent of Insolvency, as defined in Section 3
(@) herein. (e) Company, in its sole discretiony mgany time, or from time to time, make additibdeposits of cash or other property in trust
with Trustee to augment the principal to be hetthmistered and disposed of by Trustee as proviidéus Trust Agreement. Neither Trustee
nor any Plan participant or beneficiary shall hamg right to compel such additional deposits.

(f) Upon a Change of Control, Company shall, ansam®possible, but in no event longer than 45 #laisving the Change of Control, as
defined herein, make an irrevocable contributioth®Trust in an amount that is sufficient to paglePlan participant or beneficiary the
benefits to which Plan participants or their betiafies would be entitled pursuant to the termthefPlan as of the date on which the Change
of Control occurred



(9) Within 45 days following the end of the Plarayeending after the Trust has become irrevocabtsyant to Section 1(b) hereof, Company
shall be required to irrevocably deposit additiacesh or other property to the Trust in an amoufficsent to pay each Plan participant or
beneficiary the benefits payable pursuant to thageof the Plan as of the close of the Plan year.

SECTION 2
Payments to Plan Participants and Their Benefesari

(a) Company shall deliver to Trustee a scheduke '[rayment Schedule") that indicates the amountalpe in respect of each Plan
participant (and his or her beneficiaries), thaites a formula or other instructions acceptabl€rustee for determining the amounts so
payable, the form in which such amount is to bel fas provided for or available under the Planjl te time of commencement for payment
of such amounts. Except as otherwise provided ihefeustee shall make payments to the Plan paatit¢gpand their beneficiaries in
accordance with such Payment Schedule. The Trabtkemake provisions for the reporting and witltod of any federal taxes that may be
required to be withhold with respect to the paynwrienefits pursuant to the terms of the Planstradl pay amounts withheld to the
appropriate taxing authorities or determine the@hsamounts have been reported, withheld and paf@idmpany.

(b) The entitlement of a Plan participant or hiser beneficiaries to benefits under the Plan dietietermined by Company or such party as
it shall designate under the Plan, and any clainsdich benefits shall be considered and revieweemtie procedures set out in the Plan.

(c) Company may make payment of benefits directltan participants or their beneficiaries as thegome due under the terms of the Plan.
Company shall notify Trustee of its decision to m@ayment of benefits directly prior to the timecamts are payable to participants or their
beneficiaries. In addition, if the principal of theust, and any earnings thereon, are not suffit@emake payments of benefits in accordance
with the terms of the Plan, Company shall makebtilance of each such payment as it falls due. &eustiall notify Company where princij
and earnings are not sufficient.

SECTION 3
Trustee Responsibility Regarding Payments to TBesteficiary When Company Is Insolvent

(a) Trustee shall cease payment of benefits dyréatPlan participants and their beneficiariehd Company is Insolvent. Company shall be
considered "Insolvent” for purposes of this Trugt@dement if (i) Company is unable to pay its detstshey become due, or (ii) An order for
relief has been entered with the Company as thedaba proceeding under the United States Bartkyugode.

(b) At all times during the continuance of this 3tuas provided in

Section 1(d) hereof, the principal and income efTiust shall be subject to claims of general ¢oesliof Company under federal and state
law as set forth below.

(1) The Board of Directors and the Chief Executdféicer (or substitute the title of the highestkam officer of the Company) of Company
shall have the duty to inform Trustee in writing@dmpany's Insolvency. If a person claiming to lmeealitor of Company alleges in writing
to Trustee that Company has become Insolvent, deustiall determine whether Company is Insolvent paedding such determination.
Trustee shall discontinue payment of benefits smPlarticipants or their beneficiaries.

(2) Unless Trustee has actual knowledge of Compdngblvency, or has received notice from Comparg person claiming to be a creditor
alleging that Company's is Insolvent, Trustee shalle no duty to inquire whether Company is Insolv&rustee may in all events relay on
such evidence concerning Company's solvency ashedyrnished to Trustee and that provides Trusteaweasonable basis for making a
determination concerning Company's solvency.

(3) If at any time Trustee has determined that Camyys Insolvent, Trustee shall discontinue paysém®Plan participants or their
beneficiaries and shall hold the assets



of the Trust for the benefit of Company's generatlitors. Nothing is this Trust Agreement shalaity way diminish any rights of Plan
participants or their beneficiaries to pursue thigints as general creditors of Company with resfmebenefits due under the Plan or
otherwise.

(4) Trustee shall resume the payment of benefiRlda participants or their beneficiaries in acemak with Section 2 of this Trust Agreem
only after Trustee has determined that Companwti$nsolvent (or is no longer Insolvent).

(c) Provided that there are sufficient assetsrufsTee discontinues the payment of benefits fragrimtust pursuant to Section 3(b) hereof and
subsequently resumes such payments, the first payfiollowing such discontinuance shall include #ggregate amount of all payments due
to Plan participants or their beneficiaries undierterms of the Plan for the period of such disoomince, less the aggregate amount of any
payments made to Plan participants or their beiaeiis by Company in lieu of the payments provittechereunder during any such periot
discontinuance.

SECTION 4
Payments to Company

Except as provided in Section 3 hereof, after thesfThas become irrevocable, Company shall haveghbor power to direct Trustee to
return to Company or to divert to others any of Thest assets before all payments of benefits bae@ made to Plan participants and their
beneficiaries pursuant to the terms of the Plan.

SECTION 5
Investment Authority

In no event may Trustee invest in securities (idicig stock or rights to acquire stock) or obligasassued by Company, other than a de
minimis amount held in common investment vehictew/hich Trustee invest. All rights associated vésisets of the Trust shall be exercised
by Trustee or the person designated by Trusteeslaaltlin no event be exercisable by or rest widnParticipants.

SECTION 6
Disposition of Income

During the term of this Trust, all income receil®dthe Trust, net of expenses and taxes, shalttenaulated and reinvested.

SECTION 7
Accounting by Trustee

Trustee shall keep accurate and detailed recordl iolvestments, receipts, disbursements, anotladir transactions required to be made,
including such specific records as shall be agrgsnh in writing Between Company and Trustee. WiB0rdays following the close of each
calendar year and within 30 days after the remowraésignation of Trustee, Trustee shall delive€Ctmmpany a written account of its
administration of the Trust during such year orimiyithe period from the close of the last precediear to the date of such removal or
resignation, setting forth all investments, recgipisbursements and other transactions effecté ingluding a description of all securities
and investments purchased and sold with the casttgoroceeds of such purchases or sales (acertexdst paid or receivable being shown
separately), and showing all cash, securities,céiner property held in the Trust at the end of sgedr or as of the date of such removal or
resignation, as the case may be.



SECTION 8
Responsibility of Trustee

(a) Trustee shall act with the care, skill, prudeand diligence under the circumstances then phaydhat a prudent person acting in like
capacity and familiar with such matters would uséhie conduct of an enterprise of a like charaater with like aims, provided, however, t
Trustee shall incur no liability to any person &my action taken pursuant to a direction, requeapproval given by Company which is
contemplated by, and in conformity with, the termhshe Plan or this Trust and is given in writing ®@ompany. In the event of a dispute
between Company and a party, Trustee may applytae of competent jurisdiction to resolve thepdite.

(b) If Trustee undertakes or defends any litigatioising in connection with this Trust, Companyesg to indemnify Trustee against Trust
costs, expenses, and liabilities (including, withiomitation, attorneys' fees and expenses) redatiereto and to be primarily liable for such
payments. If Company does not pay such costs, eggeand liabilities in a reasonably timely manienstee may obtain payment from the
Trust.

(c) Trustee may consult with legal counsel (who raBsp be counsel for Company generally) with resfeany of its duties or obligations
hereunder.

(d) Trustee may hire agents, accountants, actyanegher professionals to assist it in performémy of its duties or obligations hereunder.
(e) Trustee shall have, without exclusion, all pmaeonferred in Trustees by applicable law, unéegsessly provided otherwise herein,
provided, however, that if an insurance policyésdhas an asset of the Trust, Trustee shall haymwner to name a beneficiary of the policy
other than the Trust, to assign the policy (asrdisfrom conversion of the policy to a differenti) other than to a successor Trustee, or to
loan to any person the proceeds of any borrowirinatisuch policy.

(f) Notwithstanding any powers granted to Trustaespant to this Trust Agreement or to applicable lGrustee shall not have any power 1
could give this Trust the objective of carrying@business and dividing the gains therefrom, withexmeaning of Section 301.7701-2 of the
Procedure and Administrative Regulations promuldgtersuant to the Internal Revenue Code.

SECTION 9
Compensation and Expenses of Trustee

Company shall pay all administrative and Trustfses and expenses. If not so paid, the fees arghegp shall be paid from the Trust.

SECTION 10
Resignation and Removal of Trustee

(a) Trustee may resign at any time by written ot Company, which shall be effective 60 daysrateeipt of such notice unless Company
and Trustee agree otherwise.

(b) Trustee may be removed by Company on 60 daygewmnotice or upon shorter notice accepted bysierL

(c) Upon a Change of Control, as defined hereinstée may not be removed by Company for 2 yearsf {dustee resigns within 2 years
after a Change of Control, as defined herein, Campshall apply to a court of competent jurisdictfonthe appointment of a successor
Trustee or for instructions.

(e) Upon resignation or removal of Trustee and appwent of a successor Trustee, all assets shadlesently be transferred to the successol
Trustee. The transfer shall be completed withi&@s after receipt of notice of resignation, rent@rdransfer, unless Company extends the
time limit.



SECTION 11
Appointment of Successor

(a) If Trustee resigns (or is removed) in accoréanith Section 10 (a) or
(b) hereof, Company may appoint any third partghsas a bank trust department or other party tlagtine granted

IN WITNESS WHEREOF, this Trust Agreement has bedly dxecuted under seal by the parties heretoctaffeas of the day and year first
above written.

ATTEST/WITNESS Healthcare Realty Trust Incorporateettlor

1S/ By: 1S/

Print Narme: Laurie W Matthews Print Name: Roger O West
Executive Vice President

[ SEAL]

ATTEST/ W TNESS SunTrust Bank, Nashville, N. A Trustee
1S/ By: 1S/

Print Name: Gayle J. Nichols Print Name: Gayle R Pearl

Vice President & Trust O ficer

(SEAL)



EXHIBIT 10.6
EXECUTIVE VARIABLE INCENTIVE COMPENSATION PLAN
1. PURPOSE OF THE PLAN.

The purpose of the Executive Variable Incentive @ensation Plan (the "Plan") is to maximize thecédficy and effectiveness of operations
by providing significant incentive compensation ogipnities to key executives. The Plan is intengedl) attract, retain and motivate key
executives; (2) link compensation to performan8g shift part of future compensation expense frod to variable; and (4) reinforce the
Company's objectives.

The Plan is designed to provide significant inaemtiompensation opportunities and presumes a meokgpetitive base salary program.
Incentive Awards made under the Plan are in additicdBase Salary and Base Salary adjustments ad/&rdeaintain market
competitiveness. The Plan is designed to reflgctaiable compensation, the degree to which exeesitindividually or collectively,
contributed to the realization of the significanbg term objectives of Healthcare Realty Trusohporated (the "Company").

2. DEFINITIONS; GENDER AND NUMBER.
2.1 DEFINITIONS.
Whenever used herein, the following terms shalkhifve respective meanings set forth below:

"BASE SALARY" means, with respect to each Partiipfr a Plan Year, the base rate of compensatiohtp a Participant by the Company
for the Plan Year and excludes all other formsarhipensation such as benefits, pension contribuodsother cash payments, but does not
exclude employee or employer contributions whiaghlzased upon an employee's deferral of compensatich as a non-qualified deferred
compensation arrangement or a cash or deferredgamzent under Section 401(k) of the Internal Regebode of 1986.

"BOARD" means the Board of Directors of the Companyhe Executive Committee of the Board of Direstor any other committee ther:
as designated by the Board.

"COMPANY" means Healthcare Realty Trust Incorpodate

"COMPANY PERFORMANCE INDEX" means the percentageportion thereof, determined by the Compensatiomf@ittee to measure
the degree of performance that the Compensatiom@itee attributes to the Payout Percentage achieved

"COMPENSATION COMMITTEE" means the Compensation Qaittee as designated by the Board, all of the mesnblewhich shall be
"disinterested persons" (within the meaning of Riib-3 promulgated by the United States Securtiiehange Commission ("Rule 16b-3").

"FUNDS FROM OPERATIONS (FFO)" means net income (pated in accordance with generally accepted acawmyptinciples), after
determination of the Incentive Award pursuant ® Bian, excluding gains (or losses) from debtuesiring and sales of property, plus
depreciation and amortization.
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"FFO PER SHARE" means FFO for a Plan Year dividgthe weighted average number of shares of comitoak f the Company
outstanding during such Plan Year.

"INCENTIVE AWARD" is the additional cash compensatj expressed as a percentage of Base Salaryweddsy Participants in the Plan
when targeted performance results are attainedarAckpant's Incentive Award shall be calculateghesvided in Paragraph 8 of this Plan.

"INDIVIDUAL PERFORMANCE INDEX" means, in the casd a Participant other than the President, the peage determined by the
President to measure the degree the Participaivachsuch Participant's Individual Performancee@tiyes for the Plan Year; or in the case
of the President, the percentage determined bgémepensation Committee to measure the degree #s&dent achieved the President's
Individual Performance Objectives for the Plan Year

"INDIVIDUAL PERFORMANCE OBJECTIVES" means, in these of Participants other than the President, lfextive goals established
by the President to be achieved by the respectiicihant during the course of the Plan Yearjrothe case of the President, the objective
goals established by the Compensation Committee gchieved by the President during the courskeoPtan Year.

"PARTICIPANT" means an executive of the Company wgheligible to participate in the Plan and who haen designated a Participant by
the Compensation Committee.

"PAYOUT PERCENTAGE" means, for the applicable P¥aar, the Target Dividend Payment for such Planrdéaded by the FFO per
Share for such Plan Year.

"PERFORMANCE PERCENTAGE" means the percentage cif €articipant's portion of the total Incentive Ad/#éo be based upon
performance of the Company or of the individualapplicable.

"PLAN" means this Executive Variable Incentive Cangpation Plan.

"RESPONSIBILITY FACTOR PERCENTAGE" is the assigmedponsibility factor expressed as a percentagepi@sent a Participant's
level of responsibility for Company performance.

"TARGET DIVIDEND PAYMENT" means the annual targetéddidend payment determined on a weighted avepagshare basis of the
common stock outstanding for the applicable Plaar¥es determined by the Compensation Committee agoption of the Plan.

"YEAR" or "PLAN YEAR" means the Company's fiscalaye
2.2 GENDER AND NUMBER.

Except when otherwise indicated by the context,dsdn the masculine gender shall include the femsirgiender, the singular shall include
plural, and the plural shall include the singular.

3. ADMINISTRATION.

The Plan is administered by the Compensation CotaeiThe Compensation Committee has the sole atythwr (1) add Participants, (2)
approve the Performance Percentages for eachipantic(3) approve the Responsibility Factor Petage for each Participant, (4) approve
the Company Performance
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Index, (5) approve the Target Dividends and (Gldi&h any rules or regulations relating to thenRlad to make any other determinations
necessary to administer the Plan. All modificationemendments to the Plan shall be approved bZdmepensation Committee. All actions,
determinations and decisions made by the Compens@thmmittee will be reviewed by the Board and,ruppproval by the Board, will be
final, conclusive and binding upon all parties cenmed.

Any action or recommendation by the Compensatiom@dtee will be based on a majority of those meratlverbally expressing their vote
a meeting of the Compensation Committee, or inimgitvithout a meeting. No Participant may partitgm any way in any decisions
affecting his personal Incentive Award. Individuaésving as Compensation Committee members or Boardbers will not be liable in any
way to any Participant or his designated benefisaais a result of decisions rendered in the pragerinistration of this Plan.

4. PARTICIPATION.

Employees eligible to participate in this Plan tr@se executives who have a major impact on theathaperations of the Company. Upon
adoption of the Plan, the initial Participants sbaldesignated by action of the Compensation CdteeniThe Compensation Committee may
add Participants to the Plan at any time.

Following adoption of the Plan, the Incentive Awaadculation for Participants who have respondipbithanges during the Plan Year or who
enter or exit the Plan shall be modified to adfasthe time spent in each position of respondipili

5. RESPONSIBILITY FACTOR PERCENTAGE.

Each Participant shall be assigned a ResponsibBitittor Percentage which will be based on the ddaatit's level of responsibility and
potential impact on corporate profitability. Assigents of Responsibility Factor Percentages shalppeoved by the Compensation
Committee. The Responsibility Factor Percentageéah of the Participants as of the Plan Year opidn of this Plan shall be designated
by action of the Compensation Committee.

Additional Participants in the Plan shall be apgeby the Compensation Committee prior to the begmof the Plan Year during which
they are to become a Participant and will be addeke Plan, together with their respective Resjhilitg Factor Percentage and Performa
Percentages, by action of the Compensation Conenitte

Following adoption of the Plan, if a Participanaolges positions during the Plan Year such thaP#récipant's Responsibility Factor
Percentage changes, the calculation of the Inaertivard shall be prorated to reflect the time séiiweeach position.

6. PERFORMANCE PERCENTAGE.

Each Participant shall be assigned PerformanceeR&ges which shall determine the portion of higiive Award which shall be derived
from Company performance and individual performafde assignments of the Performance Percentadhe farticipants as of the Plan
Year of adoption shall be designated by actiomhef@ompensation Committee.
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The Company Performance Index shall be determigaddoCompensation Committee, and shall correspoadPayout Percentage also
determined by the Compensation Committee.

The President shall have the responsibility oftdisthing the Individual Performance Objectivesmdividual Participants, other than the
President. The Compensation Committee shall haavestbponsibility of establishing the Individual éemance Objectives of the President.
All' Individual Performance Objectives will be rewied for approval by the Compensation Committeecmmunicated to the Participants
order to allow them sufficient time to focus ondb@bjectives. The President shall have the redptitysof determining the Individual
Performance Index for a Participant, other thanRtesident, for a Plan Year. The Compensation Cétmenshall have the responsibility of
determining the Individual Performance Index fax #resident for a Plan Year.

7. ADJUSTMENTS.

In the event that the FFO of the Plan Year in whiehCompany has successfully completed an offerits common stock for cash
consideration is negatively affected, the effedh®FFO shall be considered as a basis for inicrgdise Company Performance Index
applicable for such Plan Year.

The Compensation Committee shall have the diserétioncrease the Incentive Awards to Participavits respect to the Plan Year and/or
the succeeding Plan Years in the event that thepg@agynexceeds the maximum amount as determinedeb@dmpensation Committee or the
Company successfully concludes an extraordinanstetion that, in the opinion of the Compensatiom@ittee, is of significant value to t
Company.

8. CALCULATION OF INCENTIVE AWARD.

The Incentive Award for a Participant for a Plara¥sehall be (A) the sum of (i) the Company Perfaroealndex multiplied by the Company
portion of the Participant's Performance Percentage (ii) the Individual Performance Index muliga by the individual portion of the
Participant's Performance Percentage; multiplie@)ythe product of (i) the Participant's RespoitisyoFactor Percentage and (i) the
Participant's Base Salary.

9. PAYMENT OF INCENTIVE AWARD.

Incentive Awards shall be payable in cash as ss@racticable after the end of the Plan Year, falhg verification of the mathematical
accuracy of the calculation of all Incentive Awalgsthe Company's external auditor and approv#h@fCompensation Committee.

The Company shall not be liable for payment ofrieée upon any Incentive Award.
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10. TERMINATION OF EMPLOYMENT

Participants who terminate employment voluntarilyame terminated for cause in accordance withahmg of their respective employment
agreements shall forfeit their Incentive Awardstfue entire Plan Year of termination. All other tRapants who terminate during a Plan Year
shall have their participation in Incentive Awafdsthe Plan Year of termination determined by mpliing (i) the amount of Incentive

Award such Participant would have received had $tatticipant been employed by the Company for thigeePlan Year, by (ii) a fraction
with a numerator equal to the number of days thédizant was employed during the Plan Year anémodhinator of 365.

11. MISCELLANEOUS PROVISIONS.

11.1 NO TRANSFERS. No Incentive Awards payable unide Plan shall be subject in any manner to gdtwn, alienation, sale, transfer,
assignment, pledge, encumbrance, or charge, ansuahyattempted action shall be void and no suchnitive Award shall be in any manner
liable for or subject to debts, contracts, liakebt engagements, or torts of any ParticipannyfParticipant shall become bankrupt or shall
attempt to anticipate, alienate, sell, transfesigag pledge, encumber, or charge any Incentiverdypayable under the Plan, then the
Compensation Committee in its discretion may haldpply such benefit or any part thereof to ortfa benefit of such Participant or his
beneficiary, spouse, children, blood relativesythier dependents, or any of them, in such manremasuch proportions as the Compense
Committee may in its sole discretion consider prope

11.2 EMPLOYMENT CONTRACTS. The Plan is not a contraf employment. Accordingly, neither the estdbient of the Plan nor the
awarding of any Incentive Awards under the Plarl shi@rfere with or limit, in any way, the rightsf a Participant and the Company purst
to written contracts of employment or the rightstedf Company to terminate any Participant's empémtmor confer upon any Participant
any right to continue in the employ of the Compasicept as set forth in written contracts of emplent between the Company and the
Participant.

11.3 AMENDMENTS. The Compensation Committee mayrftime to time amend or modify the Plan, provideakttho such action shall
adversely affect Incentive Awards previously essdiad in accordance with the Plan.

11.4 TAX WITHHOLDING. Payments under the Plan shoalsubject to applicable federal, state, and l@oalithholding requirements.

11.5 FUNDING. The Plan shall be unfunded. The Camyphall not be required to segregate any ass@@ytdncentive Awards. The liabilit
of the Company to pay any Participant with resped¢hcentive Awards shall be based solely upontigen provisions of the Plan; no such
obligation shall be deemed to be secured by arggpler encumbrance on any property of the Company.
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IN WITNESS WHEREOF, the Company has caused the tBlae executed in its name and behalf on thisidgtof November, 1999 by its
officers thereunto duly authorized.

HEALTHCARE REALTY TRUST
INCORPORATED

By: 1S/
Name: David R Enery
Title: President and Chairnan
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EXHIBIT "A"
ANNUAL INCENTIVE AWARD CALCULATION

The Incentive Award for a Participant for a PlamYshall be (A) the sum of (i) the Company Perfaroealndex multiplied by the Company
portion of the Participant's Performance Percentage (ii) the Individual Performance Index muliga by the individual portion of the
Participant's Performance Percentage; multiplie@)ythe product of (i) the Participant's RespottisjoFactor Percentage and (i) the
Participant's Base Salary.

STEP 1 PERFORMANCE %

Add the award percentages determined by evalu@torgpany and Individual Performance

(Company Performance Index X Company portion ofRadicipant's Performance %)
+ (Individual Performance Index X individual pontiof the Participant's Performance %) = Award %pfegsed as a decimal fraction)

STEP 2 RESPONSIBILITY FACTOR
Multiply the Award % (expressed as a decimal f@gyitimes the Participant's Responsibility FactercBntage (expressed as a decimal
fraction) times the Participant's Base Salary toutate the Participant's Incentive Award.

Award % X Responsibility Factor % X Base Salary = hcentive Award



EXHIBIT "B"

PAYOUT PERCENTAGE
REQUIRED TO PAY COMPANY PERFORMANCE INDEX

TARGET DIVIDEND

95% 10%
94% 20%
93% 30%
92% 40%
91% 50%
90% 60%
89% 70%
88% 80%
87% 90%
86% 100%
85% 110%
84% 120%
83% 130%
82% 140%
81% 150%
80% 160%
<80% 170%

Payout Percentages for other than whole integexi$ st prorated with the corresponding Companyd?erénce Index. For Example, a
Payout Percentage of 94.5% shall equate to a Confparfiormance Index of 159



TARGET DIVIDENDS

PLAN YEAR TARGET DIVIDEND
1994 1.7700
1995 1.8525
1996 1.9400
1997 2.0275
1998 2.1275
1999 2.2275
2000 2.3350
2001 2.4445
2002 2.5650
2003 2.6850

PARTICIPANT PERFORMANCE PERCENTAGES

PARTICIPANTS COMPANY INDIVIDU AL RESPONSIBILITY FACTOR
David R. Emery 80% 20% 100%
Roger O. West 80% 20% 100%

Timothy G. Wallace 80% 20% 100%



EXHIBIT 10.7

HEALTHCARE REALTY TRUST INCORPORATED

2000 EMPLOYEE STOCK PURCHASE PLAN

EFFECTIVE JANUARY 25, 2000



HEALTHCARE REALTY TRUST INCORPORATED
2000 EMPLOYEE STOCK PURCHASE PLAN

PREAMBLE

WHEREAS, Healthcare Realty Trust Incorporated (tbempany") established the Healthcare Realty Tiustrporated 1995 Employee
Stock Purchase Plan through which employees oftmpany and its affiliates could purchase fromGleenpany shares of its common stc

WHEREAS, the Company wishes to continue to progigdan through which employees of the Company endfiiliates may purchase
Company common stock; and

WHEREAS, the Company intends that the new plannb&mployee stock purchase plan" within the meaoingection 423 of the Internal
Revenue Code of 1986, and has designed the ptaonform to the provisions of Rule 16b-3 of the Exche Act;

NOW, THEREFORE, the Company hereby establishesi#adthcare Realty Trust Incorporated 2000 Empldyteek Purchase Plan (t
"Plan"):

ARTICLE I.
PURPOSE OF PLAN

The purpose of the Plan is to secure for the Compad its shareholders the benefits of the inceritiherent in the ownership of the
Company's common stock by present and future erapkopf the Company and its Affiliates.

ARTICLE II.
DEFINITIONS

2.1 Affiliate. Each corporation that is designasesdan Affiliate by the Company pursuant to Sectich

2.2 Agreement. An agreement between a Particigahtlee Company or an Affiliate through which thetlegant elects to exercise the
Options granted to him hereunder and authorizempay of the Option exercise price.

2.3 Board. The board of directors of the Company.
2.4 Code. The Internal Revenue Code of 1986, asidatke

2.5 Committee. The committee designated by the Baarthe "compensation committee” or is otherwessgihated by the Board to
administer the Plan.

2.6 Company. Healthcare Realty Trust Incorporatetiits successors and assigns.
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2.7 Eligible Employee. An employee of the Compangmw Affiliate, except for the following:
() An employee who has been employed by the Compaan Affiliate for less than 90 days.
(b) An employee whose customary employment istleess 20 hours per week.

(c) An employee whose customary employment isif@ imonths or less in a calendar year.

(d) An employee who would own more than 5% of titaltcombined voting power of all classes of stotkhe Company or an Affiliate at t
time such employee would be granted an Optiontf@purpose of determining if an employee owns ntieaie 5% of such stock, he shall be
deemed to own (i) any stock owned (directly oriiadily) by or for his brothers and sisters (whetinewhole or half blood), spouse, ances
or lineal descendants, (ii) any stock owned (diyeat indirectly) by or for a corporation, partnbig, estate or trust of which such individue

a shareholder, partner or beneficiary in proportmhis interest in such corporation, partnersegtate or trust, and (iii) any stock the
individual may purchase under an outstanding stqution.

2.8 Exchange Act. The Securities Exchange Act 8419s amended.

2.9 Exercise Date. The last day of each calendantepy which shall be March 31st, June 30th, SepéerB0th and December 31st of each
year.

2.10 Fair Market Value. On any given date, Fair kaNValue shall be the applicable description belonless, where appropriate, the
Committee determines in good faith the fair masatie of the Stock to be otherwise):

(a) If the Stock is traded on the New York Stoclclange, Fair Market Value shall be the closinggdtthe Stock on such exchange on the
trading day on which Fair Market Value is beingedatined, or on the next preceding day on which Stokk is traded if no Stock was tra
on such trading day.

(b) If the Stock is not traded on the New York &téxchange, but is reported on the Nasdaqg Natileaket System or another Nasdaq
automated quotation system, and market informasigrublished on a regular basis, then Fair Markatu¥ shall be the closing price of the
Stock, as so published, on the trading day on whah Market Value is being determined, or the iciggrice on the next preceding trading
day on
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which such prices were published if no Stock waded on such trading day.

(c) If market information is not so published oregular basis, then Fair Market Value shall beaberage of the high bid and low asked
prices of the Stock in the over-the-counter madketng the trading period during which Fair Mark&tlue is being determined or during the
next preceding trading period in which such high dond low asked prices were recorded, as repost@dgenerally accepted reporting serv

(d) If the Stock is not publicly traded, Fair Markéalue shall be the value determined in good fajthhe Committee or the Board,
determined without regard to any restriction on$theck, other than a restriction which by its temils never lapse.

2.11 Grant Date. The first Grant Date shall beddte determined by the board of directors of then@any at the time the Plan is adopted.
Thereafter, the Grant Date shall be the first dagach calendar year.

2.12 Option. The right that is granted hereundex Rarticipant to purchase from the Company adgtatenber of shares of Stock at a stated
exercise price.

2.13 Participant. An Eligible Employee who has tdddo exercise an Option and participate in tta Rl accordance with Article 3.

2.14 Payroll Account. A bookkeeping account to whice added the amounts withheld on behalf of Eacticipant under regular payroll
deductions authorized by Participants hereunderwarich is reduced by amounts due to the Compamayahe exercise price of Options
exercised hereunder.

2.15 Plan. The Healthcare Realty Trust IncorporatD Employee Stock Purchase Plan.
2.16 Stock. The common stock of the Company, $pdilvalue.

ARTICLE IlI.
GRANT AND EXERCISE OF OPTIONS

3.1 General Conditions. On each Grant Date, eagiiagt®e who is an Eligible Employee on such datdl,sivéhout further action of the
Committee, be granted an Option to purchase whees of Stock, provided that no Eligible Employegey be granted an Option which
permits his rights to purchase Stock under the Biahall other employee stock purchase plans (testim section 423(b) of the Code) of
Company and its Affiliates to accrue at a rate thateeds $25,000 of Fair Market Value of such S{dekermined on the date that the Option
is granted) for each calendar year in which suctio@ps outstanding at any time. Each Option gissubject to the following terms and
conditions:
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(a) The exercise price of each Option shall be 8%air Market Value of each share of Stock thatikject to the Option, based on the
Stock's Fair Market Value that is determined onGhnant Date or, if less, on the date the Opticexisrcised.

(b) Each Option, or portion thereof, that has resrbexercised shall expire 27 months after the t@ate on which the Option was granted,
unless it expires sooner pursuant to
Section 3.1(c).

(c) Each Option that has not yet expired pursuaection 3.1(b) shall expire on the date thaBlgible Employee terminates employment
with the Company and all of its Affiliates or revaxkhis election pursuant to Section 3.4; provithesvever, if termination is due to the death
or disability (as determined in the discretiontté Committee by reference to any disability bergéin of the Company) of the Eligible
Employee, the Participant (or his personal reprasiee) may elect to revoke his election pursuant t

Section 3.4.

(d) A right to purchase Stock which has accruedeuimthe Option granted hereunder may not be caosiedto any other Option.

3.2 Right to Exercise. An Option shall be exerdisath any time prior to its expiration in a mandescribed in Section 3.3. An Eligible
Employee must exercise an Option while he is anleyep of the Company or an Affiliate or within theriods that are specified herein after
termination of employment.

3.3 Method of Exercise. An Eligible Employee magise an Option only on an Exercise Date by piingidvritten notice of intent to
exercise prior to or coincident with the applicaBkercise Date and by payment of the exercise jmicash or such other form that is
acceptable to the Committee. An Eligible Employesyralso elect to exercise an Option through a Blafooount election described in
Section 3.4.

3.4 Payment of Exercise Price from Payroll Accodmt Eligible Employee who desires to pay the exargirice of an Option from his Payi
Account as described in Section 3.3 must timelycateean Agreement in the form and manner presciiyetie Committee prior to the
applicable Exercise Date. The Agreement shall pl@¥or authorization of deductions from the Eligilimployee's regular payroll that is
credited to a Payroll Account. Amounts credite@ t®articipant's Payroll Account shall be accumdlaed reserved for payment of the
exercise price of Options granted hereunder.

(a) The funds held in the Payroll Account shaBtfibe applied to exercise options with the lowgste@se price. In the event that all Options
have the same exercise price on an Exercise Datdéunds held in the Payroll Account shall be fagplied to exercise Options in the order
they were granted
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(b) A Participant may initiate, modify or revokestglection to contribute to his Payroll Accounaay time by timely providing the
Committee written notice in the form prescribedtibhy Committee. An election to begin or modify cdnitions shall be effective on the
February 8th or August 8th that coincides with extrfollows such written notice with the exceptiofina Participant's initial election in the
year the Plan is adopted, which may be submitteldeffiective as late as March 8, 2000. An electmrevoke contributions shall be effecti
on the first payroll date following written notitieereof.

(c) Each Participant's election specified undeAgreement shall remain in effect until modifiedrevoked by the Participant in accordance
with Section 3.4(b).

(d) The Options granted hereunder for the caleyears 2000 and 2001 are conditioned on the Elidgtiployee revoking the Option grani
to him on January 1, 2000, under the HealthcardtyRE€eust Incorporated 1995 Employee Stock Purchitlaa. Such revocation may be
evidenced by written notice to the Company or keyakercise of an Option hereunder in a manner fipaédn Section 3.3

3.5 Issuance of Stock. The Company shall issue evttohres of Stock to a Participant after each Eseefzate. For Options that are not
exercised through a Payroll Account election, theber of shares to be issued shall be determingdebiystructions contained in the written
notice of exercise described in Section 3.2. Farehacquired through a Payroll Account electibares shall be issued as follows:

(&) The Company shall determine the number of whbéges of Stock to be issued to each Participahtrespect to an Exercise Date by
dividing the balance of such Participant's Paytaltount by the applicable exercise price of thei@pt

(b) The Company shall deduct from a Participardygréll Account the amount necessary to purchasgrdatest number of whole shares of
Stock that can be acquired under the applicablé®@pt

(c) Any amounts remaining in the Payroll Accounteafleducting the exercise price for whole shafe&itack shall generally be held for use
on a subsequent Exercise Date. However, a Panticiplago has made contributions to a Payroll Accantt has revoked his election to
exercise an Option under the terms of Section &g obtain payment of the amounts held in his Paatount from the Company by
requesting such payment in writing to the Commiitetihe time and manner specified by the CommitéeBarticipant who has terminated
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employment shall be paid any amounts remainingsrPayroll Account after the expiration of all Qpts hereunder.

3.6 Nontransferability. Any Option granted undastRlan shall not be transferable except by wilbbpithe laws of descent and distribution.
Only the Participant to whom an Option is granteai/raxercise such Option, unless he is deceasedghtoor interest of a Participant in any
Option shall be liable for, or subject to, any liebligation or liability of such Participant.

3.7 Shareholder Rights. No Participant shall hawerahts as a shareholder with respect to shaigest to his Option prior to the time that
such Option is exercised.

3.8 Issuance and Delivery of Shares. Shares ok$¢eued pursuant to the exercise of Options heleushall be delivered to Participants by
the Company (or its transfer agent) as soon asrastmgtively feasible after a Participant exerciaaOption hereunder, executes any
applicable shareholder agreement that the Compamqyires at the time of exercise and requests dglofethe shares.

ARTICLE IV.
STOCK SUBJECT TO PLAN

4.1 Source of Shares. Upon the exercise of an @pti@ Company may deliver to the Participant atitled but unissued shares of Stock.

4.2 Maximum Number of Shares. The maximum aggregateber of shares of Stock that may be issued potga the exercise of Options is
1,000,000 subject to increases and adjustmentoaglpd in Article 6.

4.3 Forfeitures. If an Option is terminated, in Whor in part, the number of shares of Stock atleddo such Option or portion thereof may
reallocated to other Options to be granted undsrRtan.

ARTICLE V.
ADMINISTRATION OF THE PLAN

5.1 General Authority. The Plan shall be adminexddsy the Committee. The express grant in the &flamy specific power to the Committee
shall not be construed as limiting any power ohatity of the Committee. No member of the Commitiball be liable for any act done in
good faith with respect to this Plan or any Agreehar Option. The Company shall bear all expen$é&dan administration. The
interpretation and construction by the Committearof terms or provisions of this Plan or of anyeral regulation promulgated in connection
herewith, shall be conclusive and binding on atbpas. In addition to all other authority vestedwthe Committee under the Plan, the
Committee shall have complete authority to:

(@) Interpret all provisions of this Plan;
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(b) Prescribe the form of any Agreement and naticg manner for executing or giving the same;
(c) Adopt, amend, and rescind rules for Plan adstriaion; and
(d) Make all determinations it deems advisablettieradministration of this Plan.

5.2 Persons Subject to Section 16(b). Notwithstagdnything in the Plan to the contrary, the Boardts absolute discretion, may bifurcate
the Plan so as to restrict, limit or condition thee of any provision of the Plan to Participant®whe members of the Committee subject to
Section 16(b) of the Exchange Act without so restrg, limiting or conditioning the Plan with respi¢o other Participants.

5.3 Designation of Affiliates. The Company may fréime to time designate a "parent corporation defined in section 424(e) of the Code,
or "subsidiary corporation,” as defined in secti@d(f) of the Code, to be a participating corpanaiin a manner that is consistent with
Treasury Regulation ss. 1.423-2(c)(4). Corporattbias are so designated shall be Affiliates forpmses of this Plan. Such designation shall
be evidenced by the express inclusion of the catpmr as an Affiliate within Section 2.1, the intiemal act of the Company or the
Committee to communicate in writing the grant ofti@ps hereunder to employees of a corporationuoh ®ther written document that is
intended to evidence such designation. The Compa@ommittee may rescind the designation of a aaam as an Affiliate by adopting a
writing that is intended to evidence such rescissio

ARTICLE VL.
ADJUSTMENT UPON CORPORATE CHANGES

6.1 Adjustments to Shares. The maximum number artidf shares of stock with respect to which Opiblereunder may be granted and
which are the subject of outstanding Options dimalhdjusted by way of increase or decrease asdimeriitee determines (in its sole
discretion) to be appropriate, in the event that:

(a) the Company or an Affiliate effects one or msteck dividends, stock splits, reverse stock spditibdivisions, consolidations or other
similar events;

(b) the Company or an Affiliate engages in a tratiea to which section 424 of the Code applies; or
(c) there occurs any other event which in the judghof the Committee necessitates such action.

Provided, however, that if an event described mageaph (a) or (b) occurs, the Committee shall najastments to the limits on Options i
on the award of Options specified hereunder trapaoportionate to the modifications of the Stdwkt tare on account of such corporate
changes.
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6.2 Substitution of Options on Merger or Acquisitidhe Committee may grant Options in substitufmrstock awards, stock options, stock
appreciation rights or similar awards held by atividual who becomes an employee of the Comparanoiffiliate in connection with a
transaction to which section 424(a) of the CoddiappThe terms of such substituted Options staliiétermined by the Committee in its sole
discretion, subject only to the limitations of Atg 4.

6.3 No Preemptive Rights. The issuance by the Cosnpashares of stock of any class, or securit@s/ertible into shares of stock of any
class, for cash or property, or for labor or seggicendered, either upon direct sale or upon theciese of rights or warrants to subscribe
therefor, or upon conversion of shares or obligetiof the Company convertible into such sharegtmrcsecurities, shall not affect, and no
adjustment by reason thereof shall be made witheago, outstanding Options.

6.4 Fractional Shares. Only whole shares of Stoai be acquired through the exercise of an Optitve. Company will return to each
Participant's Payroll Account any amount tenderetthé exercise of an Option remaining after theimarm number of whole shares has b
purchased.

ARTICLE VII.
LEGAL COMPLIANCE CONDITIONS

7.1 General. No Option shall be exercisable, nalSshall be issued, no certificates for sharestofliSshall be delivered, and no payment
shall be made under this Plan except in compliavitteall federal and state laws and regulationsl(iding, without limitation, withholding

tax requirements), federal and state securities kvd regulations and the rules of all nationalisges exchanges or self-regulatory
organizations on which the Company's shares mdigteel. The Company shall have the right to relyaaropinion of its counsel as to such
compliance. No Option shall be exercisable, noIsshall be issued, no certificate for shares dtmliielivered and no payment shall be made
under this Plan until the Company has obtained sadisent or approval as the Committee may deensalolei from any regulatory bodies
having jurisdiction over such matters.

7.2 Stock Holding Periods. In order for tax treatinender section 421(a) of the Code to apply t@lSaxquired hereunder, the Participant is
generally required to hold such shares of Stockvioryears after the Grant Date of an Option throwdyich shares of Stock were acquired
and for one year after the transfer of Stock toRbdicipant. A person holding Stock acquired heden who disposes of shares prior to the
expiration of such holding periods shall notify thempany of such disposition in writing.

7.3 Stock Legends. Any certificate issued to evideshares of Stock for which an Option is exerciseg bear such legends and statements
as the Company or Committee may deem advisablssiora compliance with federal and state laws agdaéons.
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7.4 Representations by Participants. As a conditidhe exercise of an Option, the Company mayirequParticipant to represent and
warrant at the time of any such exercise that fages are being purchased only for investment atibut any present intention to sell or
distribute such shares. At the option of the Corgparstop transfer order against any shares ok st@y be placed on the official stock bor
and records of the Company, and a legend indic#iagthe stock may not be pledged, sold or ottsmwiansferred unless an opinion of
counsel was provided (concurred in by counseldfer@ompany) and stating that such transfer ismuioiation of any applicable law or
regulation may be stamped on the stock certifizat@der to assure exemption from registration. Teenmittee may also require such other
action or agreement by the Participants as may fiom to time be necessary to comply with the fabland state securities laws. This
provision shall not obligate the Company or anyilisfe to undertake registration of options or &tbereunder.

ARTICLE VIII.
GENERAL PROVISIONS

8.1 Effect on Employment. Neither the adoptiontos tPlan, its operation, nor any documents deswgibr referring to this Plan (or any part
thereof) shall confer upon any employee any rightantinue in the employ of the Company or an #fté or in any way affect any right and
power of the Company or an Affiliate to termindte employment of any employee at any time with itheut assigning a reason therefor.

8.2 Unfunded Plan. The Plan, insofar as it providegrants, shall be unfunded, and the Companyf shibe required to segregate any as
that may at any time be represented by grants uhdePlan. Any liability of the Company to any pen with respect to any grant under this
Plan shall be based solely upon contractual olidigatthat may be created hereunder. No such oldigaf the Company shall be deemed to
be secured by any pledge of, or other encumbramcany property of the Company.

8.3 Rules of Construction. Headings are given ¢oditticles and sections of this Plan solely asrv@oience to facilitate reference. The
masculine gender when used herein refers to boficuline and feminine. The reference to any stategylation or other provision of law
shall be construed to refer to any amendment suocessor of such provision of law.

8.4 Governing Law. The internal laws of the stdtaoorporation of the Company shall apply to alitters arising under this Plan, to the
extent that federal law does not apply.

8.5 Compliance With Section 16 of the Exchange Méith respect to persons subject to Section 1&®fExchange Act, transactions under
this Plan are intended to comply with all applieabbnditions of Rule 16b-3 or its successors utfteExchange Act. To the extent any
provision of this Plan or action by Committee fadsso comply, it shall be deemed null and voith® extent permitted by law and deemed
advisable by the Committee.

8.6 Amendment. The Board may amend or terminaseRfin at any time; provided, however, an amendthabtvould have a material
adverse effect on the rights of a Participant
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under an outstanding Option is not valid with redpge such Option without the Participant's consertept as necessary for Options to
maintain qualification under the Code; and proviflather that, to the extent that such approvatgiired for compliance with Rule 16b-3 of
the Exchange Act, the provisions of the Plan netatd the number of shares granted to personsdubjeection 16(b) of the Exchange Act,
the timing of such grants and the determinatiothefexercise price shall not be amended more thea every six months, other than to
comport with changes in the Code, the Employeer&®atint Income Security Act of 1974, or the rules¢inder. Provided further that the
shareholders of the Company must, within 12 moh#fsre of after the adoption thereof, approve angradment that increases the numb
shares of Stock in the aggregate which may be dsguesuant to Options granted under the Plan.

8.7 Effective Date of Plan. This Plan shall be &ffe and Options may be granted under this Plaanzhafter the date of its adoption by the
Board, provided that no Option will be effectiveetercisable unless and until this Plan is apprdeshareholders of the Company in a
manner that satisfies Treasury Regulation ss. 124&8hin 12 months of the date that the Board tackon to adopt the Plan. All Options
granted under the Plan will become void immediatelpwing the 12-month anniversary of the date Board adopted the Plan if such
approval by shareholders has not yet been obtained.

IN WITNESS WHEREOF, the undersigned officer hascerted this Plan on this the 7th day of Februarg020

HEALTHCARE REALTY TRUST
INCORPORATED

/sl Roger O West

Roger O West
Executive Vice President & General Counsel

HEALTHCARE REALTY TRUST INCORPORATED
2000 EMPLOYEE STOCK PURCHASE PLAN

10



EXHIBIT 10.9

HEALTHCARE REALTY TRUST
INCORPORATED

AMENDED AND RESTATED EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT (the "Agreement") is maded entered into as of January 1, 2000 ("Effediia&e") by and between
HEALTHCARE REALTY TRUST INCORPORATED, a Maryland gmration ("Corporation"), and David R. Emery ("@©@#&r").

RECITAL

Corporation desires to employ Officer as its Preisichnd Chief Executive Officer and Officer is wilj to accept such employment by
Corporation, on the terms and subject to the canditset forth in this Agreement.

AGREEMENT
THE PARTIES AGREE AS FOLLOWS:

1. DUTIES. During the term of this Agreement, Oéfiagrees to be employed by and to serve Corparasiats President and Chief
Executive Officer, and Corporation agrees to emplog retain Officer in such capacities. Officerlstiavote such of his business time,
energy, and skill to the affairs of Corporatiorshsll be necessary to perform the duties of susiktipns. Officer shall report only to
Corporation's Board of Directors and at all timasim the term of this Agreement shall have povesrs duties at least commensurate with
his position as President and Chief Executive @ffi©fficer's principal place of business with msto his services to Corporation shall be
within 35 miles of Nashville, Tennessee.

2. TERM OF EMPLOYMENT.
2.1 DEFINITIONS. For purposes of this Agreementfibllowing terms shall have the following meanings:

(a) "TERMINATION FOR CAUSE" shall mean terminatiby Corporation of Officer's employment by Corpasatby reason of Officer's
material, substantial and willful dishonesty towgritaud upon, or deliberate injury or attemptgdrinto, Corporation or by reason of
Officer's material, substantial and willful breaafthis Agreement which has resulted in materiplrinto Corporation. For purposes of this
Agreement, a termination of Officer's employmentwhe Corporation shall be deemed a Terminatidre©OThan For Cause rather than a
Termination For Cause unless and until establistye@orporation to the contrary by a final, nonagglele decision by a court of competent
jurisdiction. The Corporation shall have the burdéestablishing that any termination of Officeataployment by Corporation is
Termination For Cause.

(b) "TERMINATION OTHER THAN FOR CAUSE" shall meamy termination by Corporation of Officer's employmhéy Corporation
(other than in a Termination for Cause) and simaluide Constructive Termination of Officer's emptmnt, effective upon notice from
Officer to Corporation of such Constructive Terntioa. A failure or refusal of Corporation to extetid term of employment of Officer in
accordance with Section 2.2 hereof, other thanrasudt of circumstances which would warrant a Tiaation of Cause hereunder, shall be
deemed a Termination Other Than For Cause.

(c) "VOLUNTARY TERMINATION" shall mean terminatioby Officer of Officer's employment by Corporatiother than (i) Constructive
Termination as described in subsection 2.1(g), Ti@rmination Upon a Change in Control,"
(iii) termination by reason of Officer's death dsability as described i



Sections 2.5 and 2.6 and (iv) termination by reagaetirement by Officer upon attainment of eligjtly to retire in accordance with the
Executive Retirement Plan as in effect upon the dathis Agreement.

(d) "TERMINATION UPON A CHANGE IN CONTROL" shall men a termination by Officer of Officer's employmerith Corporation
within 24 months following a "Change in Control."

(e) "CHANGE IN CONTROL" shall mean (i) the time tH2orporation first determines that any person ahdther persons who constitute a
group (within the meaning of Section 13(d)(3) of thecurities Exchange Act of 1934 ("Exchange Adtaye acquired direct or indirect
beneficial ownership (within the meaning of Ruleld8Bunder the Exchange Act) of 20 percent or mor€arporation's outstanding securiti
unless a majority of the "Continuing Directors" epyes the acquisition not later than ten businaygs dfter Corporation makes that
determination, or (ii) the first day on which a ity of the members of Corporation's Board of Dices are not "Continuing Directors."

() "CONTINUING DIRECTORS" shall mean, as of anytel@f determination, any member of the Board oEBtiors of Corporation who (i)
was a member of that Board of Directors on Janyd§93, (ii) has been a member of that Board @é&ibrs for the two years immediately
preceding such date of determination, or (iii) wasinated for election or elected to the Board wé&tors with the affirmative vote of the
greater of (x) a majority of Continuing Directorfiaswere members of the Board at the time of suchimation or election or (y) at least four
Continuing Directors.

(g) "CONSTRUCTIVE TERMINATION" shall mean (i) anyaterial breach of this Agreement by Corporatioi;ay actual or implied
threat of discharge of Officer by Corporation undiecumstances which would not constitute a Tertiamafor Cause and which results in an
involuntary resignation of employment by Officeiii) (@ny substantial reduction in the authorityresponsibility of Officer or other substan
reduction in the terms and conditions of Officersployment under circumstances which would notfjuat Termination for Cause and whi
are not the result of a material breach by Offuafethis Agreement; (iv) any act(s) by Corporatiohigh are designed or have the effect of
rendering Officer's working conditions so intoldebr demeaning on a recurring basis that a re&a¢@mperson would resign such
employment, (v) a material adverse alteration ific®f's reporting relationships, position, respobiliies, title or status; (vi) a reduction in
Officer's compensation or a substantial reductiobenefits provided to Officer that are provideddoreferenced hereunder; (vii) relocation
of Officer to a location that is more than 35 milesm the location of the Corporation's headquarter the date this Agreement is executed.

(h) "DEFERRED COMPENSATION" or "deferred compensatishall mean any individual or group plan, progragreement or other
arrangement, whether or not a "plan” for purpogeeeEmployee Retirement Income Security Act of49'ERISA") and whether or not a
retirement plan or supplemental executive retiranpéam or additional retirement plan as contempldig

Section 3.11 of the Agreement, but which in anynéwevolves an agreement by the Corporation to npagenent(s) to Officer at a future d
as compensation for current services to the Cofiporal he term Deferred Compensation or deferredpmnsation shall include, but not be
limited to, benefits described in the HealthcaralBeTrust Incorporated Executive Retirement Ptar,1993 Employees Stock Incentive F
and the First Performance Based Restricted Stopkelmentation under the 1993 Employees Stock Ineetitlan, or any additional
implementation thereof, each as it now exists oy hexeafter be amended.

2.2 BASIC TERM. The term of employment of Officgr Borporation shall be from January 1, 1999 throDgkhember 31, 2004, unless
terminated earlier pursuant to this Section 2. Cemeing in 2000, on the first day of January of egedr, the first sentence of this Section
shall be amended by deleting the year then appe#rerein and inserting in its place the next sgbeat year.

2.3 TERMINATION FOR CAUSE. Termination For Causeynee effected by Corporation at any time duringttren of this Agreement and
shall be effected by written notification to Offic&Jpon Termination For Cause, Officer immediatghall be paid all accrued salary, bonus
compensation to the extent earned, vested defeampensation (other than pension plan or profitisgglan benefits which will be paid in
accordance



with the applicable plan), any benefits under alayg of the Corporation in which Officer is a peigiant to the full extent of Officer's rights
under such plans, accrued vacation pay and anyppgte business expenses incurred by Officer imeotion with his duties hereunder, all
to the date of termination, but Officer shall netgmid any other compensation or reimbursememykand, including without limitation,
severance compensation.

2.4 TERMINATION OTHER THAN FOR CAUSE. Notwithstamdj anything else in this Agreement, Corporation reffgct a Termination
Other Than For Cause at any time upon giving writtetice to Officer of such termination. Upon arsrifiination Other Than For Cause,
Officer shall immediately be paid all accrued saléwonus compensation to the extent earned, whethast vested without regard to such
Termination (other than pension plan or profit gi@plan benefits which will be paid in accordamdgth the applicable plan), any benefits
under any plans of the Corporation in which Offitea participant to the full extent of Officerights under such plans (including accelerated
release and full vesting of shares reserved foic@flunder Corporation's 1993 Employees Stock ltieefPlan, and any implementation
thereof), accrued vacation pay and any appropbiastness expenses incurred by Officer in conneetitim his duties hereunder, all to the
date of termination, and all severance compensatiovided in Section 4.2, but no other compensatioreimbursement of any kind.

2.5 TERMINATION BY REASON OF DISABILITY. If, duringhe term of this Agreement, Officer, in the reasue judgment of the Board
of Directors of Corporation, has failed to perfonim duties under this Agreement on account ofséner physical or mental incapacity, and
such illness or incapacity continues for a peribthore than 12 consecutive months, Corporationl $lzale the right to terminate Officer's
employment hereunder by written notification toi€éf and payment to Officer of all accrued saltgnus compensation to the extent ear
deferred compensation, whether or not vested witregard to such iliness or incapacity (other thansion plan or profit sharing plan
benefits which will be paid in accordance with #pplicable plan), any benefits under any planfiefGorporation in which Officer is a
participant to the full extent of Officer's righisader such plans (including accelerated releasdulingbsting of shares reserved for Officer
under Corporation's 1993 Employees Stock IncerRia@, and any implementation thereof), accruedti@me@ay and any appropriate
business expenses incurred by Officer in connegtiitim his duties hereunder, all to the date of ieation, with the exception of medical and
dental benefits which shall continue through thpimtion of this Agreement, but Officer shall n& paid any other compensation or
reimbursement of any kind, including without lintitm, severance compensation. Notwithstanding @¢heging, any Officer who incurs a
Disability within the contemplation of the ExecwiRetirement Plan shall accrue such additionatgissibility, post-termination benefits as
may be determined in accordance with such Plan.

2.6 DEATH. In the event of Officer's death durihg term of this Agreement, Officer's employmentidtedeemed to have terminated as of
the last day of the month during which his deattuos and Corporation shall pay to his estate dn seneficiaries as Officer may from time
to time designate all accrued salary, bonus congtimmsto the extent earned, whether or not vesiditbwt regard to such Termination (other
than pension plan or profit sharing plan benefitécl will be paid in accordance with the applicaplen), any benefits under any plans of the
Corporation in which Officer is a participant taetfull extent of Officer's rights under such pldimeluding accelerated release and full ves

of shares reserved for Officer under the Corpon&i@993 Employees Stock Incentive Plan, and amjeimentation thereof), accrued
vacation pay and any appropriate business expams@sed by Officer in connection with his dutiesraunder, all to the date of termination,
but Officer's estate shall not be paid any othenpensation or reimbursement of any kind, includiriiout limitation, severance
compensation.

2.7 VOLUNTARY TERMINATION. In the event of a Voluaty Termination, Corporation shall immediately @dlyaccrued salary, bonus
compensation to the extent earned, vested defeamgensation (other than pension plan or profitishglan benefits which will be paid in
accordance with the applicable plan), any benafitber any plans of the Corporation in which Offitea participant to the full extent of
Officer's rights under such plans, accrued vacgimnand any appropriate business expenses indoyrédficer in connection with his duties
hereunder, all to the date of termination, but tiebcompensation or reimbursement of any kinduiing without limitation, severance
compensation.



2.8 TERMINATION UPON A CHANGE IN CONTROL OR RETIREENT. In the event of (i) a Termination Upon a ChaigControl or

(i) retirement by Officer upon attainment of elidity to retire in accordance with the ExecutivetRement Plan as in effect upon the date of
this Agreement, Officer shall immediately be pdidaacrued salary, bonus compensation to the exdamted through the date of termination,
including compensation that was earned and defewbeéther or not vested without regard to the CandControl (other than pension plan
or profit sharing plan benefits which will be paidaccordance with the applicable plan), any bémeinder any plans of the Corporation in
which Officer is a participant to the full exterft@fficer's rights under such plans (including decated release and full vesting of shares
reserved for Officer under Corporation's 1993 Emppés Stock Incentive Plan, and any implementatienebf), accrued vacation pay and
appropriate business expenses incurred by Officeonnection with his duties hereunder, all todate of termination, and all severance
compensation provided in Section 4.1, but no otleenpensation or reimbursement of any kind.

2.9 NOTICE OF TERMINATION. Corporation may effectermination of this Agreement pursuant to the giowns of this Section 2 upon
giving 30 days written notice to Officer of suchnenation. Officer may effect a termination of tiligreement pursuant to the provisions of
this Section 2 upon giving 60 days written notic&brporation of such termination.

2.10 DETERMINATION OF BENEFIT UPON EARLY PAYMENT nlthe event a Participant's deferred compensatoefit becomes
vested in accordance with Sections 2.4, 2.5, 2&&rOfficer shall have the following rights andr@oration shall take appropriate action to
amend or modify its compensation arrangementsderdio cause:

(a) any deferred compensation under the Corporati®93 Employees Stock Incentive Plan shall becedtl by an immediate full vesting of
any awards granted to Officer under the Corporati®@93 Employee Stock Incentive Plan, and anyémghtation thereof; and an immed
release and full vesting of awards that have beserved by the Corporation for Officer under thegdaation's 1993 Employee Stock
Incentive Plan, and any implementation thereofitberwise, such release and vesting to be madénvatteasonable time after the relevant
event;

(b) any deferred compensation payable under a radifigd defined contribution plan shall be madeikaide for payment within an
administratively practicable time after the relevavent, in an amount equal to the then-currenklamezount balance; and

(c) any deferred compensation payable under a radifigd defined benefit plan shall be made avaddblk payment within an
administratively practicable time after the relevavent in an amount equal to the greater of @)lanefit, if any, otherwise determined in
accordance with the relevant plan, or (ii) the préwvalue of the then-accrued benefit, determinecetucing the accrued benefit from age 65
to the date as of which payment is made, usin@thearial assumptions which have been used fonéiahaccounting purposes under
generally accepted accounting principles.

3. SALARY, BENEFITS AND BONUS COMPENSATION.

3.1 BASE SALARY. As payment for the services torbrdered by Officer as provided in Section 1 arlgent to the terms and conditions of
Section 2, Corporation agrees to pay to OfficeBase Salary" for the 12 calendar months beginramgidry 1, 1999 at the rate of $425,000
per annum payable in 24 equal semi-monthly insttite. The Base Salary for each year (or portioretifgbeginning January 1, 2000 shall
be determined by the Compensation Committee oBtierd of Directors (the "Compensation Committeeljaki shall authorize an increase
in Officer's Base Salary in an amount which, atiaimmum, shall be equal to the cumulative cost-widlg increment on the Base Salary as
reported in the "Consumer Price Index, Nashvilleniessee, All Iltems," published by the U.S. Depantrof Labor. Officer's Base Salary
shall be reviewed annually by the Compensation Citteen



3.2 BONUSES. Officer shall be eligible to receivieaus for each year (or portion thereof) duringtérm of this Agreement and any
extensions thereof, with the actual amount of arghdonus to be determined by the Compensation Gibe@enin accordance with the
Corporation's Executive Variable Incentive Plar.sAlich bonuses shall be payable within 45 days #feeend of the year to which such
bonus relates. All such bonuses shall be reviewedally by the Compensation Committee.

3.3 ADDITIONAL BENEFITS. During the term of this Agement, Officer shall be entitled to the followinimge benefits:

(a) OFFICER BENEFITS. Officer shall be eligiblegarticipate in such of Corporation's benefits aefbded compensation plans as are now
generally available or later made generally avéglab executive officers of the Corporation, indhgl without limitation, Corporation's 1993
Employees Stock Incentive Plan, and any implemiamtahereof, profit sharing plans, annual physexaminations, dental and medical ple
personal catastrophe and disability insurancentiz planning, retirement plans and supplemergagcutive retirement plans, if any. For
purposes of establishing the length of service uadg benefit plans or programs of Corporationj&@ifs employment with the Corporation
will be deemed to have commenced on January 1,.1993

(b) VACATION. Officer shall be entitled to six weglof vacation during each year during the termhisf Agreement and any extensions
thereof, prorated for partial years.

(c) LIFE INSURANCE. For the term of this Agreementd any extensions thereof, Corporation shalkaxpense procure and keep in effect
term life insurance on the life of Officer, payabtesuch beneficiaries as Officer may from timéinoe designate, in the aggregate amount of
$2,000,000.00. Such policy shall be owned by Offareby a member of his immediate family.

(d) REIMBURSEMENT FOR EXPENSES. During the terntlu Agreement, Corporation shall reimburse Offiicgrreasonable and
properly documented out-of-pocket business anditar&ainment expenses incurred by Officer in cotinaavith his duties under this
Agreement.

4. SEVERANCE COMPENSATION.

4.1 SEVERANCE COMPENSATION IN THE EVENT OF A TERMAYION UPON A CHANGE IN CONTROL. In the event Office
employment is terminated in a Termination Upon ai@fe in Control, Officer shall be paid as severamepensation his Base Salary (at the
rate payable at the time of such termination),ugtothe remaining term of this Agreement and angresions thereof, on the dates specified
in Section 3.1; provided, however, that if Officelemployed by a new employer during such perioel severance compensation payable to
Officer during such period will be reduced by tmecaint of compensation that Officer is receivingiirthe new employer. However, Officer
is under no obligation to mitigate the amount oWdticer pursuant to this Section 4.1 by seekingeo#mployment or otherwise.
Notwithstanding anything in this Section 4.1 to tleatrary, Officer may in Officer's sole discretidny delivery of a notice to Corporatis
within 30 days following a Termination Upon a Charig Control, elect to receive from Corporatiomuap sum severance payment by bank
cashier's check equal to the present value oflthedf cash payments that would otherwise be pai@fficer pursuant to this

Section 4.1. However, in no event shall paymenspanmt to this Section 4.1 be less than three tBasg Salary as defined herein for the
applicable period. Such present value shall beraéted as of the date of delivery of the noticeleiction by Officer and shall be based on a
discount rate equal to the interest rate on 90L&y Treasury bills, as reported in the Wall Stiemirnal (or similar publication), on the date
of delivery of the election notice. If Officer etsdo receive a lump sum severance payment, Cdrporshall make such payment to Officer
within 10 days following the date on which Officestifies Corporation of Officer's election. In atidn to the severance payment payable
under this Section 4.1, Officer shall be paid amant equal to: (i) three times the average annoiib earned by Officer in the two years
immediately preceding the date of termination, @)dhe average annual incentive amount actuaiyned by Officer during the two years
prior to the severance. Officer shall also recéiy&ll vesting of any awards granted to Officerder the Corporation's 1993 Employees S
Incentive Plan, and any implementation thereof; @h@n immediate release of awards that have beserved by
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the Corporation for Officer under the Corporatiat®93 Employees Stock Incentive Plan, and any imptgation thereof, or otherwise, and
full vesting of such awards. Officer shall contirtoeaccrue retirement benefits and shall contiouenjoy any benefits under any plans of the
Corporation in which Officer is a participant teetfull extent of Officer's rights under such plaimgjuding any perquisites provided under
Agreement, through the remaining term of this Agrest; provided, however, that the benefits undgrsarch plans of the Corporation in
which Officer is a participant, including any sysdrquisites, shall cease upon re-employment bywaemeployer.

4.2 SEVERANCE COMPENSATION IN THE EVENT OF A TERMATION OTHER THAN FOR CAUSE. In the event Officer's
employment is terminated in a Termination OtherrTfa Cause, Officer shall be paid as severancepeosation his Base Salary (at the rate
payable at the time of such termination), for aqukof three years from the date of such termimatom the dates specified in Section 3.1;
provided, however, that if Officer is employed byew employer during such period, the severancepeasation payable to Officer during
such period will be reduced by the amount of corsp&an that Officer is receiving from the new enyglio Notwithstanding anything in this
Section 4.2 to the contrary, Officer may in Offisesole discretion, by delivery of a notice to Gogtion within 30 days following a
Termination Other Than for Cause, elect to rec&ivm Corporation a lump sum severance payment hi bashier's check equal to the
present value of the flow of cash payments thatlvotherwise be paid to Officer pursuant to thist®a 4.2. However, in no event shall
payment pursuant to this Section 4.2 be less tmae times Base Salary as defined herein for thicaple period. Such present value shall
be determined as of the date of delivery of théceadf election by Officer and shall be based alisaount rate equal to the interest rate on 90
day U.S. Treasury bills, as reported in the Wakk&t Journal (or similar publication), on the datelelivery of the election notice. If Officer
elects to receive a lump sum severance paymenpo@aiion shall make such payment to Officer wittein days following the date on which
Officer notifies Corporation of Officer's electiom addition to the severance payment payable uthiteSection 4.2, Officer shall be paid an
amount equal to two times the average annual beaused by Officer in the two years immediately pding the date of termination and
Officer shall also receive (i) full vesting of aayards granted to Officer under Corporation's 1B8®loyees Stock Incentive Plan, and any
implementation thereof; and (ii) an immediate reteaf awards that have been reserved for Officdeuthe Corporation's 1993 Employees
Stock Incentive Plan, and any implementation thiei@ootherwise, and full vesting of such award&ider shall be entitled to accelerated
vesting of any Accrued Benefit under each Defe@edchpensation plan. Notwithstanding the foregoimmtinued benefit accrual shall not
apply in the case of any tax-qualified retiremdanpf such accrual would adversely affect the galified status of such plan; provided,
however, that the benefit which would otherwiseénbeen contributed by the Corporation to the accottine Officer in any tax-qualified
defined contribution and the single sum value eflienefit plan shall be paid by the CorporatiotheoOfficer as each such contribution or
benefit would have been made or accrued, as apjgdicassuming that the Officer had remained empl@yea full-time basis with a rate of
pay equal to his Base Salary. In the case of a ifetion Other Than for Cause by reason of the disabf the Participant, and if the
Participant is retired for Disability under the Exéve Retirement Plan, then the Officer will conitg to accrue benefits as provided in the
Executive Retirement Plan at the time he incurfigability, notwithstanding any subsequent nontarial employment.

4.3 NO SEVERANCE COMPENSATION UPON OTHER TERMINATND In the event of a Voluntary Termination, Termtioa For Cause
termination by reason of Officer's disability puastito Section 2.5, or termination by reason ofd@ffs death pursuant to Section 2.6, Officer
or his estate shall not be paid any severance cosatien and shall receive only the benefits asigealin the appropriate section of Article
applicable to the respective termination.

4.4 ADDITIONAL PAYMENTS DUE TO CHANGE IN CONTROL.

(a) Gross Up Payment. Anything in this Agreemernthtocontrary notwithstanding, in the event it baldetermined that any payment or
distribution by or on behalf of the Corporationaiofor the benefit of Employee as a result of aafae in control," as defined in Section 2€
of the Internal Revenue Code of 1986, as amentied'Gode"), involving the Corporation or its affites (whether paid or payable or
distributed or distributable pursuant to the teohthis Agreement or otherwise, but determined auitiregard to any additional payments
required under this Section

4.4 (a "Payment")) would be subject to the exdseimposed by Section 4999 of the Code, or anyester penalties are incurred by Officer
with respect to such excise tax (such excise tapether



with any such interest and penalties, are herainatillectively referred to as the "Excise Taxtgn Officer shall be entitled to receive an
additional payment (a "Gross-Up Payment") in an amauch that after payment by Officer of all tagesluding any interest or penalties
imposed with respect to such taxes), includinghatit limitation, any income taxes (and any intesast penalties imposed with respect
thereto) and Excise Tax imposed upon the Grossdyment, Officer retains an amount of the Gross-dpnfent equal to the Excise Tax
imposed upon the Payments.

(b) Tax Opinion. Subject to the provisions of Sewcté.4(c), all determinations required to be maudeun this Section 4.4, including whether
and when a Gross-Up Payment is required and thestnod such Gross-Up Payment and the assumptioe tdilized in arriving at such
determination, shall be made by a nationally reemghaccounting firm or law firm selected by ther@wation (the "Tax Firm"); provided,
however, that the Tax Firm shall not determine titmExcise Tax is payable by Officer unless it\ais to Officer a written opinion (the "T.
Opinion") that failure to pay the Excise Tax anddport the Excise Tax and the payments potentiibject thereto on or with Officer's
applicable federal income tax return will not résanlthe imposition of an accuracy-related or otpenalty on Officer. All fees and expenses
of the Tax Firm shall be borne solely by the Cogpion. Within 15 business days of the receipt dfagofrom Officer that there has been a
Payment, or such earlier time as is requesteddZtirporation, the Tax Firm shall make all deteations required under this Section 4.4,
shall provide to the Corporation and Officer a terntreport setting forth such determinations, togetith detailed supporting calculations,
and, if the Tax Firm determines that no Excise iBgxayable, shall deliver the Tax Opinion to Officeny Gross-Up Payment, as determined
pursuant to this Section 4.4, shall be paid byGbeporation to Officer within fifteen days of theceipt of the Tax Firm's determination.
Subject to the remainder of this Section 4.4, agtgnination by the Tax Firm shall be binding uplo@ Corporation and Officer; provided,
however, that Officer shall only be bound to theeakthat the determinations of the Tax Firm hedaunincluding the determinations mad:
the Tax Opinion, are reasonable and reasonablyosigepby applicable law. As a result of the undetyain the application of Section 4999
the Code at the time of the initial determinatigrtie Tax Firm hereunder, it is possible that GildpsPayments which will not have been
made by the Corporation should have been made €tpagment"), consistent with the calculations regpito be made hereunder. In the
event that it is ultimately determined in accordamdth the procedures set forth in Section 4.4{a} Officer is required to make a payment of
any Excise Tax, the Tax Firm shall reasonably deitez the amount of the Underpayment that has oedwand any such Underpayment shall
be promptly paid by the Corporation to or for themeéfit of Officer. In determining the reasonablenesTax Firm's determinations hereunc
and the effect thereof, Officer shall be provide@a@sonable opportunity to review such determinatioith Tax Firm and Officer's tax
counsel. Tax Firm's determinations hereunder, had’ax Opinion, shall not be deemed reasonablé@fiiter's reasonable objections and
comments thereto have been satisfactorily accomtaddsy Tax Firm.

(c) Notice of IRS Claim. Officer shall notify theoporation in writing of any claims by the Interi@venue Service that, if successful, wc
require the payment by the Corporation of the GkdgdPayment. Such notification shall be given amsas practicable but no later than 30
calendar days after Officer actually receives moiicwriting of such claim and shall apprise theg@wation of the nature of such claim and
the date on which such claim is requested to be paovided, however, that the failure of Officerrtotify the Corporation of such claim (or
to provide any required information with respeer#to) shall not affect any rights granted to @ffiander this

Section 4.4 except to the extent that the Corpamat materially prejudiced in the defense of sdelim as a direct result of such failure.
Officer shall not pay such claim prior to the egpion of the 30day period following the date on which he givestsnotice to the Corporatit
(or such shorter period ending on the date thatpayynent of taxes with respect to such claim ig.dfithe Corporation notifies Officer in
writing prior to the expiration of such period thiadlesires to contest such claim, Officer shallati®f the following:

I. give the Corporation any information reasonaielguested by the Corporation relating to such glaim

. take such action in connection with contestsugh claim as the Corporation shall reasonablyastjn writing from time to time,
including, without limitation, accepting legal regentation with respect to such claim by an atiosstected by the Corporation and
reasonably acceptable to Officer;

lll. cooperate with the Corporation in good faitharder effectively to contest such claim;
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IV. if the Corporation elects not to assume andrmbithe defense of such claim, permit the Corgorato participate in any proceedings
relating to such claim;

provided, however, that the Corporation shall teeat pay directly all costs and expenses (includihdjtional interest and penalties) incurred
in connection with such contest and shall indemaifyg hold Officer harmless, on an after-tax bdeisany Excise Tax or income tax
(including interest and penalties with respectél@rimposed as a result of such representatiompayhent of costs and expenses. Without
limiting the foregoing provisions of this

Section 4.4, the Corporation shall have the righits sole option, to assume the defense of anttaall proceedings in connection with s
contest, in which case it may pursue or foregoarty all administrative appeals, proceedings, hgaramd conferences with the taxing
authority in respect of such claim and may eithexad Officer to pay the tax claimed and sue foefand or contest the claim in any
permissible manner, and Officer agrees to prosesudk contest to a determination before any adimdtiige tribunal, in a court of initial
jurisdiction and in one or more appellate coursstree Corporation shall determine; provided, howetmat if the Corporation directs Offic

to pay such claim and sue for a refund, the Cotfmrahall advance the amount of such payment fiw®f on an interest-free basis and shall
indemnify and hold Officer harmless, on an afterftasis, from any Excise Tax or income tax (inahgdinterest or penalties with respect
thereto) imposed with respect to such advance ibr iespect to any imputed income with respect th sidvance; and further provided that
any extension of the statute of limitations relgtio payment of taxes for the taxable year of @ffiwith respect to which such contested
amount is claimed to be due is limited solely tolsaontested amount. Furthermore, the Corporatiatis to assume the defense of and
control the contest shall be limited to issues wétspect to which a Gross-Up Payment would be gayedreunder and Officer shall be
entitled to settle or contest, as the case magrepther issue raised by the Internal Revenuei&eor any other taxing authority.

(d) Right to Tax Refund. If, after the receipt bffiGer of an amount advanced by the Corporatiorspant to Section 4.4, Officer becomes
entitled to receive any refund with respect to stlaim, Officer shall

(subject to the Corporation's complying with thguigements of Section 4.4(c)) promptly pay to tlergdration the amount of such refund
(together with any interest paid or credited tharafter taxes applicable thereto). If, after theeipt by Officer of an amount advanced by the
Corporation pursuant to Section 4.4(c), a detertiinas made that Officer is not entitled to a reduvith respect to such claim and the
Corporation does not notify Officer in writing d&iintent to contest such denial of refund prioth® expiration of 30 days after such
determination, then such advance shall, to thenexifesuch denial, be forgiven and shall not besiregl to be repaid and the amount of
forgiven advance shall offset, to the extent thirb@ amount of Gross-Up Payment required to be. pa

5. NON-COMPETITION; DISCLOSURE OF INVESTMENTS. Dug the term of this Agreement, including the peribdny, during which
Officer shall be entitled to severance compensagiiosuant to Section 4.2, Officer shall not engageny activity competitive with the
Corporation. Simultaneously with Officer's executif this Agreement and upon each anniversaryetiifiective Date, Officer shall notify
the Chairman of the Compensation Committee of #tare and extent of Officer's investments, stodilihgs, employment as an employee,
director, or any similar interest in any businessmterprise other than Corporation; provided, hawvethat Officer shall have no obligation
disclose any investment under $100,000 in valuengrholdings of publicly traded securities whick aot in excess of one percent of the
outstanding class of such securities. Notwithstagdiny provision herein to the contrary, the reBtms and covenants of this Section 5 shall
not apply in the event of a Termination Upon a Gfeaim Control.

6. MISCELLANEOUS.

6.1 Payment Obligations. Corporation's obligatiopay Officer the compensation and to make thengements provided herein shall be
unconditional, and Officer shall have no obligatiehatsoever to mitigate damages hereunder. |&litig after a Change in Control shall be
brought to enforce or interpret any provision cargd herein, Corporation, to the extent permittg@pplicable law and the Corporation's
Articles of Incorporation and Bylaws, hereby indéfies Officer for Officer's reasonable attorneyee$ and disbursements incurred in such
litigation.



6.2 CONFIDENTIALITY. Officer agrees that all conédtial and proprietary information relating to thesiness of Corporation shall be kept
and treated as confidential both during and aftertérm of this Agreement, except as may be paxditt writing by Corporation's Board of
Directors or as such information is within the paldomain or comes within the public domain withaay breach of this Agreement.

6.3 WAIVER. The waiver of the breach of any prowisiof this Agreement shall not operate or be coestias a waiver of any subsequent
breach of the same or other provision hereof.

6.4 ENTIRE AGREEMENT; MODIFICATIONS. Except as otlhgse provided herein, this Agreement represerg<etitire understanding
among the parties with respect to the subject maéeeof, and this Agreement supersedes any apdiatlunderstandings, agreements, plans
and negotiations, whether written or oral, withpexs to the subject matter hereof, including withouitation, any understandings,
agreements or obligations respecting any pasttardicompensation, bonuses, reimbursements or p#yanents to Officer from Corporatic

All modifications to the Agreement must be in wrgiand signed by the party against whom enforcewiesuch modification is sought.

6.5 NOTICES. All notices and other communicationder this Agreement shall be in writing and shallgiven by telegraph or first class
mail, certified or registered with return receiptjuested, and shall be deemed to have been déy thivee days after mailing or 12 hours
after transmission of a telegram to the respeg@rsons named below:

If to Corporation:

Healthcare Realty Trust Incorporated
3310 West End Avenue
Nashville, Tennessee 37203

Phone: (615) 269-8175
Fax: (615) 269-8122

If to Officer:

Mr. David R. Emery
108 Bonaventure Place
Nashville, Tennessee 37205

Any party may change such party's address for @ty notice duly give pursuant to this Section 6.5

6.6 HEADINGS. The Section headings herein are bdrfor reference and shall not by themselves uhétierthe construction or
interpretation of this Agreement.

6.7 GOVERNING LAW. This Agreement shall be goveridand construed in accordance with the laws @f3tate of Tennessee.

6.8 ARBITRATION. Any controversy or claim arisingioof or relating to this Agreement, or breach ¢oéy shall be settled by arbitration in
Nashville, Tennessee in accordance with the RiléseoAmerican Arbitration Association, and judgrhapon any proper award rendered
the Arbitrators may be entered in any court hayimgdiction thereof. There shall be three arbdraf one to be chosen directly by each party
at will, and the third arbitrator to be selectedthy two arbitrators so chosen. To the extent gerthby the Rules of the American Arbitration
Association, the selected arbitrators may graniteble relief. Each party shall pay the fees ofdhatrator selected by him and of his own
attorneys, and the expenses of his witnesses hathal expenses connected with the presentatitisafase. The cost of the arbitration
including the cost of the record or transcriptgdiog, if any, administrative fees, and all othezsf@and costs shall be borne equally by the
parties. To the extent that Officer prevails wiéspect to any portion of an arbitration award, €ffishall be reimbursed by the

9



Corporation for the costs and expenses incurre@ffiger in connection with the arbitration in an @nmt proportionate to the award to Offi
as compared to the amount in dispute.

6.9 SEVERABILITY. Should a court or other body afnepetent jurisdiction determine that any provisidithis Agreement is excessive in
scope or otherwise invalid or unenforceable, suolipion shall be adjusted rather than voidedpggible, and all other provisions of this
Agreement shall be deemed valid and enforcealileetextent possible.

6.10 SURVIVAL OF CORPORATION'S OBLIGATIONS. Corpdian's obligations hereunder shall not be termithdig reason of any
liquidation, dissolution, bankruptcy, cessatiorbasiness, or similar event relating to the CorporatThis Agreement shall not be terminated
by any merger or consolidation or other reorgaionanf the Corporation. In the event any such mergensolidation or reorganization shall
be accomplished by transfer of stock or by transferssets or otherwise, the provisions of thise&gnent shall be binding upon and inure to
the benefit of the surviving or resulting corpooatior person. This Agreement shall be binding ugnmeh inure to the benefit of the executors,
administrators, heirs, successors and assign® gfatties; provided, however, that except as hengimessly provided, this Agreement shall
not be assignable either by the Corporation (eximeah affiliate of the Corporation in which ev&udrporation shall remain liable if the
affiliate fails to meet any obligations to make pants or provide benefits or otherwise) or by Qfffic

6.11 COUNTERPARTS. This Agreement may be executexhe or more counterparts, all of which taken tiogleshall constitute one and
same Agreement.

6.12 WITHHOLDINGS. All compensation and benefitQQéficer hereunder shall be reduced only by alkfed] state, local and other
withholdings and similar taxes and payments thataquired by applicable law. Except as otherwpeiically agreed by Officer, no other
offsets or withholdings shall apply to reduce thgment of compensation and benefits hereunder.

6.13 INDEMNIFICATION. In addition to any rights iademnification to which Officer is entitled to uerdthe Corporation's Articles of
Incorporation and Bylaws, Corporation shall indeipffficer at all times during and after the terifrtliis Agreement to the maximum extent
permitted under Section 2-418 of the General Cerpam Law of the State of Maryland or any succegsovision thereof and any other
applicable state law, and shall pay Officer's esperin defending any civil or criminal action, soit proceeding in advance of the final
disposition of such action, suit, or proceedinght® maximum extent permitted under such applicataite laws.

IN WITNESS WHEREOF, the parties hereto have exeatthis Agreement effective as of the day and yiestr dbove written.

CORPORATION:
HEALTHCARE REALTY TRUST INCORPORATED

Name: Roger O West
Title: Executive Vice President
Date: Novenber 1, 1999

OFFICER:

David R Enery
Dat e: Novenber 1, 1999



EXHIBIT 10.10

HEALTHCARE REALTY TRUST
INCORPORATED

AMENDED AND RESTATED EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT (the "Agreement") is maded entered into as of January 1, 2000 ("Effediia&e") by and between
HEALTHCARE REALTY TRUST INCORPORATED, a Maryland qmration ("Corporation"), and Roger O. West ("O#i").

RECITAL

Corporation desires to employ Officer as its ExaeuVice President and General Counsel and Offgiilling to accept such employment
by Corporation, on the terms and subject to thelitmms set forth in this Agreement.

AGREEMENT
THE PARTIES AGREE AS FOLLOWS:

1. DUTIES. During the term of this Agreement, Odfiagrees to be employed by and to serve Corparasiats Executive Vice President and
General Counsel, and Corporation agrees to empidyetain Officer in such capacities. Officer stu#l/ote such of his business time,
energy, and skill to the affairs of Corporatiorshsll be necessary to perform the duties of susktipns. Officer shall report only to
Corporation's Board of Directors and/or Presidexwt at all times during the term of this Agreemdralshave powers and duties at least
commensurate with his position as Executive VigesRient and General Counsel. Officer's principatelof business with respect to his
services to Corporation shall be within 35 miledNakhville, Tennessee.

2. TERM OF EMPLOYMENT.
2.1 DEFINITIONS. For purposes of this Agreementfibilowing terms shall have the following meanings:

(a) "TERMINATION FOR CAUSE" shall mean terminatiby Corporation of Officer's employment by Corpasatby reason of Officer's
material, substantial and willful dishonesty towgritaud upon, or deliberate injury or attemptgdrinto, Corporation or by reason of
Officer's material, substantial and willful breaafthis Agreement which has resulted in materiplrinto Corporation. For purposes of this
Agreement, a termination of Officer's employmentwhe Corporation shall be deemed a Terminatidre©OThan For Cause rather than a
Termination For Cause unless and until establislye@orporation to the contrary by a final, nonagglele decision by a court of competent
jurisdiction. The Corporation shall have the burdéestablishing that any termination of Officeataployment by Corporation is
Termination For Cause.

(b) "TERMINATION OTHER THAN FOR CAUSE" shall meamy termination by Corporation of Officer's employmhéy Corporation
(other than in a Termination for Cause) and simaluide Constructive Termination of Officer's emptmnt, effective upon notice from
Officer to Corporation of such Constructive Terntioa. A failure or refusal of Corporation to extetid term of employment of Officer in
accordance with Section 2.2 hereof, other thanrasudt of circumstances which would warrant a Tiaation of Cause hereunder, shall be
deemed a Termination Other Than For Cause.

(c) "VOLUNTARY TERMINATION" shall mean terminatioby Officer of Officer's employment by Corporatiother than (i) Constructive
Termination as described in subsection 2.1(g)



"Termination Upon a Change in Control," (iii) termation by reason of Officer's death or disabilisyd@scribed in Sections 2.5 and 2.6 and
(iv) termination by reason of retirement by Offiegron attainment of eligibility to retire in accarte with the Executive Retirement Plan as
in effect upon the date of this Agreement.

(d) "TERMINATION UPON A CHANGE IN CONTROL" shall man a termination by Officer of Officer's employmevith Corporation
within 24 months following a "Change in Control."

(e) "CHANGE IN CONTROL" shall mean (i) the time tH2orporation first determines that any person ahdther persons who constitute a
group (within the meaning of Section 13(d)(3) of thecurities Exchange Act of 1934 ("Exchange Adtaye acquired direct or indirect
beneficial ownership (within the meaning of Ruleli3Bunder the Exchange Act) of 20 percent or mor@arporation's outstanding securit|
unless a majority of the "Continuing Directors" epyes the acquisition not later than ten busineygs a@fter Corporation makes that
determination, or (ii) the first day on which a ity of the members of Corporation's Board of Dices are not "Continuing Directors."

() "CONTINUING DIRECTORS" shall mean, as of anytel@f determination, any member of the Board oEBtiors of Corporation who (i)
was a member of that Board of Directors on Janyd§93, (ii) has been a member of that Board @é&ibrs for the two years immediately
preceding such date of determination, or (iii) waminated for election or elected to the Board wé&tors with the affirmative vote of the
greater of (x) a majority of Continuing Directorfiavwere members of the Board at the time of suchimation or election or (y) at least four
Continuing Directors.

(g) "CONSTRUCTIVE TERMINATION" shall mean (i) anyaterial breach of this Agreement by Corporatioi;ay actual or implied
threat of discharge of Officer by Corporation undiecumstances which would not constitute a Tertmmafor Cause and which results in an
involuntary resignation of employment by Officeiii) (@ny substantial reduction in the authorityresponsibility of Officer or other substan
reduction in the terms and conditions of Officersployment under circumstances which would notfjuat Termination for Cause and whi
are not the result of a material breach by Offuafethis Agreement; (iv) any act(s) by Corporatiohigh are designed or have the effect of
rendering Officer's working conditions so intoldeabr demeaning on a recurring basis that a reéd®person would resign such
employment, (v) a material adverse alteration ific®f's reporting relationships, position, respobiliies, title or status; (vi) a reduction in
Officer's compensation or a substantial reductiobenefits provided to Officer that are provideddoreferenced hereunder; (vii) relocation
of Officer to a location that is more than 35 mifiemm the location of the Corporation's headquarter the date this Agreement is executed.

(h) "DEFERRED COMPENSATION" or "deferred compensatishall mean any individual or group plan, pragragreement or other
arrangement, whether or not a "plan” for purpogeeeEmployee Retirement Income Security Act of49'ERISA") and whether or not a
retirement plan or supplemental executive retiranpéam or additional retirement plan as contempldig

Section 3.11 of the Agreement, but which in anyn¢wevolves an agreement by the Corporation to npeement(s) to Officer at a future d
as compensation for current services to the Cofiporal he term Deferred Compensation or deferredpmnsation shall include, but not be
limited to, benefits described in the HealthcaralBeTrust Incorporated Executive Retirement Ptar,1993 Employees Stock Incentive F
and the First Performance Based Restricted Stopkelmentation under the 1993 Employees Stock Ineettlan, or any additional
implementation thereof, each as it now exists oy hexreafter be amended.

2.2 BASIC TERM. The term of employment of Officer 6orporation shall be from January 1, 1999 throDglember 31, 2004, unless
terminated earlier pursuant to this Section 2. Cemeing in 2000, on the first day of January of egedr, the first sentence of this Section
shall be amended by deleting the year then appe#rerein and inserting in its place the next sgbeat year.

2.3 TERMINATION FOR CAUSE. Termination For Causeynee effected by Corporation at any time duringttren of this Agreement and
shall be effected by written notification to Offic&Jpon Termination For Cause, Officer immediatahall be paid all accrued salary, bonus
compensation to the extent earned, vested



deferred compensation (other than pension plamddit gharing plan benefits which will be paid iocerdance with the applicable plan), any
benefits under any plans of the Corporation in Wiiidficer is a participant to the full extent offt@er's rights under such plans, accrued
vacation pay and any appropriate business expams@sed by Officer in connection with his dutiesraunder, all to the date of termination,
but Officer shall not be paid any other compensatioreimbursement of any kind, including withauatitation, severance compensation.

2.4 TERMINATION OTHER THAN FOR CAUSE. Notwithstanmdj anything else in this Agreement, Corporation reffgct a Termination
Other Than For Cause at any time upon giving writtetice to Officer of such termination. Upon amsrifiination Other Than For Cause,
Officer shall immediately be paid all accrued salémonus compensation to the extent earned, whethast vested without regard to such
Termination (other than pension plan or profit gi@plan benefits which will be paid in accordamdgth the applicable plan), any benefits
under any plans of the Corporation in which Offitea participant to the full extent of Officerights under such plans (including accelerated
release and full vesting of shares reserved foic@flunder Corporation's 1993 Employees Stock ltieefPlan, and any implementation
thereof), accrued vacation pay and any appropbiastness expenses incurred by Officer in conneetitim his duties hereunder, all to the
date of termination, and all severance compensatiovided in Section 4.2, but no other compensatioreimbursement of any kind.

2.5 TERMINATION BY REASON OF DISABILITY. If, duringhe term of this Agreement, Officer, in the reasue judgment of the Board
of Directors of Corporation, has failed to perfonim duties under this Agreement on account of séner physical or mental incapacity, and
such illness or incapacity continues for a peribthore than 12 consecutive months, Corporationl $lzale the right to terminate Officer's
employment hereunder by written notification toi€éf and payment to Officer of all accrued saltgnus compensation to the extent ear
deferred compensation, whether or not vested witregard to such iliness or incapacity (other thansion plan or profit sharing plan
benefits which will be paid in accordance with #pplicable plan), any benefits under any planfiefGorporation in which Officer is a
participant to the full extent of Officer's righisader such plans (including accelerated releasdulingbsting of shares reserved for Officer
under Corporation's 1993 Employees Stock IncerRia@, and any implementation thereof), accruedti@me@ay and any appropriate
business expenses incurred by Officer in connegtiitim his duties hereunder, all to the date of ieation, with the exception of medical and
dental benefits which shall continue through thpimtion of this Agreement, but Officer shall n& paid any other compensation or
reimbursement of any kind, including without lintitm, severance compensation. Notwithstanding @¢heging, any Officer who incurs a
Disability within the contemplation of the ExecwiRetirement Plan shall accrue such additionatgissibility, post-termination benefits as
may be determined in accordance with such Plan.

2.6 DEATH. In the event of Officer's death durihg term of this Agreement, Officer's employmentidtedeemed to have terminated as of
the last day of the month during which his deattuos and Corporation shall pay to his estate dn seneficiaries as Officer may from time
to time designate all accrued salary, bonus congtimmsto the extent earned, whether or not vesiditbwt regard to such Termination (other
than pension plan or profit sharing plan benefitécl will be paid in accordance with the applicaplen), any benefits under any plans of the
Corporation in which Officer is a participant taetfull extent of Officer's rights under such pldimeluding accelerated release and full ves

of shares reserved for Officer under the Corpon&i@993 Employees Stock Incentive Plan, and amjeimentation thereof), accrued
vacation pay and any appropriate business expams@sed by Officer in connection with his dutiesraunder, all to the date of termination,
but Officer's estate shall not be paid any othenpensation or reimbursement of any kind, includiriiout limitation, severance
compensation.

2.7 VOLUNTARY TERMINATION. In the event of a Voluaty Termination, Corporation shall immediately @dlyaccrued salary, bonus
compensation to the extent earned, vested defeamgensation (other than pension plan or profitishglan benefits which will be paid in
accordance with the applicable plan), any benafitber any plans of the Corporation in which Offitea participant to the full extent of
Officer's rights under such plans, accrued vacgimnand any appropriate business expenses indoyrédficer in connection with his duties
hereunder, all to the date of termination, but tiebcompensation or reimbursement of any kinduiing without limitation, severance
compensation.



2.8 TERMINATION UPON A CHANGE IN CONTROL OR RETIREENT. In the event of (i) a Termination Upon a ChaigControl or

(i) retirement by Officer upon attainment of elidity to retire in accordance with the ExecutivetRement Plan as in effect upon the date of
this Agreement, Officer shall immediately be pdidaacrued salary, bonus compensation to the exdamted through the date of termination,
including compensation that was earned and defewbeéther or not vested without regard to the CandControl (other than pension plan
or profit sharing plan benefits which will be paidaccordance with the applicable plan), any bémeinder any plans of the Corporation in
which Officer is a participant to the full exterft@fficer's rights under such plans (including decated release and full vesting of shares
reserved for Officer under Corporation's 1993 Emppés Stock Incentive Plan, and any implementatienebf), accrued vacation pay and
appropriate business expenses incurred by Officeonnection with his duties hereunder, all todate of termination, and all severance
compensation provided in Section 4.1, but no otleenpensation or reimbursement of any kind.

2.9 NOTICE OF TERMINATION. Corporation may effectermination of this Agreement pursuant to the giowns of this Section 2 upon
giving 30 days written notice to Officer of suchnenation. Officer may effect a termination of tiligreement pursuant to the provisions of
this Section 2 upon giving 60 days written notic&brporation of such termination.

2.10 DETERMINATION OF BENEFIT UPON EARLY PAYMENT nlthe event a Participant's deferred compensatoefit becomes
vested in accordance with Sections 2.4, 2.5, 2&&rOfficer shall have the following rights andr@oration shall take appropriate action to
amend or modify its compensation arrangementsderdio cause:

(a) any deferred compensation under the Corporati®93 Employees Stock Incentive Plan shall becedtl by an immediate full vesting of
any awards granted to Officer under the Corporati®@93 Employee Stock Incentive Plan, and anyémghtation thereof; and an immed
release and full vesting of awards that have beserved by the Corporation for Officer under thegdaation's 1993 Employee Stock
Incentive Plan, and any implementation thereofitberwise, such release and vesting to be madénvatteasonable time after the relevant
event;

(b) any deferred compensation payable under a radifigd defined contribution plan shall be madeikaide for payment within an
administratively practicable time after the relevavent, in an amount equal to the then-currenklamezount balance; and

(c) any deferred compensation payable under a radifigd defined benefit plan shall be made avaddbl payment within an
administratively practicable time after the relevavent in an amount equal to the greater of @)lanefit, if any, otherwise determined in
accordance with the relevant plan, or (ii) the préwvalue of the then-accrued benefit, determinecetucing the accrued benefit from age 65
to the date as of which payment is made, usin@thearial assumptions which have been used fonéiahaccounting purposes under
generally accepted accounting principles.

3. SALARY, BENEFITS AND BONUS COMPENSATION.

3.1 BASE SALARY. As payment for the services torbrdered by Officer as provided in Section 1 arlgent to the terms and conditions of
Section 2, Corporation agrees to pay to OfficeBase Salary" for the 12 calendar months beginramgidry 1, 1999 at the rate of $275,000
per annum payable in 24 equal semi-monthly insttite. The Base Salary for each year (or portioretifgbeginning January 1, 2000 shall
be determined by the Compensation Committee oBtierd of Directors (the "Compensation Committeeljaki shall authorize an increase
in Officer's Base Salary in an amount which, atiaimmum, shall be equal to the cumulative cost-widlg increment on the Base Salary as
reported in the "Consumer Price Index, Nashvilleniessee, All Iltems," published by the U.S. Depantrof Labor. Officer's Base Salary
shall be reviewed annually by the Compensation Citteen



3.2 BONUSES. Officer shall be eligible to receivieaus for each year (or portion thereof) duringtérm of this Agreement and any
extensions thereof, with the actual amount of arghdonus to be determined by the Compensation Gibe@enin accordance with the
Corporation's Executive Variable Incentive Plar.sAlich bonuses shall be payable within 45 days #feeend of the year to which such
bonus relates. All such bonuses shall be reviewedally by the Compensation Committee.

3.3 ADDITIONAL BENEFITS. During the term of this Agement, Officer shall be entitled to the followinimge benefits:

(a) OFFICER BENEFITS. Officer shall be eligiblegarticipate in such of Corporation's benefits aefbded compensation plans as are now
generally available or later made generally avéglab executive officers of the Corporation, indhgl without limitation, Corporation's 1993
Employees Stock Incentive Plan, and any implememtahereof,, profit sharing plans, annual physeeaminations, dental and medical
plans, personal catastrophe and disability ins@wafirtancial planning, retirement plans and suppgletary executive retirement plans, if any.
For purposes of establishing the length of seruitder any benefit plans or programs of Corporat@fficer's employment with the
Corporation will be deemed to have commenced on Map94.

(b) VACATION. Officer shall be entitled to six weglof vacation during each year during the termhisf Agreement and any extensions
thereof, prorated for partial years.

(c) LIFE INSURANCE. For the term of this Agreementd any extensions thereof, Corporation shalkaxpense procure and keep in effect
term life insurance on the life of Officer, payabtesuch beneficiaries as Officer may from timéinoe designate, in the aggregate amount of
$1,500,000. Such policy shall be owned by Officebypa member of his immediate family.

(d) REIMBURSEMENT FOR EXPENSES. During the terntlu Agreement, Corporation shall reimburse Offiicgrreasonable and
properly documented out-of-pocket business anditar&ainment expenses incurred by Officer in cotinaavith his duties under this
Agreement.

4. SEVERANCE COMPENSATION.

4.1 SEVERANCE COMPENSATION IN THE EVENT OF A TERMAYION UPON A CHANGE IN CONTROL. In the event Office
employment is terminated in a Termination Upon ai@fe in Control, Officer shall be paid as severamepensation his Base Salary (at the
rate payable at the time of such termination),ugtothe remaining term of this Agreement and angresions thereof, on the dates specified
in Section 3.1; provided, however, that if Officelemployed by a new employer during such perioel severance compensation payable to
Officer during such period will be reduced by tmecaint of compensation that Officer is receivingiirthe new employer. However, Officer
is under no obligation to mitigate the amount oWéficer pursuant to this Section 4.1 by seekingeo#mployment or otherwise.
Notwithstanding anything in this Section 4.1 to tleatrary, Officer may in Officer's sole discretidny delivery of a notice to Corporatis
within 30 days following a Termination Upon a Charig Control, elect to receive from Corporatiomuap sum severance payment by bank
cashier's check equal to the present value oflthedf cash payments that would otherwise be pai@fficer pursuant to this

Section 4.1. However, in no event shall paymenspanmt to this Section 4.1 be less than three tBasg Salary as defined herein for the
applicable period. Such present value shall beraéted as of the date of delivery of the noticeleiction by Officer and shall be based on a
discount rate equal to the interest rate on 90L&y Treasury bills, as reported in the Wall Stiemirnal (or similar publication), on the date
of delivery of the election notice. If Officer etsdo receive a lump sum severance payment, Cdrporshall make such payment to Officer
within 10 days following the date on which Officestifies Corporation of Officer's election. In atidn to the severance payment payable
under this Section 4.1, Officer shall be paid amant equal to: (i) three times the average annoiib earned by Officer in the two years
immediately preceding the date of termination, @)dhe average annual incentive amount actuaiyned by Officer during the two years
prior to the severance. Officer shall also recéiy&ll vesting of any awards granted to Officerder the Corporation's 1993 Employees S
Incentive Plan, and any implementation thereof; @h@n immediate release of awards that have beserved by
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the Corporation for Officer under the Corporatiat®93 Employees Stock Incentive Plan, and any imptgation thereof, or otherwise, and
full vesting of such awards. Officer shall contirtoeaccrue retirement benefits and shall contiouenjoy any benefits under any plans of the
Corporation in which Officer is a participant teetfull extent of Officer's rights under such plaimgjuding any perquisites provided under
Agreement, through the remaining term of this Agrest; provided, however, that the benefits undgrsarch plans of the Corporation in
which Officer is a participant, including any sysdrquisites, shall cease upon re-employment bywaemeployer.

4.2 SEVERANCE COMPENSATION IN THE EVENT OF A TERMATION OTHER THAN FOR CAUSE. In the event Officer's
employment is terminated in a Termination OtherrTfa Cause, Officer shall be paid as severancepeosation his Base Salary (at the rate
payable at the time of such termination), for aqukof three years from the date of such termimatom the dates specified in Section 3.1;
provided, however, that if Officer is employed byew employer during such period, the severancepeasation payable to Officer during
such period will be reduced by the amount of corsp&an that Officer is receiving from the new enyglio Notwithstanding anything in this
Section 4.2 to the contrary, Officer may in Offisesole discretion, by delivery of a notice to Gogtion within 30 days following a
Termination Other Than for Cause, elect to rec&ivm Corporation a lump sum severance payment hi bashier's check equal to the
present value of the flow of cash payments thatlvotherwise be paid to Officer pursuant to thist®a 4.2. However, in no event shall
payment pursuant to this Section 4.2 be less tmae times Base Salary as defined herein for thicaple period. Such present value shall
be determined as of the date of delivery of théceadf election by Officer and shall be based alisaount rate equal to the interest rate on 90
day U.S. Treasury bills, as reported in the Wakk&t Journal (or similar publication), on the datelelivery of the election notice. If Officer
elects to receive a lump sum severance paymenpo@aiion shall make such payment to Officer wittein days following the date on which
Officer notifies Corporation of Officer's electiom addition to the severance payment payable uthiteSection 4.2, Officer shall be paid an
amount equal to two times the average annual beaused by Officer in the two years immediately pding the date of termination and
Officer shall also receive (i) full vesting of aayards granted to Officer under Corporation's 1B8®loyees Stock Incentive Plan, and any
implementation thereof; and (ii) an immediate reteaf awards that have been reserved for Officdeuthe Corporation's 1993 Employees
Stock Incentive Plan, and any implementation thiei@ootherwise, and full vesting of such award&ider shall be entitled to accelerated
vesting of any Accrued Benefit under each Defe@edchpensation plan. Notwithstanding the foregoimmtinued benefit accrual shall not
apply in the case of any tax-qualified retiremdanpf such accrual would adversely affect the galified status of such plan; provided,
however, that the benefit which would otherwiseénbeen contributed by the Corporation to the accottine Officer in any tax-qualified
defined contribution and the single sum value eflienefit plan shall be paid by the CorporatiotheoOfficer as each such contribution or
benefit would have been made or accrued, as apjgdicassuming that the Officer had remained empl@yea full-time basis with a rate of
pay equal to his Base Salary. In the case of a ifetion Other Than for Cause by reason of the disabf the Participant, and if the
Participant is retired for Disability under the Exéve Retirement Plan, then the Officer will conitg to accrue benefits as provided in the
Executive Retirement Plan at the time he incurfigability, notwithstanding any subsequent nontarial employment.

4.3 NO SEVERANCE COMPENSATION UPON OTHER TERMINATND In the event of a Voluntary Termination, Termtioa For Cause
termination by reason of Officer's disability puastito Section 2.5, or termination by reason ofd@ffs death pursuant to Section 2.6, Officer
or his estate shall not be paid any severance cosatien and shall receive only the benefits asigealin the appropriate section of Article
applicable to the respective termination.

4.4 ADDITIONAL PAYMENTS DUE TO CHANGE IN CONTROL.

(a) Gross Up Payment. Anything in this Agreemernthtocontrary notwithstanding, in the event it baldetermined that any payment or
distribution by or on behalf of the Corporationaiofor the benefit of Employee as a result of aafae in control," as defined in Section 2€
of the Internal Revenue Code of 1986, as amentied'Gode"), involving the Corporation or its affites (whether paid or payable or
distributed or distributable pursuant to the teohthis Agreement or otherwise, but determined auitiregard to any additional payments
required under this Section

4.4 (a "Payment")) would be subject to the exdseimposed by Section 4999 of the Code, or anyester penalties are incurred by Officer
with respect to such excise tax (such excise tapether



with any such interest and penalties, are herainatillectively referred to as the "Excise Taxtgn Officer shall be entitled to receive an
additional payment (a "Gross-Up Payment") in an amauch that after payment by Officer of all tagesluding any interest or penalties
imposed with respect to such taxes), includinghatit limitation, any income taxes (and any intesast penalties imposed with respect
thereto) and Excise Tax imposed upon the Grossdyment, Officer retains an amount of the Gross-dpnfent equal to the Excise Tax
imposed upon the Payments.

(b) Tax Opinion. Subject to the provisions of Sewcté.4(c), all determinations required to be maudeun this Section 4.4, including whether
and when a Gross-Up Payment is required and thestnod such Gross-Up Payment and the assumptioe tdilized in arriving at such
determination, shall be made by a nationally reemghaccounting firm or law firm selected by ther@wation (the "Tax Firm"); provided,
however, that the Tax Firm shall not determine titmExcise Tax is payable by Officer unless it\ais to Officer a written opinion (the "T.
Opinion") that failure to pay the Excise Tax anddport the Excise Tax and the payments potentiibject thereto on or with Officer's
applicable federal income tax return will not résanlthe imposition of an accuracy-related or otpenalty on Officer. All fees and expenses
of the Tax Firm shall be borne solely by the Cogpion. Within 15 business days of the receipt dfagofrom Officer that there has been a
Payment, or such earlier time as is requesteddZtirporation, the Tax Firm shall make all deteations required under this Section 4.4,
shall provide to the Corporation and Officer a terntreport setting forth such determinations, togetith detailed supporting calculations,
and, if the Tax Firm determines that no Excise iBgxayable, shall deliver the Tax Opinion to Officeny Gross-Up Payment, as determined
pursuant to this Section 4.4, shall be paid byGbeporation to Officer within fifteen days of theceipt of the Tax Firm's determination.
Subject to the remainder of this Section 4.4, agtgnination by the Tax Firm shall be binding uplo@ Corporation and Officer; provided,
however, that Officer shall only be bound to theeakthat the determinations of the Tax Firm hedaunincluding the determinations mad:
the Tax Opinion, are reasonable and reasonablyosigepby applicable law. As a result of the undetyain the application of Section 4999
the Code at the time of the initial determinatigrtie Tax Firm hereunder, it is possible that GildpsPayments which will not have been
made by the Corporation should have been made €tpagment"), consistent with the calculations regpito be made hereunder. In the
event that it is ultimately determined in accordamdth the procedures set forth in Section 4.4{a} Officer is required to make a payment of
any Excise Tax, the Tax Firm shall reasonably deitez the amount of the Underpayment that has oedwand any such Underpayment shall
be promptly paid by the Corporation to or for themeéfit of Officer. In determining the reasonablenesTax Firm's determinations hereunc
and the effect thereof, Officer shall be provide@a@sonable opportunity to review such determinatioith Tax Firm and Officer's tax
counsel. Tax Firm's determinations hereunder, had’ax Opinion, shall not be deemed reasonablé@fiiter's reasonable objections and
comments thereto have been satisfactorily accomtaddsy Tax Firm.

(c) Notice of IRS Claim. Officer shall notify theoporation in writing of any claims by the Interi@venue Service that, if successful, wc
require the payment by the Corporation of the GkdgdPayment. Such notification shall be given amsas practicable but no later than 30
calendar days after Officer actually receives moiicwriting of such claim and shall apprise theg@wation of the nature of such claim and
the date on which such claim is requested to be paovided, however, that the failure of Officerrtotify the Corporation of such claim (or
to provide any required information with respeer#to) shall not affect any rights granted to @ffiander this

Section 4.4 except to the extent that the Corpamat materially prejudiced in the defense of sdelim as a direct result of such failure.
Officer shall not pay such claim prior to the egpion of the 30day period following the date on which he givestsnotice to the Corporatit
(or such shorter period ending on the date thatpayynent of taxes with respect to such claim ig.dfithe Corporation notifies Officer in
writing prior to the expiration of such period thiadlesires to contest such claim, Officer shallati®f the following:

I. give the Corporation any information reasonaielguested by the Corporation relating to such glaim

. take such action in connection with contestsugh claim as the Corporation shall reasonablyastjn writing from time to time,
including, without limitation, accepting legal regentation with respect to such claim by an atiosstected by the Corporation and
reasonably acceptable to Officer;

lll. cooperate with the Corporation in good faitharder effectively to contest such claim;
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IV. if the Corporation elects not to assume andrmbithe defense of such claim, permit the Corgorato participate in any proceedings
relating to such claim;

provided, however, that the Corporation shall teeat pay directly all costs and expenses (includihdjtional interest and penalties) incurred
in connection with such contest and shall indemaifyg hold Officer harmless, on an after-tax bdeisany Excise Tax or income tax
(including interest and penalties with respectél@rimposed as a result of such representatiompayhent of costs and expenses. Without
limiting the foregoing provisions of this

Section 4.4, the Corporation shall have the righits sole option, to assume the defense of anttaall proceedings in connection with s
contest, in which case it may pursue or foregoarty all administrative appeals, proceedings, hgaramd conferences with the taxing
authority in respect of such claim and may eithexad Officer to pay the tax claimed and sue foefand or contest the claim in any
permissible manner, and Officer agrees to prosesudk contest to a determination before any adimdtiige tribunal, in a court of initial
jurisdiction and in one or more appellate coursstree Corporation shall determine; provided, howetmat if the Corporation directs Offic

to pay such claim and sue for a refund, the Cotfmrahall advance the amount of such payment fiw®f on an interest-free basis and shall
indemnify and hold Officer harmless, on an afterftasis, from any Excise Tax or income tax (inahgdinterest or penalties with respect
thereto) imposed with respect to such advance ibr iespect to any imputed income with respect th sidvance; and further provided that
any extension of the statute of limitations relgtio payment of taxes for the taxable year of @ffiwith respect to which such contested
amount is claimed to be due is limited solely tolsaontested amount. Furthermore, the Corporatiatis to assume the defense of and
control the contest shall be limited to issues wétspect to which a Gross-Up Payment would be gayedreunder and Officer shall be
entitled to settle or contest, as the case magrepther issue raised by the Internal Revenuei&eor any other taxing authority.

(d) Right to Tax Refund. If, after the receipt bffiGer of an amount advanced by the Corporatiorspant to Section 4.4, Officer becomes
entitled to receive any refund with respect to stlaim, Officer shall

(subject to the Corporation's complying with thguigements of Section 4.4(c)) promptly pay to tlergdration the amount of such refund
(together with any interest paid or credited tharafter taxes applicable thereto). If, after theeipt by Officer of an amount advanced by the
Corporation pursuant to Section 4.4(c), a detertiinas made that Officer is not entitled to a reduvith respect to such claim and the
Corporation does not notify Officer in writing d&iintent to contest such denial of refund prioth® expiration of 30 days after such
determination, then such advance shall, to thenexifesuch denial, be forgiven and shall not besiregl to be repaid and the amount of
forgiven advance shall offset, to the extent thirb@ amount of Gross-Up Payment required to be. pa

5. NON-COMPETITION; DISCLOSURE OF INVESTMENTS. Dug the term of this Agreement, including the peribdny, during which
Officer shall be entitled to severance compensagiiosuant to Section 4.2, Officer shall not engageny activity competitive with the
Corporation. Simultaneously with Officer's executif this Agreement and upon each anniversaryetiifiective Date, Officer shall notify
the Chairman of the Compensation Committee of #tare and extent of Officer's investments, stodilihgs, employment as an employee,
director, or any similar interest in any businessmterprise other than Corporation; provided, hawvethat Officer shall have no obligation
disclose any investment under $100,000 in valuengrholdings of publicly traded securities whick aot in excess of one percent of the
outstanding class of such securities. Notwithstagdiny provision herein to the contrary, the reBtms and covenants of this Section 5 shall
not apply in the event of a Termination Upon a Gfeaim Control.

6. MISCELLANEOUS.

6.1 Payment Obligations. Corporation's obligatiopay Officer the compensation and to make thengements provided herein shall be
unconditional, and Officer shall have no obligatiehatsoever to mitigate damages hereunder. |&litig after a Change in Control shall be
brought to enforce or interpret any provision cargd herein, Corporation, to the extent permittg@pplicable law and the Corporation's
Articles of Incorporation and Bylaws, hereby indéfies Officer for Officer's reasonable attorneyee$ and disbursements incurred in such
litigation.



6.2 CONFIDENTIALITY. Officer agrees that all conédtial and proprietary information relating to thesiness of Corporation shall be kept
and treated as confidential both during and aftertérm of this Agreement, except as may be paxditt writing by Corporation's Board of
Directors or as such information is within the paldomain or comes within the public domain withaay breach of this Agreement.

6.3 WAIVER. The waiver of the breach of any prowisiof this Agreement shall not operate or be coestias a waiver of any subsequent
breach of the same or other provision hereof.

6.4 ENTIRE AGREEMENT; MODIFICATIONS. Except as otlhgse provided herein, this Agreement represerg<etitire understanding
among the parties with respect to the subject maéeeof, and this Agreement supersedes any apdiatlunderstandings, agreements, plans
and negotiations, whether written or oral, withpexs to the subject matter hereof, including withouitation, any understandings,
agreements or obligations respecting any pasttardicompensation, bonuses, reimbursements or p#yanents to Officer from Corporatic

All modifications to the Agreement must be in wrgiand signed by the party against whom enforcewiesuch modification is sought.

6.5 NOTICES. All notices and other communicationder this Agreement shall be in writing and shallgiven by telegraph or first class
mail, certified or registered with return receiptjuested, and shall be deemed to have been déy thivee days after mailing or 12 hours
after transmission of a telegram to the respeg@rsons named below:

If to Corporation:

Healthcare Realty Trust Incorporated
3310 West End Avenue
Nashville, Tennessee 37203

Phone: (615) 269-8175
Fax: (615) 269-8122

If to Officer:

Mr. Roger O. West
9014 Split Log Road
Brentwood, Tennessee 37027

Any party may change such party's address for @ty notice duly give pursuant to this Section 6.5

6.6 HEADINGS. The Section headings herein are bdrfor reference and shall not by themselves uhétierthe construction or
interpretation of this Agreement.

6.7 GOVERNING LAW. This Agreement shall be goveridand construed in accordance with the laws @f3tate of Tennessee.

6.8 ARBITRATION. Any controversy or claim arisingiioof or relating to this Agreement, or breach ¢oéy shall be settled by arbitration in
Nashville, Tennessee in accordance with the RiléseoAmerican Arbitration Association, and judgrhapon any proper award rendered
the Arbitrators may be entered in any court hayimgdiction thereof. There shall be three arbdraf one to be chosen directly by each party
at will, and the third arbitrator to be selectedthy two arbitrators so chosen. To the extent gerthby the Rules of the American Arbitration
Association, the selected arbitrators may graniteble relief. Each party shall pay the fees ofdhatrator selected by him and of his own
attorneys, and the expenses of his witnesses hathal expenses connected with the presentatitisafase. The cost of the arbitration
including the cost of the record or transcriptgdiog, if any, administrative fees, and all othezsf@and costs shall be borne equally by the
parties. To the extent that Officer prevails wiéspect to any portion of an arbitration award, €ffishall be reimbursed by the
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Corporation for the costs and expenses incurre@ffiger in connection with the arbitration in an @nmt proportionate to the award to Offi
as compared to the amount in dispute.

6.9 SEVERABILITY. Should a court or other body afnepetent jurisdiction determine that any provisidithis Agreement is excessive in
scope or otherwise invalid or unenforceable, suolipion shall be adjusted rather than voidedpggible, and all other provisions of this
Agreement shall be deemed valid and enforcealileetextent possible.

6.10 SURVIVAL OF CORPORATION'S OBLIGATIONS. Corpdian's obligations hereunder shall not be termithdig reason of any
liquidation, dissolution, bankruptcy, cessatiorbasiness, or similar event relating to the CorporatThis Agreement shall not be terminated
by any merger or consolidation or other reorgaionanf the Corporation. In the event any such mergensolidation or reorganization shall
be accomplished by transfer of stock or by transferssets or otherwise, the provisions of thise&gnent shall be binding upon and inure to
the benefit of the surviving or resulting corpooatior person. This Agreement shall be binding ugnmeh inure to the benefit of the executors,
administrators, heirs, successors and assign® gfatties; provided, however, that except as hengimessly provided, this Agreement shall
not be assignable either by the Corporation (eximeah affiliate of the Corporation in which ev&udrporation shall remain liable if the
affiliate fails to meet any obligations to make pants or provide benefits or otherwise) or by Qfffic

6.11 COUNTERPARTS. This Agreement may be executexhe or more counterparts, all of which taken tiogleshall constitute one and
same Agreement.

6.12 WITHHOLDINGS. All compensation and benefitQQéficer hereunder shall be reduced only by alkfed] state, local and other
withholdings and similar taxes and payments thataquired by applicable law. Except as otherwpeiically agreed by Officer, no other
offsets or withholdings shall apply to reduce thgment of compensation and benefits hereunder.

6.13 INDEMNIFICATION. In addition to any rights iademnification to which Officer is entitled to uerdthe Corporation's Articles of
Incorporation and Bylaws, Corporation shall indeipffficer at all times during and after the terifrtliis Agreement to the maximum extent
permitted under Section 2-418 of the General Cerpam Law of the State of Maryland or any succegsovision thereof and any other
applicable state law, and shall pay Officer's esperin defending any civil or criminal action, soit proceeding in advance of the final
disposition of such action, suit, or proceedinght® maximum extent permitted under such applicataite laws.

IN WITNESS WHEREOF, the parties hereto have exeatthis Agreement effective as of the day and yiestr dbove written.
CORPORATION:

HEALTHCARE REALTY TRUST INCORPORATED

Nane David R Enery
Title: President and Chai rnman
Date: Novenber 1, 1999

OFFICER:

Roger O West
Dat e: Novenber 1, 1999
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EXHIBIT 10.11

HEALTHCARE REALTY TRUST
INCORPORATED

AMENDED AND RESTATED EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT (the "Agreement") is maded entered into as of January 1, 2000 ("Effediia&e") by and between
HEALTHCARE REALTY TRUST INCORPORATED, a Maryland gmration ("Corporation"), and Timothy G. Walla¢©fficer").

RECITAL

Corporation desires to employ Officer as its ExieeuVice President - Chief Financial Officer andi€dr is willing to accept such
employment by Corporation, on the terms and sulbjettte conditions set forth in this Agreement.

AGREEMENT
THE PARTIES AGREE AS FOLLOWS:

1. DUTIES. During the term of this Agreement, Oéfiagrees to be employed by and to serve Corparatiots Executive Vice President -
Chief Financial Officer, and Corporation agreesmaploy and retain Officer in such capacities. @ffishall devote such of his business time,
energy, and skill to the affairs of Corporatiorshsll be necessary to perform the duties of susiktipns. Officer shall report only to
Corporation's Board of Directors and/or Presidexwt at all times during the term of this Agreemdralshave powers and duties at least
commensurate with his position as Executive ViaesRient - Chief Financial Officer. Officer's pripal place of business with respect to his
services to Corporation shall be within 35 miledNakhville, Tennessee.

2. TERM OF EMPLOYMENT.
2.1 DEFINITIONS. For purposes of this Agreementfibilowing terms shall have the following meanings:

(a) "TERMINATION FOR CAUSE" shall mean terminatiby Corporation of Officer's employment by Corpasatby reason of Officer's
material, substantial and willful dishonesty towgrftaud upon, or deliberate injury or attemptgdrinto, Corporation or by reason of
Officer's material, substantial and willful breaafthis Agreement which has resulted in materiplrinto Corporation. For purposes of this
Agreement, a termination of Officer's employmentwthe Corporation shall be deemed a Terminatidre©OThan For Cause rather than a
Termination For Cause unless and until establistye@orporation to the contrary by a final, nonagglele decision by a court of competent
jurisdiction. The Corporation shall have the burdéestablishing that any termination of Officeataployment by Corporation is
Termination For Cause.

(b) "TERMINATION OTHER THAN FOR CAUSE" shall meamy termination by Corporation of Officer's employmhéy Corporation
(other than in a Termination for Cause) and simaluide Constructive Termination of Officer's emptmnt, effective upon notice from
Officer to Corporation of such Constructive Terntioa. A failure or refusal of Corporation to extetid term of employment of Officer in
accordance with Section 2.2 hereof, other thanrasudt of circumstances which would warrant a Tiaation of Cause hereunder, shall be
deemed a Termination Other Than For Cause.

(c) "VOLUNTARY TERMINATION" shall mean terminatioby Officer of Officer's employment by Corporatiother than (i) Constructive
Termination as described in subsection 2.1(g)



"Termination Upon a Change in Control," (iii) termation by reason of Officer's death or disabilisyd@scribed in Sections 2.5 and 2.6 and
(iv) termination by reason of retirement by Offiegron attainment of eligibility to retire in accarte with the Executive Retirement Plan as
in effect upon the date of this Agreement.

(d) "TERMINATION UPON A CHANGE IN CONTROL" shall man a termination by Officer of Officer's employmevith Corporation
within 24 months following a "Change in Control."

(e) "CHANGE IN CONTROL" shall mean (i) the time tH2orporation first determines that any person ahdther persons who constitute a
group (within the meaning of Section 13(d)(3) of thecurities Exchange Act of 1934 ("Exchange Adtaye acquired direct or indirect
beneficial ownership (within the meaning of Ruleli3Bunder the Exchange Act) of 20 percent or mor@arporation's outstanding securit|
unless a majority of the "Continuing Directors" epyes the acquisition not later than ten busineygs a@fter Corporation makes that
determination, or (ii) the first day on which a ity of the members of Corporation's Board of Dices are not "Continuing Directors."

() "CONTINUING DIRECTORS" shall mean, as of anytel@f determination, any member of the Board oEBtiors of Corporation who (i)
was a member of that Board of Directors on Janyd§93, (ii) has been a member of that Board @é&ibrs for the two years immediately
preceding such date of determination, or (iii) waminated for election or elected to the Board wé&tors with the affirmative vote of the
greater of (x) a majority of Continuing Directorfiavwere members of the Board at the time of suchimation or election or (y) at least four
Continuing Directors.

(g) "CONSTRUCTIVE TERMINATION" shall mean (i) anyaterial breach of this Agreement by Corporatioi;ay actual or implied
threat of discharge of Officer by Corporation undiecumstances which would not constitute a Tertmmafor Cause and which results in an
involuntary resignation of employment by Officeiii) (@ny substantial reduction in the authorityresponsibility of Officer or other substan
reduction in the terms and conditions of Officersployment under circumstances which would notfjuat Termination for Cause and whi
are not the result of a material breach by Offuafethis Agreement; (iv) any act(s) by Corporatiohigh are designed or have the effect of
rendering Officer's working conditions so intoldeabr demeaning on a recurring basis that a reéd®person would resign such
employment, (v) a material adverse alteration ific®f's reporting relationships, position, respobiliies, title or status; (vi) a reduction in
Officer's compensation or a substantial reductiobenefits provided to Officer that are provideddoreferenced hereunder; (vii) relocation
of Officer to a location that is more than 35 mifiemm the location of the Corporation's headquarter the date this Agreement is executed.

(h) "DEFERRED COMPENSATION" or "deferred compensatishall mean any individual or group plan, pragragreement or other
arrangement, whether or not a "plan” for purpogeeeEmployee Retirement Income Security Act of49'ERISA") and whether or not a
retirement plan or supplemental executive retiranpéam or additional retirement plan as contempldig

Section 3.11 of the Agreement, but which in anyn¢wevolves an agreement by the Corporation to npeement(s) to Officer at a future d
as compensation for current services to the Cofiporal he term Deferred Compensation or deferredpmnsation shall include, but not be
limited to, benefits described in the HealthcaralBeTrust Incorporated Executive Retirement Ptar,1993 Employees Stock Incentive F
and the First Performance Based Restricted Stopkelmentation under the 1993 Employees Stock Ineettlan, or any additional
implementation thereof, each as it now exists oy hexreafter be amended.

2.2 BASIC TERM. The term of employment of Officer 6orporation shall be from January 1, 1999 throDglember 31, 2004, unless
terminated earlier pursuant to this Section 2. Cemeing in 2000, on the first day of January of egedr, the first sentence of this Section
shall be amended by deleting the year then appe#rerein and inserting in its place the next sgbeat year.

2.3 TERMINATION FOR CAUSE. Termination For Causeynee effected by Corporation at any time duringttren of this Agreement and
shall be effected by written notification to Offic&Jpon Termination For Cause, Officer immediatahall be paid all accrued salary, bonus
compensation to the extent earned, vested



deferred compensation (other than pension plamddit gharing plan benefits which will be paid iocerdance with the applicable plan), any
benefits under any plans of the Corporation in Wiiidficer is a participant to the full extent offt@er's rights under such plans, accrued
vacation pay and any appropriate business expams@sed by Officer in connection with his dutiesraunder, all to the date of termination,
but Officer shall not be paid any other compensatioreimbursement of any kind, including withauatitation, severance compensation.

2.4 TERMINATION OTHER THAN FOR CAUSE. Notwithstanmdj anything else in this Agreement, Corporation reffgct a Termination
Other Than For Cause at any time upon giving writtetice to Officer of such termination. Upon amsrifiination Other Than For Cause,
Officer shall immediately be paid all accrued salémonus compensation to the extent earned, whethast vested without regard to such
Termination (other than pension plan or profit gi@plan benefits which will be paid in accordamdgth the applicable plan), any benefits
under any plans of the Corporation in which Offitea participant to the full extent of Officerights under such plans (including accelerated
release and full vesting of shares reserved foic@flunder Corporation's 1993 Employees Stock ltieefPlan, and any implementation
thereof), accrued vacation pay and any appropbiastness expenses incurred by Officer in conneetitim his duties hereunder, all to the
date of termination, and all severance compensatiovided in Section 4.2, but no other compensatioreimbursement of any kind.

2.5 TERMINATION BY REASON OF DISABILITY. If, duringhe term of this Agreement, Officer, in the reasue judgment of the Board
of Directors of Corporation, has failed to perfonim duties under this Agreement on account of séner physical or mental incapacity, and
such illness or incapacity continues for a peribthore than 12 consecutive months, Corporationl $lzale the right to terminate Officer's
employment hereunder by written notification toi€éf and payment to Officer of all accrued saltgnus compensation to the extent ear
deferred compensation, whether or not vested witregard to such iliness or incapacity (other thansion plan or profit sharing plan
benefits which will be paid in accordance with #pplicable plan), any benefits under any planfiefGorporation in which Officer is a
participant to the full extent of Officer's righisader such plans (including accelerated releasdulingbsting of shares reserved for Officer
under Corporation's 1993 Employees Stock IncerRia@, and any implementation thereof), accruedti@me@ay and any appropriate
business expenses incurred by Officer in connegtiitim his duties hereunder, all to the date of ieation, with the exception of medical and
dental benefits which shall continue through thpimtion of this Agreement, but Officer shall n& paid any other compensation or
reimbursement of any kind, including without lintitm, severance compensation. Notwithstanding @¢heging, any Officer who incurs a
Disability within the contemplation of the ExecwiRetirement Plan shall accrue such additionatgissibility, post-termination benefits as
may be determined in accordance with such Plan.

2.6 DEATH. In the event of Officer's death durihg term of this Agreement, Officer's employmentidtedeemed to have terminated as of
the last day of the month during which his deattuos and Corporation shall pay to his estate dn seneficiaries as Officer may from time
to time designate all accrued salary, bonus congtimmsto the extent earned, whether or not vesiditbwt regard to such Termination (other
than pension plan or profit sharing plan benefitécl will be paid in accordance with the applicaplen), any benefits under any plans of the
Corporation in which Officer is a participant taetfull extent of Officer's rights under such pldimeluding accelerated release and full ves

of shares reserved for Officer under the Corpon&i@993 Employees Stock Incentive Plan, and amjeimentation thereof), accrued
vacation pay and any appropriate business expams@sed by Officer in connection with his dutiesraunder, all to the date of termination,
but Officer's estate shall not be paid any othenpensation or reimbursement of any kind, includiriiout limitation, severance
compensation.

2.7 VOLUNTARY TERMINATION. In the event of a Voluaty Termination, Corporation shall immediately @dlyaccrued salary, bonus
compensation to the extent earned, vested defeamgensation (other than pension plan or profitishglan benefits which will be paid in
accordance with the applicable plan), any benafitber any plans of the Corporation in which Offitea participant to the full extent of
Officer's rights under such plans, accrued vacgimnand any appropriate business expenses indoyrédficer in connection with his duties
hereunder, all to the date of termination, but tiebcompensation or reimbursement of any kinduiing without limitation, severance
compensation.



2.8 TERMINATION UPON A CHANGE IN CONTROL OR RETIREENT. In the event of (i) a Termination Upon a ChaigControl or

(i) retirement by Officer upon attainment of elidity to retire in accordance with the ExecutivetRement Plan as in effect upon the date of
this Agreement, Officer shall immediately be pdidaacrued salary, bonus compensation to the exdamted through the date of termination,
including compensation that was earned and defewbeéther or not vested without regard to the CandControl (other than pension plan
or profit sharing plan benefits which will be paidaccordance with the applicable plan), any bémeinder any plans of the Corporation in
which Officer is a participant to the full exterft@fficer's rights under such plans (including decated release and full vesting of shares
reserved for Officer under Corporation's 1993 Emppés Stock Incentive Plan, and any implementatienebf), accrued vacation pay and
appropriate business expenses incurred by Officeonnection with his duties hereunder, all todate of termination, and all severance
compensation provided in Section 4.1, but no otleenpensation or reimbursement of any kind.

2.9 NOTICE OF TERMINATION. Corporation may effectermination of this Agreement pursuant to the giowns of this Section 2 upon
giving 30 days written notice to Officer of suchnenation. Officer may effect a termination of tiligreement pursuant to the provisions of
this Section 2 upon giving 60 days written notic&brporation of such termination.

2.10 DETERMINATION OF BENEFIT UPON EARLY PAYMENT nlthe event a Participant's deferred compensatoefit becomes
vested in accordance with Sections 2.4, 2.5, 2&&rOfficer shall have the following rights andr@oration shall take appropriate action to
amend or modify its compensation arrangementsderdio cause :

(a) any deferred compensation under the Corporati®93 Employees Stock Incentive Plan shall becedtl by an immediate full vesting of
any awards granted to Officer under the Corporati®@93 Employee Stock Incentive Plan, and anyémghtation thereof; and an immed
release and full vesting of awards that have beserved by the Corporation for Officer under thegdaation's 1993 Employee Stock
Incentive Plan, and any implementation thereofitberwise, such release and vesting to be madénvatteasonable time after the relevant
event;

(b) any deferred compensation payable under a radifigd defined contribution plan shall be madeikaide for payment within an
administratively practicable time after the relevavent, in an amount equal to the then-currenklamezount balance; and

(c) any deferred compensation payable under a radifigd defined benefit plan shall be made avaddbl payment within an
administratively practicable time after the relevavent in an amount equal to the greater of @)lanefit, if any, otherwise determined in
accordance with the relevant plan, or (ii) the préwvalue of the then-accrued benefit, determinecetucing the accrued benefit from age 65
to the date as of which payment is made, usin@thearial assumptions which have been used fonéiahaccounting purposes under
generally accepted accounting principles.

3. SALARY, BENEFITS AND BONUS COMPENSATION.

3.1 BASE SALARY. As payment for the services torbrdered by Officer as provided in Section 1 arlgent to the terms and conditions of
Section 2, Corporation agrees to pay to OfficeBase Salary" for the 12 calendar months beginramgidry 1, 1999 at the rate of $275,000
per annum payable in 24 equal semi-monthly insttite. The Base Salary for each year (or portioretifgbeginning January 1, 2000 shall
be determined by the Compensation Committee oBtierd of Directors (the "Compensation Committeeljaki shall authorize an increase
in Officer's Base Salary in an amount which, atiaimmum, shall be equal to the cumulative cost-widlg increment on the Base Salary as
reported in the "Consumer Price Index, Nashvilleniessee, All Iltems," published by the U.S. Depantrof Labor. Officer's Base Salary
shall be reviewed annually by the Compensation Citteen



3.2 BONUSES. Officer shall be eligible to receivieaus for each year (or portion thereof) duringtérm of this Agreement and any
extensions thereof, with the actual amount of arghdonus to be determined by the Compensation Gibe@enin accordance with the
Corporation's Executive Variable Incentive Plar.sAlich bonuses shall be payable within 45 days #feeend of the year to which such
bonus relates. All such bonuses shall be reviewedally by the Compensation Committee.

3.3 ADDITIONAL BENEFITS. During the term of this Agement, Officer shall be entitled to the followinimge benefits:

(a) OFFICER BENEFITS. Officer shall be eligiblegarticipate in such of Corporation's benefits aefbded compensation plans as are now
generally available or later made generally avéglab executive officers of the Corporation, indhgl without limitation, Corporation's 1993
Employees Stock Incentive Plan, and any implememtahereof,, profit sharing plans, annual physeeaminations, dental and medical
plans, personal catastrophe and disability ins@wafirtancial planning, retirement plans and suppgletary executive retirement plans, if any.
For purposes of establishing the length of seruitder any benefit plans or programs of Corporat@fficer's employment with the
Corporation will be deemed to have commenced onalgmnl, 1993.

(b) VACATION. Officer shall be entitled to six weglof vacation during each year during the termhisf Agreement and any extensions
thereof, prorated for partial years.

(c) LIFE INSURANCE. For the term of this Agreementd any extensions thereof, Corporation shalkaxpense procure and keep in effect
term life insurance on the life of Officer, payabtesuch beneficiaries as Officer may from timéinoe designate, in the aggregate amount of
$1,500,000.00. Such policy shall be owned by Offareby a member of his immediate family.

(d) REIMBURSEMENT FOR EXPENSES. During the terntlu Agreement, Corporation shall reimburse Offiicgrreasonable and
properly documented out-of-pocket business anditar&ainment expenses incurred by Officer in cotinaavith his duties under this
Agreement.

4. SEVERANCE COMPENSATION.

4.1 SEVERANCE COMPENSATION IN THE EVENT OF A TERMAYION UPON A CHANGE IN CONTROL. In the event Office
employment is terminated in a Termination Upon ai@fe in Control, Officer shall be paid as severamepensation his Base Salary (at the
rate payable at the time of such termination),ugtothe remaining term of this Agreement and angresions thereof, on the dates specified
in Section 3.1; provided, however, that if Officelemployed by a new employer during such perioel severance compensation payable to
Officer during such period will be reduced by tmecaint of compensation that Officer is receivingiirthe new employer. However, Officer
is under no obligation to mitigate the amount oWdticer pursuant to this Section 4.1 by seekingeo#mployment or otherwise.
Notwithstanding anything in this Section 4.1 to tleatrary, Officer may in Officer's sole discretidny delivery of a notice to Corporatis
within 30 days following a Termination Upon a Charig Control, elect to receive from Corporatiomuap sum severance payment by bank
cashier's check equal to the present value oflthedf cash payments that would otherwise be pai@fficer pursuant to this

Section 4.1. However, in no event shall paymenspanmt to this Section 4.1 be less than three tBasg Salary as defined herein for the
applicable period. Such present value shall beraéted as of the date of delivery of the noticeleiction by Officer and shall be based on a
discount rate equal to the interest rate on 90L&y Treasury bills, as reported in the Wall Stiemirnal (or similar publication), on the date
of delivery of the election notice. If Officer etsdo receive a lump sum severance payment, Cdrporshall make such payment to Officer
within 10 days following the date on which Officestifies Corporation of Officer's election. In atidn to the severance payment payable
under this Section 4.1, Officer shall be paid amant equal to: (i) three times the average annoiib earned by Officer in the two years
immediately preceding the date of termination, @)dhe average annual incentive amount actuaiyned by Officer during the two years
prior to the severance. Officer



shall also receive (i) full vesting of any awardarged to Officer under the Corporation's 1993 Exygés Stock Incentive Plan, and any
implementation thereof; and (ii) an immediate reteaf awards that have been reserved by the Cdigrofar Officer under the Corporation's
1993 Employees Stock Incentive Plan, and any imelgation thereof, or otherwise, and full vestingoth awards. Officer shall continue to
accrue retirement benefits and shall continue joyeany benefits under any plans of the Corporaitiowhich Officer is a participant to the
full extent of Officer's rights under such plang;luding any perquisites provided under this Agreeimthrough the remaining term of this
Agreement; provided, however, that the benefitseurmahy such plans of the Corporation in which @ifits a participant, including any such
perquisites, shall cease upon re-employment bynaemeployer.

4.2 SEVERANCE COMPENSATION IN THE EVENT OF A TERMAYION OTHER THAN FOR CAUSE. In the event Officer's
employment is terminated in a Termination Othermfax Cause, Officer shall be paid as severancepeasation his Base Salary (at the rate
payable at the time of such termination), for aqukof three years from the date of such termimatom the dates specified in Section 3.1;
provided, however, that if Officer is employed byew employer during such period, the severancepeasation payable to Officer during
such period will be reduced by the amount of corspéian that Officer is receiving from the new enyalin Notwithstanding anything in this
Section 4.2 to the contrary, Officer may in Offisesole discretion, by delivery of a notice to Gogtion within 30 days following a
Termination Other Than for Cause, elect to rec&ivm Corporation a lump sum severance payment hi bashier's check equal to the
present value of the flow of cash payments thatlévotherwise be paid to Officer pursuant to thistm 4.2. However, in no event shall
payment pursuant to this Section 4.2 be less tae times Base Salary as defined herein for thécaple period. Such present value shall
be determined as of the date of delivery of théceaif election by Officer and shall be based alisaount rate equal to the interest rate on 90
day U.S. Treasury bills, as reported in the Walk&t Journal (or similar publication), on the dateelivery of the election notice. If Officer
elects to receive a lump sum severance paymenpo@aiion shall make such payment to Officer witiein days following the date on which
Officer notifies Corporation of Officer's electiom addition to the severance payment payable uthieSection 4.2, Officer shall be paid an
amount equal to two times the average annual beaused by Officer in the two years immediately poiag the date of termination and
Officer shall also receive (i) full vesting of aayards granted to Officer under Corporation's 1B8%loyees Stock Incentive Plan, and any
implementation thereof; and (ii) an immediate reteaf awards that have been reserved for Officdeuthe Corporation's 1993 Employees
Stock Incentive Plan, and any implementation thiei@ootherwise, and full vesting of such award&ider shall be entitled to accelerated
vesting of any Accrued Benefit under each Defe@echpensation plan. Notwithstanding the foregoimmtinued benefit accrual shall not
apply in the case of any tax-qualified retiremdanpf such accrual would adversely affect the gaslified status of such plan; provided,
however, that the benefit which would otherwiseénbeen contributed by the Corporation to the accottine Officer in any tax-qualified
defined contribution and the single sum value eflienefit plan shall be paid by the CorporatiotheoOfficer as each such contribution or
benefit would have been made or accrued, as apjdicassuming that the Officer had remained empl@yea full-time basis with a rate of
pay equal to his Base Salary. In the case of a ifation Other Than for Cause by reason of the digabf the Participant, and if the
Participant is retired for Disability under the Exéve Retirement Plan, then the Officer will contg to accrue benefits as provided in the
Executive Retirement Plan at the time he incur®ligability, notwithstanding any subsequent nontartgal employment.

4.3 NO SEVERANCE COMPENSATION UPON OTHER TERMINATND In the event of a Voluntary Termination, Termtiaoa For Cause
termination by reason of Officer's disability pumstito Section 2.5, or termination by reason ofd@ffs death pursuant to Section 2.6, Officer
or his estate shall not be paid any severance cosatien and shall receive only the benefits asigealin the appropriate section of Article
applicable to the respective termination.

4.4 ADDITIONAL PAYMENTS DUE TO CHANGE IN CONTROL.

(a) Gross Up Payment. Anything in this Agreemerth®contrary notwithstanding, in the event it kbaldetermined that any payment or
distribution by or on behalf of the Corporationaiofor the benefit of Employee as a result of aafae in control," as defined in Section 28
of the Internal Revenue Code of 1986, as amentied'Gode"), involving the Corporation or its affites (whether paid or payable or
distributed or distributable pursuant to the teohthis Agreement or otherwise, but determined auitiregard to any additional

6



payments required under this Section 4.4 (a "Payf)yemould be subject to the excise tax imposedkytion 4999 of the Code, or any
interest or penalties are incurred by Officer wikpect to such excise tax (such excise tax, tegetith any such interest and penalties, are
hereinafter collectively referred to as the "Excisx"), then Officer shall be entitled to receiveadditional payment (a "Gro&#p Payment"”

in an amount such that after payment by Officesllbfaxes (including any interest or penalties isgabwith respect to such taxes), including,
without limitation, any income taxes (and any ietrand penalties imposed with respect theretoExase Tax imposed upon the Gross-Up
Payment, Officer retains an amount of the Gros2dpment equal to the Excise Tax imposed upon thmeats.

(b) Tax Opinion. Subject to the provisions of Sewcté.4(c), all determinations required to be maudeun this Section 4.4, including whether
and when a Gross-Up Payment is required and theatinod such Gross-Up Payment and the assumptiolos tdilized in arriving at such
determination, shall be made by a nationally reemghaccounting firm or law firm selected by ther@wation (the "Tax Firm"); provided,
however, that the Tax Firm shall not determine titmExcise Tax is payable by Officer unless it\ais to Officer a written opinion (the "T.
Opinion") that failure to pay the Excise Tax andéport the Excise Tax and the payments potentiaibject thereto on or with Officer's
applicable federal income tax return will not résanlthe imposition of an accuracy-related or otpenalty on Officer. All fees and expenses
of the Tax Firm shall be borne solely by the Cogpion. Within 15 business days of the receipt dfagofrom Officer that there has been a
Payment, or such earlier time as is requesteddZtirporation, the Tax Firm shall make all deteations required under this Section 4.4,
shall provide to the Corporation and Officer a terntreport setting forth such determinations, togetvith detailed supporting calculations,
and, if the Tax Firm determines that no Excise iBgxayable, shall deliver the Tax Opinion to Officeny Gross-Up Payment, as determined
pursuant to this Section 4.4, shall be paid byGbeporation to Officer within fifteen days of theceipt of the Tax Firm's determination.
Subject to the remainder of this Section 4.4, astgrnination by the Tax Firm shall be binding uploe Corporation and Officer; provided,
however, that Officer shall only be bound to theeakthat the determinations of the Tax Firm hedaunincluding the determinations mad:
the Tax Opinion, are reasonable and reasonablyosigepby applicable law. As a result of the undetyain the application of Section 4999
the Code at the time of the initial determinatigrtie Tax Firm hereunder, it is possible that GildpsPayments which will not have been
made by the Corporation should have been made €tpagment"), consistent with the calculations rezplito be made hereunder. In the
event that it is ultimately determined in accordamdth the procedures set forth in Section 4.4{a} Officer is required to make a payment of
any Excise Tax, the Tax Firm shall reasonably deitez the amount of the Underpayment that has oedwand any such Underpayment shall
be promptly paid by the Corporation to or for treméfit of Officer. In determining the reasonablenesTax Firm's determinations hereunc
and the effect thereof, Officer shall be provide@a@sonable opportunity to review such determinatioith Tax Firm and Officer's tax
counsel. Tax Firm's determinations hereunder, had ax Opinion, shall not be deemed reasonablé@fiiter's reasonable objections and
comments thereto have been satisfactorily accomtaddyy Tax Firm.

(c) Notice of IRS Claim. Officer shall notify theo€poration in writing of any claims by the Interf@venue Service that, if successful, wc
require the payment by the Corporation of the GkdgdPayment. Such notification shall be given amsas practicable but no later than 30
calendar days after Officer actually receives moiicwriting of such claim and shall apprise theg@wation of the nature of such claim and
the date on which such claim is requested to be paovided, however, that the failure of Officerrtotify the Corporation of such claim (or
to provide any required information with respedartto) shall not affect any rights granted to @ffiander this

Section 4.4 except to the extent that the Corpamat materially prejudiced in the defense of sdelim as a direct result of such failure.
Officer shall not pay such claim prior to the egpion of the 30day period following the date on which he giveshsnotice to the Corporatit
(or such shorter period ending on the date thafpayynent of taxes with respect to such claim ig.déi¢he Corporation notifies Officer in
writing prior to the expiration of such period thiadlesires to contest such claim, Officer shallati®f the following:

I. give the Corporation any information reasonaielguested by the Corporation relating to such glaim

. take such action in connection with contestsugh claim as the Corporation shall reasonablyagtjn writing from time to time,
including, without limitation, accepting legal regentation with respect to such claim by an atiosstected by the Corporation and
reasonably acceptable to Officer;



lll. cooperate with the Corporation in good faithdrder effectively to contest such claim;

IV. if the Corporation elects not to assume andmdithe defense of such claim, permit the Corpgorato participate in any proceedings
relating to such claim;

provided, however, that the Corporation shall lzeat pay directly all costs and expenses (includihdjtional interest and penalties) incurred
in connection with such contest and shall indemaifg hold Officer harmless, on an after-tax bdsisany Excise Tax or income tax
(including interest and penalties with respectat@rimposed as a result of such representationpayishent of costs and expenses. Without
limiting the foregoing provisions of this

Section 4.4, the Corporation shall have the righits sole option, to assume the defense of antta@ll proceedings in connection with s
contest, in which case it may pursue or foregoanty all administrative appeals, proceedings, hgardmd conferences with the taxing
authority in respect of such claim and may eithezal Officer to pay the tax claimed and sue foefand or contest the claim in any
permissible manner, and Officer agrees to prosexudk contest to a determination before any adimétiige tribunal, in a court of initial
jurisdiction and in one or more appellate courssthee Corporation shall determine; provided, howetat if the Corporation directs Offic

to pay such claim and sue for a refund, the Cotfmrahall advance the amount of such payment fiw®@f on an interest-free basis and shall
indemnify and hold Officer harmless, on an aftertiasis, from any Excise Tax or income tax (inahgdinterest or penalties with respect
thereto) imposed with respect to such advance ibr ispect to any imputed income with respect th sidvance; and further provided that
any extension of the statute of limitations relgtio payment of taxes for the taxable year of @ffiwith respect to which such contested
amount is claimed to be due is limited solely torsoontested amount. Furthermore, the Corporati@iis to assume the defense of and
control the contest shall be limited to issues watbpect to which a Gross-Up Payment would be paeysreunder and Officer shall be
entitled to settle or contest, as the case magrepther issue raised by the Internal Revenuei&@eor any other taxing authority.

(d) Right to Tax Refund. If, after the receipt bifi€er of an amount advanced by the Corporatiorspant to Section 4.4, Officer becomes
entitled to receive any refund with respect to scleim, Officer shall

(subject to the Corporation's complying with thguiegements of Section 4.4(c)) promptly pay to tleegoration the amount of such refund
(together with any interest paid or credited tharefier taxes applicable thereto). If, after theeipt by Officer of an amount advanced by the
Corporation pursuant to Section 4.4(c), a detertiinas made that Officer is not entitled to a reduvith respect to such claim and the
Corporation does not notify Officer in writing diintent to contest such denial of refund prioth® expiration of 30 days after such
determination, then such advance shall, to thenéxtesuch denial, be forgiven and shall not beuegl to be repaid and the amount of
forgiven advance shall offset, to the extent thErb@ amount of Gross-Up Payment required to be. pa

5. NON-COMPETITION; DISCLOSURE OF INVESTMENTS. Duag the term of this Agreement, including the peribdny, during which
Officer shall be entitled to severance compensatiosuant to Section 4.2, Officer shall not engageny activity competitive with the
Corporation. Simultaneously with Officer's executwf this Agreement and upon each anniversaryetidifiective Date, Officer shall notify
the Chairman of the Compensation Committee of #tare and extent of Officer's investments, stodkihgs, employment as an employee,
director, or any similar interest in any businessmterprise other than Corporation; provided, havethat Officer shall have no obligation
disclose any investment under $100,000 in valwengrholdings of publicly traded securities whick aot in excess of one percent of the
outstanding class of such securities. Notwithstagdiny provision herein to the contrary, the restms and covenants of this Section 5 shall
not apply in the event of a Termination Upon a Gfgaim Control.

6. MISCELLANEOQOUS.

6.1 Payment Obligations. Corporation's obligatiopay Officer the compensation and to make thengements provided herein shall be
unconditional, and Officer shall have no obligatighatsoever to mitigate damages hereunder. I&litig after a Change in Control shall be
brought to enforce or interpret any provision cored herein, Corporation, to the extent permittgcpplicable law and the Corporation's
Articles of Incorporation and Bylaws, hereby indéfies Officer for Officer's reasonable attorneyee$ and disbursements incurred in such
litigation.



6.2 CONFIDENTIALITY. Officer agrees that all conédtial and proprietary information relating to thesiness of Corporation shall be kept
and treated as confidential both during and aftertérm of this Agreement, except as may be paxditt writing by Corporation's Board of
Directors or as such information is within the paldomain or comes within the public domain withaay breach of this Agreement.

6.3 WAIVER. The waiver of the breach of any prowisiof this Agreement shall not operate or be coestias a waiver of any subsequent
breach of the same or other provision hereof.

6.4 ENTIRE AGREEMENT; MODIFICATIONS. Except as otlhgse provided herein, this Agreement represerg<etitire understanding
among the parties with respect to the subject maéeeof, and this Agreement supersedes any apdiatlunderstandings, agreements, plans
and negotiations, whether written or oral, withpexs to the subject matter hereof, including withouitation, any understandings,
agreements or obligations respecting any pasttardicompensation, bonuses, reimbursements or p#yanents to Officer from Corporatic

All modifications to the Agreement must be in wrgiand signed by the party against whom enforcewiesuch modification is sought.

6.5 NOTICES. All notices and other communicationder this Agreement shall be in writing and shallgiven by telegraph or first class
mail, certified or registered with return receiptjuested, and shall be deemed to have been déy thivee days after mailing or 12 hours
after transmission of a telegram to the respeg@rsons named below:

If to Corporation:

Healthcare Realty Trust Incorporated
3310 West End Avenue
Nashville, Tennessee 37203

Phone: (615) 269-8175
Fax: (615) 269-8122

If to Officer:

Mr. Timothy G. Wallace
424 Maplewood Drive
Franklin, Tennessee 37064

Any party may change such party's address for @ty notice duly give pursuant to this Section 6.5

6.6 HEADINGS. The Section headings herein are bdrfor reference and shall not by themselves uhétierthe construction or
interpretation of this Agreement.

6.7 GOVERNING LAW. This Agreement shall be goveridand construed in accordance with the laws @f3tate of Tennessee.

6.8 ARBITRATION. Any controversy or claim arisingioof or relating to this Agreement, or breach ¢oéy shall be settled by arbitration in
Nashville, Tennessee in accordance with the RiléseoAmerican Arbitration Association, and judgrhapon any proper award rendered
the Arbitrators may be entered in any court hayimgdiction thereof. There shall be three arbdraf one to be chosen directly by each party
at will, and the third arbitrator to be selectedthy two arbitrators so chosen. To the extent gerthby the Rules of the American Arbitration
Association, the selected arbitrators may graniteble relief. Each party shall pay the fees ofdhatrator selected by him and of his own
attorneys, and the expenses of his witnesses hathal expenses connected with the presentatitisafase. The cost of the arbitration
including the cost of the record or transcriptgdiog, if any, administrative fees, and all othezsf@and costs shall be borne equally by the
parties. To the extent that Officer prevails wiéspect to any portion of an arbitration award, €ffishall be reimbursed by the
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Corporation for the costs and expenses incurre@ffiger in connection with the arbitration in an @nmt proportionate to the award to Offi
as compared to the amount in dispute.

6.9 SEVERABILITY. Should a court or other body afnepetent jurisdiction determine that any provisidithis Agreement is excessive in
scope or otherwise invalid or unenforceable, suolipion shall be adjusted rather than voidedpggible, and all other provisions of this
Agreement shall be deemed valid and enforcealileetextent possible.

6.10 SURVIVAL OF CORPORATION'S OBLIGATIONS. Corpdian's obligations hereunder shall not be termithdig reason of any
liquidation, dissolution, bankruptcy, cessatiorbasiness, or similar event relating to the CorporatThis Agreement shall not be terminated
by any merger or consolidation or other reorgaionanf the Corporation. In the event any such mergensolidation or reorganization shall
be accomplished by transfer of stock or by transferssets or otherwise, the provisions of thise&gnent shall be binding upon and inure to
the benefit of the surviving or resulting corpooatior person. This Agreement shall be binding ugnmeh inure to the benefit of the executors,
administrators, heirs, successors and assign® gfatties; provided, however, that except as hengimessly provided, this Agreement shall
not be assignable either by the Corporation (eximeah affiliate of the Corporation in which ev&udrporation shall remain liable if the
affiliate fails to meet any obligations to make pants or provide benefits or otherwise) or by Qfffic

6.11 COUNTERPARTS. This Agreement may be executexhe or more counterparts, all of which taken tiogleshall constitute one and
same Agreement.

6.12 WITHHOLDINGS. All compensation and benefitQQéficer hereunder shall be reduced only by alkfed] state, local and other
withholdings and similar taxes and payments thataquired by applicable law. Except as otherwpeiically agreed by Officer, no other
offsets or withholdings shall apply to reduce thgment of compensation and benefits hereunder.

6.13 INDEMNIFICATION. In addition to any rights iademnification to which Officer is entitled to uerdthe Corporation's Articles of
Incorporation and Bylaws, Corporation shall indeipffficer at all times during and after the terifrtliis Agreement to the maximum extent
permitted under Section 2-418 of the General Cerpam Law of the State of Maryland or any succegsovision thereof and any other
applicable state law, and shall pay Officer's esperin defending any civil or criminal action, soit proceeding in advance of the final
disposition of such action, suit, or proceedinght® maximum extent permitted under such applicataite laws.

IN WITNESS WHEREOF, the parties hereto have exeatthis Agreement effective as of the day and yiestr dbove written.
CORPORATION:

HEALTHCARE REALTY TRUST INCORPORATED

Name: David R Enmery
Title: President and Chai rnman
Date: Novenber 1, 1999

OFFICER:

By: 1S/

Timothy G Wl | ace
Dat e: Novenber 1, 1999
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EXHIBIT 10.15

AMENDMENT NO. 2
TERM LOAN CREDIT AGREEMENT

THIS AMENDMENT NO. 2 dated as of January 14, 200@ (‘Amendment") to the Term Loan Credit Agreenreférenced below, is by a
among HEALTHCARE REALTY TRUST INCORPORATED, a Maayld corporation, and CAPSTONE CAPITAL CORPORATIGN,
Maryland corporation, as Borrowers, the banks ifiedttherein and BANK OF AMERICA, N.A. (formerlydown as NationsBank, N.A.), as
Administrative Agent. Terms used but not othervdséned shall have the meaning provided in the Teoan Credit Agreement.

WITNESSETH

WHEREAS, a $200 million term loan facility, congigf of a $187.4 million Tranche A Term Loan to Hbahre Realty Trust Incorporated
("HRT") and a $12.6 million Tranche B Term LoanQGapstone Capital Corporation ("CCT", and togethigh WRT, the "Borrowers"), was
established pursuant to the terms of that Credie@gent dated as of October 15, 1998 (as amendechadified, the "Term Loan Credit
Agreement”) among HRT and CCT, as Borrowers, tmkdadentified therein, and NationsBank, N.A., (nkmown as Bank of America,
N.A.), as Administrative Agen

WHEREAS, approximately $113,700,000 remains outhtanon the Tranche A Term Loan and the TrancheBriTLoan has been paid;
WHEREAS, HRT has requested extension of the TraAclierm Loan and certain other modifications to Teem Loan Credit Agreement;
WHEREAS, the Banks have agreed to the requesteth&rh and modifications on the terms and conditget forth herein;

NOW, THEREFORE, IN CONSIDERATION of the premiseslather good and valuable consideration, the réegig sufficiency of whicl
are hereby acknowledged, the parties hereto agréslaws:

1. The Term Loan Credit Agreement is amended andifiad in the following respects:
1.1 The Tranche A Maturity Date is extended to Api, 2000.
1.2 The definition of "Applicable Percentage" incBen 1.1 of the Term Loan Credit Agreement is adezhto read as follows:

"Applicable Percentage" means, for any day, a peum rate equal to (a) in the case of Eurodollarsy 2.00% and (b) in the case of Base
Rate Loans, 1.00%.

2. The parties hereto agree that if on March 1802ank of America, N.A. holds more than $25 miiliof the aggregate principal amount of
the Tranche A Term Loan, then (a) the ApplicablecBetage for Eurodollar Loans shall be increase2ii6% and (b) the Applicable
Percentage for Base Rate Loans shall be increase8@%, in each case, on and from such date.

3. This Amendment shall be effective upon executiereof by the Banks and the Borrow



4. HRT covenants and agrees that, within five @)sdfollowing the date of this Amendment, it willypto the Agent, for the ratable benefit of
the Banks holding the Tranche A Term Loan, an esitanfee of 25 basis points (0.25%) on the outstanprincipal balance of the Tranche
Term Loan as of the date of this Amendment.

5. HRT will deliver to the Agent on or before Janual, 2000 certified copies of resolutions andeotthocumentation evidencing approval of
the transactions contemplated in this Amendmentaaledal opinion of counsel for the Borrowers,omfi reasonably satisfactory to the Ac
and the Banks, and including, among other thingfreeability of this Amendment.

6. Except as modified hereby, all of the terms pirovisions of the Term Loan Credit Agreement (idighg schedules and exhibits) shall
remain in full force and effect.

7. The Borrowers agree to pay all reasonable @ratsexpenses of the Agent in connection with tie@aration, execution and delivery of this
Amendment, including the reasonable fees and egsesfsMoore & Van Allen, PLLC.

8. This Amendment may be executed in any numbeowiterparts, each of which when so executed alinvbdesd shall be deemed an
original, and it shall not be necessary in makirgppof this Amendment to produce or account forentan one such counterpart.

9. This Amendment shall be governed by and condtiuiaccordance with the laws of the State of N@d#mnolina.

[Remainder of Page Intentionally Left Blank]



IN WITNESS WHEREOF, each of the undersigned pahgscaused this Amendment to be executed as dathand year first above
written.

BORROWERS: HEALTHCARE REALTY TRUST INCORPORATED,

a Maryland corporation

Name: Roger O West
Title: Executive Vice President

AGENT: BANK OF AMERICA, N.A. (formerly known as
NationsBank, N.A.), as Agent under the Term Loan
Credit Agreement

By IS/
Name: Ashley M. Crabt ree
Title: Managing Direct or

BANKS: BANK OF AMERICA, N.A. (formerly known as NainsBank, N.A.)

Name: Ashley M Crabtree
Title: Managing Director
Title:



ACKNOWLEDGED & AGREED:

GUARANTORS:

a Texas corporation

HEALTHCARE REALTY SERVICES INCOR
an Alabama corporation

HR ASSETS, INC., a Texas corpora
FIR CAPITAL, INC., a Texas corpo

HR FUNDING, INC., a Texas corpor
HR INTERESTS, INC., a Texas corp
HR OF TEXAS, INC., a Maryland co
HRT OF ALABAMA, INC., an Alabama
HRT OF DELAWARE, INC., a Delawar
HRT OF FLORIDA, INC., a Florida
HRT OF ROANOKE, INC. a Virginia
HRT OF TENNESSEE, INC., a Tennes
HRT OF VIRGINIA, INC., a Virgini
PENNSYLVANIA HRT, INC., a Pennsy
HR of SAN ANTONIO, INC., a Texas

By: IS/

Name: Roger O. West
Title: Executive Vice President
for each of the foregoing subsid

DURHAM MEDICAL OFFICE BUILDING,

INC.,
PORATED,

tion

ration

ation

oration
rporation
corporation

e corporation
corporation
corporation
see corporation
a corporation
Ivania corporation
corporation

iaries

PASADENA MEDICAL PLAZA SSJ, LTD.,

a Florida limited partnership By: Healthcare Redltyst Incorporated, a Maryland corporation

Name: Roger O West
Title: Executive Vice President

SAN ANTONIO SSP, LTD., a Texas limited partnersBiyz HR of San Antonio, Inc., a Texas corporation General Partner

Name: Roger O West
Title: Executive Vice President

HR ACQUISITION | CORPORATION,

flk/a Capstone Capital Corporation, a Maryland ooation
CAPSTONE CAPITAL OF ALABAMA, INC.,

an Alabama corporation
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CAPSTONE-CAPITAL OF BAYTOWN, INC.,
an Alabama corporation
CAPSTONE CAPITAL OF BONITA BAY, INC.,
an Alabama corporation
CAPSTONE CAPITAL OF CALIFORNIA, INC.,
an Alabama corporation
CAPSTONE CAPITAL OF CAPE CORAL, INC.,
an Alabama corporation
CAPSTONE CAPITAL OF KENTUCKY, INC.,
an Alabama corporation
CAPSTONE CAPITAL OF LAS VEGAS, INC.,
an Alabama corporation
CAPSTONE CAPITAL OF LOS ANGELES, INC.,
an Alabama corporation
CAPSTONE CAPITAL OF MASSACHUSETTS, INC.,
an Alabama corporation
CAPSTONE CAPITAL OF OCOEE, INC.,
an Alabama corporation
CAPSTONE CAPITAL OF PENNSYLVANIA, INC.,
a Pennsylvania corporation
CAPSTONE CAPITAL OF PORT ORANGE, INC.,
an Alabama corporation
CAPSTONE CAPITAL PROPERTIES, INC.,
an Alabama corporation
CAPSTONE CAPITAL OF SARASOTA, INC.,
an Alabama corporation
CAPSTONE CAPITAL SENIOR HOUSING, INC.,
an Alabama corporation
CAPSTONE CAPITAL OF TEXAS, INC
an Alabama corporation
CAPSTONE CAPITAL OF VIRGINIA, INC.,
an Alabama corporation

Name: Roger O West

Title: Executive Vice President

for each of the foregoing subsidiaries of HR Acquisition |
Cor por ati on;

CAPSTONE OF BONITA BAY, LTD., an Alabama
limited partnership

By: CAPSTONE CAPITAL OF BONITA BAY, INC., an Alabam a

corporation, as General Partner

Name: Roger O West
Title: Executive Vice President
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CAPSTONE OF CAPE CORAL, LTD., an Alabama limitedtparship
By: CAPSTONE CAPITAL OF CAPE CORAL. INC..
an Alabama corporation, as General Partner

Name: Roger O West
Title: Executive Vice President

CAPSTONE OF LAS VEGAS, LTD., an Alabama limited {pearship
BY: CAPSTONE CAPITAL OF LAS VEGAS, INC.,
an Alabama corporation, as General Partner

Name: Roger O West
Title: Executive Vice President

CAPSTONE OF LOS ANGELES, LTD., an Alabama
limited partnership
By: CAPSTONE CAPITAL OF LOS ANGELES, INC., an Alabama
Corporation, as General Partner

Name: Roger O West
Title: Executive Vice President

CAPSTONE OF OCOEE, LTD., an Alabama limited parshgy By: CAPSTONE CAPITAL OF OCOEE, INC., an Alabarorporation, as
General Partner

Name: Roger O West
Title: Executive Vice President

CAPSTONE OF PORT ORANGE, LTD., an Alabama
limited partnership
By: CAPSTONE CAPITAL OF PORT ORANGE, INC.,
an Alabama corporation, as General Partner

Name: Roger O West
Title: Executive Vice President

CAPSTONE CAPITAL OF SAN ANTONIO, LTD.,
an Alabama limited partnership

By: CAPSTONE CAPITAL OF TEXAS, INC., an Alabama poration, as General Partner

Name: Roger O West
Title: Executive Vice President
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CAPSTONE OF SARASOTA, LTD., an Alabama limited pentship
By: CAPSTONE CAPITAL OF SARASOTA, INC.,
an Alabama corporation, as General Partner

Name: Roger O West
Title: Executive Vice President

CAPSTONE OF VIRGINIA LIMITED PARTNERSHIP, an
Alabama limited partnership
BY CAPSTONE CAPITAL OF VIRGINIA, INC., an Alabama
corporation, as General Partner

Name: Roger O West
Title: Executive Vice President

CAP-BAY IV, LTD., an Alabama limited partnership BCAPSTONE CAPITAL SENIOR HOUSING, INC., an Alabamarporation, as
General Partner

Name: Roger O West
Title: Executive Vice President

CAP-BAY V, LTD., an Alabama limited partnership BRAPSTONE CAPITAL SENIOR HOUSING, INC., an Alabarmarporation, as
General Partner

Name: Roger O West
Title: Executive Vice President

CAP-BAY VII, LTD., an Alabama limited partnership
By: CAPSTONE CAPITAL SENIOR HOUSING, INC.,
an Alabama corporation, as General Partner

Name: Roger O West
Title: Executive Vice President

CAP-BAY VIII, LTD., an Alabama limited partnership
By: CAPSTONE CAPITAL SENIOR HOUSING, INC.,
an Alabama Corporation, as General Partner

Name: Roger O West
Title: Executive Vice President
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EXHIBIT 13

Selected Financial
INFORMATION

The following table sets forth financial informatidor the Company which is derived from the Cordatied Financial Statements of the

Company (Dollars in thousands, except per shai@®dat

Years Ended December

1999 1998 (2) 1997

STATEMENT OF INCOME DATA:

Total revenues $ 187,257 $ 92,429 $ 59,796

Interest expense $ 38603 $ 13,057 $ 7,969

Net income $ 86,027 $ 40,479 $ 31,212

Net income per share - Basic $ 202 $ 166 $ 171

Net income per share - Diluted $ 199 $ 163 $ 1.68

Weighted average shares outstanding - Basic 39,326,594 24,043,942 18,222,243

Weighted average shares outstanding - Diluted 39,810,306 24,524,600 18,572,492
BALANCE SHEET DATA (AS OF THE END OF THE PERIOD):

Real estate properties, net $1,315,150 $1,337,439 $ 466,273

Total assets $1,607,964 $1,612,423 $ 488,514

Notes and bonds payable $ 563,884 $ 559,924 $ 101,300

Total stockholders' equity $1,017,903 $1,017,704 $ 376,472
OTHER DATA:

Funds from operations - Basic (1) $ 105,727 $ 59,667 $ 42,337

Funds from operations - Diluted (1) $ 105,727 $ 59,731 $ 42,337

Funds from operations per share - Basic (1) $ 269 $ 248 $ 232

Funds from operations per share - Diluted (1) $ 266 $ 244 $ 228

Dividends declared and paid per share $ 215 $ 207 $ 1.99

(1) See Note 11 to Consolidated Financial Statesnent
(2) See Note 2 to Consolidated Financial Statem

31,
1996 1995
$ 38574 $ 33,361
$ 7344 $ 5,083
$ 19,732 $ 18,258
$ 152 $ 141
$ 149 $ 141
13,014,286 12,931,082
13,261,291 12,970,326
$ 416,034 $ 318,480
$ 427505 $ 336,778
$ 168,618 $ 92,970
$ 245964 $ 234,448
$ 28,036 $ 25490
$ 28,036 $ 25490
$ 215 $ 197
$ 211 $ 197
$ 191 $ 1.83



Management's Discussion and Analysis of Financial@dition
AND RESULTS OF OPERATIONS

OVERVIEW

The Company operates under the Internal Revenue @0H986, as amended (the "Code"), as an indefiifié real estate investment trust
("REIT"). The Company, a self-managed and self-aisteéred REIT, follows a general growth strateggt integrates owning, managing, and
developing income-producing real estate propeargsmortgages associated with the delivery of heate services throughout the United
States. Management believes that by providingedledal estate services, it can differentiate thm@any's competitive market position,
expand its asset base and increase revenue.

Substantially all of the Company's revenues arivéérfrom rentals on its healthcare real estatpgnty facilities, interest earned on mortg
loans and from the temporary investment of fundshiortterm instruments and from management and developseevices. Leases and ot
financial support arrangements with respect taGbmpany's healthcare real estate facilities gelyezabure that increased costs and expe
incurred with respect to the operation of the fies will be borne by tenants and healthcare pters related to the facilities. The Company
incurs operating and administrative expenses, ipétly compensation expense for its officers artteoemployees, office rental and related
occupancy costs and various expenses incurreeiprtitess of acquiring additional properties.

RESULTS OF OPERATIONS
1999 Compared to 1998

On October 15, 1998, the Company acquired by mégestone Capital Corporation ("Capstone"). Thelpase price is summarized as
follows (in thousands):

Common stock $ 532,554
Preferred stock 72,052
Cash and cash equivalents 8,330
Liabilities assumed 424,897
Total Purchase Price $1,037,833

The assets acquired in the Capstone merger are atmach as follows (in thousands):

Real estate properties $ 804,178
Mortgage notes receivable 211,590
Cash and cash equivalents 13,767
Other assets 8,298

Total Assets Acquired $ 1,037,833

The results of operations of the Company have bagificantly affected by the Capstone merger. Assalt of this transaction in 1998, the
Company acquired 111 properties and 75 mortgagisanfair value of $804.2 million and $211.6 millicespectively. The merger was
effective October 15, 1998; therefore, 1998 codstdid revenues and expenses of the Company réfeeetfect of the Capstone assets
acquired and liabilities assumed for only 2.5 merith1998 versus the entire year for 1999. The apsnvestments, along with
commitments acquired in the merger, resulted intaeél master lease rent, straight line rent arapprty operating income, net of operating
expenses, for the year ended December 31, 1987305 million, a $59.0 million or 407.1% increasen 1998. Mortgage interest income in
1999 resulting from these Capstone investmentsp24<2 million, a $20.4 million or 543.3% increasenfi 1998. Interest and other income
attributed to the Capstone acquisition for the gearded 1999 and 1998 was $1.4 million and $0.Homjlrespectively, a 286.2% increase.
Depreciation and amortization expense for the gaded December 31, 1999 attributed to the Capstomeisition was $24.8 million
compared to $2.9 million in 1998, a $21.9 millian789.0% increase.

For the year ended December 31, 1999, net incorseb®@.0 million, or $2.02 per basic share of commstoek ($1.99 per diluted share), on
total revenues of $187.3 million compared to nebme of $40.5 million, or $1.66 per basic shareafimon stock ($1.63 per diluted share),
on total revenues of $92.4 million, for the yeadeth December 31, 1998. Funds from operations (“fFR@% $105.7 million, or $2.69 per
basic share ($2.66 per diluted share), for the grded December 31, 1999 compared to $59.7 milin/2.48 per basic share ($2.44 per
diluted share), in 199!



(Dollars in thousands) 1999 1998

REVENUES
Master lease rental income $ 92,070 $ 47,512
Property operating income 57,778 35,269
Straight line rent 6,885 1,265
Total rental income 156,733 84,046
Mortgage interest income 26,254 5,120
Management fees 2,727 2,056
Interest and other income 1,543 1,207
187,257 92,429
EXPENSES
General and administrative 7,287 11,126
Property operating expenses 21,077 11,978
Interest 38,603 13,057
Depreciation 38,566 15,965
Amortization 473 499
106,006 52,625
Net income before net gain on real estate disp osals 81,251 39,804
Net gain on real estate disposals 4,776 675
Net income $ 86,027 $ 40,479

Total revenues for the year ended December 31, ¢88fpared to the year ended December 31, 199&ased $94.8 million or 102.6%.

Master lease rent, straight line rent and propepsrating income increased $72.7 million or 86.5%cluding the effect of the Capstone
merger, master lease rent, straight line rent aopgsty operating income increased $4.8 millior7 @%. During 1999, the Company acqui
two revenue-producing properties, and 11 propeudeter construction were completed and began dpasat

Mortgage interest income increased $21.1 millioA12.8% for the year ended December 31, 1999 cadparl998 substantially due to the
Capstone merger.

Interest and other income for the year ended Deeeib, 1999 was $1.5 million compared to $1.2 onillior the year ended December 31,
1998. Excluding the effect of the Capstone merigégrest and other income decreased $0.7 milliomfi998 to 1999. In 1998, the Company
recognized development fee income from a thirdypamject of $0.5 million, and the Company's averagsh balance was higher in 1998
resulting in more interest income for the year.

Third party management fees for the year ended dbee31, 1999 compared to 1998 increased $0.7omitlr 32.6% due primarily to the
addition of over 50 buildings with approximatel@nillion square feet under property management.

Total expenses for the year ended December 31, 4889$106.0 million compared to $52.6 million @98, an increase of $53.4 million or
101.4%.

Interest expense for the year ended December 39, t®mpared to 1998, increased $25.5 million &.%. In conjunction with the
Capstone merger in 1998, the Company repaid tretamding balances under both Capstone's and itsiosgcured credit facilities and
entered into a $265.0 million unsecured creditlitgcand a $200.0 million unsecured term loan. Bherage outstanding balances under its
credit facilities and term loan for the year end889 compared to 1998 was $368.1 million and $81lBon, respectively, increasing interest
expense in 1999 by approximately $18.6 million. Thbordinated convertible debentures and mortgatgspayable assumed by the
Company in the Capstone merger resulted in anédseref $8.6 million in interest expense for thery@aled December 31, 1999, compare
1998. These increases to interest expense discabsed were offset by decreases to interest exphres® an increase in capitalized interest
of $0.5 million from 1998 to 1999 and a decreas$108 million to interest expense on the Company&ecured notes due to scheduled
repayments.

Depreciation expense increased $22.6 million dibstsutially to the properties acquired in the Capstmerger. Excluding the effect of the
Capstone merger, depreciation expense increas8drilion, resulting primarily from the acquisitiaf 11 properties during 1998 and 1999.

Property operating expenses for the year endedrbte=e31, 1999, compared to 1998, increased $9libmdr 76.0% due mainly to the
properties acquired in the Capstone merger.

General and administrative expenses decreasedriich or 34.5% for the year ended December 3B9l@ompared to 1998. During 1998,
the Company recognized a $6.3 million write-off é@rtain capitalized software costs, leasehold avwgments, organization and other
deferred costs which were deemed to have no cangrualue



and for incremental internal costs incurred in ooijion with the Capstone merger. After consideratf the write-off, the net $2.5 million
increase was primarily due to the increased nurobemployees for property management, developnaet,other servicbased activities, ¢
increase and expansion of the corporate officeeleasd the write-off of certain project costs dgri999.

During 1999, the Company sold five facilities amgk @artnership interest in a facility resultingnigt gains of $4.8 million, while the
Company's 1998 dispositions resulted in net gafir& million.

1998 Compared to 1997

The results of operations of the Company were Baanitly affected by the Capstone merger. For & yended December 31, 1998, net
income increased approximately $12.3 million duthtoCapstone merger. As a result of this transacthe Company acquired 111
properties and 75 mortgages with a fair value @4%8 million and $211.6 million, respectively. Tkhdaavestments resulted in additional
master lease rent, straight line rent, mortgagerést income and property operating income, nepefating expenses, for the year of $18.2
million, as well as, additional interest and otherome of $0.4 million. The Company also assumeps@me's 6.55% and 10.5% convertible
subordinated debentures and notes payable, wéhesttrates ranging from 7.625% to 9.0%, with éective fair value of $138.0 million,
which resulted in interest expense of $1.4 milfionthe period October 15, 1998 through Decembe1928.

For the year ended December 31, 1998, net incorsepd@.5 million, or $1.66 per basic share of commstoek ($1.63 per diluted share), on
total revenues of $92.4 million compared to nebime of $31.2 million, or $1.71 per basic sharearhmon stock ($1.68 per diluted share),
on total revenues of $59.8 million, for the yeadeth December 31, 1997. Funds from operation was/$68lion, or $2.48 per basic share
($2.44 per diluted share), for the year ended Déeer8l, 1998 compared to $42.3 million, or $2.32h@esic share ($2.28 per diluted share),
in 1997.

(Dollars in thousands) 1998 1997
REVENUES
Master lease rental income $ 47,512 $ 40,298
Property operating income 35,269 14,631
Straight line rent 1,265 0
Total rental income 84,046 54,929
Mortgage interest income 5,120 84
Management fees 2,056 1,499
Interest and other income 1,207 3,284
92,429 59,796
EXPENSES
General and administrative 11,126 3,807
Property operating expenses 11,978 5,008
Interest 13,057 7,969
Depreciation 15,965 11,468
Amortization 499 332
52,625 28,584
Net income before net gain on real estate disp osals 39,804 31,212
Net gain on real estate disposals 675 0
Net income $ 40,479 $ 31,212

Total revenues for the year ended December 31,,X@®8pared to the year ended December 31, 1992ased $32.6 million or 54.6%.
Excluding the effect of the Capstone merger, taaénues for the year ended December 31, 1998 qechpathe year ended December 31,
1997 increased $12.9 million. This increase is pritm due to increases in master lease rental ircand property operating income. During
1998, the Company acquired nine properties, anteperties under construction were completed @udib operations. Certain leases
acquired from Capstone contain escalating rentasraver the life of the leases; however, rentdime is recognized as earned on a straight
line basis over the life of the lease.

Third party property management fees for the yaded December 31, 1998, compared to the year ddeleeimber 31, 1997, increased $0.6
million or 37.2% due primarily to the addition ofer 60 buildings with approximately 2.6 million sqe feet under property management.

Interest and other income for the year ended Deeeib, 1998 was $1.2 million compared to $3.3 onillior the year ended December 31,
1997. Excluding the effect of the Capstone merigégrest and other incon



decreased $2.4 million from the year ending Decerlhe1997 to the year ending December 31, 1998nDuhe first quarter of 1997, the
Company completed a secondary offering and maiethanhigher than normal average cash and shortieestment balance.

Total expenses for the year ended December 31, @888$52.6 million, compared to $28.6 million fbe year ended December 31, 199"
increase of $24.0 million or 84.1%. General and iathbirative expenses increased $7.3 million. $6ilBan of this increase represents the
write-off of certain capitalized software costsdehold improvements, organization and other dedarosts which were deemed to have no
continuing value and incremental internal costsiired in conjunction with the Capstone merger. fiémaining $1.0 million increase is
primarily due to the increased number of employeeproperty management, development, and otheicgebased activities.

Property operating expenses for the year endedrbte=e31, 1998, compared to the year ended Decedihd97, increased $7.0 million.
Property operating expenses rose during 1998 éosdéime reasons property operating income increased.

Interest expense for the year ended December 3B, t®@mpared to the year ended December 31, 19&¢ased $5.1 million. At the time of
the Capstone merger, the Company repaid the odistabalances under both Capstone's and its owecunsd credit facilities and entered
into a $265.0 million unsecured credit facility aa&200.0 million unsecured term loan. During tearyended December 31, 1997, the
Company had an average outstanding balance usdansecured credit facility of $18.1 million, com@é to an average outstanding balance
under its unsecured credit facility and term loaringy the year ended December 31, 1998 of $82 [omilln addition, Capstone's
subordinated convertible debentures and notes fmyadre assumed by the Company in the merger, apitatized interest increased $0.7
million from 1997 to 1998.

Depreciation expense increased $4.5 million duéecsignificant increase during 1998 in deprecigtperties. Excluding the effect of the
Capstone merger, depreciation expense increasédrllion. This increase primarily resulted fromethcquisition of nine properties during
1998 and the completion in 1998 of two propertiedar construction at December 31, 1997.

During 1998, the Company sold one facility andagtiof land resulting in net gains of $0.7 million.
Liquidity and Capital Resources

On October 15, 1998, at the time of the Capstormgencthe Company repaid the outstanding balanedsriboth Capstone's and its own
unsecured credit facilities and entered into a $26@fllion unsecured credit facility (the "Unsecdr@redit Facility") with ten commercial
banks. The Unsecured Credit Facility bears inteaektBOR plus 1.05%, payable quarterly, and matune October 15, 2001. In addition,
Company will pay, quarterly, a commitment fee &fZh of 1% on the unused portion of funds availdbtedorrowings. At December 31,
1999, the Company had available borrowing capaity13.0 million under the Unsecured Credit Fagilit

At the time of the Capstone merger, the Compangredtinto a $200.0 million unsecured term loan (frexm Loan Facility") with
NationsBank (now Bank of America). The Term Loawgilg, as amended, bears interest at LIBOR pl@®%, payable quarterly, ai

matures on April 14, 2000. Effective January 14®0ahe Company amended its Term Loan Facility ement with Bank of America. If the
balance on the Term Loan Facility exceeds $25.0amibn March 14, 2000, the interest rate will is@se to LIBOR plus 2.50%. Since the
Capstone merger, the Company has received prof@adshe sale of assets and from mortgage prepatgnaerd reduced the unpaid balance
of the Term Loan Facility from $200.0 million to 337 million.

In 1995, the Company privately placed $90.0 millidrunsecured notes (the "Unsecured Notes") beamtegest at 7.41%, payable semi-
annually ($3.6 million for 2000), that mature orp&enber 1, 2002. The Company must repay $18.0amitf principal annually. At
December 31, 1999, $54.0 million was outstandindeunithe Unsecured Notes.

The Company assumed in the Capstone merger 10.58e@ible Subordinated Debentures and 6.55% CoiWei$ubordinated Debentures
having an aggregate principal balance of $78.2anilat December 31, 1999. In 2000, the Companypayl $5.3 million of interest on these
subordinated debentures.

In 1998, the Company sold an aggregate of 1.4anilihares of its common stock. The Company receineaggregate of $37.1 millionin r
proceeds from these transactions. The proceedsuserkto repay debt and were also used for adguisjtdevelopments and general
corporate purposes.

As of March 1, 2000, the Company can issue an agégeof approximately $123.8 million of securitremaining under the currently
effective registration statement. Due to the curnearket price of the Company's stock, the Compmogs not presently plan to offer stock
under its registration statement. The Company magler certain circumstances, borrow additional amtsin connection with the renovation
or expansion of its properties, the acquisitioml@velopment of additional properties or, as neecgsgameet distribution requirements for
REITs under the Code. The Company may raise additicapital or make investments by issuing, in joubi private transactions, debt
securities, but the availability and terms of anghsissuance will depend upon market and otheritond.



The Company generated net cash from operationddf a&f $91.8 million, an increase of $70.0 millivom 1998 and $51.4 million from
1997. The increase from 1998 results primarily fitwa increase in net income. The decrease in 1@®8 1997 resulted primarily from the
payment of accounts payable and accrued liabilitgssimed in the Capstone merger. Other signife@untces and uses of cash for investing
and financing activities are set forth in the Stagat of Cash Flows in the Consolidated Financiate3hents.

As of December 31, 1999, the Company had an investof approximately $20.0 million in six build-tuit developments in progress, wh
have a total remaining funding commitment of apprmtely $37.6 million. Further, the Company had agitments to purchase or provide
funding for the construction of other propertietiong $12.4 million at December 31, 1999. The Campalso had six mortgages under
development at December 31, 1999, which have areraaining funding commitment of approximately $million. The Company intends
to fund these commitments with internally generatash flow, proceeds from the sale of additionaktss proceeds from additional
prepayments of mortgage notes receivable, andiadalitcapital market financing.

At December 31, 1999, the Company had stockholdqrsty of $1.0 billion. The debt to total capitation ratio was approximately .352 to 1
at January 31, 2000.

On January 25, 2000, the Company declared an seiieats quarterly common stock dividend from $.5ér share ($2.18 annualized) to
$.55 per share ($2.20 annualized) payable to stddkls of record on February 4, 2000. This dividerad paid on February 16, 2000. The
Company presently plans to continue to pay its tguligrcommon stock dividends, with increases cdaniswith its current practice. In the
event that the Company cannot make additional tnvests in 2000 because of an inability to obtaiw rapital by issuing equity and debt
securities, the Company will continue to be ablpayg its common stock dividends in a manner coaststith its current practice. Should
access to new capital not be available, the Comjgangcertain of its ability to increase its qudgteommon stock dividends beyond 2000.

During 2000, the Company will pay quarterly divideron its 8 7/8% Series A Cumulative Preferred ISto¢he annualized amount of $2.22
per share.

Under the terms of the leases and other finanoj@bart agreements relating to most of the propgrtenants or healthcare providers are
generally responsible for operating expenses atebteelating to the properties. As a result of éh@sangements, with limited exceptions not
material to the performance of the Company, the @omg does not believe that any increases in theepty operating expenses or taxes
would significantly impact the operating resultsteé Company during the respective terms of theegents. The Company anticipates
entering into similar arrangements with respe@dditional properties it acquires or develops. Afte term of the lease or financial support
agreement, or in the event the financial obligaticequired by the agreement are not met, the Coynguaticipates that any expenditures it
might become responsible for in maintaining theppréies will be funded by cash from operations amdhe case of major expenditures,
possibly by borrowings. To the extent that unapttéd expenditures or significant borrowings aguired, the Company's cash available for
distribution and liquidity may be adversely affette

The Company plans to continue to meet its liquidiggds, including funding additional investment2@®0, paying its quarterly dividends
(with increases consistent with its current prasjcand funding the debt service on the 10.50% &xitme Subordinated Debentures, the
6.55% Convertible Subordinated Debentures, the tinsed Credit Facility, the Term Loan Facility, ahé Unsecured Notes from its cash
flows, the proceeds of mortgage loan repaymeniss sdi real estate investments and mortgage netesvable, and capital market financir
The Company is presently negotiating additionaltedmarket financing, the proceeds of which arpemted to repay the Term Loan Facility,
the Unsecured Credit Facility and to fund otheregahcorporate purposes. The Company believestthigquidity and sources of capital are
adequate to satisfy its cash requirements. The @ommowever, cannot be certain that these soofdesids will be available at a time and
upon terms acceptable to the Company in suffi@@mbunts to meet its liquidity needs.

Impact of Inflation

Inflation has not significantly affected the eagsrof the Company because of the moderate inflatitmand the fact that most of the
Company's leases and financial support arrangemegire tenants and sponsors to pay all or sonte@pmf the increases in operating
expenses, thereby reducing the risk of any adwdfsets of inflation to the Company. In additionflation will have the effect of increasing
gross revenue the Company is to receive undeethestof the leases and financial support arrangemeeases and financial support
arrangements vary in the remaining terms of olibgatfrom one to 23 years, further reducing thie ofsany adverse effects of inflation to 1
Company. The Unsecured Credit Facility bears isteaita variable rate; therefore, the amount @frest payable under the Unsecured Credit
Facility will be influenced by changes in st-term rates, which tend to be sensitive to inflat



Year 2000 Issue

During 1999, the Company completed its remediadiot testing of systems in connection with the Y2840 issue. As a result of these
efforts, the Company experienced no disruptionsalfunctions at any of its properties. The Compiaurred costs of less than $50,000 in
connection with testing and remediation for the Y2200 issue.

Market Risk

The Company is exposed to market risk, in the fofrthanging interest rates, on its debt and moeguaajes receivable. The Company has no
market risk with respect to derivatives and foreigmrency fluctuations. Management uses daily neoimig of market conditions and
analytical techniques to manage this risk.

At December 31, 1999 and 1998, the fair value efGlompany's variable rate debt approximates ityicgrvalue of $365.7 million and
$350.2 million, respectively. By definition, becauhe interest rate is variable, the carrying anofimariable rate debt will always
approximate its fair value. Assuming the Decemtigri®99 and 1998 carrying value of $365.7 milliowd $350.2 million, respectively, is
held constant, the hypothetical increase in inte¥egense resulting from a one percentage poine@se in interest rates, would be $3.7
million and $3.5 million, respectively. The intereate on variable rate debt is based on and Jariaith European interbank interest rates
(LIBOR).

At December 31, 1999 and 1998, the carrying vaftb@Company's fixed rate debt is $198.2 milliord 209.7 million, respectively, and
the fair value of the Company's fixed rate delatgproximately $190.9 million and $209.7 millionspectively. The fair value is based on the
present value of future cash flows discounted antlarket rate of interest. Market risk, expressetha hypothetical increase in fair value
resulting from a one percentage point increasatarést rates, is $4.1 million and $7.2 milliorspectively, for aggregate fixed rate debt.

At December 31, 1999 and 1998, the carrying vaftb@Company's fixed rate mortgage notes rece@ves$253.5 million and $237.6

million, respectively, and the fair value is apgroately $232.1 million and $237.6 million, respeety. The fair value is based on the present
value of future cash flows discounted at an assumattet rate of interest. Because no market rdtegerest are published for these assets,
the market rate of interest is assumed to be time spread to U.S. Treasury yields for comparablirtias that existed when the mortgage
notes receivable were acquired in the CapstoneenergOctober 15, 1998, adjusted to published Tr&asury yields. Market risk, at
December 31, 1999 and 1998, expressed as the leyjpaltdecrease in fair value resulting from a pagentage point increase in interest
rates, is $10.6 million and $10.7 million, respeely, on the aggregate portfolio of fixed rate ngage notes receivable.

Cautionary Language Regarding Forward Looking Statenents

Statements in this Annual Report on Form 10-K #ratnot historical, factual statements are "forwaoking statements” within the meaning
of the Private Securities Litigation Reform Acti#95. The statements include, among other thingements regarding the intent, belief or
expectations of the Company and its officers amdbeaidentified by the use of terminology suchmay", "will", "expect”, "believe",
"intend”, "plan”, "estimate", "should" and othemgparable terms. In addition, the Company, throagkénior management, from time to ti
makes forward looking oral and written public staémts concerning the Company's expected futureatipas and other developments.
Shareholders and investors are cautioned thatevidrivard looking statements reflect the Compaggtsd faith beliefs and best judgment
based upon current information, they are not guaesnof future performance and are subject to kranehunknown risks and uncertainties.
Actual results may differ materially from the expaons contained in the forward looking statemexsts: result of various factors. For a m

detailed discussion of these, and other factoes]teen 1 of the Company's Form-K for the fiscal year ended December 31, 1¢



Report of
INDEPENDENT AUDITORS

THE BOARD OF DIRECTORS AND STOCKHOLDERS
HEALTHCARE REALTY TRUST INCORPORATED

We have audited the accompanying consolidated balsineets of Healthcare Realty Trust Incorporaseaf ®ecember 31, 1999 and 1998,
and the related consolidated statements of incetnekholders' equity, and cash flows for each efttiree years in the period ended
December 31, 1999. These financial statementdhareesponsibility of the Company's management.r@sponsibility is to express an
opinion on these financial statements based omodits.

We conducted our audits in accordance with audi&bagdards generally accepted in the United Statesse standards require that we plan
and perform the audit to obtain reasonable assarabout whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarstatements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audits providesgonable basis for our opinion.

In our opinion, the financial statements refer@alove present fairly, in all material respedts, ¢onsolidated financial position of
Healthcare Realty Trust Incorporated at Decembgefi 8399 and 1998, and the consolidated results afgerations and its cash flows for each
of the three years in the period ended Decembet@9 in conformity with accounting principles geaily accepted in the United States.

/sl Ernst & Young, LLP

Nashvi |l e, Tennessee
January 25, 2000



(Dollars in thousands)

ASSETS

Real estate properties:
Land
Buildings and improvements
Personal property
Construction in progress

Less accumulated depreciation
Total real estate properties, net
Cash and cash equivalents
Restricted cash
Mortgage notes receivable

Other assets, net

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities:
Notes and bonds payable

Accounts payable and accrued liabilities

Other liabilities

Total liabilities

Commitments

Stockholders' equity:

Preferred stock, $.01 par value; 50,000,000 sh
issued and outstanding 1999 and 1998 - 3,0
Common stock, $.01 par value; 150,000,000 shar

issued and outstanding 1999 - 40,004,579;

Additional paid-in capital
Deferred compensation
Cumulative net income
Cumulative dividends
Total stockholders' equity

Total liabilities and stockholders' equity

See accompanying note

Consolidated
BALANCE SHEETS

Decembe

$ 150,591
1,223,387
5,165
20,003
1,399,146
(83,996)

1,315,150

3,396

990
253,459
34,969

$ 1,607,964

$ 563,884

ares authorized;
00,000 30
es authorized;
1998 - 39,792,775 400
1,054,405
(9,509)
215,373
(242,796)

$ 1,607,964

$ 140,617
1,169,941
4,825
72,172
1,387,555
(50,116)

1,337,439

12,710
1,701
237,617
22,956

30

398

1,049,039
(10,662)
129,346

(150,447)



Consolidated
STATEMENTS OF INCOME

Year Ended December 31,

(Dollars in thousands, except per share data) 1999 1998 1997
REVENUES
Master lease rental income $ 92,070 $ 47,512 $ 40,298
Property operating income 57,778 35,269 14,631
Straight line rent 6,885 1,265 0
Mortgage interest income 26,254 5,120 84
Management fees 2,727 2,056 1,499
Interest and other income 1,543 1,207 3,284
187,257 92,429 59,796
EXPENSES
General and administrative 7,287 11,126 3,807
Property operating expenses 21,077 11,978 5,008
Interest 38,603 13,057 7,969
Depreciation 38,566 15,965 11,468
Amortization 473 499 332
106,006 52,625 28,584
Net income before net gain on
real estate disposals 81,251 39,804 31,212
Net gain on real estate disposals 4,776 675 0
Net income $ 86,027 $ 40,479 $ 31,212
Net income per share - Basic $ 202 $ 166 $ 1.71
Net income per share - Diluted $ 199 $ 163 $ 1.68
Shares outstanding - Basic 39,326,594 24,043,942 18 ,222,243
Shares outstanding - Diluted 39,810,306 24,524,600 18 ,572,492

See accompanying note



Consolidated
STATEMENTS OF STOCKHOLDERS' EQUITY

Additional Cumulative Total
(Dollars in thousands, Preferred Co mmon Paid-In  Deferred Net Cumulative Stockholders'
except per share data) Stock St ock Capital Compensation Income Dividends  Equity
Balance at December 31, 1996 $-- $1 39 $ 264,614 $(4,702) $57,655 $(71,742) $ 245,964
Issuance of stock - 52 134,113 - -- - 134,165
Shares awarded as deferred
stock compensation - 2 3,880 (3,882) - -- -
Deferred stock compensation
amortization - - - 895 - -- 895
Net income - - - - 31,212 -- 31,212
Dividends ($1.99 per share - - - - - (35,764) (35,764)
Balance at December 31, 1997 - 19 3 402,607 (7,689) 88,867 (107,506) 376,472
Issuance of common stock - 20 2 567,734 - - -- 567,936
Issuance of preferred stock 30 - - 71,956 - -- -- 71,986
Shares awarded as deferred
stock compensation - 2 4,331 (4,274) - -- 59
Shares issued from warrants - 1 2,411 - - -- 2,412

Deferred stock compensation

amortization - - - -
Net income - - - - -- 40,479
Dividends - common

($2.07 per share) - - - - - -
Dividends - preferred

1,301 - - 1,301
—~ 40,479

(42,386)  (42,386)

($0.46224 per share) - - - - - - (555) (555)
Balance at December 31, 1998 30 39 8 1,049,039 (10,662) 129,346 (150,447) 1,017,704

Issuance of common stock - 2 5,345 -- -- - 5,347
Shares awarded as deferred

stock compensation -- - - 21 (21) -- -- --
Deferred stock compensation

amortization -- - - - 1,174 - - 1,174
Net income -- - - - - 86,027 - 86,027

Dividends - common

($2.15 per share) - - - - - -
Dividends - preferred

($2.22 per share) - - - - - - (6,656) (6,656)

(85,693)  (85,693)

Balance at December 31, 1999 $30 $4 00 $1,054,405 $(9,509) $215,373 $(242,796) $1,017,903

See accompanying note



(In thousands)

OPERATING ACTIVITIES
Net income

Adjustments to reconcile net income to cash pr

operating activities:

Depreciation and amortization

Deferred compensation

Increase (decrease) in deferred income
Decrease in other liabilities

Increase in other assets

Decrease in accounts payable and accrued |

Increase in straight line rent
Charge to operations
Gain on sales of real estate

Net cash provided by operating activities

INVESTING ACTIVITIES

Acquisition and development of real estate pro

Acquisition and development of mortgages
Proceeds from mortgage repayments
Proceeds from sale of real estate

Receipt (disbursement) of security deposits
Purchase of Capstone, net of cash acquired

Net cash used in investing activities

FINANCING ACTIVITIES
Borrowings on notes and bonds payable
Repayments on notes and bonds payable
Decrease in notes receivable
Dividends paid
Proceeds from issuance of common stock

Net cash provided by (used in) financing activ

Increase (decrease) in cash and cash equivalen
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

See accompanying note

Consolidated Statements of
CASH FLOWS

December 31,

1999 1998

$ 86,027 $ 40,479 $ 3
ovided by

41,225 17,122 1
1,153 1,247
(743) (907)
(749)  (2,474)
(17,638)  (7,957)  (
iabilities (5781) (27,133)  (
(6,885)  (1,265)

(4,776) (675)

91,833 21,810 4

perties (55,664)  (94,066) 6
(27,475)  (27,851) (
18,749 8,622
46,929 11,895
(481) 134
- 5,437

(17,942)  (95,929) (6

125,200 425,000 3
(121,608) (338,689) (10
350 451
(92,349)  (42,941) (3
5202 37,683 13

ities (83,205) 81,504 3

ts (9,314) 7,385
12,710 5,325

$ 3,396 $12,710 $




Notes to
CONSOLIDATED FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Organization

The Company invests in healthcare-related propeatiel mortgages located throughout the United Stateluding ancillary hospital
facilities, physician clinics, ambulatory surgesnters, inpatient rehab facilities, assisted liviamgjlities, skilled nursing facilities,
comprehensive ambulatory care centers, and othiitiess. The Company provides management, leaaiybuild-to-suit development, and
capital for the construction of new facilities asllas for the acquisition of existing propertiés.of December 31, 1999, the Company had
invested or committed to invest in 285 propertied mortgages located in 34 states, affiliated withealthcare-related entities.

Basis of Presentation

The financial statements include the accounts@fbmpany, its wholly owned subsidiaries and ceréer affiliated corporations with
respect to which the Company controls the operataiiyities and receives substantially all econob@nefits. Significant intercompany
accounts and transactions have been eliminated.

Use of Estimates in Financial Statements

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect amounts reported ififaacial statements and accompanying notes. Aotsalts may differ from those
estimates.

Real Estate Properties

Real estate properties are recorded at cost. Teamsdees and acquisition costs are included thighpurchase price as appropriate. The cost
of real properties acquired is allocated betwead,lauildings, and personal property based upaomattd market values at the time of
acquisition. Depreciation is provided for on a igfinéline basis over the following estimated usdifigs:

Buildings and improvements 31.50r3 9.0 years
Personal property 3.0to 7.0 years

Restricted Cash
Restricted cash includes security deposits and @tinels set aside for capital expenditures on teitaestments of the Company.
Mortgage Notes Receivable

Mortgage notes receivable, substantially all ofakhivere acquired in the Capstone merger (see NpteePe recorded at their fair value at
date of acquisition. The mortgage portfolio hasedghted average maturity of approximately 5.9 yelaterest rates, which range from 8% to
13%, are generally adjustable each year to refletttal increases in the Consumer Price Index sutgecminimum increase of 4% of the
current interest rate. Substantially all of the pages are subject to a prepayment penalty.

Cash and Cash Equivalents
Short-term investments with maturities of three theror less at date of purchase are classifiedsts @quivalents.
Federal Income Taxes

No provision has been made for federal income takies Company intends at all times to qualify aisa estate investment trust un
Sections 856 through 860 of the Internal Revenude@d 1986, as amended. The Company must distrdideast 95% of its real estate
investment trust taxable income to its stockhol@ers meet other requirements to continue to quakfg real estate investment trust.

Other Assets

Other assets consist primarily of receivables, Wedecosts and intangible assets. Deferred fingnosts are amortized over the term of the
related credit facility using the interest methbidangible assets are amortized straight-line tiverapplicable lives of the assets, which range
from four to forty years. Accumulated amortizativas $2.0 million and $1.1 million at December 3999 and 1998, respective



Revenue Recognition

Rental income related to noncancelable operatiagele is recognized as earned over the life okfleel agreements on a straight-line basis.
Any additional rent, as defined in each lease agesd, is recognized as earned.

Stock Issued to Employees

The Company has elected to follow Accounting Pples Board ("APB") Opinion No. 25, "Accounting fStock Issued to Employees" and
related interpretations in accounting for its staesued to employees.

Net Income Per Share

Basic earnings per share is calculated using weigaterage shares outstanding less issued andruditgj but unvested restricted shares of
Common Stock.

Diluted earnings per share is calculated using teijaverage shares outstanding plus the diluffeeteof convertible debt and restricted
shares of Common Stock and outstanding stock aptigsing the treasury stock method and the avestagk price during the period.

Significant Accounting Pronouncements

In June 1997, the Financial Accounting Standardsr@¢'FASB") issued Financial Accounting StandaBdsrd Statement No. 130,
"Reporting Comprehensive Income" ("FAS 130"), whidtablishes standards for reporting and displagamyprehensive income and its
components in a full set of general purpose firgratatements. The Company adopted FAS 130 eféefiivits fiscal year ended December
31, 1998. Comprehensive income is the same asc@hie for the Company.

In June 1997, the FASB issued Financial AccounBtandards Board Statement No. 131, "Disclosurestaébegments of an Enterprise and
Related Information” ("FAS 131"). The Company a@&apFAS 131 effective for its fiscal year ended Deber 31, 1998. The adoption of
FAS 131 had no impact on the Company, as the Coynpaerates in only one business segment, consistimyestments in healthcare-
related properties and mortgages throughout theedi8tates.

Reclassification

Certain reclassifications have been made in thenfifal statements for the years ended 1998 and tb98hform to the 1999 presentation.
These reclassifications had no effect on the resifiloperations as previously reported.

2. CAPSTONE MERGER

On October 15, 1998, the Company acquired Capsapé&al Corporation ("Capstone") in a stock-foretonerger in which the stockholders
of Capstone received a fixed ratio of .8518 shaféke Company's common stock and the holders p&t©ae preferred stock received one
share of the Company's voting preferred stock sharge for each share of Capstone preferred sttekCompany issued 18,906,909 shares
of common stock and 3,000,000 shares of prefetmak sThe transaction was accounted for as a paechad resulted in no goodwill.

The purchase price is summarized as follows (inshads):

Common stock $ 532,554
Preferred stock 72,052
Cash and cash equivalents 8,330
Liabilities assumed 424,897
Total Purchase Price $ 1,037,833

The assets acquired in the Capstone merger
(in thousands):

are summarized as follows

Real estate properties $ 804,178
Mortgage notes receivable 211,590
Cash and cash equivalents 13,767
Other assets 8,298
Total Assets Acquired $ 1,037,833

The unaudited proforma results of operations ferttho years ended December 31, 1998 and 1997, agstimat the Capstone merger had
occurred as of the beginning of each of those fderiare (dollars in thousands, except for per stiata):



1998 1997

168,721 $ 116,974

73,186 $ 54,234
1.74 $ 1.39
1.72 $ 1.38

Revenues

Net income

Net income per share - Basic
Net income per share - Diluted

LR R R

3. REAL ESTATE PROPERTY LEASES

The Company's properties are generally leasedpposted pursuant to noncancelable, fixed-term djmeydeases and other financial support
arrangements with expiration dates from 2000 tB2@me leases and financial arrangements progidixéd rent renewal terms of five
years, or multiples thereof, in addition to manieit renewal terms. The leases generally providéetssee, during the term of the lease

for a short period thereafter, with an option andyht of first refusal to purchase the leased prop Each lease generally requires the lessee
to pay minimum rent, additional rent based upomdases in the Consumer Price Index or increasestipatient revenues (as defined in the
lease agreements), and all taxes (including prgpax), insurance, maintenance and other operatists associated with the leased property.

Amounts of rental income received from lessees admwunted for more than 10% of the Company's rémtaime for the three years in the
period ended December 31, 1999 were (in thousands):

1999 1998 1997
Healthsouth $ 24,06 0 $ 4,727 $ 0
Columbia/HCA Healthcare Corporation 23,21 1 17,125 13,899
Tenet Healthcare 17,94 2 13,713 13,297
Phycor 9,22 8 8,899 8,218

Future minimum lease and guaranty payments unéandghcancelable operating leases and financialstippangements as of December
1999 are as follows (in thousands):

2000 $ 143,33 0
2001 141,50 4
2002 139,47 9
2003 138,98 6
2004 143,08 2
2005 and thereafter 735,81 6

$ 1,442,19 7



4. REAL ESTATE PROPERTIES

The following table summarizes the Company's retdte properties by type of facility and by sta@fDecember 31, 1999 (dollars in

thousands).

NUMBER OF
FACILITIE

(€
ANCILLARY HOSPITAL FACILITIES:

Alabama 6
California 9
Florida 12
Texas 11
Virginia 9
Other states 13
60
SKILLED NURSING FACILITIES:
Michigan 5
Virginia 5
Colorado 3
Pennsylvania 3
Tennessee 2
Texas 2
Other states 7
27
PHYSICIAN CLINICS:
Florida 10
Virginia 6
Maine 5
Tennessee 5
Texas 2
Other states 8
36

COMPREHENSIVE AMBULATORY CARE
CENTERS:

Florida 6
Texas 2
Other states 5
13
AMBULATORY SURGERY CENTERS:
Florida 1
Missouri 1
Nevada 1
Texas 1
Other states 3
7
INPATIENT REHABILITATION FACILITIES
Alabama 1
Florida 1
Pennsylvania 6
Texas 1
9
ASSISTED LIVING FACILITIES:
Florida 3
Missouri 4
Pennsylvania 7
Texas 8
Virginia 3
Other states 7
32
OTHER:
Arizona 1
Florida 2
Missouri 1
Texas 3
Virginia 6
Other states 5
18
Corporate property 0
Total property 202

(1) Includes 6 lessee developmel

BUILDINGS AND
IMPROVEMENTS PERSONAL
LAND AND CIP  PROPERTY

$ 5792 ¢ 37,173 $ O $
18,375 60,556 44
6,042 90,627 122
8,989 62,760 276
13,832 65,429 94
10,545 102,710 67
63,575 419,255 603
193 12,338 183
1,060 22,589 0
2,886 23,522 0
479 20,138 0
228 8,107 0
1,795 17,671 0
4,625 39,124 32
11,266 143,489 215
12,260 43,905 51
621 3,188 0
4,284 26,502 0
2,943 7,728 0
5,796 15,581 20
4,674 40,733 1
30,578 137,637 72
2,593 36,637 0
1,643 20,008 69
9,196 54,595 7
13,432 111,240 76
2,200 3,944 0
1,686 3,621 0
940 2,861 0
510 1,514 15
558 3,494 9
5,894 15,434 24
0 17,722 0
0 11,703 0
4,718 107,529 0
1,117 11,800 0
5,835 148,754 0
1,171 18,957 0
206 5,909 0
1,490 28,908 0
0 70,824 0
889 15,846 0
2,899 43,635 0
6,655 184,079 0
582 2,952 0
911 3,843 0
2,040 8,857 0
1,667 14,361 441
2,385 26,314 129
5,771 27,173 38
13,356 83,500 608
0 2 3,567
$ 150,591 $ 1,243,390 $ 5,165 $

ACCUMULATED
TOTAL DEPRECIATION

42,965 $ 1,405

78,975 6,374
96,791 7,540
72,025 8,674

79,355 5,533
113,322 6,794

483,433 36,320

12,714 2,507

23,649 836
26,408 1,662
20,617 748
8,335 537

19,466 1,340
43,781 4,001

154,970 11,631

56,216 3,816

3,809 244
30,786 979
10,671 347
21,397 1,238

45,408 1,767

168,287 8,391

39,230 1,437
21,720 3,351
63,798 1,746

124,748 6,534
6,144 8
5,307 132
3,801 400
2,039 330
4,061 286

21,352 1,156

17,722 562
11,703 372
112,247 3,780
12,917 436

154,589 5,150

20,128 78
6,115 219
30,398 991
70,824 2,603
16,735 586
46,534 1,437
190,734 5,914
3,534 96
4,754 147
10,897 343
16,469 1,913
28,828 1,831
32,982 2,851
97,464 7,181

3,569 1,719

1,399,146 $ 83,996




5. NOTES AND BONDS PAYABLE
Notes and bonds payable at December 31, 1999 @&Ictsisted of the following (in thousanc

December 31,

1999 1998
Unsecured credit facility $ 252,000 $ 171,000
Term loan facility 113,700 179,200
Unsecured notes 54,000 72,000
6.55% convertible subordinated debentures, net 73,836 73,219
10.50% convertible subordinated debentures, ne t 3,573 3,823
Mortgage notes payable 59,775 60,682
Other note payable 7,000 --

$ 563,884 $ 559,924

Unsecured Credit Facility

On October 15, 1998, concurrent with the Capstoemyer, the Company repaid the outstanding balamtésr both Capstone and its own
unsecured credit facilities and entered into a $264llion unsecured credit facility (the "Unsecdr€redit Facility") with ten commercial
banks. The Unsecured Credit Facility bears inteatktBOR plus 1.05%, payable quarterly, and matune October 15, 2001. In addition,
Company will pay, quarterly, a commitment fee &2& of 1% on the unused portion of funds availébtdorrowings. The Unsecured Cre
Facility contains certain representations, waresmtand financial and other covenants customagych loan agreements. At December 31,
1999, the Company had available borrowing capaxity13.0 million under the Unsecured Credit Fagilit

Term Loan Facility

On October 15, 1998, concurrent with the Capstoemger, the Company entered into a $200.0 milliosegnred term loan (the "Term Loan
Facility") with Bank of America (formerly NationsB&). Effective January 14, 2000, the Company ameritseTerm Loan Facility agreeme
with Bank of America. The Term Loan Facility, aseanded, bears interest at LIBOR plus 2.00%, payaieterly, and matures on April 14,
2000. If the balance on the Term Loan Facility exd=$25.0 million on March 14, 2000, the interagt will increase to LIBOR plus 2.50%.
The Term Loan Facility contains certain represémtat warranties and financial and other covenamésomary in such loan agreements, as
well as restrictions on dividend payments if minimtangible capital requirements are not met. Atddelger 31, 1999, the Company had no
additional available borrowing capacity under ttegr Loan Facility.

Unsecured Notes

On September 18, 1995, the Company privately pl&&€d0 million of unsecured notes (the "Unsecuretel!") with 16 institutions. The
Unsecured Notes bear interest at 7.41%, payablea@mally, and mature on September 1, 2002. Béginon September 1, 1998 and on
each September 1 through 2002, the Company musy &48.0 million of principal. The note agreememissuant to which the Unsecured
Notes were purchased contain certain represensatimarranties and financial and other covenant®mery in such loan agreemer

Convertible Subordinated Debentures

As part of the Capstone merger, the Company assametdecorded at fair value $74.7 million aggredate amount of 6.55% Convertible
Subordinated Debentures (the "6.55% DebenturesCapktone. At December 31, 1999, the Company haibgipnately $73.8 million
aggregate principal amount of 6.55% Debenturedanding with a face amount of $74.7 million and esrated discount of $0.9 million.
Such rate of interest and accretion of discountasgnts a yield to maturity of 7.5% per annum (coteg on a semiannual bond equivalent
basis). The 6.55% Debentures are due on MarchOD2, 2inless redeemed earlier by the Company orertet/ by the holder, and are calla
on March 16, 2000. Interest on the 6.55% Debenisrpayable on March 14 and September 14 in eaah e 6.55% Debentures are
convertible into shares of common stock of the Camypat the option of the holder at any time proorédemption or stated maturity, at a
conversion price rate of 33.6251 shares per $1stmdi bond.

Also, as part of the Capstone merger, the Compasyraed and recorded at fair value $3.8 million eggte face amount of 10.5%
Convertible Subordinated Debentures (the "10.5%eh&bres") of Capstone. At December 31, 1999, thefamy had approximately $3.6
million aggregate principal amount of 10.5% Debesgioutstanding with a face amount of $3.4 milkord unamortized premium of $0.2
million. Such rate of interest and amortizatiorpofmium represents a yield to maturity of 7.5%g@rum (computed on a semiannual bond
equivalent basis). Tr



10.5% Debentures are due on April 1, 2002, unledsemed earlier by the Company or converted bihdhger, and are callable on April 5,
2000. Interest on the 10.5% Debentures is payabkepoil 1 and October 1 in each year. The 10.5%dd¢lres are convertible into shares of
common stock of the Company at the option of tHedroat any time prior to redemption or stated miptat a conversion price rate of
52.8248 shares per $1 thousand bond.

Mortgage Notes

As part of the Capstone merger, the Company asssiremnrecourse mortgage notes payable, and ldedecollateral, as follows (dollars
in millions):

Book Value
Of Collateral at Balance at

Original December 31 , December 31,
Mortgagor Balance Interest Rate Collateral 1999 1999
Life Insurance Co. $23.3 8.500% Ancillary hospital facility $41.2 $226
Life Insurance Co. 47  7.625% Ancillary hospital facility 10.4 4.4
Life Insurance Co. 171 8.125% Two Ambulatory surgery centers 35.7 16.6

& one ancillary hospital facility

Bank 17.0 8.500% Six skilled nursing facilities 28.8 16.2

$62.1 $116.1 $59.8

The $23.3 million note is payable in monthly inBtents of principal and interest based on a 30 ga@rtization with the final payment due
in July 2026. The $4.7 million note is payable innthly installments of principal and interest basach 20 year amortization with the final
payment due in January 2017. The three notesrigt&ll7.1 million are payable in monthly installmenf principal and interest based on ¢
year amortization with a balloon payment of theaidgalance in September 2004. The $17.0 millice hears interest at 50 basis point
excess of the prime rate, and is payable in moritisialiments of principal and interest based @5 gear amortization with a balloon
payment of the unpaid balance in June 2000.

Other Notes

On July 31, 1999, the Company entered into a $7llbmnote with a commercial institution. The ndiears interest at 7.53%, is payable in
equal semi-annual installments of principal andrest and fully amortizes in July 2005.

Other Long-Term Debt Information

Future maturities of long-term debt are as follgimshousands):

2000 $ 149,09 2
2001 271,65 3
2002 98,07 5
2003 1,97 1
2004 17,06 1
2005 and thereafter 26,03 2

$ 563,88 4

During the years ended December 31, 1999, 1998renii997, interest paid totaled $41.5 million, $1rhillion and $9.0 million, and
capitalized interest totaled $1.9 million, $1.4lrait and $0.7 million, respectively.

6. STOCKHOLDERS' EQUITY

The Company had common and preferred shares odistpas of the three years ended December 31, 4988llows:

Year Ended December 31,
1999 1998 1997
Common Shares
Balance, beginning of period 39,792,775 19,285,927 13,898,777
Issuance of stock 210,754 20,226,981 5,235,761
Shares awarded as deferred stock compensatio n 1,050 148,357 143,716
Shares issued from warrants -- 131,510 7,673

Balance, end of period 40,004,579 39,792,775 19,285,927




Preferred Shares
Balance, beginning of period 3,000,000 -- -
Issuance of stock -- 3,000,000 -

Balance, end of period 3,000,000 3,000,000 -




On October 15, 1998, the Company issued 18,906888s of common stock and 3,000,000 shares @8 3kries A Voting Cumulative
preferred stock, par value $.01 per share, ineksfmr-stock merger with Capstone Capital Corporatisee Note 2). Upon dissolution of the
Company, the preferred stock is senior to commockstvith respect to dividend rights and rights up@solution. Holders of preferred stock
are entitled to receive cumulative preferentiahcdisidends of 8 7/8 % per annum of the liquidatwaference of $25.00 per share payable
quarterly, in arrears. Preferred stock is not ret®®e prior to September 30, 2002. On or after&eper 2002, the Company, at its option,
may redeem preferred stock, in whole or in pargmgttime or from time to time, at the redemptioicg The holder of each share of prefe
stock has one vote, together with the holders ofroon stock, on all matters on which stockholdery uaie.

In July 1998, warrants for 128,149 shares of comstonk were exercised. At December 31, 1999 an8,118@ Company has no warrants

outstanding. During April and May 1998, the Companid an aggregate of 49,953 shares of common sboglsingle institutional investor.

In February 1998, the Company participated in twib imvestment trust offerings and sold an aggreg@étl,224,026 shares of its common

stock. The Company received an aggregate of $3iflibmrin proceeds for these transactions. The peals were used to repay outstanding
borrowings under the Company's previous unsecuestitdacility, acquisitions, developments and deneral corporate purposes.

Effective February 14, 1997, the Company sold 500% shares of its common stock in a secondaryinff¢the "Secondary Offering") unc
its currently effective registration statement peing to $250.0 million of equity securities, debturities and warrants. The Company
received $133.4 million in net proceeds. Promgibréafter, the net proceeds were used, in pagktioguish $71.9 million of indebtedness
outstanding under the Company's previous unseaueelit facility, and to repay or defease secureglitedness in the total amount of $6.7
million. Remaining proceeds of the Secondary Ofigiof approximately $57.2 million were investedagiditional property acquisitions,
build-to-suit property development and for genemjporate purposes.

7. BENEFIT PLANS
Executive Retirement Plan

The Company has an Executive Retirement Plan, undieh an executive designated by the Compens&@nmittee of the Board of
Directors may receive upon normal retirement (defito be when the executive reaches age 65 amtbhgdeted five years of service with
the Company) 60% of the executives' final averagaiags (defined as the average of the executivghest three years' earnings) plus 6% of
final average earnings times years of service afjer60 (but not more than five years), less 100&&iain other retirement benefits received
by the executive.

Retirement Plan for Outside Directors

The Company has a retirement plan for outside tireavhich, upon retirement, will pay annually, foperiod not to exceed 15 years, an
amount equal to the director's pay immediately gdewy retirement from the Board.

Retirement Plan Information

Net expense for both the Executive Retirement Btahthe Retirement Plan for Outside Directors (Blans") for the two years end
December 31, 1999 is comprised of the followingtfiousands):

1999 199 8
Service cost $ 233 $ 775
Interest cost 141 103
Other (27) 10




The Plans are unfunded and benefits will be paithfearnings of the Company. The following table $etth the benefit obligations at
December 31, 1999 and 1998 (in thousands).

1999 199 8
Benefit obligation at beginning of year $ 2,553 $ 1 213
Service cost 233 775
Interest cost 141 103
Other 27) 10
Actuarial gain (loss) (576) 452
Benefit obligation at end of year 2,324 2 ,553
Unrecognized net actuarial (gain) | 0ss 214 (362)
Net pension liability in accrued liabiliti es $ 2,538 $ 2 ,191

Accounting for the Executive Retirement Plan far yflears ended December 31, 1999 and 1998 assuseesili rates of 8.03% and 7.04%,
respectively, and a compensation increase rater&t.2Accounting for the Retirement Plan for Outdiieectors assumes discount rates of
8.03% and 7.04%, respectively.

8. STOCK PLANS AND WARRANTS
1993 Employees Stock Incentive Plan

The Company is authorized to issue stock represgnid to 7.5% of its outstanding shares of comntocks (the "Employee Plan Shares")
under the 1993 Employees Stock Incentive Plan"@Eneployee Plan"). As of December 31, 1999 and 1888 Company had a total of
2,480,326 and 2,464,441 Employee Plan Shares azghprespectively, that had not been issued. Wrikrsninated earlier, the Employee
Plan will terminate on January 1, 2003. As of Deben81, 1999 and 1998, the Company had issue@laofdt20,017 and 520,017, and had
specifically reserved, but not issued, a total48,800 and 445,000 Employee Plan Shares (the "Reat&tock"), respectively, for
performance-based awards to employees under théoleepPlan. The issuance of Reserved Stock tdb#digimployees is contingent upon
the achievement of specific performance criterlze Reserved Stock awards are subject to fixedngptriods varying from four to twelve
years beginning on the date of issue. If an emgoyduntarily terminates employment with the Comphafore the end of the vesting peri
the shares are forfeited, at no cost to the Compange the Reserved Stock has been issued, thewephas the right to receive dividends
and the right to vote the shares. For 1999 and,1898pensation expense resulting from the amoitizaif the value of these shares was
million and $1.2 million, respectively.

Non-Employee Directors' Stock Plan

Pursuant to the 1995 Restricted Stock Plan for Bmployee Directors (the "1995 Directors' Plan"g Birectors' stock vests in each Direc
upon the date three years from the date of issdésasubject to forfeiture prior to such date upenmination of the Director's service, at no
cost to the Company. As of December 31, 1999 a8d,1the Company had a total of 94,750 and 95,8@fbazed shares under the 1995
Directors' Plan, respectively, that had not besnad. As of December 31, 1999 and 1998, the Comipathyssued a total of 14,523 and
13,473 shares, respectively, pursuant to the 198 @rs' Plan. For 1999 and 1998, compensatiorms@resulting from the amortization of
the value of these shares was $30,943 and $89%&@2ctively.

1995 Employee Stock Purchase Plan

As of December 31, 1999 and 1998, the Company hathbof 772,819 and 851,232 shares authorize@miig 1995 Employee Stock
Purchase Plan (the "Employee Purchase Plan"), cigply, that had not been issued or optioned. Witde Employee Purchase Plan, each
eligible employee as of May 1995 and each subsé¢dgaemary 1 has been or shall be granted an omtiparchase up to $25,000 of common
stock at the lesser of 85% of the market pricehendate of grant or 85% of the market price onddte of exercise of such option (the
"Exercise Date"), but at not less than book valeileshare as of the December 31 immediately pregadadate of grant. The number of
shares subject to each year's option becomes dixe¢kle date of grant. Eligible employees includesthemployees who were employed by
Company or a subsidiary on a full-time basis aslaf 1995 and those employees with six months ofieemwho are so employed by the
Company or subsidiary as of each subsequent January

1. Options granted under the Employee PurchasedRlgire if not exercised 27 months after each syption's date of grant. The Employee
Purchase Plan results in no compensation experike t@ompany.

A summary of Employee Purchase Plan activity atated information for the years ended Decembeis3sifollows



1999 19 98 1997

Outstanding, beginning of year 85,716 65,573 71,073
Granted 144,886 74,472 69,930
Exercised (5,524) (12,289) (40,631)
Forfeited (37,775) (31,799) (23,723)
Expired (28,698) (10,241) (11,076)
Outstanding and exercisable at end of year 158,605 85,716 65,573
Weighted-average fair value of options granted duri ng the year

(calculated as of the grant date) $ 076 $ 594 $ 3.12
Weighted-average exercise price of options exercise d during the year  $ 18.00 $ 2069 $ 19.48
Weighted-average exercise price of options outstand ing (calculated as

of December 31) $ 2257 $ 19.10 $ 21.58
Range of exercise prices of options outstanding (ca Iculated as of

December 31) $ 19.52-$23.76 $ 18.43 -$19.52  $ 19.71-$22.47
Weighted-average contractual life of outstanding op tions (calculated

as of December 31, in years) 1.0 0.9 0.9

The fair value for these options was estimateti@tiate of grant using a Black-Scholes optiondgrgrimodel with the following assumptions
for 1999, 1998 and 1997; risk-free interest rafe® 4%, 5.00% and 6.00%; a dividend yield of 9.87%43% and 8.02%; a volatility factor
of the expected market price of the Company's Com8tock of .178, .139 and .096; and an expectedfithe option of 1.13 years,
respectively.

The pro forma effect on net income and earningshare for the three years in the period endedibee31, 1999, calculated in accordance
with Statement of Financial Accounting Standards N8 "Accounting for Stock-Based Compensatiordsgollows (dollars in thousands,
except for per share data):

1999 1998 1997
Proforma net income $ 85,917 $ 40,0 37 $ 30,994
Proforma earnings per share
Basic $ 202 $ 1 64 $ 1.70
Assuming dilution $ 199 $ 1 61 $ 167

The Company is proposing a 2000 Employee StockHasecPlan which will be voted on at the Companysial shareholders' meeting in
May 2000.

Other

In 1993, the Company issued warrants to purchage 18,712 shares of common stock (the "Warrantdi¢ Warrants were exercisable for
a period of four years commencing July 1, 1994 @iee of $19.50 per share, the then current fairket value, subject to adjustment under
applicable antidilution provisions. The holdergtod Warrants had the right to require the Comparigidlude the common stock underlying
such Warrants in any registration statement filgthle Company at the Company's expense. As of DieeeB1, 1998, all Warrants had eitl
been exercised or cancelled.

At December 31, 1999 and 1998, the Company hadaré 3,347,895 and 3,430,112 shares, respectifegljuture issuance under stock
plans.

The Company has revised its discretionary bonusnitiee plan to include restricted stock as patimiuses for employees in management
positions. These restricted stock shares will @gst periods ranging from three to five yearsnfeanployee terminates employment with the
Company before the end of the vesting period, taees are forfeited at no cost to the Company.Jdrapany's first bonus under this plan
was issued March 1, 2000.

9. NET INCOME PER SHARE

The table below sets forth the computation of baasitt diluted earnings per share as required by F8&R:ment No. 128 for the three years
in the period ended December 31, 1¢



BASIC EPS
Average Shares Outstanding
Actual Restricted Stock Shares

Denominator - Basic

Year Ended Year En
Dec. 31, 1999 Dec. 31,

39,857,587 24,

(530,993)

39,326,594 24,

ded Year Ended
1998 Dec. 31, 1997

573,885 18,605,876
529,943) (383,633)

043,942 18,222,243

Net Income $ 86,026,559 $ 40, 478,407 $ 31,312,289
Preferred Stock Dividend (6,655,726) ( 554,688) 0
Numerator - Basic $ 79,370,833 $ 39, 923,719 $ 31,212,289
Per share amount $ 202 $ 166 $ 171
DILUTED EPS
Average Shares Outstanding 39,857,587 24, 573,885 18,605,876
Actual Restricted Stock Shares (530,993) 529,943) (383,633)
Dilution for Convertible Debentures 0 40,017 0
Restricted Shares - Treasury 482,496 405,235 276,890
Dilution For Employee Stock Purchase Plan 1,216 15,597 25,032
Dilution for Warrants 0 19,809 48,327
Denominator - Diluted 39,810,306 24, 524,600 18,572,492
Numerator - Basic $ 79,370,833 $ 39, 923,719 $ 31,212,289
Convertible Subordinated Debenture Inter est 0 63,638 0
Numerator - Diluted $ 79,370,833 $ 39, 987,357 $ 31,212,289
Per share amount $ 199 $ 163 $ 1.68

10. COMMITMENTS AND CONTINGENCIES

As of December 31, 1999, the Company had a nesiment of approximately $20.0 million in six builo-suit developments in progress,
which have a total remaining funding commitmenapproximately $37.6 million. Further, the Compamg ltommitments to purchase or
provide funding for the construction of other prdjes totaling $12.4 million at December 31, 19%Be Company also has six mortgages
under development at December 31, 1999, which haw&al remaining funding commitment of approxiniatl.9 million.

As part of the Capstone merger, agreements weeeeghinto with three individuals affiliated with @stone that restrict competitive practices
and which the Company believes will protect andagrtle the value of the real estate properties asdjfiom Capstone. These agreements
provide for the issuance of 150,000 shares pergiee@mmon stock of the Company to the individuaisOctober 15 of the years 1999, 2C
2001, and 2002, provided all terms of the agreesnam met. Upon issuance, these shares are vdl28.8714 per share, the valuation as of
the date of the Capstone merger. The Company isa@@00 shares during 1999 pursuant to these mgres.

On March 22, 1999, HR Acquisition | Corporationgrfeerly known as Capstone Capital Corporation ("HR®&"wholly-owned subsidiary of
the Company, filed suit against Medistar Corporatiad its affiliate, Medix Construction Companyunited States District Court for the
Northern District of Alabama, Southern Division. A& seeking damages in excess of two million dsliising out of the development &
construction of four real estate projects locatedifferent parts of the United States. Medistat Medix served as the developer and
contractor, respectively, for the projects. HRT asserted claims for damages relating to, amorgysthlleged breaches of the development
and contracting obligations, failure to performattordance with contract terms and specificatiand,other deficiencies in performance by
Medistar and Medix. On June 10, 1999, MedistarMedix filed its answer and counterclaim assertingaety of alleged legal theories,
claims for damages for alleged deficiencies by HR@ the Company in the performance of alleged atibgs, and for damage to their
business reputation. Attempts at mediation haveewmtlted in a settlement of the disputes. The Gomg prosecution of its claims and
defense of the counterclaims will be vigorous. While Company cannot predict the range of poskibkeor outcome, the Company believes
that, even though the asserted cross claims séskasiial monetary damages, the allegations madédaystar and Medix are not factually
legally meritorious, are subject to sustainableedsés and are, to a significant extent, coverdabijity insurance



11. OTHER DATA
Funds From Operations (Unaudited)

Funds from operations, as defined by the Natiorsglo&iation of Real Estate Investment Trusts, IMAREIT") 1995 White Paper, means
net income (computed in accordance with generalgpted accounting principles), excluding gainddeses) from debt restructuring and
sales of property, plus depreciation from realtestssets. Funds from operations does not repreasintyenerated from operating activitie
accordance with generally accepted accounting iplees; is not necessarily indicative of cash avdéao fund cash needs, and should not be
considered as an alternative to net income asdicaitor of the Company's operating performances@raalternative to cash flow as a
measure of liquidity.

Year Ended Dec. 31,

(unaudited)
(Dollars in thousands except per share data) 1999 1998
NET INCOME (1) $ 86,027 40,479
NON-RECURRING ITEMS (2) 0 6,308
GAIN OR LOSS ON DISPOSITIONS (3) (4,776) (675)
STRAIGHT LINE RENTS (6,885) (1,264)
PREFERRED STOCK DIVIDEND (6,656) (555)
DEPRECIATION
Real estate 38,017 15,374
Office F, F& E 0 0
Leasehold improvements 0 0
Other non-revenue producing assets 0 0
38,017 15,374
AMORTIZATION
Acquired property contracts 0 0
Other non-revenue producing assets 0 0
Organization costs 0 0
0 0
DEFERRED FINANCING COSTS 0 0
TOTAL ADJUSTMENTS 19,700 19,188
Funds From Operations - Basic $ 105,727 $ 59,667
Convertible Subordinated Debenture Interest 0 64
Funds From Operations - Diluted $ 105,727 $ 59,731
Shares Outstanding - Basic 39,326,594 24,043,942
Shares Outstanding - Diluted 39,810,306 24,524,600
Funds From Operations Per Share - Basic $ 2.69 $ 2.48
Funds From Operations Per Share - Diluted $ 2.66 $ 2.44

(1) 1999 and 1998 amounts include $1.2 million &hd million, respectively, of stock-based, longitgincentive compensation expense, a
non-cash expense.

(2) Represents charges primarily to write off dertapitalized costs, leasehold improvements, degdion and other deferred costs in 1998.
(3) Represents net gains from sales of real eptafeerties.

Return of Capital

Distributions in excess of earnings and profitsegally constitute a return of capital. For the weanded December 31, 1999, 1998 and 1997,
dividends paid per share of common stock were $£2957 and $1.99, respectively, which consistedrdinary income per share of $2.00,
$2.07 and $1.72 and return of capital per sha®0df5, $0.00 and $0.27 respectively. For the yeaded December 31, 1999 and 1998,
dividends paid per share of preferred stock werdZand $0.46, respectively, all of which was ocadjnincome



12. FAIR VALUE OF FINANCIAL INSTRUMENTS

The carrying amounts of cash, receivables and peyabe a reasonable estimate of their fair vali@eaember 31, 1999 and 1998 due to
their short term nature. The fair value of noted hands payable is estimated using cash flow aeslgs December 31, 1999 and 1998, based
on the Company's current interest rates for sintylges of borrowing arrangements. The carrying amotéithe Company's notes and bonds
payable at December 31, 1999 is approximately 8ifllon greater than the fair value. The carryimgaunt of the Company's mortgage notes
receivable at December 31, 1999 is approximately4sghillion greater than the fair value. The faitue is based on the present value of
future cash flows discounted at an assumed maakef interest. Because no market rates of intarespublished for these assets, the m
rate of interest is assumed to be the same spodadbt Treasury yields for comparable maturitieg xisted when the mortgage notes
receivable were acquired in the Capstone mergé&ataber 15, 1998, adjusted to published U.S. Tmyagalds. At December 31, 1998, the

carrying value of notes and bonds payable and ragetgnotes receivable approximated fair value.

13. SUBSEQUENT EVENTS

On January 25, 2000, the Company declared an iseliedts quarterly common stock dividend from $.pér share ($2.18 annualized) to
$.55 per share ($2.20 annualized) payable on Fgpfifia 2000 to shareholders of record on Februa®p@0. The Company also announced
its quarterly preferred stock dividend of $.554@&9 ghare ($2.22 annualized) payable on Februar2®) to shareholders of record on

February 4, 2000.

14. SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)

Quarterly financial information includes certairtlgssifications to conform to the December 31, 19@%entation. This information for the

years ended December 31, 1999 and 1998 is sumt drétew:

(In thousands, except per share data)

1999

Total revenue $

Net income ) $

Funds from operations - Basic B $
Funds from operations - DiIuted“ $
Net income per share - Basic B $
Net income per share - Diluted B $
Funds from operations per shar-é - Basic
Funds from operations per shar-(—e - Diluted
1998

Total revenue $

Net income - $

Funds from operations - Basic B $
Funds from operations - Diluted" $
Net income per share - Basic B $
Net income per share - Diluted B $

Funds from operations per share - Basic

Funds from operations per share - Diluted

$

$

$

$

Quarter Ended

March 31 June 30  September 30
45,148 $ 46,160 $ 46,518 $
20,742 $ 20,592 $ 20,230 $
25,730 $ 26,362 $ 26530 $
25,730 $ 26,420 $ 26,610 $

049 $ 048 $ 047 $
048 $ 048 $ 047 $
066 $ 0.67 $ 068 $
065 $ 0.66 $ 067 $
17,333 $ 17,730 $ 18325 $
8,606 $ 9,381 $ 3050 %
11,604 $ 12,316 $ 12,368 $
11,604 $ 12,316 $ 12368 $
044 $ 0.46 $ 015 $
043 $ 045 $ 015 %
060 $ 0.61 $ 061 $
059 $ 0.60 $ 060 $




EXHIBIT 21

Subsidiaries of the Registrant

SUBSIDIARY* STATE OF INCORPORATION
HR of Texas, Inc. Maryland
HRT of Alabama, Inc. Alabama
HRT of Tennessee, Inc. Tennessee
HRT of Virginia, Inc. Virginia
Healthcare Realty Services Incorporated Alabama
HRT of Florida, Inc. Florida
HRT of Roanoke, Inc. Virginia
HRT of Delaware, Inc. Delaware
HR Interests, Inc. Texas
Pennsylvania HRT, Inc. Pennsylvania
HR Acquisition | Corporation 1 Maryland
Property Technology Services, Inc. Tennessee

* All of the above listed subsidiaries are whollyrmed by the Company.

AFFILIATES OF HR ACQUISITION | CORPORATION:* STATE OF ORGANIZATION
Capstone Capital of Alabama, Inc. Alabama
Capstone Capital of Baytown, Inc. Alabama
Capstone Capital of Bonita Bay, Inc. Alabama
Capstone Capital of California, Inc. Alabama
Capstone Capital of Cape Coral, Inc. Alabama
Capstone Capital of Kentucky, Inc. Alabama
Capstone of Las Vegas, Inc. Alabama
Capstone Capital of Los Angeles, Inc. Alabama
Capstone Capital of Massachusetts, Inc. Alabama
Capstone Capital of Ocoee, Inc. Alabama
Capstone Capital of Pennsylvania, Inc. Pennsylvania
Capstone Capital of Port Orange, Inc. Alabama
Capstone Capital of Sarasota, Inc. Alabama
Capstone Capital of Texas, Inc. Alabama
Capstone Capital of Virginia, Inc. Alabama
Capstone Capital Properties, Inc. Alabama
Capstone Capital Senior Housing, Inc. Alabama

* All of the above listed subsidiaries are whollyreed by HR Acquisition | Corporation.

1 Formerly known as Capstone Capital Corporation



OTHER AFFILIATES* STATE OF ORGANIZATION

Durham Medical Office Building, Inc. Texas
HR Assets, Inc. (Inactive) Texas
HR Capital, Inc. (Inactive) Texas
HR Funding, Inc. (Inactive) Texas
HR of San Antonio, Inc.2** Texas

* The Company owns approximately 99% by value efdtock of each of the above listed other affiiafehe remainder of the affiliates' st
is owned by, and voting control rests with, exeatfficers of the Company.

** Durham Medical Office Building, Inc. is 100% Shareholder.

LIMITED PARTNERSHIPS: PERCE NT OF OWNERSHIP* STATE OF ORGANIZATION
San Antonio SSP, Ltd. 25.3% Texas
Pasadena Medical Plaza, SSJ, Ltd. 51.0% Florida
Capstone of Bonita Bay, Ltd. 100% Alabama
Capstone of Cape Coral, Ltd. 100% Alabama
Capstone of Las Vegas, Ltd. 100% Alabama
Capstone of Los Angeles, Ltd. 25% Alabama
Capstone of Ocoee, Ltd. 75% Alabama
Capstone of Port Orange, Ltd. 75% Alabama
Capstone Capital of San Antonio, Ltd. 100% Alabama
Capstone of Sarasota, Ltd. 100% Alabama
Capstone of Virginia Limited Partnership 90% Alabama
Cap Bay |V, Ltd. 75% Alabama
Cap Bay V, Ltd. 75% Alabama
Cap Bay VII, Ltd. 70% Alabama
Cap Bay VIII, Ltd. 70% Alabama

* The Company and/or certain affiliates have vagyamounts of ownership as either the general dtddrpartner in these limited
partnerships.

2 Formerly known as SSP San Antonio, |



EXHIBIT 23
Consent of Ernst & Young LLP, Independent Auditors

We consent to the incorporation by reference is #ninual Report (Form 10-K) of Healthcare Realtysiincorporated of our report dated
January 25, 2000 included in the 1999 Annual Rejpo®thareholders of Healthcare Realty Trust Incaisal.

Our audits also included the financial statemehedales of Healthcare Realty Trust Incorporateaddisn Item 14(a). These schedules are the
responsibility of the Company's management. Oyraesibility is to express an opinion based on auiita. In our opinion, the financial
statement schedules referred to above, when coedidterelation to the basic financial statemeakeh as a whole, presents fairly in all
material respects the information set forth therein

We also consent to the incorporation by referendbe Registration Statement (Form S-8 No. 33-9Ypé@taining to the Healthcare Realty
Trust Incorporated 1993 Employees Stock Incentiaa,PL995 Restricted Stock Plan for Non-Employeee&ors, and 1995 Employee Stock
Purchase Plan; in the Registration Statement (F8rNo. 33-97888) pertaining to the registratio$250,000,000 of debt securities,
preferred stock, common stock warrants, and comstaek; and in the Registration Statement (FormMN8333-79452) pertaining to the
Healthcare Realty Trust Incorporated Dividend Restment Plan of our report dated January 25, 2000respect to the consolidated
financial statements incorporated herein by refegeand our report included in the preceding paatyrvith respect to the financial staten
schedules included in this Annual Report (Form J®KHealthcare Realty Trust Incorporated.

/'s/ ERNST & YOUNG LLP

Nashvi |l e, Tennessee
March 14, 2000



ARTICLE 5

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM THE FINANCIAL STATEMENTS OF
HEALTHCARE REALTY TRUST INC FOR THE YEAR ENDED DECQ¥BER 31, 1999 AND IS QUALIFIED IN ITS ENTIRETY BY
REFERENCE TO SUCH FINANCIAL STATEMENTS.

MULTIPLIER: 1,000
CURRENCY: U.S. DOLLARS

PERIOD TYPE YEAR
FISCAL YEAR END DEC 31 199
PERIOD START JAN 01 199!
PERIOD END DEC 31 199
EXCHANGE RATE 1
CASH 3,39¢
SECURITIES 0
RECEIVABLES 19,66¢
ALLOWANCES 99t
INVENTORY 0
CURRENT ASSET¢ 22,06
PP&E 1,399,141
DEPRECIATION 83,99¢
TOTAL ASSETS 1,607,96.
CURRENT LIABILITIES 26,171
BONDS 563,88
PREFERRED MANDATORY 0
PREFERREL 30
COMMON 40C
OTHER SE 1,017,47.
TOTAL LIABILITY AND EQUITY 1,607,96.
SALES 178,82¢
TOTAL REVENUES 187,25
CGS 67,40:
TOTAL COSTS 106,00t
OTHER EXPENSES 0
LOSS PROVISION 57¢
INTEREST EXPENSE 38,60:
INCOME PRETAX 86,027
INCOME TAX 0
INCOME CONTINUING 86,027
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 86,027
EPS BASIC 2.0Z
EPS DILUTED 1.9¢
End of Filing
Pewerad By I'.IKI.-‘I.E%TI. -
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