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PART I. FINANCIAL INFORMATION
Item 1. Condensed Consolidated Financial Statements.

SILA REALTY TRUST, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(in thousands, except share data)

(Unaudited)
September 30, 2021 December 31, 2020

ASSETS
Real estate:

Land $ 159,777 $ 168,969 
Buildings and improvements, less accumulated depreciation of $153,734 and $119,947, respectively 1,628,363 1,661,351 
Construction in progress 12,053 19,232 

Total real estate, net 1,800,193 1,849,552 
Cash and cash equivalents 75,363 53,174 
Acquired intangible assets, less accumulated amortization of $65,534 and $49,866, respectively 182,688 197,901 
Goodwill 23,284 23,955 
Right-of-use assets - operating leases 22,101 22,499 
Right-of-use assets - finance leases 2,301 2,527 
Notes receivable, net 2,200 31,262 
Other assets, net 61,456 64,669 
Assets held for sale, net 30,620 959,750 

Total assets $ 2,200,206 $ 3,205,289 
LIABILITIES AND STOCKHOLDERS’ EQUITY

Liabilities:
Notes payable, net of deferred financing costs of $0 and $682, respectively $ — $ 146,645 
Credit facility, net of deferred financing costs of $3,494 and $5,900, respectively 516,506 932,100 
Accounts payable and other liabilities 40,572 67,946 
Acquired intangible liabilities, less accumulated amortization of $4,101 and $3,122, respectively 12,546 11,971 
Operating lease liabilities 23,975 23,926 
Finance lease liabilities 2,634 2,843 
Liabilities held for sale, net 2,369 365,985 

Total liabilities 598,602 1,551,416 
Stockholders’ equity:

Preferred stock, $0.01 par value per share, 100,000,000 shares authorized; none issued and outstanding — — 
Common stock, $0.01 par value per share, 510,000,000 shares authorized; 237,511,555 and 234,957,801 shares
issued, respectively; 223,826,695 and 222,045,522 shares outstanding, respectively 2,238 2,220 
Additional paid-in capital 2,000,934 1,983,361 
Accumulated distributions in excess of earnings (390,932) (311,264)
Accumulated other comprehensive loss (10,636) (20,444)

Total stockholders’ equity 1,601,604 1,653,873 
Total liabilities and stockholders’ equity $ 2,200,206 $ 3,205,289 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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SILA REALTY TRUST, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(in thousands, except share data and per share amounts)
(Unaudited)

 
Three Months Ended 

September 30,
Nine Months Ended 

September 30,
2021 2020 2021 2020

Revenue:
Rental revenue $ 43,063 $ 40,722 $ 129,232 $ 123,879 

Expenses:
Rental expenses 3,024 4,405 9,513 12,639 
General and administrative expenses 6,348 3,578 19,610 9,960 
Internalization transaction expenses — 2,235 — 3,640 
Asset management fees — 4,218 — 12,604 
Depreciation and amortization 17,259 17,002 53,098 52,714 
Impairment loss on real estate 10,241 — 27,166 — 
Impairment loss on goodwill — — 671 — 

Total expenses 36,872 31,438 110,058 91,557 
Gain on real estate disposition — — — 2,703 

Income from operations 6,191 9,284 19,174 35,025 
Interest and other expense, net 11,737 9,865 30,035 32,597 

(Loss) income from continuing operations (5,546) (581) (10,861) 2,428 
Income from discontinued operations 377,191 5,845 401,444 19,600 
Net income attributable to common stockholders $ 371,645 $ 5,264 $ 390,583 $ 22,028 
Other comprehensive income (loss):

Unrealized income (loss) on interest rate swaps, net $ 2,241 $ 2,584 $ 9,808 $ (18,890)
Other comprehensive income (loss) 2,241 2,584 9,808 (18,890)

Comprehensive income attributable to common stockholders $ 373,886 $ 7,848 $ 400,391 $ 3,138 
Weighted average number of common shares outstanding:

Basic 223,661,774 221,346,730 223,079,613 221,293,405 
Diluted 223,661,774 221,346,730 223,079,613 221,335,874 

Net (loss) income per common share attributable to common stockholders:
Basic:

Continuing operations $ (0.03) $ (0.01) $ (0.05) $ 0.01 
Discontinued operations 1.69 0.03 1.80 0.09 
Net income attributable to common stockholders $ 1.66 $ 0.02 $ 1.75 $ 0.10 

Diluted:
Continuing operations $ (0.03) $ (0.01) $ (0.05) $ 0.01 
Discontinued operations 1.69 0.03 1.80 0.09 
Net income attributable to common stockholders $ 1.66 $ 0.02 $ 1.75 $ 0.10 

Distributions declared per common share $ 1.86 $ 0.12 $ 2.11 $ 0.36 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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SILA REALTY TRUST, INC.
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

(in thousands, except share data)
(Unaudited)

Common Stock

No. of 
Shares

Par 
Value

Additional 
Paid-in 
Capital

Accumulated
Distributions in Excess

of Earnings
Accumulated Other
Comprehensive Loss

Total 
Stockholders’ 

Equity

Balance, June 30, 2021 223,285,587 $ 2,233 $ 1,995,298 $ (345,941) $ (12,877) $ 1,638,713 
Issuance of common stock under the distribution
reinvestment plan 826,280 8 6,909 — — 6,917 
Vesting of restricted stock 18,075 — — — — — 
Stock-based compensation — — 637 — — 637 
Distribution and servicing fees — — 573 — — 573 
Repurchase of common stock (303,247) (3) (2,483) — — (2,486)
Distributions to common stockholders — — — (416,636) — (416,636)
Other comprehensive income — — — — 2,241 2,241 
Net income — — — 371,645 — 371,645 

Balance, September 30, 2021 223,826,695 $ 2,238 $ 2,000,934 $ (390,932) $ (10,636) $ 1,601,604 

Common Stock

No. of 
Shares

Par 
Value

Additional 
Paid-in 
Capital

Accumulated
Distributions in Excess

of Earnings
Accumulated Other
Comprehensive Loss

Total 
Stockholders’ 

Equity

Balance, December 31, 2020 222,045,522 $ 2,220 $ 1,983,361 $ (311,264) $ (20,444) $ 1,653,873 
Issuance of common stock under the distribution
reinvestment plan 2,532,368 25 21,725 — — 21,750 
Vesting of restricted stock 21,386 — — — — — 
Stock-based compensation — — 1,756 — — 1,756 
Distribution and servicing fees — — 649 — — 649 
Repurchase of common stock (772,581) (7) (6,557) — — (6,564)
Distributions to common stockholders — — — (470,251) — (470,251)
Other comprehensive income — — — — 9,808 9,808 
Net income — — — 390,583 — 390,583 

Balance, September 30, 2021 223,826,695 $ 2,238 $ 2,000,934 $ (390,932) $ (10,636) $ 1,601,604 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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SILA REALTY TRUST, INC.
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

(in thousands, except share data)
(Unaudited)

Common Stock

No. of 
Shares

Par 
Value

Additional 
Paid-in 
Capital

Accumulated
Distributions in

Excess of
Earnings

Accumulated Other
Comprehensive Loss

Total 
Stockholders’ 

Equity
Noncontrolling 

Interests
Total 
Equity

Balance, June 30, 2020 220,865,308 $ 2,209 $ 1,972,886 $ (277,349) $ (26,178) $ 1,671,568 $ 2 $ 1,671,570 
Issuance of common stock under the
distribution reinvestment plan 879,728 9 7,604 — — 7,613 — 7,613 
Vesting of restricted stock 8,250 — — — — — — — 
Stock-based compensation — — 45 — — 45 — 45 
Purchase of noncontrolling interest — — — — — — (2) (2)
Distribution and servicing fees — — 6 — — 6 — 6 
Repurchase of common stock (224,416) (3) (1,937) — — (1,940) — (1,940)
Distributions to common stockholders — — — (26,896) — (26,896) — (26,896)
Other comprehensive income — — — — 2,584 2,584 — 2,584 
Net income — — — 5,264 — 5,264 — 5,264 

Balance, September 30, 2020 221,528,870 $ 2,215 $ 1,978,604 $ (298,981) $ (23,594) $ 1,658,244 $ — $ 1,658,244 

Common Stock

No. of 
Shares

Par 
Value

Additional 
Paid-in 
Capital

Accumulated
Distributions in

Excess of
Earnings

Accumulated Other
Comprehensive Loss

Total 
Stockholders’ 

Equity
Noncontrolling 

Interests
Total 
Equity

Balance, December 31, 2019 221,912,714 $ 2,219 $ 1,981,848 $ (240,946) $ (4,704) $ 1,738,417 $ 2 $ 1,738,419 
Issuance of common stock under the
distribution reinvestment plan 2,664,728 27 23,028 — — 23,055 — 23,055 
Vesting of restricted stock 10,500 — — — — — — — 
Stock-based compensation — — 102 — — 102 — 102 
Purchase of noncontrolling interest — — — — — — (2) (2)
Distribution and servicing fees — — 65 — — 65 — 65 
Other offering costs — — (9) — — (9) — (9)
Repurchase of common stock (3,059,072) (31) (26,430) — — (26,461) — (26,461)
Distributions to common stockholders — — — (80,063) — (80,063) — (80,063)
Other comprehensive loss — — — — (18,890) (18,890) — (18,890)
Net income — — — 22,028 — 22,028 — 22,028 

Balance, September 30, 2020 221,528,870 $ 2,215 $ 1,978,604 $ (298,981) $ (23,594) $ 1,658,244 $ — $ 1,658,244 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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SILA REALTY TRUST, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)
(Unaudited)

 
Nine Months Ended 

September 30,
 2021 2020

Cash flows from operating activities:
Net income attributable to common stockholders $ 390,583 $ 22,028 
Adjustments to reconcile net income attributable to common stockholders to net cash provided by operating activities:

Depreciation and amortization 64,843 80,607 
Amortization of deferred financing costs 2,761 2,883 
Amortization of above-market leases 1,450 1,983 
Amortization of below-market leases (2,689) (6,050)
Amortization of origination fee 394 96 
Amortization of discount of deferred liability 272 — 
Swap termination 833 — 
Reduction in the carrying amount of right-of-use assets - operating leases, net 660 701 
Reduction in the carrying amount of right-of-use assets - finance lease, net 14 1 
Impairment loss on real estate 27,166 — 
Impairment loss on goodwill 671 — 
Gain on real estate disposition from continuing operations — (2,703)
Gain on real estate dispositions of discontinued operations (395,801) — 
Loss on extinguishment of debt 28,751 — 
Straight-line rent (12,492) (16,146)
Stock-based compensation 1,756 102 
Changes in operating assets and liabilities:

Accounts payable and other liabilities (7,172) 1,745 
Accounts payable due to affiliates — (3,350)
Other assets 2,816 (1,293)

Net cash provided by operating activities 104,816 80,604 
Cash flows from investing activities:

Investment in real estate (25,048) (16,064)
Consideration paid for the internalization transaction (15,000) (25,000)
Proceeds from real estate dispositions 1,295,367 6,125 
Capital expenditures (20,323) (21,251)
Payments of deal costs — (126)
Real estate deposits, net (400) 600 
Collection of notes receivable 28,500 — 

Net cash provided by (used in) investing activities 1,263,096 (55,716)
Cash flows from financing activities:

Payments on notes payable (453,422) (2,822)
Proceeds from credit facility 15,000 140,000 
Payments on credit facility (433,000) (65,000)
Payments for extinguishment of debt (29,244) — 
Payments of deferred financing costs (436) (622)
Repurchase of common stock (6,564) (26,461)
Offering costs on issuance of common stock (1,807) (2,384)
Distributions to common stockholders (450,143) (57,321)
Purchase of noncontrolling interests — (2)

Net cash used in financing activities (1,359,616) (14,612)
Net change in cash, cash equivalents and restricted cash 8,296 10,276 
Cash, cash equivalents and restricted cash - Beginning of period 67,909 80,230 
Cash, cash equivalents and restricted cash - End of period $ 76,205 $ 90,506 
Supplemental cash flow disclosure:

Interest paid, net of interest capitalized of $296 and $463, respectively $ 34,142 $ 42,103 
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Supplemental disclosure of non-cash transactions:
Common stock issued through distribution reinvestment plan $ 21,750 $ 23,055 
Contingent consideration $ 978 $ — 
Accrued capital expenditures $ — $ 1,186 
Accrued deal costs $ 56 $ 13 
Deferred internalization transaction purchase price $ — $ 14,674 
Right-of-use assets in exchange for lease liability - operating leases $ 625 $ 1,060 
Right-of-use assets in exchange for lease liability - finance lease $ — $ 2,854 
Origination of note receivable related to real estate disposition $ — $ 28,000 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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SILA REALTY TRUST, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

September 30, 2021

Note 1—Organization and Business Operations

Sila Realty Trust, Inc., or the Company, is a Maryland corporation that was formed on January 11, 2013. The Company elected, and currently qualifies, to be
taxed as a real estate investment trust, or a REIT, under the Internal Revenue Code of 1986, as amended, or the Code, for federal income tax purposes commencing
with its taxable year ended December 31, 2014. Substantially all of the Company’s business is conducted through Sila Realty Operating Partnership, LP, a
Delaware limited partnership, or the Operating Partnership, formed on January 10, 2013. The Company is the sole general partner and, prior to the completion of
the Internalization Transaction (as defined herein) on September 30, 2020, Carter Validus Advisors II, LLC, or the Former Advisor, was the special limited partner
of the Operating Partnership. As of the closing of the Internalization Transaction, the Company owns directly or indirectly, all of the interests in the Operating
Partnership.

Prior to September 30, 2020, the Former Advisor was responsible for managing the Company’s affairs on a day-to-day basis and for identifying and making
investments on the Company’s behalf pursuant to an advisory agreement among the Company, the Operating Partnership and the Former Advisor. On July 28,
2020, the Company and the Operating Partnership entered into a Membership Interest Purchase Agreement, or the Purchase Agreement, to provide for the
internalization of the external management functions previously performed for the Company and the Operating Partnership by the Former Advisor and its affiliates,
or the Internalization Transaction. On September 30, 2020, the Company closed the Internalization Transaction. Effective September 30, 2020, as a result of the
Internalization Transaction, the Former Advisor is no longer affiliated with the Company.

Upon completion of the Internalization Transaction, individuals, who were previously employed by an affiliate of the Former Advisor, became employees of
the Company and the functions previously performed by the Former Advisor were internalized by the Company. As an internally managed company, the Company
no longer pays the Former Advisor and its affiliates any fees or expense reimbursements arising from the advisory agreement.

In addition, on September 30, 2020, the Operating Partnership redeemed the Former Advisor’s limited partner interest (including special limited partner
interest) in the Operating Partnership in connection with the Internalization Transaction. On September 30, 2020, the Company and Sila REIT, LLC, a Maryland
limited liability company that is the sole limited partner of the Operating Partnership, entered into the Third Amended and Restated Agreement of Limited
Partnership of the Operating Partnership, or the Third A&R LP Agreement, in order to reflect the completion of the Internalization Transaction.

The Company was formed to invest primarily in quality income-producing commercial real estate, with a focus on data centers and healthcare properties,
preferably with long-term leases to creditworthy tenants, as well as to make other real estate-related investments in such property types, which may include equity
or debt interests in other real estate entities.

During the second quarter of 2021, the Company's board of directors, or the Board, made a determination to sell the Company's data center assets. On May
19, 2021, the Company and certain of its wholly-owned subsidiaries entered into a purchase and sale agreement, or the PSA, for the sale of up to 29 data center
properties owned by the Company, which constituted the entirety of the Company's data center segment. See Note 4—"Held for Sale and Discontinued Operations"
for further discussion. The decision of the Board to sell the data center assets, as well as the execution of the PSA, represented a strategic shift that had a major
effect on the Company's results and operations and assets and liabilities for the periods presented. As a result, the Company has classified the assets and liabilities
related to the data center segment as assets held for sale, net, and liabilities held for sale, net, respectively, on the condensed consolidated balance sheets and the
operations have been classified as income from discontinued operations on the condensed consolidated statements of comprehensive income.

On July 22, 2021, the Company completed the sale of all 29 of its data centers, or the Data Center Sale, for an aggregate sale price of $1,320,000,000, and
generated net proceeds of approximately $1,295,367,000. See Note 3—"Acquisitions and Dispositions" for further discussion. Concurrently, the Board declared a
special cash distribution of $1.75 per share of Class A, Class I, Class T and Class T2 shares of common stock. The special cash distribution was funded with the
proceeds from the Data Center Sale. The special cash distribution was paid on July 30, 2021 to stockholders of record at the close of business on July 26, 2021, in
the aggregate amount of approximately $392,685,000.

As of September 30, 2021, the Company owned 125 real estate healthcare properties, in two micropolitan statistical areas and 54 metropolitan statistical
areas, or MSAs.

The Company raised the equity capital for its real estate investments through two public offerings, or the Offerings, from May 2014 through November 2018,
and the Company has offered shares pursuant to its distribution reinvestment plan, or the
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DRIP, pursuant to two Registration Statements on Form S-3, or each, a DRIP Offering and together the DRIP Offerings, since November 2017.

Except as the context otherwise requires, the “Company” refers to Sila Realty Trust, Inc., the Operating Partnership and all wholly-owned subsidiaries.

Note 2—Summary of Significant Accounting Policies

The summary of significant accounting policies presented below is designed to assist in understanding the Company’s condensed consolidated financial
statements. Such condensed consolidated financial statements and the accompanying notes thereto are the responsibility of management. These accounting policies
conform to United States generally accepted accounting principles, or GAAP, for interim financial information and with the instructions to Form 10-Q and Article
10 of Regulation S-X. Accordingly, they do not include all of the information and notes required by GAAP for complete financial statements. In the opinion of
management, all adjustments, consisting of a normal and recurring nature considered for a fair presentation, have been included. Operating results for the three and
nine months ended September 30, 2021, are not necessarily indicative of the results that may be expected for the year ending December 31, 2021.

The condensed consolidated balance sheet at December 31, 2020, has been derived from the audited consolidated financial statements at that date but does
not include all of the information and notes required by GAAP for complete financial statements. The information included in this Quarterly Report on Form 10-Q
should be read in conjunction with the Company’s audited consolidated financial statements as of and for the year ended December 31, 2020, and related notes
thereto set forth in the Company’s Annual Report on Form 10-K, filed with the SEC on March 24, 2021.

Principles of Consolidation and Basis of Presentation

The accompanying condensed consolidated financial statements include the accounts of the Company, the Operating Partnership, and all wholly-owned
subsidiaries. All intercompany accounts and transactions have been eliminated in consolidation.

Use of Estimates

The preparation of the condensed consolidated financial statements and accompanying notes in conformity with GAAP requires the Company to make
estimates and assumptions that affect the amounts reported in the condensed consolidated financial statements and accompanying notes. These estimates are made
and evaluated on an ongoing basis using information that is currently available as well as various other assumptions believed to be reasonable under the
circumstances. Actual results could differ from those estimates.

Restricted Cash

Restricted cash consists of restricted cash held in escrow, which includes cash held by escrow agents in escrow accounts for tenant and capital improvements
in accordance with the respective tenant’s lease agreement. Restricted cash attributable to continuing operations is reported in other assets, net, in the
accompanying condensed consolidated balance sheets. See Note 10—"Other Assets, Net." Restricted cash attributable to discontinued operations is reported in
assets held for sale, net, in the accompanying condensed consolidated balance sheets.
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The following table presents a reconciliation of the beginning of period and end of period cash, cash equivalents and restricted cash reported within the
condensed consolidated balance sheets to the totals shown in the condensed consolidated statements of cash flows (amounts in thousands):

Nine Months Ended 
September 30,

2021 2020
Beginning of period:
Cash and cash equivalents $ 53,174 $ 69,342 
Restricted cash 14,735 10,888 
Cash, cash equivalents and restricted cash $ 67,909 $ 80,230 

End of period:
Cash and cash equivalents $ 75,363 $ 75,505 
Restricted cash 842 15,001 
Cash, cash equivalents and restricted cash $ 76,205 $ 90,506 

(1) Of this amount, $13,499,000 is attributable to continuing operations and $1,236,000 is attributable to discontinued operations.
(2) Of this amount, $9,652,000 is attributable to continuing operations and $1,236,000 is attributable to discontinued operations.
(3) Of this amount, $13,765,000 is attributable to continuing operations and $1,236,000 is attributable to discontinued operations.

Held for Sale and Discontinued Operations

The Company classifies a real estate property as held for sale upon satisfaction of all of the following criteria: (i) management commits to a plan to sell a
property, (ii) the property is available for immediate sale in its present condition, subject only to terms that are usual and customary for sales of such properties,
(iii) there is an active program to locate a buyer, (iv) the sale of the property is probable and transfer of the asset is expected to be completed within one year, (v)
the property is being actively marketed for sale, and (vi) actions required to complete the plan indicate that it is unlikely that significant changes to the plan will be
made or that the plan will be withdrawn.

Upon the determination to classify a property as held for sale, the Company ceases depreciation and amortization on the real estate properties held for sale, as
well as the amortization of acquired in-place leases and right-of-use assets. The real estate properties held for sale and associated liabilities are classified separately
on the condensed consolidated balance sheets. Such properties are recorded at the lesser of the carrying value or estimated fair value less estimated cost to sell.

As a result of the Data Center Sale, as of September 30, 2021, the Company had assets held for sale in the amount of $2,394,000, which primarily related to
accounts receivable to be collected from the former tenants and liabilities held for sale in the amount of $1,822,000, which primarily related to accounts payable
and other liabilities to be paid when obligations become due. Additionally, during the three months ended September 30, 2021, the Company classified two
healthcare properties as held for sale. The Company has recorded the real estate properties held for sale at their carrying value at September 30, 2021. See Note 4
—"Held for Sale and Discontinued Operations" for further discussion.

The Company classifies assets and liabilities of the 29-property data center portfolio as discontinued operations for all periods presented because they
represent a strategic shift that had a major effect on the Company's results and operations. The assets and liabilities are classified on the condensed consolidated
balance sheets as assets held for sale, net, and liabilities held for sale, net, respectively, and the operations are classified on the condensed consolidated statements
of comprehensive income as income from discontinued operations for all periods presented. On July 22, 2021, the Company completed the Data Center Sale, for an
aggregate sale price of $1,320,000,000, and generated net proceeds of approximately $1,295,367,000. See Note 3—"Acquisitions and Dispositions" for additional
information.

Impairment of Long-Lived Assets

The Company continually monitors events and changes in circumstances that could indicate that the carrying amounts of its real estate may not be
recoverable. When indicators of potential impairment suggest that the carrying value of real estate may not be recoverable, the Company assesses the recoverability
of the asset group by estimating whether the Company will recover the carrying value of the asset group through its undiscounted future cash flows and their
eventual disposition. If, based

(1) (2)

(3)
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on this analysis, the Company does not believe that it will be able to recover the carrying value of the asset group, the Company will record an impairment loss to
the extent that the carrying value exceeds the estimated fair value of the asset group.

When developing estimates of expected future cash flows, the Company makes certain assumptions regarding future market rental rates subsequent to the
expiration of current lease arrangements, property operating expenses, terminal capitalization and discount rates, probability weighting of the potential re-lease of
the property versus sales scenarios, sale prices of comparable properties, required tenant improvements and the number of years the property will be held for
investment. The use of alternative assumptions in the future cash flow analysis could result in a different determination of the property’s future cash flows and a
different conclusion regarding the existence of an impairment, the extent of such loss, if any, as well as the carrying value of the real estate assets.

In addition, the Company estimates the fair value of the assets by applying a market approach using comparable sales for certain properties. The use of
alternative assumptions in the market approach analysis could result in a different determination of the property’s estimated fair value and a different conclusion
regarding the existence of an impairment, the extent of such loss, if any, as well as the carrying value of the real estate assets.

Impairment of Real Estate

During the first quarter of 2021, real estate assets related to one healthcare property were determined to be impaired. A tenant of the property that was
experiencing financial difficulty vacated its space on June 19, 2020. During the fourth quarter of 2020, the Company entered into lease negotiations with a
prospective tenant for the same property, but the Company did not reach a mutual agreement. As such, the Company evaluated other strategic options for the
property, including a possible sale, and in April 2021, the Company received a letter of intent from a prospective buyer. The inclusion of a potential sale scenario
in the Company’s step one impairment analysis resulted in the expected future cash flows from the property to fall below its current carrying value. As a result, the
carrying value of the property was reduced to its estimated fair value of $17,145,000, resulting in an impairment charge of $10,423,000. During the third quarter of
2021, the Company entered into a purchase and sale agreement with the prospective buyer. The agreement was terminated subsequently due to higher than
anticipated costs to redevelop the property. As a result, the Company re-performed the impairment analysis with changes to the sale scenario. The aggregate
carrying amount of the assets of $16,909,000 exceeded their fair value. The carrying value of the property was reduced to its estimated fair value of $6,668,000,
resulting in an impairment charge of $10,241,000. The Company utilized a market approach, using comparable properties, to estimate the fair value of the
property.

During the second quarter of 2021, real estate assets related to one healthcare property were determined to be impaired. The tenant of the property was
experiencing financial difficulty and vacated the space in March 2021. Subsequently, during the second quarter, the Company received a letter of intent from a
prospective buyer. The inclusion of this new potential sale scenario in the Company's step one impairment analysis resulted in the expected future cash flows from
the property falling below its current carrying value. The Company utilized a market approach, using comparable properties, to estimate the fair value of the
property. As a result, the carrying value of the property was reduced to its estimated fair value of $5,957,000, resulting in an impairment charge of $2,894,000.

Additionally, during the second quarter of 2021, real estate assets related to another healthcare property were determined to be impaired. The last of the three
tenants that occupied the building terminated its lease agreement and vacated the space on July 12, 2021. Subsequently, the Company received a letter of intent
from a prospective buyer. The inclusion of this new potential sale scenario in the Company's step one impairment analysis resulted in the expected future cash
flows from the property to fall below its current carrying value. As a result, the carrying value of the property was reduced to its estimated fair value of
$22,311,000, resulting in an impairment charge of $3,608,000. Impairment charges are recorded as impairment loss on real estate in the condensed consolidated
statements of comprehensive income.

No impairment losses were recorded on real estate assets during the three and nine months ended September 30, 2020. See Note 14—"Fair Value" for further
discussion.

During the second quarter of 2021, the Company accelerated depreciation of equipment at one healthcare property based on its anticipated sale in July 2021.
As a result, the Company accelerated the depreciation of the equipment in the amount of $296,000 in depreciation and amortization expense in the condensed
consolidated statements of comprehensive income and sold the equipment for $94,000 during the third quarter of 2021.

Impairment of Acquired Intangible Assets and Acquired Intangible Liabilities

During the three months ended September 30, 2021, the Company did not record impairment of acquired intangible assets or acquired intangible liabilities.
During the nine months ended September 30, 2021, the Company did not record impairment of acquired intangible liabilities.
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During the nine months ended September 30, 2021, the Company recognized an impairment of one in-place lease intangible asset in the amount of
approximately $1,120,000, by accelerating the amortization of the acquired intangible asset related to one healthcare tenant of the Company that was experiencing
financial difficulties and vacated the property in March 2021. On April 5, 2021, the Company terminated its lease agreement and the tenant paid a lease termination
fee of $400,000, which was recorded in rental revenue in the condensed consolidated statements of comprehensive income.

During the three months ended September 30, 2020, the Company recognized an impairment of one in-place lease intangible asset in the amount of
approximately $3,189,000, by accelerating the amortization of the acquired intangible asset related to a tenant in a data center property of the Company that was
experiencing financial difficulty due to deteriorating economic conditions driven by the impact of the COVID-19 pandemic and accelerating its modification of
work strategy to a remote environment due to the pandemic. The impairment loss was recorded in income from discontinued operations in the condensed
consolidated statements of comprehensive income. During the nine months ended September 30, 2020, the Company recognized impairments of two in-place lease
intangible assets in the amount of approximately $4,673,000 and one above-market lease intangible asset in the amount of approximately $344,000, by accelerating
the amortization of the acquired intangible assets. Of the $4,673,000 in-place lease intangible assets written off, $3,189,000 related to the tenant of the data center
property discussed above, which was recorded in income from discontinued operations; and $1,484,000 related to one healthcare tenant of the Company that was
experiencing financial difficulties and vacated the property on June 19, 2020. The impairment loss related to the in-place lease intangible asset of the healthcare
tenant was recorded in depreciation and amortization in the condensed consolidated statements of comprehensive income. The impairment loss related to the above
market lease intangible asset in the amount of $344,000 was recorded as an adjustment to rental revenue in the condensed consolidated statements of
comprehensive income.

During the three and nine months ended September 30, 2020, the Company wrote off one below-market lease intangible liability in the amount of
approximately $1,974,000, by accelerating the amortization of the acquired intangible liability related to one tenant of the data center property discussed above,
which was recorded in income from discontinued operations in the condensed consolidated statements of comprehensive income

Impairment of Goodwill

Goodwill represents the excess of the amount paid over the fair value of the identifiable tangible and intangible assets acquired and liabilities assumed in a
business combination and is allocated to an entity's reporting units. Goodwill has an indefinite life and is not amortized. On September 30, 2020, the Company
recorded $39,529,000 of goodwill related to the Internalization Transaction, of which $15,574,000 was allocated to the data center properties and written off as a
result of the Data Center Sale on July 22, 2021. Out of $39,529,000, $23,955,000 was allocated to the healthcare segment. See Note 5—"Internalization
Transaction" for details.

The Company evaluates goodwill for impairment when an event occurs or circumstances change that indicate the carrying value may not be recoverable, or
at least annually. Unless circumstances otherwise dictate, the annual impairment test is performed as of the last day of each year. The Company evaluates potential
triggering events that may affect the estimated fair value of the Company’s reporting units to assess whether any goodwill impairment exists. Deteriorating or
adverse market conditions for certain reporting units may have a significant impact on the estimated fair value of these reporting units and could result in future
impairments of goodwill. If the carrying value of a reporting unit exceeds its estimated fair value, then an impairment charge is recorded in an amount equal to that
excess, limited to the total amount of goodwill allocated to that reporting unit.

The Company has the option to perform a qualitative assessment to determine if a quantitative impairment test is necessary. Under a qualitative assessment,
the impairment analysis for goodwill represents an evaluation of whether it is more-likely-than-not the reporting unit's fair value is less than its carrying value,
including goodwill. If a qualitative analysis indicates that it is more-likely-than-not that the estimated carrying value of a reporting unit, including goodwill,
exceeds its fair value, the Company performs the quantitative analysis as described below.

During the first quarter of 2021, the Company recognized $240,000 of goodwill impairment. Impairment loss on real estate recorded during such period (as
discussed in the "Impairment of Real Estate" section above) triggered evaluation of the reporting unit fair value for goodwill impairment. The Company's reporting
unit represents each individual operating real estate property. The carrying value of long-lived assets within the reporting unit with indicators of impairment were
first tested for recoverability and resulted in recognition of impairment during such period. As a result, the fair value of the reporting unit compared to its carrying
value, including goodwill, was determined to be lower than its carrying value. Therefore, the Company recognized an impairment loss on goodwill in the amount
of $240,000 for the amount that the carrying value of the reporting unit, including goodwill, exceeded its fair value, limited to the total amount of goodwill
allocated to that reporting unit and was recorded in impairment loss on goodwill in the condensed consolidated statements of comprehensive income. Fair value of
the reporting unit was determined based on a market valuation approach, using comparable sales to estimate the fair value. As of March 31, 2021, the Company did
not have any goodwill associated with this healthcare reporting unit.
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During the second quarter of 2021, the Company recognized $431,000 of goodwill impairment on two reporting units. Impairment loss on two real estate
properties recorded during such period (as discussed in the "Impairment of Real Estate" section above) triggered evaluation of each reporting unit's fair value for
goodwill impairment. As a result, the fair value of each reporting unit compared to its carrying value, including goodwill, was determined to be lower than its
carrying value. Therefore, the Company recognized an impairment loss on goodwill for the two reporting units in the amounts of $112,000 and $319,000,
respectively. Goodwill impairment was recorded for the amount that the carrying value of each reporting unit, including goodwill, exceeded its fair value, limited
to the total amount of goodwill allocated to each reporting unit. Goodwill impairment was recorded in impairment loss on goodwill in the condensed consolidated
statements of comprehensive income. Fair value of each reporting unit was determined based on a market approach model. As of June 30, 2021, the Company did
not have any goodwill associated with these healthcare reporting units.

The Company had no goodwill impairment during the three months ended September 30, 2021.

The following table summarizes the rollforward of goodwill for the nine months ended September 30, 2021, excluding amounts classified as discontinued
operations (amounts in thousands):

Goodwill
Balance as of December 31, 2020 $ 23,955 

Accumulated impairment losses (671)
Balance as of September 30, 2021 $ 23,284 

Revenue Recognition, Tenant Receivables and Allowance for Uncollectible Accounts

The Company recognizes non-rental related revenue in accordance with Accounting Standards Codification, or ASC, 606, Revenue from Contracts with
Customers, or ASC 606. The Company has identified its revenue streams as rental income from leasing arrangements and tenant reimbursements, which are
outside the scope of ASC 606. The core principle of ASC 606 is that an entity should recognize revenue to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. Non-rental revenue,
subject to ASC 606, is immaterial to the Company's condensed consolidated financial statements.

The majority of the Company's revenue is derived from rental revenue, which is accounted for in accordance with ASC 842, Leases, or ASC 842. In
accordance with ASC 842, rental revenue is recognized on a straight-line basis over the term of the related lease (including rent holidays). For lease arrangements
when it is not probable that the Company will collect all or substantially all of the remaining lease payments under the term of the lease, rental revenue is limited to
the lesser of the rental revenue that would be recognized on a straight-line basis or the lease payments that have been collected from the lessee. Differences
between rental revenue recognized and amounts contractually due under the lease agreements are credited or charged to straight-line rent receivable or straight-line
rent liability, as applicable. Tenant reimbursements, which are comprised of additional amounts recoverable from tenants for common area maintenance expenses
and certain other recoverable expenses, are recognized when the services are provided and the performance obligations are satisfied. The Company wrote off
approximately $199,000 and $4,000 for the nine months ended September 30, 2021 and 2020, respectively, as a reduction in rental revenue from continuing
operations in the accompanying condensed consolidated statements of comprehensive income because the amounts were determined to be uncollectible. No write-
offs from continuing operations were recorded during the three months ended September 30, 2021 and 2020, respectively. The Company wrote off approximately
$0 and $118,000 for the three months ended September 30, 2021 and 2020, respectively, and $17,000 and $118,000 for the nine months ended September 30, 2021
and 2020, respectively, related to discontinued operations, which was recorded in income from discontinued operations in the accompanying condensed
consolidated statements of comprehensive income.

On April 22, 2021, the Company entered into a settlement agreement with a data center property tenant that was experiencing financial difficulty due to
deteriorating economic conditions driven by the impact of the COVID-19 pandemic and accelerating its modification of work strategy to a remote environment due
to the pandemic. The tenant stopped paying rent in October 2020. Pursuant to the settlement agreement, the lease was terminated, effective immediately. The
tenant surrendered the space on June 20, 2021. Additionally, in connection with the lease termination, the tenant paid the Company a $7,000,000 termination fee on
April 23, 2021, which was recorded in income from discontinued operations in the accompanying condensed consolidated statements of comprehensive income
during the second quarter of 2021. The Company collected an additional $75,000 on July 7, 2021 related to the lease termination agreement with the tenant.

Additionally, on January 26, 2021, in connection with a lease termination with a tenant of one healthcare property that was experiencing financial difficulty
and vacated its space on June 19, 2020 (as discussed above), the Company entered into a settlement agreement with the prior tenant to recover certain outstanding
rental obligations due under the lease agreement. Pursuant to the settlement agreement, the prior tenant agreed to pay approximately $620,000 in total, payable on a
monthly basis from January 2021 through September 2022. During the three and nine months ended September 30, 2021, the Company recovered $50,000 and
$295,000 of settlement agreement income, respectively, and recorded these amounts when received, due
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to uncertainty regarding collectability of the funds. Settlement agreement income was recorded in rental revenue in the accompanying condensed consolidated
statements of comprehensive income.

Notes Receivable

Notes receivable are recorded at their outstanding principal balance and accrued interest, unearned income, unamortized deferred fees and costs and
allowances for loan losses. The Company defers notes receivable origination costs and fees and amortizes them as an adjustment of yield over the term of the
related note receivable. Amortization of the notes receivable origination costs and fees is recorded in interest and other expense, net, in the accompanying
condensed consolidated statements of comprehensive income.

The Company evaluates the collectability of both interest and principal on each note receivable to determine whether it is collectable, primarily through the
evaluation of credit quality indicators, such as the tenant's financial condition, collateral, evaluations of historical loss experience, current economic conditions and
other relevant factors, including contractual terms of repayments. Evaluating a note receivable for potential impairment requires management to exercise judgment.
The use of alternative assumptions in evaluating a note receivable could result in a different determination of the note's estimated fair value and a different
conclusion regarding the existence of an impairment, the extent of such loss, if any, as well as the carrying value of the note receivable.

Concentration of Credit Risk and Significant Leases

As of September 30, 2021, the Company had cash on deposit, including restricted cash, in certain financial institutions that had deposits in excess of current
federally insured levels. The Company limits its cash investments to financial institutions with high credit standings; therefore, the Company believes it is not
exposed to any significant credit risk on its cash deposits. To date, the Company has not experienced a loss or lack of access to cash in its accounts.

As of September 30, 2021, the Company owned real estate investments in two micropolitan statistical areas and 54 MSAs, one MSA of which accounted for
10.0% or more of rental revenue from continuing operations for the nine months ended September 30, 2021. Real estate investments located in the Houston-The
Woodlands-Sugar Land, Texas MSA accounted for 12.0% of rental revenue from continuing operations for the nine months ended September 30, 2021

As of September 30, 2021, the Company had one exposure to tenant concentration that accounted for 10.0% or more of rental revenue from continuing
operations for the nine months ended September 30, 2021. The leases with tenants at healthcare properties under common control of Post Acute Medical, LLC and
affiliates accounted for 16.3% of rental revenue from continuing operations for the nine months ended September 30, 2021.

Share Repurchase Program

The Company’s share repurchase program, or SRP, allows for repurchases of shares of the Company’s common stock upon meeting certain criteria. The SRP
provided that all repurchases during any calendar year, including those redeemable upon death or a "Qualifying Disability" as defined in the Company's SRP of a
stockholder, be limited to those that can be funded with equivalent proceeds raised from the DRIP during the prior calendar year and other operating funds, if any,
as the Board, in its sole discretion, may reserve for this purpose.

Repurchases of shares of the Company’s common stock are at the sole discretion of the Board, provided, however, that the Company could limit the number
of shares repurchased during any calendar year to 5.0% of the number of shares of common stock outstanding as of December 31  of the previous calendar year.
Subject to the terms and limitations of the SRP, including, but not limited to, quarterly share limitations, an annual 5.0% share limitation and DRIP funding
limitations and any amendments to the plan, as more fully described below, the SRP has been generally available to any stockholder as a potential means of interim
liquidity. In addition, the Board, in its sole discretion, may suspend (in whole or in part) the SRP at any time, and may amend, reduce, terminate or otherwise
change the SRP upon 30 days' prior notice to the Company’s stockholders for any reason it deems appropriate.

On December 11, 2020, the Board authorized and approved the Amended and Restated Share Repurchase Program, or the A&R SRP, which applied
beginning with the first quarter repurchase date of 2021, provided, however, the Company will only repurchase shares due to death and involuntary exigent
circumstances in accordance with the A&R SRP, subject in each case to the terms and limitations of the A&R SRP, including, but not limited to, quarterly share
limitations, an annual 5.0% share limitation, and distribution reinvestment plan funding limitations. Under the A&R SRP, the Company may waive certain of the
terms and requirements of the A&R SRP in the event of the death of a stockholder who is a natural person, including shares held through an Individual Retirement
Account or other retirement or profit-sharing plan, and certain trusts meeting the requirements of the A&R SRP. The Company may also waive certain of the terms
and requirements of the A&R SRP in the event of an involuntary exigent circumstance, as determined by the Company or any of the executive officers thereof, in
its or their sole discretion. See Part II, Item 2. "Unregistered Sales of Equity Securities" for more information on the Company's A&R SRP.

st
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During the nine months ended September 30, 2021, the Company repurchased 772,581 Class A shares, Class I shares and Class T shares of common stock
(715,406 Class A shares, 8,322 Class I shares and 48,853 Class T shares), for an aggregate purchase price of approximately $6,564,000 (an average of $8.50 per
share). During the nine months ended September 30, 2020, the Company repurchased 3,059,072 Class A shares, Class I shares, Class T shares and Class T2 shares
of common stock (2,382,166 Class A shares, 395,334 Class I shares, 258,550 Class T shares and 23,022 Class T2 shares), for an aggregate purchase price of
approximately $26,461,000 (an average of $8.65 per share).

Stock-based Compensation

On March 6, 2020, the Board approved the Amended and Restated 2014 Restricted Share Plan, or the A&R Incentive Plan, pursuant to which the Company
has the authority and power to grant awards of restricted shares of its Class A common stock to its directors, officers and employees. The Company accounts for its
stock awards in accordance with ASC 718-10, Compensation—Stock Compensation. ASC 718-10 requires that compensation cost for all stock awards be
calculated and amortized over the service period (generally equal to the vesting period). For performance-based awards, compensation costs are recognized over
the service period if it is probable that the performance condition will be satisfied, with changes of the assessment at each reporting period and recording the effect
of the change in the compensation cost as a cumulative catch-up adjustment. The compensation costs for restricted stock are recognized based on the fair value of
the restricted stock awards at grant date less forfeitures (if applicable).

On January 8, 2021, the Company granted time-based awards to our executive officers of 178,366 in restricted shares of Class A common stock, or the Time-
Based 2021 Awards. The Time-Based 2021 Awards will vest ratably over four years following the grant date, subject to each executive's employment through the
applicable vesting dates, with certain exceptions. In addition, on January 8, 2021, the Company's compensation committee approved performance-based deferred
stock unit awards, or Performance DSUs, to be granted for the Performance-Based 2021 Awards. The Performance DSUs represent the right to receive a number of
restricted shares of the Company's Class A common stock on a one-to-one basis with the number of Performance DSUs that vest. The awards were granted under
and subject to the terms of the A&R Incentive Plan and an award agreement. Stock-based compensation expense for the Time-Based 2021 Awards and
Performance-Based 2021 Awards for the three and nine months ended September 30, 2021, was approximately $226,000 and $678,000, which is reported in
general and administrative expenses in the accompanying condensed consolidated statements of comprehensive income. The Company recognized total stock-
based compensation expense, net of forfeitures, of $637,000 and $45,000 for the three months ended September 30, 2021 and 2020, respectively, and $1,756,000
and $102,000 for the nine months ended September 30, 2021 and 2020, respectively, which is reported in general and administrative expenses in the accompanying
condensed consolidated statements of comprehensive income.

Earnings Per Share

The Company calculates basic earnings per share by dividing net income attributable to common stockholders for the period by the weighted average shares
of its common stock outstanding for that period. Diluted earnings per share are computed based on the weighted average number of shares outstanding and all
potentially dilutive securities. Shares of non-vested restricted common stock and Performance DSUs give rise to potentially dilutive shares of common stock. For
the three and nine months ended September 30, 2021, diluted earnings per share was computed the same as basic earnings per share because the Company recorded
a loss from continuing operations, which would make potentially dilutive shares of 990,000 and 965,000, respectively, related to non-vested shares of restricted
common stock and Performance DSUs antidilutive. For the three months ended September 30, 2020, diluted earnings per share was computed the same as basic
earnings per share because the Company recorded a loss from continuing operations, which would make potentially dilutive shares of 60,000 related to non-vested
shares of restricted common stock antidilutive. For the nine months ended September 30, 2020, diluted earnings per share reflected the effect of approximately
42,000 of non-vested awards that were outstanding.

Reportable Segments

ASC 280, Segment Reporting, establishes standards for reporting financial and descriptive information about an entity’s reportable segments. As of
September 30, 2021 and December 31, 2020, 100% of the Company's consolidated revenues from continuing operations were generated from real estate
investments in healthcare properties. The Company’s chief operating decision maker evaluates operating performance of healthcare properties on an individual
property level, which are aggregated into one reportable business segment due to their similar economic characteristics.

In accordance with the definition of discontinued operations, the Company's decision to sell the properties in the data centers segment represented a strategic
shift that had a major effect on the Company's results and operations and assets and liabilities for the periods presented. As a result of the Data Center Sale, the
Company no longer has a data centers segment. All activities related to the previously reported data centers segment have been classified as discontinued
operations. The assets and liabilities related to discontinued operations are separately classified on the condensed consolidated balance sheets as of September 30,
2021 and December 31, 2020, as assets held for sale, net, and liabilities held for sale, net, and the operations
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have been classified as income from discontinued operations on the condensed consolidated statements of comprehensive income for the three and nine months
ended September 30, 2021 and 2020.

Derivative Instruments and Hedging Activities

As required by ASC 815, Derivatives and Hedging, or ASC 815, the Company records all derivative instruments at fair value as assets and liabilities on its
condensed consolidated balance sheets. The accounting for changes in the fair value of a derivative instrument depends on whether it has been designated and
qualifies as part of a hedging relationship and further, on the type of hedging relationship. For those derivative instruments that are designated and qualify as
hedging instruments, a company must designate the hedging instrument, based upon the exposure being hedged, as a fair value hedge, cash flow hedge or a hedge
of a net investment in a foreign operation.

In accordance with the fair value measurement guidance Accounting Standards Update, or ASU, 2011-04, Fair Value Measurement, the Company made an
accounting policy election to measure the credit risk of its derivative financial instruments that are subject to master netting agreements on a net basis by
counterparty portfolio.

The Company is exposed to variability in expected future cash flows that are attributable to interest rate changes in the normal course of business. The
Company’s primary strategy in entering into derivative contracts is to add stability to future cash flows by managing its exposure to interest rate movements. The
Company utilizes derivative instruments, including interest rate swaps, to effectively convert some of its variable rate debt to fixed rate debt. The Company does
not enter into derivative instruments for speculative purposes.

In accordance with ASC 815, the Company designates interest rate swap contracts as cash flow hedges of floating-rate borrowings. For derivative
instruments that are designated and qualify as cash flow hedges, the gains or losses on the derivative instruments are reported as a component of other
comprehensive income (loss) in the condensed consolidated statements of comprehensive income and are reclassified into earnings in the same line item associated
with the forecasted transaction in the same period during which the hedged transactions affect earnings. See additional discussion in Note 15—"Derivative
Instruments and Hedging Activities."

Recently Adopted Accounting Pronouncements

Reference Rate Reform

In March 2020, the Financial Accounting Standards Board issued ASU 2020-04, Reference Rate Reform (ASC 848), or ASU 2020-04. ASU 2020-04 contains
practical expedients for reference rate reform related activities that impact debt, leases, derivatives and other contracts. The guidance in ASU 2020-04 is optional
and may be elected over time through December 31, 2022, as reference rate reform activities occur. During the nine months ended September 30, 2021, the
Company has elected to apply the hedge accounting expedients related to probability and the assessments of effectiveness for future LIBOR-indexed cash flows to
assume that the index upon which future hedged transactions will be based matches the index on the corresponding derivatives. Application of these expedients
preserves the presentation of derivatives consistent with past presentation. The Company continues to evaluate the impact the guidance may have on its condensed
consolidated financial statements and may apply other elections, as applicable, as additional changes in the market occur.

Reclassifications

Certain prior period amounts have been reclassified to conform to the current financial statement presentation, with no effect on the Company’s condensed
consolidated financial position or condensed consolidated statement of comprehensive income. The Company's assets and liabilities related to the data center
properties and two healthcare properties are classified as assets held for sale, net, and liabilities held for sale, net, respectively, on the condensed consolidated
balance sheets. Additionally, operations of data center properties are classified as income from discontinued operations on the condensed consolidated statements
of comprehensive income for all periods presented.

Note 3—Acquisitions and Dispositions

2021 Real Estate Property Acquisition

During the nine months ended September 30, 2021, the Company purchased one real estate property, or the 2021 Acquisition, which was determined to be an
asset acquisition. Upon the completion of the 2021 Acquisition, the Company allocated the purchase price of the real estate property to acquired tangible assets,
consisting of land and building and improvements, acquired intangible assets, consisting of an in-place lease, and acquired intangible liabilities, consisting of a
below-market lease, based on the relative fair value method of allocating all accumulated costs.
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The following table summarizes the consideration transferred for the 2021 Acquisition during the nine months ended September 30, 2021:

Property Description Date Acquired Ownership Percentage
Purchase Price 

(amount in thousands)
Greenwood Healthcare Facility 04/19/2021 100% $ 25,048 

The following table summarizes the Company's purchase price allocation of the 2021 Acquisition during the nine months ended September 30, 2021
(amounts in thousands):

Total
Land $ 1,603 
Buildings and improvements 22,588 
In-place leases 2,411 

Total assets acquired 26,602 
Below-market leases (1,554)
Total liabilities acquired (1,554)
Net assets acquired $ 25,048 

Acquisition costs associated with transactions determined to be asset acquisitions are capitalized. The Company capitalized acquisition costs of
approximately $48,000 related to the 2021 Acquisition, which are included in the Company's allocation of the real estate acquisition presented above. The total
amount of all acquisition costs is limited to 6.0% of the contract purchase price of a property, unless the Board determines a higher transaction fee to be
commercially competitive, fair and reasonable to the Company. The contract purchase price is the amount actually paid or allocated in respect of the purchase,
development, construction or improvement of a property exclusive of acquisition costs. During the nine months ended September 30, 2021, acquisition costs did
not exceed 6.0% of the contract purchase price of the 2021 Acquisition during such period.

Dispositions - Discontinued Operations

Dispositions resulting in a strategic shift with a major effect on results and operations qualify as discontinued operations. As discussed in Note 2—"Summary
of Significant Accounting Policies - Held for Sale and Discontinued Operations," the Data Center Sale qualifies as discontinued operations and the operations
associated with the related assets have been included in discontinued operations on the condensed consolidated statements of comprehensive income for the three
and nine months ended September 30, 2021 and 2020.

On July 22, 2021, the Company completed the Data Center Sale for an aggregate sale price of $1,320,000,000, and generated net proceeds of approximately
$1,295,367,000. The Company recognized an aggregate gain on sale of approximately $398,560,000 and $395,801,000 and recorded it as a part of income from
discontinued operations in the condensed consolidated statements of comprehensive income for the three and nine months ended September 30, 2021, respectively.

Note 4—Held for Sale and Discontinued Operations

The assets and liabilities related to the 29 data center properties are separately classified on the condensed consolidated balance sheets as of September 30,
2021 and December 31, 2020, as assets held for sale, net, and liabilities held for sale, net, and their operations have been classified as income from discontinued
operations on the condensed consolidated statements of comprehensive income for the three and nine months ended September 30, 2021 and 2020. As of
September 30, 2021, the assets and liabilities held for sale related to the Data Center Sale primarily related to accounts receivable to be collected from the former
tenants and accounts payable and other liabilities to be paid when obligations become due.

On July 19, 2021, the Company entered into a purchase and sale agreement for the sale of one healthcare property that is currently vacant. The Company
classified the healthcare property as held for sale during the three months ended September 30, 2021, because the property met the held for sale criteria as outlined
in Note 2—"Summary of Significant Accounting Policies -Held for Sale and Discontinued Operations." On October 21, 2021, the Company sold the healthcare
property. See Note 18—"Subsequent Events" for additional information.

On August 30, 2021, the Company entered into a purchase and sale agreement for the sale of another healthcare property that is currently vacant. The
purchase and sale agreement contains a clause that the healthcare property has to be demolished prior to the sale. The Company classified the healthcare property
as held for sale during the three months ended September 30, 2021, because the property met the held for sale criteria as outlined in Note 2—"Summary of
Significant Accounting Policies -
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Held for Sale and Discontinued Operations. The Company estimates that the total demolition cost of the property will be approximately $305,000. The Company
expects to sell the healthcare property during the fourth quarter of 2021.

The following table presents the major classes of assets and liabilities of 29 data center properties, which were sold on July 22, 2021, and two healthcare
properties classified as assets and liabilities held for sale, net, presented separately in the condensed consolidated balance sheets as of September 30, 2021 and
December 31, 2020 (amounts in thousands):

September 30, 2021 December 31, 2020
Assets:
Real estate:

Land $ 9,112 $ 166,709 
Buildings and improvements, net 19,050 677,563 

Total real estate, net 28,162 844,272 
Acquired intangible assets, net — 48,860 
Goodwill — 15,574 
Right-of-use assets - operating leases — 7,252 
Other assets, net 2,458 43,792 

Assets held for sale, net $ 30,620 $ 959,750 
Liabilities:

Notes payable, net $ — $ 304,972 
Accounts payable and other liabilities 2,369 12,300 
Acquired intangible liabilities, net — 40,589 
Operating lease liabilities — 8,124 

Liabilities held for sale, net $ 2,369 $ 365,985 

(1)    As of September 30, 2021, two healthcare properties with $28,162,000 of total real estate, net, $64,000 of other assets, net, and $547,000 of accounts payable
and other liabilities did not meet the criteria of discontinued operations. The remaining 29 data center held for sale properties were sold on July 22, 2021.

(2)    Primarily consists of straight-line rent receivable, net, leasing commissions, net, and restricted cash.
(3)    Primarily consists of accounts payable and accrued expenses, accrued property taxes, deferred rental income and derivative liabilities.

(1)

(1) (2)

(1) (3)
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The operations reflected in income from discontinued operations on the condensed consolidated statements of comprehensive income for the three and nine
months ended September 30, 2021 and 2020, were as follows (amounts in thousands):

Three Months Ended 
September 30,

Nine Months Ended 
September 30,

2021 2020 2021 2020
Revenue:

Rental revenue $ 6,180 $ 29,945 $ 57,903 $ 84,848 
Lease termination revenue 75 — 7,075 — 

Total revenue 6,255 29,945 64,978 84,848 
Expenses:

Rental expenses 2,504 7,663 15,737 21,839 
Asset management fees — 1,771 — 5,310 
Depreciation and amortization 35 11,247 11,759 27,894 

Total expenses 2,539 20,681 27,496 55,043 
Interest and other expense, net 25,085 3,419 31,839 10,205 

(Loss) income from discontinued operations (21,369) 5,845 5,643 19,600 
Gain on real estate dispositions 398,560 — 395,801 — 

Net income from discontinued operations attributable to common stockholders $ 377,191 $ 5,845 $ 401,444 $ 19,600 

(1)    Interest expense attributable to discontinued operations for the three months ended September 30, 2021 and 2020, was $25,085,000 and $3,452,000,
respectively, and $31,856,000 and $10,293,000 for the nine months ended September 30, 2021 and 2020, respectively, which related to notes payable on
certain data center properties. On July 22, 2021, in connection with the disposition and proceeds received from the data center properties, the Company paid
off all data center and healthcare related notes payable, with an outstanding principal balance of $450,806,000 at the time of repayment and incurred
approximately $23,738,000 related to debt extinguishment costs. See Note 12—"Notes Payable and Credit Facility" for additional information.

(2)    Represents gain on real estate dispositions related to the Data Center Sale that occurred on July 22, 2021. The Company recognized $2,759,000 in transaction
costs during the second quarter of 2021, resulting in the total gain being higher during the three months ended September 30, 2021.

Capital expenditures on a cash basis for the nine months ended September 30, 2021 and 2020, were $2,215,000 and $3,633,000, respectively, related to
properties classified within discontinued operations.

There were no significant non-cash operating or investing activities for the properties classified within discontinued operations for the nine months ended
September 30, 2021. Significant non-cash operating activities for properties classified within discontinued operations were $3,563,000 for the nine months ended
September 30, 2020, which primarily related to accrued property taxes and utilities. There were no significant non-cash investing activities for the properties
classified within discontinued operations for the nine months ended September 30, 2020.

Note 5—Internalization Transaction

Overview

On July 28, 2020, the Company and the Operating Partnership entered into the Purchase Agreement, to effectively provide for the internalization of the
Company’s external management functions. The Purchase Agreement was entered into with the Former Advisor, and various affiliates of the Former Advisor, or
the Sellers, and Sila Realty Management Company, LLC, f/k/a CV Manager, LLC, a newly formed Delaware limited liability company, or Manager Sub.

The Internalization Transaction closed on September 30, 2020. A special committee comprised entirely of independent and disinterested members of the
Board, negotiated the Internalization Transaction and, after consultation with its independent legal and financial advisors, determined that the Internalization
Transaction was advisable, fair and reasonable to and in the Company’s best interests and on terms and conditions no less favorable to the Company than those
available from unaffiliated third parties. The Company believes that the Internalization Transaction provides various benefits, including cost savings, continuity of
management and further alignment of interests between management and its stockholders, as well as a potential benefit for ultimate liquidity given the preference
for an internal management structure in traded equity REITs.

 (1)

(2)
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Under the Purchase Agreement and related agreements, immediately prior to the closing of the Internalization Transaction, the Sellers assigned to Manager
Sub all of the assets necessary to operate the business of the Company and its subsidiaries, or the Business, and delegated all obligations of the Sellers in
connection with the Business to Manager Sub pursuant to an assignment and acceptance agreement.

On September 30, 2020, or the Closing, under the Purchase Agreement, the Operating Partnership (i) acquired 100% of the membership interests in Manager
Sub for an aggregate cash purchase price of $40,000,000, subject to certain adjustments, or the Purchase Price, and (ii) redeemed the Former Advisor’s limited
partner interest (including special limited partner interest) in the Operating Partnership. The Purchase Price was paid as follows, subject to certain acceleration
provisions: (i) $25,000,000 was paid at the Closing, (ii) $7,500,000 was due and payable on March 31, 2021, and was paid on March 30, 2021, and (iii) $7,500,000
was due and payable on March 31, 2022, and was paid on July 27, 2021, as a result of the Data Center Sale, which was considered an acceleration condition as
outlined in the Purchase and Sale Agreement filed as Exhibit 10.1 to the Company's Current Report on Form 8-K/A, filed on July 23, 2021, and incorporated herein
by reference. The Purchase Price was recorded at fair value, net of amortization of discount in accounts payable and other liabilities in the accompanying
condensed consolidated balance sheets. As a result of the early repayment of $7,500,000 that was originally payable on March 31, 2022, the Company accelerated
amortization of discount of deferred liability in the amount of $145,000 during the three months ended September 30, 2021, which was recorded in interest and
other expense, net, in the accompanying condensed consolidated statements of comprehensive income.

Allocation of Purchase Price

The Internalization Transaction was accounted for as a business combination and the following table summarizes management’s allocation of the fair value
of the Internalization Transaction as of September 30, 2020 (amounts in thousands):

Total
Goodwill $ 39,529 
Right-of-use assets - operating lease 1,205 

Total assets acquired 40,734 
Operating lease liabilities (1,060)
Deferred internalization transaction purchase price (14,674)

Total liabilities acquired (15,734)
Net assets allocated at acquisition $ 25,000 
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Pro Forma Financial Information (Unaudited)

Assuming the Internalization Transaction had occurred on January 1, 2020, pro forma revenues and net income attributable to common stockholders would
have been as follows for the periods presented below (amounts in thousands, except per share amounts):

Three Months Ended 
September 30,

Nine Months Ended 
September 30,

2021 2020 2021 2020
Pro forma basis:
Revenues $ 43,063 $ 40,722 $ 129,232 $ 123,879 
Income (loss) from continuing operations (5,261) 4,786 (10,380) 15,733 
Income from discontinued operations 377,191 5,845 401,444 19,600 
Net income attributable to common stockholders $ 371,930 $ 10,631 $ 391,064 $ 35,333 
Net income per common share attributable to common stockholders:

Basic:
Continuing operations $ (0.03) $ 0.02 $ (0.05) $ 0.07 
Discontinued operations 1.69 0.03 1.80 0.09 
Net income attributable to common stockholders $ 1.66 $ 0.05 $ 1.75 $ 0.16 

Diluted:
Continuing operations $ (0.03) $ 0.02 $ (0.05) $ 0.07 
Discontinued operations 1.69 0.03 1.80 0.09 
Net income attributable to common stockholders $ 1.66 $ 0.05 $ 1.75 $ 0.16 

The condensed pro forma financial statements for the three and nine months ended September 30, 2021 and 2020 include pro forma adjustments related to the
Internalization Transaction during 2020 and 2021. The pro forma information for the three and nine months ended September 30, 2020, was adjusted to exclude
approximately $2,235,000 and $3,640,000 of internalization transaction expenses. Internalization transaction expenses consisted primarily of legal fees, as well as
fees for other professional and financial advisors. The pro forma information may not be indicative of what actual results of operations would have been had the
transaction occurred at the beginning of 2020, nor is it necessarily indicative of future operating results.

Note 6—Acquired Intangible Assets, Net

Acquired intangible assets, net, excluding assets held for sale, net, consisted of the following as of September 30, 2021 and December 31, 2020 (amounts in
thousands, except weighted average remaining life amounts):

 September 30, 2021 December 31, 2020
In-place leases, net of accumulated amortization of $61,530 and $47,312, respectively (with a weighted average
remaining life of 9.8 years and 10.5 years, respectively) $ 168,577 $ 182,340 
Above-market leases, net of accumulated amortization of $4,004 and $2,554, respectively (with a weighted
average remaining life of 9.1 years and 9.9 years, respectively) 14,111 15,561 

$ 182,688 $ 197,901 

The aggregate weighted average remaining life of the acquired intangible assets was 9.7 years and 10.5 years as of September 30, 2021 and December 31,
2020, respectively.

Amortization of the acquired intangible assets was $5,507,000 and $5,461,000 for the three months ended September 30, 2021 and 2020, respectively, and
$17,624,000 and $18,348,000 for the nine months ended September 30, 2021 and 2020, respectively. Of the $17,624,000 recorded for the nine months ended
September 30, 2021, $1,120,000 was attributable to accelerated amortization due to the impairment of one in-place lease intangible asset. Of the $18,348,000
recorded for the nine months ended September 30, 2020, $1,828,000 was attributable to accelerated amortization due to the impairment of one in-place lease
intangible asset and one above-market lease intangible asset. Amortization of the in-place leases is included in depreciation and amortization and amortization of
above-market leases is recorded as an adjustment to rental revenue in the accompanying condensed consolidated statements of comprehensive income.
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Note 7—Acquired Intangible Liabilities, Net

Acquired intangible liabilities, net, excluding liabilities held for sale, net, consisted of the following as of September 30, 2021 and December 31, 2020
(amounts in thousands, except weighted average remaining life amounts):

September 30, 2021 December 31, 2020
Below-market leases, net of accumulated amortization of $4,101 and $3,122, respectively (with a weighted
average remaining life of 9.6 years and 10.1 years, respectively) $ 12,546 $ 11,971 

Amortization of the below-market leases was $338,000 and $301,000 for three months ended September 30, 2021 and 2020, respectively, and $979,000 and
$901,000 for the nine months ended September 30, 2021 and 2020, respectively. Amortization of below-market leases is recorded as an adjustment to rental
revenue in the accompanying condensed consolidated statements of comprehensive income.

Note 8—Leases

Lessor

Rental Revenue

The Company’s real estate properties are leased to tenants under operating leases with varying terms. Typically, the leases have provisions to extend the
terms of the lease agreements. The Company retains substantially all of the risks and benefits of ownership of the real estate properties leased to tenants.

Future rent to be received from the Company's investments in real estate assets under the terms of non-cancellable operating leases in effect as of September
30, 2021, for the three months ending December 31, 2021, and for each of the next four years ending December 31 and thereafter, are as follows (amounts in
thousands):

Year Amount
Three months ending December 31, 2021 $ 37,841 
2022 155,544 
2023 158,052 
2024 158,052 
2025 153,839 
Thereafter 1,059,376 
Total $ 1,722,704 

(1) The total future rent amount of $1,722,704,000 includes approximately $16,476,000 in rent to be received in connection with two leases executed as of
September 30, 2021, at one development property with estimated lease commencement dates of March 1, 2022.

Lessee

The Company is subject to various non-cancellable operating and finance lease agreements, inclusive of 15 ground operating leases, one corporate-related
operating lease, one ground finance lease and one office lease related to the Company’s principal executive office in Tampa, Florida, or the Corporate Lease. Of
the 15 ground operating leases, four do not have corresponding operating lease liabilities because the Company did not have future payment obligations at the
acquisition of these leases.

The Company has one non-cancellable lease agreement that is classified as a finance lease, as defined in ASC 842, Leases, related to a ground lease of a
healthcare property. Ground lease expenses for finance lease payments are recognized as amortization expense of the ROU asset - finance lease and interest
expense on the finance lease liability over the lease term.

The Company's operating and finance leases do not provide an implicit interest rate. In order to calculate the present value of the remaining operating and
finance lease payments, the Company used incremental borrowing rates, or IBRs, adjusted for a number of factors. The determination of an appropriate IBR
involves multiple inputs and judgments. The Company determined its IBRs considering the general economic environment, the Company's credit rating and
various financing and asset specific adjustments to ensure the IBRs are appropriate for the intended use of the underlying operating or finance lease.

During the three months ended September 30, 2021, the Company entered into a corporate-related operating lease agreement for an aggregate present value
of future rent payments of $625,000.

(1)
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As of September 30, 2021, the Company's IBRs for its operating leases were between 2.5% and 6.4%, with a weighted average IBR of 5.4%. The weighted
average remaining lease term for the Company's operating leases attributable to continuing operations was 36.4 years and 38.0 years as of September 30, 2021 and
December 31, 2020, respectively.

As of September 30, 2021, the Company's IBR for its finance lease was 5.3%. The remaining lease term for the Company's finance lease was 42.6 years and
43.4 years as of September 30, 2021 and December 31, 2020, respectively.

The future rent payments, discounted by the Company's incremental borrowing rates, under non-cancellable leases, as of September 30, 2021, for the three
months ending December 31, 2021, and for each of the next four years ending December 31 and thereafter, are as follows (amounts in thousands):

Year Operating Finance
Three months ending December 31, 2021 $ 541 $ 34 
2022 1,367 136 
2023 1,326 136 
2024 1,380 141 
2025 1,385 143 
Thereafter 66,425 6,584 
Total undiscounted rental payments 72,424 7,174 
Less imputed interest (48,449) (4,540)
Total lease liabilities $ 23,975 $ 2,634 

The following table provides details of the Company's total lease costs and reimbursements for the three and nine months ended September 30, 2021 and
2020 (amounts in thousands):

Three Months Ended 
September 30,

Nine Months Ended 
September 30,

Location in Condensed
Consolidated Statements of

Comprehensive Income 2021 2020 2021 2020
Operating lease costs:
Ground lease costs Rental expenses $ 422 $ 422 $ 1,266 $ 1,266 
Ground lease reimbursements Rental revenue 298 298 894 893 

Ground lease costs 
Income from discontinued

operations 25 220 414 660 

Ground lease reimbursements
Income from discontinued

operations 24 103 230 309 

Corporate lease costs
General and administrative

expenses 264 — 792 — 
Corporate-related operating lease

costs
General and administrative

expenses 33 — 33 — 
Finance lease costs:
Amortization of right-of-use asset Depreciation and amortization $ 5 $ 1 $ 14 $ 1 
Interest on lease liability Interest and other expense, net 35 10 102 10 

(1) The Company is reimbursed by tenants who sublease the ground leases.
(2) Amounts relate to lease costs and reimbursements attributable to two operating ground leases related to data center properties disposed of in the Data Center

Sale on July 22, 2021.

 (1)

(2)

 (1),(2)
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Note 9—Notes Receivable, Net

As of September 30, 2021, the Company had one note receivable outstanding in the amount of $2,200,000 secured by real estate properties.

The following summarizes the notes receivable balances as of September 30, 2021 and December 31, 2020 (amounts in thousands):

September 30, 2021 December 31, 2020 Interest Rate Maturity Date
Note receivable $ 2,200 $ 2,700 6.0% 11/05/2021
Note receivable — 28,562 
Total notes receivable $ 2,200 $ 31,262 

(1)    As of September 30, 2021.

(2)    Note receivable was repaid on November 5, 2021.

(3)    Note receivable was repaid on July 14, 2021.

In connection with the sale on May 28, 2020, of the San Antonio Healthcare Facility II, a wholly-owned subsidiary of the Company entered into a note
receivable agreement in the principal amount of $28,000,000. The note receivable was secured by a first mortgage lien on San Antonio Healthcare Facility II and
was set to mature on June 1, 2022, or the Maturity Date. The interest rate of the note receivable was 7.0% per annum for the period commencing May 28, 2020
through May 31, 2021, and was 8.0% per annum for the period commencing on June 1, 2021 through the Maturity Date. Monthly payments were interest only,
with the outstanding principal due and payable on the Maturity Date; however, the outstanding principal and any unpaid accrued interest could have been prepaid
at any time without penalty or charge. On July 14, 2021, the borrower repaid the total outstanding amount of $28,000,000 in principal and $87,000 in accrued
interest on the note receivable. In connection with the note receivable, the Company incurred a loan origination fee in the amount of $560,000. Amortization of the
loan origination fee, inclusive of accelerated amortization due to early repayment of the note receivable, was $256,000 and $394,000 for the three and nine months
ended September 30, 2021, respectively, and $70,000 and $96,000 for the three and nine months ended September 30, 2020, respectively, which was recorded in
interest and other expense, net, in the accompanying condensed consolidated statements of comprehensive income. The Company recognized $87,000 and
$1,096,000 for the three and nine months ended September 30, 2021, respectively, and $501,000 and $686,000 for the three and nine months ended September 30,
2020, respectively, of interest income on the note receivable, which was recorded in interest and other expense, net, in the accompanying condensed consolidated
statements of comprehensive income.

In connection with a note receivable issued in the amount of $2,700,000, on November 5, 2020, the Company entered into an amended agreement with the
borrower to, among other things, change the maturity date to November 5, 2021 (the maturity date was previously November 5, 2020), or earlier, as provided in the
amended agreement. During the first quarter of 2021, in accordance with the amended note receivable agreement, the borrower paid and the Company recognized,
an amendment fee in the amount of $50,000 and paid down $500,000 in principal outstanding on the note receivable. On November 5, 2021, the borrower repaid
the total outstanding amount of $2,200,000 in principal on the note receivable.

Expected Credit Losses

During the nine months ended September 30, 2021, the Company had two notes receivable, one of which was determined to be a collateral dependent loan
and was repaid on July 14, 2021, and the other was secured by collateral that the Company believed had sufficient value to cover the note receivable in the event of
a default by the borrower and was repaid on November 5, 2021. The Company's evaluation considered factors such as the potential future value of the collateral,
adjustments for current conditions and supportable forecasts for the collateral. As a result of the evaluation, the Company did not record any estimated credit losses
for its notes receivable for the three and nine months ended September 30, 2021 and 2020, because the Company believed that the collateral for these loans was
sufficient to cover its investment.

(1)

(2)

(3) (3)
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Note 10—Other Assets, Net

Other assets, net, excluding assets held for sale, net, consisted of the following as of September 30, 2021 and December 31, 2020 (amounts in thousands):

 September 30, 2021 December 31, 2020
Deferred financing costs, related to the revolver portion of the credit facility, net of accumulated amortization
of $7,936 and $6,902, respectively $ 857 $ 1,634 
Leasing commissions, net of accumulated amortization of $105 and $58, respectively 855 845 
Restricted cash 842 13,499 
Tenant receivables 1,527 1,965 
Straight-line rent receivable 52,715 42,732 
Real estate deposits 400 — 
Prepaid and other assets 3,258 3,994 
Derivative assets 1,002 — 

$ 61,456 $ 64,669 

(1)    Excludes $64,000 of prepaid and other assets attributable to two healthcare properties classified as held for sale as of September 30, 2021, that did not meet
the criteria of discontinued operations.

Note 11—Accounts Payable and Other Liabilities

Accounts payable and other liabilities, excluding liabilities held for sale, net, consisted of the following as of September 30, 2021 and December 31, 2020
(amounts in thousands):

 September 30, 2021 December 31, 2020
Accounts payable and accrued expenses $ 8,778 $ 10,011 
Accrued interest expense 1,773 3,257 
Accrued property taxes 2,428 2,090 
Accrued personnel costs 2,560 1,202 
Distribution and servicing fees 692 3,128 
Distributions payable to stockholders 7,099 9,117 
Performance DSUs distributions payable 376 — 
Tenant deposits 801 801 
Deferred rental income 5,778 6,381 
Deferred internalization transaction liability — 14,728 
Contingent consideration 978 — 
Derivative liabilities 9,309 17,231 

$ 40,572 $ 67,946 

(1)    Excludes $547,000 of accounts payable, accrued expenses and accrued property taxes attributable to two healthcare properties classified as held for sale as of
September 30, 2021, that did not meet the criteria of discontinued operations.

(1)

(1)

(1)
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Note 12—Notes Payable and Credit Facility

The Company's debt outstanding as of September 30, 2021 and December 31, 2020, consisted of the following (amounts in thousands):

September 30, 2021 December 31, 2020
Notes payable:
Fixed rate notes payable $ — $ 45,748 
Variable rate notes payable fixed through interest rate swaps — 101,579 
Total notes payable, principal amount outstanding — 147,327 

Unamortized deferred financing costs related to notes payable — (682)
Total notes payable, net of deferred financing costs $ — $ 146,645 

Credit facility:
Variable rate revolving line of credit $ — $ 138,000 
Variable rate term loans fixed through interest rate swaps 400,000 400,000 
Variable rate term loans 120,000 400,000 

Total credit facility, principal amount outstanding 520,000 938,000 
Unamortized deferred financing costs related to the term loan credit facility (3,494) (5,900)
Total credit facility, net of deferred financing costs 516,506 932,100 
Total debt outstanding $ 516,506 $ 1,078,745 

(1) As of December 31, 2020, there were $304,972,000 of notes payable, net of deferred financing costs, related to data center properties classified as held for
sale, which are included in liabilities held for sale, net, on the condensed consolidated balance sheets.
Significant debt activity during the nine months ended September 30, 2021, and subsequently, excluding scheduled principal payments, includes:

• On April 19, 2021, the Company drew $15,000,000 on its credit facility related to a property acquisition. See Note 3—"Acquisitions and Dispositions" for
additional information.

• On July 16, 2021, the Company repaid $30,000,000 on its credit facility primarily with proceeds from a note receivable that was repaid on July 14, 2021.
• On July 20, 2021, the Company, the Operating Partnership, certain of the Company's subsidiaries, KeyBank National Association, or KeyBank, and the

other lenders listed as lenders in the Company's credit agreement and term loan agreement, entered into third amendments to such agreements to allow for
the making of the special distribution. In particular, the third amendments: (i) exclude the special distribution from the distributions limitation of 95% of
Funds From Operations when added to the distributions paid in any four consecutive calendar quarters; (ii) provide updated provisions for the conversion
of the benchmark interest rate from LIBOR to an alternate index rate adopted by the Federal Reserve Board and the Federal Reserve Bank of New York
following the occurrence of certain transition events; and (iii) incorporate language regarding erroneous payments, protecting KeyBank in the event an
erroneous payment is made to the other lenders listed as lenders in the Company's credit agreement and term loan agreement.

• On July 22, 2021, in connection with the proceeds received from the Data Center Sale, the Company paid off all its notes payable (seven data center notes
payable and five healthcare notes payable), with an outstanding principal balance of $450,806,000 ($305,161,000 outstanding principal balance on data
center notes payable and $145,645,000 outstanding principal balance on healthcare notes payable) at the time of repayment. The outstanding principal
balance on data center notes payable in the amount of $305,161,000 was required to be paid off in order to consummate the Data Center Sale, while the
outstanding principal balance on healthcare notes payable in the amount of $145,645,000 was paid off at the Company's sole discretion.

• On July 22, 2021, the Company repaid $403,000,000 on its credit facility with proceeds from the Data Center Sale in order to reduce leverage and to
position the Company for future growth.

• On September 29, 2021, the Company, the Operating Partnership, certain of the Company's subsidiaries, KeyBank, and the other lenders listed as lenders
in the Company's credit agreement and term loan agreement, entered into a consent letter for the Company's credit agreement and a consent letter for the
Company's term loan agreement that accelerated the applicable margin adjustment date on the Company's credit facility, reducing the applicable margin

(1)
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from 2.25% to 1.75%, effective September 29, 2021. Per the current language in the credit agreement, the applicable margin adjustment would not have
otherwise taken place until December 1, 2021.
In connection with the payoff of debt during the third quarter of 2021, the Company recognized a loss of $28,751,000 on extinguishment of debt, which

included defeasance and other loan costs in the amount of $26,082,000 and accelerated unamortized debt issuance costs related to the debt repayment of
$2,669,000. Of the $28,751,000 loss on extinguishment of debt, $5,013,000 was recognized in interest and other expense, net, and $23,738,000 was recognized in
income from discontinued operations in the accompanying condensed consolidated statements of comprehensive income.

The principal payments due on the credit facility for the three months ending December 31, 2021, and for each of the next four years ending December 31
and thereafter, are as follows (amounts in thousands):

Year Amount
2024 $ 520,000 

$ 520,000 

Note 13—Related-Party Transactions and Arrangements

Prior to the closing of the Internalization Transaction, the Company had no direct employees. Substantially all of the Company's business was managed by
the Former Advisor. The employees of the Former Advisor and its affiliates provided services to the Company related to acquisitions, property management, asset
management, accounting, investor relations and all other administrative services.

Upon completion of the Internalization Transaction, the employees of an affiliate of the Former Advisor became employees of the Company and the
functions previously performed by the Former Advisor were internalized by the Company. As an internally managed company, the Company no longer pays the
Former Advisor and its affiliates any fees or expense reimbursements arising from the advisory agreement. Additionally, the Company concluded that there were
no preexisting relationships between the Former Advisor and the Company that had to be settled and accounted for as separate transactions from the Internalization
Transaction.

Special Limited Partner Interest of Advisor

Prior  to the closing of the Internalization Transaction,  the Former Advisor,  as the special  limited partner  of  the Operating Partnership,  was entitled to:  (i)
certain cash distributions upon the disposition of certain of the Operating Partnership’s assets; or (ii) a one-time payment in the form of cash, shares or promissory
note or a combination of the forms of payment in connection with the redemption of the special limited partnership interests upon the occurrence of a listing of the
Company’s shares of common stock on a national stock exchange or certain events that result in the termination or non-renewal of the advisory agreement. The
Former Advisor would only become entitled to the compensation after stockholders had, in the aggregate, cumulative distributions equal to their invested capital
plus an 8.0% cumulative, non-compounded annual return on such invested capital.

The Former Advisor's special limited partnership interest in the Operating Partnership was redeemed and cancelled at the closing of the Internalization
Transaction and the Former Advisor did not receive any compensation as a special limited partner of the Operating Partnership.

Distribution and Servicing Fees

Through the termination of the Offering on November 27, 2018, the Company paid SC Distributors, LLC, an affiliate of the Former Advisor that served as
the dealer manager of the Offerings, or the Dealer Manager, selling commissions and dealer manager fees in connection with the sale of shares of certain classes of
common stock. The Company continues to pay the Dealer Manager a distribution and servicing fee with respect to its Class T and Class T2 shares of common
stock that were sold in the Initial Offering (primary Offering only) and the Offering. Distribution and servicing fees are recorded in the accompanying condensed
consolidated statements of stockholders' equity as an adjustment to equity. Effective September 30, 2020, as a result of the Internalization Transaction, the Dealer
Manager is no longer a related party of the Company.

Acquisition Fees and Expenses

Prior to entering into the Purchase Agreement for the Internalization Transaction on July 28, 2020, the Company paid to the Former Advisor 2.0% of the
contract purchase price of each property or asset acquired and 2.0% of the amount advanced with respect to loans and similar assets (including without limitation
mezzanine loans).

Prior to the closing of the Internalization Transaction, the Company reimbursed the Former Advisor for acquisition expenses incurred in connection with the
selection and acquisition of properties or real estate-related investments (including expenses relating to potential investments that the Company did not close), such
as legal fees and expenses, costs of real estate
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due diligence, appraisals, non-refundable option payments on properties not acquired, travel and communication expenses, accounting fees and expenses and title
insurance premiums, whether or not the property was acquired. The Company reimbursed the Former Advisor expenses of approximately 0.01% of the aggregate
purchase price of all properties acquired.

Acquisition fees and expenses associated with the acquisition of properties determined to be business combinations are expensed as incurred, including
investment transactions that are no longer under consideration. Acquisition fees and expenses associated with transactions determined to be asset acquisitions are
capitalized in total real estate, net, in the accompanying condensed consolidated balance sheets.

Asset Management Fees

Prior to the closing of the Internalization Transaction, the Company paid to the Former Advisor an asset management fee calculated on a monthly basis in an
amount equal to 1/12th of 0.75% of aggregate asset value, which was payable monthly, in arrears.

Operating Expense Reimbursement

Prior to the closing of the Internalization Transaction, the Company reimbursed the Former Advisor for all operating expenses it paid or incurred in
connection with the services provided to the Company, subject to certain limitations. Expenses in excess of the operating expenses in the four immediately
preceding quarters that exceeded the greater of: (a) 2% of average invested assets or (b) 25% of net income, subject to certain adjustments, were not reimbursed
unless the independent directors determined such excess expenses were justified. The Company did not reimburse the Former Advisor for personnel costs in
connection with services for which the Former Advisor received an acquisition fee or a disposition fee. Historically, operating expenses incurred on the Company’s
behalf were recorded in general and administrative expenses in the accompanying condensed consolidated statements of comprehensive income.

Property Management Fees

In connection with the rental, leasing, operation and management of the Company’s properties, prior to the closing of the Internalization Transaction, the
Company paid Carter Validus Real Estate Management Services II, LLC, a wholly-owned subsidiary of the Former Sponsor, or the Former Property Manager, and
its affiliates, aggregate fees equal to 3.0% of gross revenues from the properties managed, or property management fees. The Company reimbursed the Former
Property Manager and its affiliates for property-level expenses that were paid or incurred on the Company’s behalf, including certain salaries, bonuses and benefits
of persons employed by the Former Property Manager and its affiliates, except for the salaries, bonuses and benefits of persons who also served as one of its
executive officers. For certain properties the Former Property Manager and its affiliates subcontracted the performance of their duties to third parties and paid all or
a portion of the property management fee to the third parties with whom they contracted for those services. When the Company contracted directly with third
parties for such services, it paid third parties customary market fees and paid the Former Property Manager an oversight fee equal to 1.0% of the gross revenues of
the properties managed. In no event did the Company pay the Former Property Manager or any affiliate both a property management fee and an oversight fee with
respect to any particular property. Historically, property management fees were recorded in rental expenses in the accompanying condensed consolidated
statements of comprehensive income.

Leasing Commission Fees

Prior to the closing of the Internalization Transaction, the Company paid the Former Property Manager a separate fee in connection with leasing properties to
new tenants or renewals or expansions of existing leases with existing tenants in an amount not to exceed the fee customarily charged in arm’s-length transactions
by others rendering similar services in the same geographic area for similar properties as determined by a survey of brokers and agents in such area. Historically,
leasing commission fees were capitalized in other assets, net, in the accompanying condensed consolidated balance sheets and amortized over the terms of the
related leases.

Construction Management Fees

Prior to the closing of the Internalization Transaction, for acting as general contractor and/or construction manager to supervise or coordinate projects or to
provide major repairs or rehabilitation on the Company's properties, the Company paid the Former Property Manager up to 5.0% of the cost of the projects, repairs
and/or rehabilitation, as applicable, or construction management fees. Historically, construction management fees were capitalized in real estate, net, in the
accompanying condensed consolidated balance sheets.

Disposition Fees

Prior to the closing of the Internalization Transaction, the Company paid its Former Advisor, or its affiliates, if the Former Advisor or its affiliates provided a
substantial amount of services (as determined by a majority of the Company’s independent directors) in connection with the sale of properties, a disposition fee,
equal to the lesser of 1.0% of the contract sales price or
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one-half of the total brokerage commission paid if a third party broker was also involved, without exceeding the lesser of 6.0% of the contract sales price or a
reasonable, customary and competitive real estate commission.

The following table details amounts incurred in connection with the Company's related-party transactions as described above for the three and nine months
ended September 30, 2021 and 2020 (amounts in thousands):

Incurred
Three Months Ended 

September 30,
Nine Months Ended 

September 30,
Fee Entity 2021 2020 2021 2020

Distribution and servicing fees SC Distributors, LLC $ — $ (6) $ — $ (65)
Acquisition fees and costs Carter Validus Advisors II, LLC and its affiliates — — — 97 
Asset management fees Carter Validus Advisors II, LLC and its affiliates — 5,989 — 17,914 
Operating expense reimbursement Carter Validus Advisors II, LLC and its affiliates — 1,302 — 3,966 
Property management fees Carter Validus Real Estate Management Services II, LLC — 1,702 — 5,290 
Leasing commission fees Carter Validus Real Estate Management Services II, LLC — 111 — 594 
Construction management fees Carter Validus Real Estate Management Services II, LLC — 97 — 435 
Disposition fees Carter Validus Advisors II, LLC and its affiliates — — — 350 
Loan origination fees Carter Validus Advisors II, LLC and its affiliates — — — 560 
Total $ — $ 9,195 $ — $ 29,141 

(1)     Effective September 30, 2020, as a result of the Internalization Transaction, the Dealer Manager is no longer a related party of the Company. Refer to Note
11—"Accounts Payable and Other Liabilities" for the outstanding balance on distribution and servicing fees owed by the Company to the Dealer Manager.

(2)     For the three and nine months ended September 30, 2020, the entire amount is attributable to continuing operations.

(3)     For the three months ended September 30, 2020, $4,218,000 is attributable to continuing operations and $1,771,000 is attributable to discontinued operations.
For the nine months ended September 30, 2020, $12,604,000 is attributable to continuing operations and $5,310,000 is attributable to discontinued
operations.

(4)     For the three months ended September 30, 2020, $1,116,000 is attributable to continuing operations and $186,000 is attributable to discontinued operations.
For the nine months ended September 30, 2020, $3,374,000 is attributable to continuing operations and $592,000 is attributable to discontinued operations.

(5)     For the three months ended September 30, 2020, $1,104,000 is attributable to continuing operations and $598,000 is attributable to discontinued operations.
For the nine months ended September 30, 2020, $3,299,000 is attributable to continuing operations and $1,991,000 is attributable to discontinued operations.

(6)     For the three and nine months ended September 30, 2020, the entire amount is attributable to discontinued operations.

(7)     For the three months ended September 30, 2020, $88,000 is attributable to continuing operations and $9,000 is attributable to discontinued operations. For
the nine months ended September 30, 2020, $380,000 is attributable to continuing operations and $55,000 is attributable to discontinued operations.

Note 14—Fair Value

Credit facility—Variable Rate—The estimated fair value of the credit facility—variable rate (Level 2) was approximately $118,270,000 and $536,329,000 as
of September 30, 2021 and December 31, 2020, respectively, as compared to the outstanding principal of $120,000,000 and $538,000,000 as of September 30,
2021 and December 31, 2020, respectively.

Credit facility—Fixed Rate—The estimated fair value of the credit facility—variable rate fixed through interest rate swap agreements (Level 2) was
approximately $394,233,000 and $398,563,000 as of September 30, 2021 and December 31, 2020, respectively, as compared to the outstanding principal of
$400,000,000 and $400,000,000 as of September 30, 2021 and December 31, 2020, respectively.

The fair value of the Company's debt is estimated based on the interest rates currently offered to the Company by its financial institutions.

Notes receivable—The outstanding principal balance of the notes receivable in the amount of $2,200,000 and $30,700,000 approximated the fair value as of
September 30, 2021 and December 31, 2020, respectively. The fair value was determined

(1)(2)

(2)

(3)

(4)

(5)

(6)

(7)

(2)

(2)
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through the evaluation of credit quality indicators such as underlying collateral and payment history and measured using significant other observable inputs (Level
2), which requires certain judgments to be made by management.

Derivative instruments—Considerable judgment is necessary to develop estimated fair values of financial instruments. Accordingly, the estimates presented
herein are not necessarily indicative of the amount the Company could realize, or be liable for, on disposition of the financial instruments. The Company
determined that the majority of the inputs used to value its interest rate swaps fall within Level 2 of the fair value hierarchy. The credit valuation adjustments
associated with these instruments utilize Level 3 inputs, such as estimates of current credit spreads, to evaluate the likelihood of default by the Company and the
respective counterparty. However, as of September 30, 2021, the Company assessed the significance of the impact of the credit valuation adjustments on the
overall valuation of its derivative positions and determined that the credit valuation adjustments are not significant to the overall valuation of its interest rate swaps.
As a result, the Company determined that its interest rate swaps valuation in its entirety is classified in Level 2 of the fair value hierarchy. See Note 15
—"Derivative Instruments and Hedging Activities" for further discussion of the Company's derivative instruments.

The following tables show the fair value of the Company’s financial assets and liabilities that are required to be measured at fair value on a recurring basis as
of September 30, 2021 and December 31, 2020 (amounts in thousands):

 September 30, 2021
 Fair Value Hierarchy  

 

Quoted Prices in Active 
Markets for Identical 

Assets (Level 1)

Significant Other 
Observable Inputs 

(Level 2)

Significant 
Unobservable 

Inputs (Level 3)
Total Fair 

Value
Assets:

Derivative assets $ — $ 1,002 $ — $ 1,002 
Total assets at fair value $ — $ 1,002 $ — $ 1,002 

Liabilities:
Derivative liabilities $ — $ 9,309 $ — $ 9,309 

Total liabilities at fair value $ — $ 9,309 $ — $ 9,309 

 December 31, 2020
 Fair Value Hierarchy  

 

Quoted Prices in Active 
Markets for Identical 

Assets (Level 1)

Significant Other 
Observable Inputs 

(Level 2)

Significant 
Unobservable 

Inputs (Level 3)
Total Fair 

Value
Liabilities:

Derivative liabilities $ — $ 20,444 $ — $ 20,444 
Total liabilities at fair value $ — $ 20,444 $ — $ 20,444 

(1)     Of this amount, $17,231,000 is attributable to continuing operations and $3,213,000 is attributable to discontinued operations.

Derivative assets are reported in other assets, net, on the condensed consolidated balance sheets. Derivative liabilities attributable to continuing operations
and discontinued operations are reported in accounts payable and other liabilities and liabilities held for sale, net, respectively, on the condensed consolidated
balance sheets.

Real estate assets—As discussed in Note 2—"Summary of Significant Accounting Policies," during the first quarter of 2021, real estate assets related to one
healthcare property were determined to be impaired. The carrying value of the property was reduced to its estimated fair value of $17,145,000, resulting in an
impairment charge of $10,423,000, which was included in impairment loss on real estate in the condensed consolidated statements of comprehensive income in the
first quarter of 2021. During the third quarter of 2021, the Company entered into a purchase and sale agreement with the prospective buyer. The agreement was
terminated subsequently due to higher than anticipated costs to redevelop the property. As a result, the Company re-performed the impairment analysis with
changes to the sale scenario. The aggregate carrying value of the assets exceeded their estimated fair value of $6,668,000 as of September 30, 2021, resulting in an
impairment charge of $10,241,000.

During the second quarter of 2021, real estate assets related to one healthcare property were determined to be impaired. The carrying value of the property
was reduced to its estimated fair value of $5,957,000, resulting in an impairment charge of $2,894,000, which was included in impairment loss on real estate in the
condensed consolidated statements of comprehensive income.

(1)
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Additionally, during the second quarter of 2021, real estate assets related to another healthcare property were determined to be impaired. The carrying value
of the property was reduced to its estimated fair value of $22,311,000, resulting in an impairment charge of $3,608,000, which was included in impairment loss on
real estate in the condensed consolidated statements of comprehensive income.

The fair values of the Company's impaired real estate assets described above were determined based on market approach models using comparable properties
adjusted for differences in characteristics to estimate the fair value and classified within Level 2 of the fair value hierarchy.

During the three and nine months ended September 30, 2020, no impairment losses were recorded on real estate assets.

The following tables show the fair value of the Company's real estate assets measured at fair value on a non-recurring basis as of September 30, 2021
(amounts in thousands):

September 30, 2021
Fair Value Hierarchy

Quoted Prices in Active 
Markets for Identical 

Assets (Level 1)

Significant Other 
Observable Inputs 

(Level 2)

Significant 
Unobservable 

Inputs (Level 3)
Total Fair 

Value Total Losses
Real estate assets $ — $ 34,936 $ — $ 34,936 $ 27,166 

Goodwill—As discussed in Note 2—"Summary of Significant Accounting Policies," during the first quarter of 2021, the Company recorded $240,000 of
goodwill impairment. Impairment loss on goodwill represented the carrying value of the reporting unit, including goodwill, that exceeded its fair value, limited to
the total amount of goodwill allocated to that reporting unit and was recorded in impairment loss on goodwill in the condensed consolidated statements of
comprehensive income. Fair value of the reporting unit was determined based on a market valuation approach, using comparable sales. The Company determined
that its valuation using a market approach model was classified within Level 2 of the fair value hierarchy. As of March 31, 2021, the Company did not have any
goodwill associated with this healthcare reporting unit.

During the second quarter of 2021, the Company recorded $431,000 of goodwill impairment on two reporting units. Impairment loss on goodwill represented
the carrying value of each reporting unit, including goodwill, that exceeded its fair value, limited to the total amount of goodwill allocated to each reporting unit
and was recorded in impairment loss on goodwill in the condensed consolidated statements of comprehensive income. Fair value of each reporting unit was
determined based on a market approach model. The Company determined that its valuation using a market approach model was classified within Level 2 of the fair
value hierarchy. As of June 30, 2021, the Company did not have any goodwill associated with these healthcare reporting units.

The Company had no goodwill impairment during the three months ended September 30, 2021.

Note 15—Derivative Instruments and Hedging Activities

Cash Flow Hedges of Interest Rate Risk

The Company’s objectives in using interest rate derivatives are to add stability to interest expense and to manage its exposure to interest rate movements. To
accomplish these objectives, the Company primarily uses interest rate swaps as part of its interest rate risk management strategy. Interest rate swaps designated as
cash flow hedges involve the receipt of variable rate amounts from a counterparty in exchange for the Company making fixed rate payments over the life of the
agreements without exchange of the underlying notional amount.

Changes in the fair value of derivatives designated, and that qualify, as cash flow hedges are recorded in accumulated other comprehensive loss in the
accompanying condensed consolidated statements of stockholders' equity and are subsequently reclassified into earnings in the period that the hedged forecasted
transaction affects earnings.

In connection with the Data Center Sale on July 22, 2021, the Company terminated eight interest rate swap agreements related to mortgage notes fixed
through interest rate swaps. Prior to the termination of the eight interest rate swaps, the Company de-designated and then formally re-designated these hedged
transactions. During the three and nine months ended September 30, 2021, the Company reclassified approximately $1,041,000 from accumulated other
comprehensive loss to earnings, related to the swaps termination and recorded $499,000 in interest and other expense, net, and $542,000 in income from
discontinued operations in the accompanying condensed consolidated statements of comprehensive income.

Amounts reported in accumulated other comprehensive loss related to derivatives will be reclassified to interest and other expense, net, as interest payments
are made on the Company’s variable rate debt. During the next twelve months, the Company estimates that an additional $7,810,000 will be reclassified from
accumulated other comprehensive loss as a decrease to earnings.
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See Note 14—"Fair Value" for further discussion of the fair value of the Company’s derivative instruments.

The following table summarizes the notional amount and fair value of the Company’s derivative instruments (amounts in thousands):

Derivatives 
Designated as 

Hedging 
Instruments

Balance 
Sheet 

Location
Effective 

Dates
Maturity 

Dates

September 30, 2021 December 31, 2020

Outstanding 
Notional 
Amount

Fair Value of

Outstanding
Notional

Amount 

Fair Value of

Assets (Liability) (Liability) 

Interest rate swaps (1)
04/01/2019 to 

07/01/2020
04/27/2023 to 

12/31/2024 $ 400,000 $ 1,002 $ (9,309) $ 635,007 $ (20,444)

(1)     Derivative assets are reported in other assets, net, on the condensed consolidated balance sheets. Derivative liabilities attributable to continuing operations
and discontinued operations are reported in accounts payable and other liabilities and liabilities held for sale, net, respectively, on the condensed consolidated
balance sheets.

(2)     Of this amount, $501,579,000 is attributable to continuing operations and $133,428,000 is attributable to discontinued operations.

(3)     Of this amount, $17,231,000 is attributable to continuing operations and $3,213,000 is attributable to discontinued operations.

The notional amount under the agreements is an indication of the extent of the Company’s involvement in each instrument at the time, but does not represent
exposure to credit, interest rate or market risks.

Accounting for changes in the fair value of a derivative instrument depends on the intended use and designation of the derivative instrument. The Company
designated the interest rate swaps as cash flow hedges to hedge the variability of the anticipated cash flows on its variable rate credit facility. The change in fair
value of the derivative instruments that are designated as hedges are recorded in other comprehensive income (loss) in the accompanying condensed consolidated
statements of comprehensive income.

(2) (3)
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The table below summarizes the amount of income (loss) recognized on the interest rate derivatives designated as cash flow hedges for the three and nine
months ended September 30, 2021 and 2020 (amounts in thousands):

Derivatives in Cash Flow 
Hedging Relationships

Amount of Income (Loss)
Recognized 

in Other Comprehensive Income
(Loss) on Derivatives

Location of Loss 
Reclassified From 

Accumulated Other 
Comprehensive Loss to 

Net Income

Amount of (Loss) 
Reclassified From 

Accumulated Other 
Comprehensive Loss to 

Net Income

Total Amount of Line Item in
Statements of Comprehensive

Income

Three Months Ended September 30, 2021
Interest rate swaps - continuing operations $ (253) Interest and other expense, net $ (1,952) $ 11,737 
Interest rate swaps - discontinued operations — Income from discontinued operations (542) 377,191 

Total $ (253) $ (2,494)
Three Months Ended September 30, 2020
Interest rate swaps - continuing operations $ (155) Interest and other expense, net $ (2,192) $ 9,865 
Interest rate swaps - discontinued operations (2) Income from discontinued operations (549) 5,845 

Total $ (157) $ (2,741)
Nine Months Ended September 30, 2021
Interest rate swaps - continuing operations $ 2,555 Interest and other expense, net $ (5,643) $ 30,035 
Interest rate swaps - discontinued operations (37) Income from discontinued operations (1,647) 401,444 

Total $ 2,518 $ (7,290)
Nine Months Ended September 30, 2020
Interest rate swaps - continuing operations $ (20,120) Interest and other expense, net $ (4,094) $ 32,597 
Interest rate swaps - discontinued operations (3,891) Income from discontinued operations (1,027) 19,600 

Total $ (24,011) $ (5,121)

Credit Risk-Related Contingent Features

The Company has agreements with each of its derivative counterparties that contain a provision where if the Company either defaults or is capable of being
declared in default on any of its indebtedness, then the Company could also be declared in default on its derivative obligations. The Company records credit risk
valuation adjustments on its interest rate swaps based on the respective credit quality of the Company and the counterparty. The Company believes it mitigates its
credit risk by entering into agreements with creditworthy counterparties. As of September 30, 2021, the fair value of derivatives in a net liability position
was $9,507,000, inclusive of accrued interest but excluding any adjustment for nonperformance risk related to the agreement. As of September 30, 2021, there
were no termination events or events of default related to the interest rate swaps.
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Tabular Disclosure Offsetting Derivatives

The Company has elected not to offset derivative positions in its condensed consolidated financial statements. The following tables present the effect on the
Company’s financial position had the Company made the election to offset its derivative positions as of September 30, 2021 and December 31, 2020 (amounts in
thousands):

Offsetting of Derivative
Assets     
    Gross Amounts Not Offset in the Balance Sheet  

 

Gross 
Amounts of 
Recognized 

Assets

Gross Amounts 
Offset in the 
Balance Sheet

Net Amounts of 
Assets Presented in 
the Balance Sheet

Financial Instruments 
Collateral Cash Collateral

Net 
Amount

September 30, 2021 $ 1,002 $ — $ 1,002 $ (433) $ — $ 569 

Offsetting of Derivative
Liabilities     
    Gross Amounts Not Offset in the Balance Sheet  

 

Gross 
Amounts of 
Recognized 
Liabilities

Gross Amounts 
Offset in the 
Balance Sheet

Net Amounts of 
Liabilities 

Presented in the 
Balance Sheet

Financial Instruments 
Collateral Cash Collateral

Net 
Amount

September 30, 2021 $ 9,309 $ — $ 9,309 $ (433) $ — $ 8,876 
December 31, 2020 $ 20,444 $ — $ 20,444 $ — $ — $ 20,444 

(1)     Of this net amount, $17,231,000 is attributable to continuing operations and $3,213,000 is attributable to discontinued operations.

The Company reports derivative assets in the accompanying condensed consolidated balance sheets as other assets, net. The Company reports derivative
liabilities attributable to continuing operations and discontinued operations in the accompanying condensed consolidated balance sheets as accounts payable and
other liabilities and liabilities held for sale, net, respectively.

Note 16—Accumulated Other Comprehensive Loss

The following table presents a rollforward of amounts recognized in accumulated other comprehensive loss by component for the nine months ended
September 30, 2021 and 2020 (amounts in thousands):

Unrealized Income on Derivative 
Instruments

Balance as of December 31, 2020 $ (20,444)
Other comprehensive income before reclassification 2,518 
Amount of loss reclassified from accumulated other comprehensive loss to net income 7,290 
Other comprehensive income 9,808 

Balance as of September 30, 2021 $ (10,636)

Unrealized Loss on Derivative 
Instruments

Balance as of December 31, 2019 $ (4,704)
Other comprehensive loss before reclassification (24,011)
Amount of loss reclassified from accumulated other comprehensive loss to net income 5,121 
Other comprehensive loss (18,890)

Balance as of September 30, 2020 $ (23,594)

(1)
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The following table presents reclassifications out of accumulated other comprehensive loss for the nine months ended September 30, 2021 and 2020
(amounts in thousands):

Details about Accumulated Other 
Comprehensive Loss Components

Loss Amounts Reclassified from 
Accumulated Other Comprehensive Loss to Net

Income
Affected Line Items in the Condensed Consolidated Statements

of Comprehensive Income
Nine Months Ended 

September 30,
2021 2020

Interest rate swap contracts - continuing operations $ 5,643 $ 4,094 Interest and other expense, net
Interest rate swap contracts - discontinued operations 1,647 1,027 Income from discontinued operations
Interest rate swap contracts $ 7,290 $ 5,121 

Note 17—Commitments and Contingencies

Legal Proceedings

In the ordinary course of business, the Company may become subject to litigation or claims. As of September 30, 2021, there were, and currently there are,
no material pending legal proceedings to which the Company is a party. While the resolution of a lawsuit or proceeding may have an impact to the Company's
financial results for the period in which it is resolved, the Company believes that the final resolution of the lawsuits or proceedings in which it is currently
involved, either individually or in the aggregate, will not have a material adverse effect on its financial position, results of operations or liquidity.

Contingent Consideration

During the fourth quarter of 2020, the Company acquired a development property subject to an earnout provision, obligating the Company to pay additional
consideration to the developer contingent upon the future leasing and occupancy of vacant space at the property. The developer will have 18 months from
completion of the development property to earn the additional consideration. During the 18-month earnout agreement, the developer will be responsible for the
pro-rata share of operating expenses associated with the unoccupied space. As of September 30, 2021, the Company recorded an accrual related to the earnout
provision in the amount of $978,000, which is reported in accounts payable and other liabilities in the accompanying condensed consolidated balance sheets. The
Company used a probability-weighted future cash flows approach to estimate contingent consideration. Changes in assumptions could have an impact on the
payout of contingent consideration with a maximum payout of $2,151,000 in cash and a minimum payout of $373,000.

Note 18—Subsequent Events

Distributions Paid to Stockholders

The following table summarizes the Company's distributions paid to stockholders on October 6, 2021, for the period from September 1, 2021 through
September 30, 2021 (amounts in thousands):

Payment Date Common Stock Cash DRIP Total Distribution
October 6, 2021 Class A $ 4,315 $ 1,214 $ 5,529 
October 6, 2021 Class I 273 189 462 
October 6, 2021 Class T 552 496 1,048 
October 6, 2021 Class T2 32 28 60 

$ 5,172 $ 1,927 $ 7,099 

The following table summarizes the Company's distributions paid to stockholders on November 5, 2021, for the period from October 1, 2021 through
October 31, 2021 (amounts in thousands):

Payment Date Common Stock Cash DRIP Total Distribution
November 5, 2021 Class A $ 4,467 $ 1,249 $ 5,716 
November 5, 2021 Class I 289 199 488 
November 5, 2021 Class T 573 512 1,085 
November 5, 2021 Class T2 29 27 56 

$ 5,358 $ 1,987 $ 7,345 
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Distributions Authorized

The following tables summarize the daily distributions approved and authorized by the Board subsequent to September 30, 2021:

Authorization Date Common Stock Daily Distribution Rate Annualized Distribution Per Share
October 25, 2021 Class A $ 0.00109589 $ 0.40 
October 25, 2021 Class I $ 0.00109589 $ 0.40 
October 25, 2021 Class T $ 0.00087123 $ 0.32 
October 25, 2021 Class T2 $ 0.00087123 $ 0.32 

Authorization Date Common Stock Daily Distribution Rate Annualized Distribution Per Share
November 4, 2021 Class A $ 0.00109589 $ 0.40 
November 4, 2021 Class I $ 0.00109589 $ 0.40 
November 4, 2021 Class T $ 0.00087123 $ 0.32 
November 4, 2021 Class T2 $ 0.00087123 $ 0.32 

(1) Distributions approved and authorized to stockholders of record as of the close of business on each day of the period commencing on November 1, 2021 and
ending on November 30, 2021. The distributions will be calculated based on 365 days in the calendar year. The distributions declared for each record date in
November 2021 will be paid in December 2021. The distributions will be payable to stockholders from legally available funds therefor.

(2) Distributions approved and authorized to stockholders of record as of the close of business on each day of the period commencing on December 1, 2021 and
ending on December 31, 2021. The distributions will be calculated based on 365 days in the calendar year. The distributions declared for each record date in
December 2021 will be paid in January 2022. The distributions will be payable to stockholders from legally available funds therefor.

Disposition of St. Louis Healthcare Facility

On October 21, 2021, the Company sold a healthcare property, or the St. Louis Healthcare Facility, for $6,120,000. The Company's net proceeds at closing
from the disposition of the St. Louis Healthcare Facility were approximately $5,861,000, after transaction costs and other pro-rations, subject to additional
transaction costs paid subsequent to the closing date.

 (1) (1)

 (2) (2)
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our condensed consolidated
financial statements and the notes thereto and the other financial information appearing elsewhere in this Quarterly Report on Form 10-Q.

The following discussion should also be read in conjunction with our audited consolidated financial statements, and the notes thereto, and Management's
Discussion and Analysis of Financial Condition and Results of Operations included in our Annual Report on Form 10-K for the year ended December 31, 2020, as
filed with the U.S. Securities and Exchange Commission, or the SEC, on March 24, 2021, or the 2020 Annual Report on Form 10-K.

The terms “we,” “our,” "us," and the “Company” refer to Sila Realty Trust, Inc., Sila Realty Operating Partnership, LP, or our Operating Partnership, and all
wholly-owned subsidiaries.

Forward-Looking Statements

Certain statements contained in this Quarterly Report on Form 10-Q, other than historical facts, include forward-looking statements that reflect our
expectations and projections about our future results, performance, prospects and opportunities. Such statements include, in particular, pro forma financial
information and statements about our operations after the Internalization Transaction, the ongoing impact of the COVID-19 pandemic on our operations, the
anticipated sale and leasing of certain properties of the Company, financial reporting and internal and disclosure controls and procedures, our liquidity and capital
resources, capital expenditures, material cash requirements, debt service requirements, plans, leases, dividends, strategies, and prospects and are subject to certain
risks and uncertainties, as well as known and unknown risks, which could cause actual results to differ materially from those projected or anticipated. Therefore,
such statements are not intended to be a guarantee of our performance in future periods. Such forward-looking statements can generally be identified by our use of
forward-looking terminology such as “may,” “will,” “would,” “could,” “should,” “expect,” “intend,” “anticipate,” “estimate,” “believe,” “continue,” or other
similar words. Forward-looking statements are subject to various risks and uncertainties, and factors that could cause actual results to differ materially from our
expectations, and investors should not rely on forward-looking statements since they involve known and unknown risks, uncertainties and other factors which are,
in some cases, beyond our control and which could materially affect our results of operations, financial condition, cash flows, performance or future achievements
or events.

Forward-looking statements that were true at the time made may ultimately prove to be incorrect or false. We make no representation or warranty (express or
implied) about the accuracy of any such forward-looking statements contained in this Quarterly Report on Form 10-Q, and we do not undertake to publicly update
or revise any forward-looking statements, whether as a result of new information, future events, or otherwise. See Part I, Item 1A. “Risk Factors” of our 2020
Annual Report on Form 10-K, for a discussion of some, although not all, of the risks and uncertainties that could cause actual results to differ materially from those
presented in our forward-looking statements.

Management’s discussion and analysis of financial condition and results of operations is based upon our condensed consolidated financial statements, which
have been prepared in accordance with United States generally accepted accounting principles, or GAAP. The preparation of these financial statements requires
our management to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses, and related disclosure of
contingent assets and liabilities. We evaluate these estimates on a regular basis. These estimates are based on management’s historical industry experience and on
various other assumptions that are believed to be reasonable under the circumstances. Actual results may differ from these estimates.

Overview

We were formed on January 11, 2013, under the laws of Maryland to acquire and operate a diversified portfolio of income-producing commercial real estate
with a focus on data centers and healthcare properties, preferably with long-term net leases to creditworthy tenants, as well as to make real estate-related
investments that relate to such property types.

During the three months ended June 30, 2021, our board of directors, or the Board, made a determination to sell our data center assets. On May 19, 2021, we
and certain of our wholly-owned subsidiaries entered into a Purchase and Sale Agreement, or the PSA, for the sale of up to 29 data center properties owned by us.
See Note 4—"Held for Sale and Discontinued Operations" within this Quarterly Report on Form 10-Q for further discussion. The Board's determination to sell the
data center assets, as well as the execution of the PSA, represented a strategic shift that had a major effect on our results and operations and assets and liabilities for
the periods presented. As a result, the assets and liabilities related to the data center properties are separately classified on the condensed consolidated balance
sheets as of September 30, 2021 and December 31, 2020, as assets held for sale, net, and liabilities held for sale, net, and their operations have been classified as
income from discontinued
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operations on the condensed consolidated statements of comprehensive income for the three and nine months ended September 30, 2021 and 2020.

On July 22, 2021, we completed the sale of all 29 of our data center properties, or the Data Center Sale, comprised of approximately 3,298,000 rentable
square feet, for an aggregate sale price of $1,320,000,000, and generated net proceeds of approximately $1,295,367,000. See Note 3—"Acquisitions and
Dispositions" for additional information.

As of September 30, 2021, we have classified two healthcare properties as held for sale, or the Healthcare Properties Held for Sale. The properties do not
meet the criteria of discontinued operations. On July 19, 2021, we entered into a purchase and sale agreement for the sale of one healthcare property that is
currently vacant. We classified the healthcare property as held for sale during the three months ended September 30, 2021 because the property met the held for
sale criteria as outlined in Note 2—"Summary of Significant Accounting Policies -Held for Sale and Discontinued Operations." On October 21, 2021, we sold the
healthcare property. See Note 18—"Subsequent Events" for additional information. Additionally, on August 30, 2021, we entered into a purchase and sale
agreement for the sale of another healthcare property that is currently vacant. The purchase and sale agreement contains a clause that the healthcare property has to
be demolished prior to the sale. We classified the healthcare property as held for sale during the three months ended September 30, 2021 because the property met
the held for sale criteria as outlined in Note 2—"Summary of Significant Accounting Policies -Held for Sale and Discontinued Operations." We estimate that the
total demolition cost of the property will be approximately $305,000. We expect to sell the healthcare property during the fourth quarter of 2021.

As of September 30, 2021, we owned 125 real estate healthcare properties in two micropolitan statistical areas and 54 metropolitan statistical areas, or MSAs.

In connection with the Data Center Sale, we repaid approximately $853,806,000 in property and corporate level principal debt at the time of closing,
including $403,000,000 on our credit facility. The outstanding principal balance on data center notes payable in the amount of $305,161,000 was required to be
paid off in order to consummate the Data Center Sale. The outstanding principal balance on healthcare notes payable in the amount of $145,645,000 was paid off at
our sole discretion in order to reduce leverage and with a goal to position us for future growth. See Note 12—"Notes Payable and Credit Facility" to our condensed
consolidated financial statements that are a part of this Quarterly Report on Form 10-Q for additional information.

In connection with the Data Center Sale, the Board declared a special cash distribution of $1.75 per share for our Class A, Class I, Class T and Class T2
shares. The special cash distribution was funded with the proceeds from the Data Center Sale. The special cash distribution was paid on July 30, 2021 to
stockholders of record at the close of business on July 26, 2021, in the aggregate amount of approximately $392,685,000.

On July 20, 2021, the Board, at the recommendation of our audit committee, approved the estimated per share net asset value, or Estimated Per Share NAV,
calculated as of May 31, 2021, of $9.95. Upon the declaration of a special cash distribution of $1.75 per share to stockholders of record on July 26, 2021, the new
Estimated Per Share NAV is $8.20. We intend to publish an updated Estimated Per Share NAV on at least an annual basis.

The Estimated Per Share NAV was calculated for purposes of assisting broker-dealers participating in public offerings in meeting their customer account
statement reporting obligations under the National Association of Securities Dealers Conduct Rule 2340. The Estimated Per Share NAV was declared by the Board
after consultation with management and an independent third-party valuation firm. The Estimated Per Share NAV is not subject to audit by our independent
registered public accounting firm. Refer to our Current Report on Form 8-K/A, filed on July 23, 2021, and incorporated herein by reference for details.

On July 20, 2021, the Board approved and authorized a new daily distribution rate for stockholders of record as of the close of business on each day of the
period commencing August 1, 2021 and ending on August 31, 2021 for each class of common stock. For Class A and Class I stockholders, the annualized rate is
$0.40 per share and for Class T and T2 stockholders, the annualized rate is $0.32 per share.

On August 16, 2021, we entered into a Transfer Agency and Service Agreement appointing Computershare Trust Company, N.A. and Computershare Inc.
(together, “Computershare”) as our new stock transfer agent, administrator and registrar.

We raised the equity capital for our real estate investments through two public offerings, or our Offerings, from May 2014 through November 2018, and we
have offered shares pursuant to our distribution reinvestment plan, or the DRIP, pursuant to two Registration Statements on Form S-3, or each, a DRIP Offering
and together the DRIP Offerings, since November 2017. As of September 30, 2021, we had accepted investors’ subscriptions for and issued approximately
153,771,000 shares of Class A, Class I, Class T and Class T2 common stock in our Offerings, resulting in receipt of gross proceeds of approximately
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$1,489,418,000, before share repurchases of approximately $123,520,000, selling commissions and dealer manager fees of approximately $96,734,000 and other
offering costs of approximately $27,618,000.

Over the past year and a half, the United States has been faced with the economic and social impact of the pandemic and increasing demands for racial and
gender equality and actions addressing climate change. We aim to act with the highest integrity and operate with the highest ethical standards as we strive to create
and maintain an inclusive work environment that values the uniqueness of each individual, and his or her ideas and experiences. We encourage diversity in our
talent pool, noting that approximately 50% of our senior-level positions are held by women. Taking aim at climate concerns and employees' desire for workplace
flexibility, we established a hybrid workplace model. This arrangement provides more flexibility for our employees through the use of collaborative remote
technologies and results in a positive impact to the environment through the reduction in commuter transportation by at least 50% and a corresponding reduction in
harmful emissions from vehicles. Additionally, effective January 2022, we will lease Class A Office space in a newly constructed building that is intended to
deliver a restorative professional environment that cultivates productivity, collaboration, betterment, and balance. The neighborhood in which the new office
building is located is part of a community that has achieved the WELL Design & Operations designation under the WELL Community Standard, the first
neighborhood to do so globally. The WELL Building Standard takes a holistic approach to health in the built environment addressing behavior, operations and
design. Once the building is fully operational, it expects to achieve the WELL Building designation as well as it is tracking for LEED Silver Certification. The new
office lease is for approximately 57% less square feet than our current space, further reducing our impact to the environment.

COVID-19 Updates

While the global economy appears to be entering a recovery and operating conditions appear to be improving, we continue to closely monitor the impact of
the COVID-19 pandemic on all aspects of our business and geographies. We continue to successfully maintain our operations, financial reporting and internal and
disclosure controls and procedures. If there is another surge in COVID-19 infection rates or other negative impacts of the global pandemic increase, we do not
anticipate that our hybrid or fully remote (if necessary) work environment will have an adverse material impact on our internal controls over financial reporting.

Critical Accounting Policies

Our critical accounting policies were disclosed in our 2020 Annual Report on Form 10-K. There have been no material changes to our critical accounting
policies as disclosed therein.

Interim Unaudited Financial Data

Our accompanying condensed consolidated financial statements have been prepared by us in accordance with GAAP in conjunction with the rules and
regulations of the SEC. Certain information and footnote disclosures required for annual financial statements have been condensed or excluded pursuant to SEC
rules and regulations. Accordingly, our accompanying condensed consolidated financial statements do not include all of the information and footnotes required by
GAAP for complete financial statements. Our accompanying condensed consolidated financial statements reflect all adjustments, which are, in our view, of a
normal recurring nature and necessary for a fair presentation of our financial position, results of operations and cash flows for the interim period. Interim results of
operations are not necessarily indicative of the results to be expected for the full year; such full year results may be more or less favorable. Our accompanying
condensed consolidated financial statements should be read in conjunction with the audited consolidated financial statements and the notes thereto included in our
2020 Annual Report on Form 10-K.

Qualification as a REIT

We elected, and qualify, to be taxed as a REIT for federal income tax purposes and we intend to continue to be taxed as a REIT. To maintain our
qualification as a REIT, we must continue to meet certain organizational and operational requirements, including a requirement to currently distribute at least
90.0% of our REIT taxable income to our stockholders. As a REIT, we generally will not be subject to federal income tax on taxable income that we distribute to
our stockholders.

If we fail to maintain our qualification as a REIT in any taxable year, we would then be subject to federal income taxes on our taxable income at regular
corporate rates and would not be permitted to qualify for treatment as a REIT for federal income tax purposes for four years following the year during which
qualification is lost unless the Internal Revenue Service grants us relief under certain statutory provisions. Such an event could have a material adverse effect on
our net income and net cash available for distribution to our stockholders.
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Recently Issued Accounting Pronouncements

For a discussion of recently issued accounting pronouncements, see Note 2—“Summary of Significant Accounting Policies—Recently Adopted Accounting
Pronouncements” to our condensed consolidated financial statements that are a part of this Quarterly Report on Form 10-Q.

Segment Reporting

In accordance with the definition of discontinued operations, our decision to sell the properties in the data centers segment represented a strategic shift that
had a major effect on our results and operations and assets and liabilities for the periods presented. As a result of the Data Center Sale, we no longer have our data
centers segment. All activities related to the previously reported data centers segment have been classified as discontinued operations. The assets and liabilities
related to discontinued operations are separately classified as assets held for sale, net, and liabilities held for sale, net, respectively, on the condensed consolidated
balance sheets as of September 30, 2021 and December 31, 2020, and the operations have been classified as income from discontinued operations on the
condensed consolidated statements of comprehensive income for the three and nine months ended September 30, 2021 and 2020. Additionally, as a result of
management's commitment to sell two healthcare properties and signing a purchase and sale agreement with a potential buyer to sell each property in the near
future, we classified the properties as held for sale on the condensed consolidated balance sheets as of September 30, 2021. On October 21, 2021, we sold one of
the healthcare properties. See Note 18—"Subsequent Events" for additional information.

See Note 2—"Summary of Significant Accounting Policies" to our condensed consolidated financial statements that are a part of this Quarterly Report on
Form 10-Q for additional information about our healthcare reporting segment. We report our financial performance based on one reporting segment—commercial
real estate investments in healthcare. As of September 30, 2021 and December 31, 2020, 100% of our consolidated revenues from continuing operations were
generated from real estate investments in healthcare properties. Our chief operating decision maker evaluates operating performance of healthcare properties on an
individual property level, which are aggregated into one reportable business segment due to their similar economic characteristics.

Factors That May Influence Results of Operations

We are not aware at this time of any material trends or uncertainties, other than national economic conditions and those discussed below, affecting our real
estate properties, that may reasonably be expected to have a material impact, favorable or unfavorable, on revenues or income from the acquisition, management
and operation of our properties other than those set forth in our 2020 Annual Report on Form 10-K. As an internally managed company, we no longer pay our
Former Advisor and its affiliates any fees or expense reimbursements arising from the advisory agreement, which were previously incurred while we were
externally managed. Now and going forward we will incur additional payroll and overhead related costs. We expect our future operating results will be influenced
by the impact of the Internalization Transaction. See Note 5—"Internalization Transaction" to our condensed consolidated financial statements that are a part of
this Quarterly Report on Form 10-Q, for additional information.

Rental Revenue

The amount of rental revenue generated by our healthcare properties depends principally on our ability to maintain the occupancy rates of leased space and to
lease available space at the then-existing rental rates. Negative trends in one or more of these factors could adversely affect our rental revenue in future periods. As
of September 30, 2021, our operating healthcare real estate properties were 96% leased.

Results of Operations

During the three months ended June 30, 2021, the Board made a determination to sell our data center assets. Consistent with the decision, on July 22, 2021,
we completed the Data Center Sale for an aggregate sale price of $1,320,000,000 and recognized a gain on sale of approximately $398,560,000 and $395,801,000
for the three and nine months ended September 30, 2021, respectively. We recognized $2,759,000 in transaction costs related to the Data Center Sale during the
second quarter of 2021, resulting in the total gain being higher during the three months ended September 30, 2021. This decision represented a strategic shift that
had a major effect on our results and operations and assets and liabilities for the periods presented and qualifies as discontinued operations. The results of
operations discussed below reflect the data centers segment presented as discontinued operations.
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Our results of operations are influenced by the timing of acquisitions and the operating performance of our operating healthcare real estate properties. The
following table shows the property statistics of our operating healthcare real estate properties as of September 30, 2021 and 2020:

 September 30,
 2021 2020
Number of operating real estate properties 124 122 
Leased square feet 5,086,000 4,970,000 
Weighted average percentage of rentable square feet leased 96 % 93 %

(1) As of September 30, 2021, we owned 125 healthcare real estate properties, one of which was under construction. As of September 30, 2021, we had three
vacant real estate properties that are currently being marketed for sale or re-tenanting, two of which were classified as held for sale. One of the properties was
sold on October 21, 2021. As of September 30, 2020, we owned 124 healthcare real estate properties, two of which were under construction.

The following table summarizes our healthcare real estate activity for the three and nine months ended September 30, 2021 and 2020:

 
Three Months Ended 

September 30,
Nine Months Ended 

September 30,
 2021 2020 2021 2020
Operating real estate properties acquired — 1 1 2 
Operating real estate properties disposed — — — 1 
Operating real estate properties placed into service — — 1 — 
Aggregate purchase price of operating real estate properties acquired $ — $ 11,047,000 $ 25,048,000 $ 16,077,000 
Aggregate cost of operating real estate properties placed into service $ — $ — $ 22,140,000 $ — 
Net book value of properties disposed $ — $ — $ — $ 31,982,000 
Leased square feet of operating real estate property additions — 34,000 115,000 49,000 
Leased square feet of operating real estate property dispositions — — — 82,000 

This section describes and compares our results of operations for the three and nine months ended September 30, 2021 and 2020. We generate substantially
all of our revenue from property operations. In order to evaluate our overall portfolio, management analyzes the net operating income of same store properties. We
define "same store properties" as operating properties that were owned and operated for the entirety of both calendar periods being compared and exclude
properties under development and properties classified as held for sale. Activities of the Healthcare Properties Held for Sale (as defined above) represent amounts
recorded for two healthcare properties classified as held for sale that did not meet the criteria of discontinued operations as of September 30, 2021.

By evaluating the revenue and expenses of our same store properties, management is able to monitor the operations of our existing properties for comparable
periods to measure the performance of our current portfolio and determine the expected effects of our new acquisitions and dispositions on net income.

(1)
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Three Months Ended September 30, 2021 Compared to Three Months Ended September 30, 2020

The following table represents the breakdown of total rental revenue for the three months ended September 30, 2021 and compares with 2020 amounts for the
comparable periods (amounts in thousands). We believe that the below presentation of total rental revenue is not, and is not intended to be, a presentation in
accordance with GAAP, but allows investors and management with other useful metrics to evaluate our performance.

Three Months Ended 
September 30,

2021 2020 $ Change % Change
Same store rental revenue $ 39,322 $ 38,144 $ 1,178 3.1 %
Same store tenant reimbursements 2,178 2,029 149 7.3 %
Non-same store rental revenue 1,487 59 1,428 2,420.3 %
Non-same store tenant reimbursements (54) 35 (89) (254.3)%
Healthcare Properties Held for Sale rental revenue 10 322 (312) (96.9)%
Healthcare Properties Held for Sale tenant reimbursements 24 13 11 84.6 %
Other operating income 96 120 (24) (20.0)%

Total rental revenue $ 43,063 $ 40,722 $ 2,341 5.7 %

• Same store rental revenue increased primarily due to consumer price index base rent escalations at certain same store properties during the three months
ended September 30, 2021, lease termination income received from one tenant at a healthcare property, and income received from a new tenant in place at
another healthcare property.

• Same store tenant reimbursements increased primarily due to recoveries received from a new tenant at a healthcare property during the three months ended
September 30, 2021.

• Non-same store rental revenue increased due to the acquisition of two operating properties and placement of two development properties in service since July
1, 2020, partially offset by a decrease in non-same store rental revenue due to the sale of one operating property since July 1, 2020.

• Non-same store tenant reimbursements decreased due to real estate tax reconciliations bills to be collected from tenants at two healthcare properties were
lower than originally estimated resulting in the reversal of previously recognized reimbursements, as well as the sale of one operating property since July 1,
2020, partially offset by the acquisition of two operating properties and placement of two development properties in service since July 1, 2020.

• Healthcare Properties Held for Sale rental revenue decreased because tenants at two healthcare properties vacated their respective spaces since July 1, 2020.

Changes in our expenses are summarized in the following table (amounts in thousands):

Three Months Ended 
September 30,

2021 2020 $ Change % Change
Same store rental expenses $ 2,699 $ 3,621 $ (922) (25.5)%
Non-same store rental expenses (17) 366 (383) (104.6)%
Healthcare Properties Held for Sale rental expenses 342 418 (76) (18.2)%
General and administrative expenses 6,348 3,578 2,770 77.4 %
Internalization transaction expenses — 2,235 (2,235) (100.0)%
Asset management fees — 4,218 (4,218) (100.0)%
Depreciation and amortization 17,259 17,002 257 1.5 %
Impairment loss on real estate 10,241 — 10,241 100.0 %

Total expenses $ 36,872 $ 31,438 $ 5,434 17.3 %

• Same store rental expenses decreased primarily due to a decrease in property management fees, partially offset by an increase due to a new tenant in place at
a healthcare property during the three months ended September 30, 2021. Effective September 30, 2020, as an internally managed company, we no longer
pay our Former Property Manager fees or any other fees arising from the property management and leasing agreement.

• Non-same store rental expenses decreased due to real estate tax bills at two healthcare properties were lower than originally estimated resulting in the reversal
of previously recognized expense, as well as the sale of one operating
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property since July 1, 2020, partially offset by the acquisition of two operating properties and placement of two development properties in service since July
1, 2020.

• Healthcare Properties Held for Sale rental expenses decreased primarily because a tenant at one healthcare property that was experiencing financial difficulty
vacated the space in March 2021.

• General and administrative expenses increased primarily due to an increase in payroll-related expenses as a result of the Internalization Transaction and an
increase in stock-based compensation. Upon completion of the Internalization Transaction, individuals, who were previously employed by an affiliate of our
Former Advisor, became our employees, and the functions previously performed by our Former Advisor were internalized by us. As an internally managed
company, we no longer pay our Former Advisor and its affiliates any fees or expense reimbursements arising from the advisory agreement that was
terminated prior to the Closing.

• Internalization transaction expenses, which consisted primarily of legal fees and fees for other professional and financial advisors,were not incurred in 2021
as a result of the Internalization Transaction closing in 2020.

• Asset management fees were not incurred in 2021 as a result of the Internalization Transaction. Effective September 30, 2020, we no longer pay fees to our
Former Advisor and its affiliates arising from the advisory agreement.

• Impairment loss on real estate was recorded in the amounts of $10,241,000 related to one healthcare property during the three months ended September 30,
2021.

Changes in interest and other expense, net, are summarized in the following table (amounts in thousands):

Three Months Ended 
September 30,

2021 2020 $ Change % Change
Interest and other expense, net:

Interest on notes payable $ 975 $ 1,885 $ (910) (48.3)%
Interest on credit facility 5,477 7,748 (2,271) (29.3)%
Interest on finance lease 35 10 25 250.0 %
Amortization of deferred financing costs 722 856 (134) (15.7)%
Amortization of discount of deferred liability 163 — 163 100.0 %
Notes receivable interest income (87) (501) 414 (82.6)%
Amortization of origination fee 256 70 186 265.7 %
Other income (731) (35) (696) 1,988.6 %
Cash deposits interest (2) (18) 16 (88.9)%
Capitalized interest (84) (150) 66 (44.0)%
Loss on debt extinguishment 5,013 — 5,013 100.0 %

Total interest and other expense, net $ 11,737 $ 9,865 $ 1,872 19.0 %
Income from discontinued operations $ 377,191 $ 5,845 $ 371,346 6353.2 %

• Interest on notes payable decreased due to the pay-off of all our notes payable on July 22, 2021.

• Interest on credit facility decreased due to a decrease in LIBOR interest rates and in the outstanding principal balance on our credit facility.

• Notes receivable interest income decreased due to the pay-off of a $28,000,000 note receivable on July 14, 2021 that was originated on May 28, 2020.
Amortization of origination fee increased due to accelerated amortization recorded as a result of the early repayment of the note receivable.

• Other income increased primarily due to an execution of a transaction services agreement to provide property management and asset management services to
a third-party in order to manage certain of their properties on July 22, 2021, in connection with the Data Center Sale.

• Loss on debt extinguishment increased due to the payoff of all our healthcare notes payable and a term loan of the credit facility in the amount of
$280,000,000 on July 22, 2021 and consisted of loan costs of $3,187,000 and accelerated unamortized debt issuance costs of $1,826,000.

• Income from discontinued operations, which includes revenue, operating expenses, interest expense, debt extinguishment expenses incurred on notes payable
repayment on certain data center properties, including defeasance, and gain on sale of
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the data center properties, increased primarily due to a gain of $398,560,000 on the Data Center Sale during the three months ended September 30, 2021.

Nine Months Ended September 30, 2021 Compared to Nine Months Ended September 30, 2020

The following table represents the breakdown of total rental revenue for the nine months ended September 30, 2021 and compares with 2020 amounts for the
comparable periods (amounts in thousands). We believe that the below presentation of total rental revenue is not, and is not intended to be, a presentation in
accordance with GAAP and allows investors and management to evaluate our performance.

Nine Months Ended 
September 30,

2021 2020 $ Change % Change
Same store rental revenue $ 117,673 $ 114,666 $ 3,007 2.6 %
Same store tenant reimbursements 6,209 5,912 297 5.0 %
Non-same store rental revenue 3,774 1,072 2,702 252.1 %
Non-same store tenant reimbursements 478 1,022 (544) (53.2)%
Healthcare Properties Held for Sale rental revenue 567 1,024 (457) (44.6)%
Healthcare Properties Held for Sale tenant reimbursements 433 61 372 609.8 %
Other operating income 98 122 (24) (19.7)%

Total rental revenue $ 129,232 $ 123,879 $ 5,353 4.3 %

• Same store rental revenue increased primarily due to consumer price index base rent escalations at certain same store properties during the three months
ended September 30, 2021, lease termination income received from one tenant at a healthcare property, and income received from a new tenant in place at
another healthcare property.

• Same store tenant reimbursements increased primarily due to recoveries received from a new tenant at a healthcare property during the nine months ended
September 30, 2021.

• Non-same store rental revenue and tenant reimbursements increased due to the acquisition of three operating properties and placement of two development
properties in service since January 1, 2020, partially offset by a decrease in non-same store rental revenue and tenant reimbursements due to the sale of two
operating properties since January 1, 2020, and real estate tax bills to be collected from tenants at two healthcare properties were lower than originally
estimated resulting in the reversal of previously recognized reimbursements.

• Healthcare Properties Held for Sale rental revenue decreased because tenants at two healthcare properties vacated their respective spaces since January 1,
2020.

• Healthcare Properties Held for Sale tenant reimbursements increased as a result of a restructured lease with a former tenant at one property. Based on the
restructured lease, the tenant was obligated to reimburse the majority of the property's operating expense. The tenant vacated the property in July 2021.

Changes in our expenses are summarized in the following table (amounts in thousands):

Nine Months Ended 
September 30,

2021 2020 $ Change % Change
Same store rental expenses $ 7,764 $ 10,363 $ (2,599) (25.1)%
Non-same store rental expenses 629 1,205 (576) (47.8)%
Healthcare Properties Held for Sale rental expenses 1,120 1,071 49 4.6 %
General and administrative expenses 19,610 9,960 9,650 96.9 %
Internalization transaction expenses — 3,640 (3,640) (100.0)%
Asset management fees — 12,604 (12,604) (100.0)%
Depreciation and amortization 53,098 52,714 384 0.7 %
Impairment loss on real estate 27,166 — 27,166 100.0 %
Impairment loss on goodwill 671 — 671 100.0 %

Total expenses $ 110,058 $ 91,557 $ 18,501 20.2 %
Gain on real estate disposition $ — $ 2,703 $ (2,703) (100.0)%
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• Same store rental expenses decreased primarily due to a decrease in property management fees, partially offset by an increase due to a new tenant at a
healthcare property during the nine months ended September 30, 2021. Effective September 30, 2020, as an internally managed company, we no longer pay
our Former Property Manager fees or any other fees arising from the property management and leasing agreement.

• Non-same store rental expenses decreased due to real estate tax bills at two healthcare properties were lower than originally estimated resulting in the reversal
of previously recognized expense, as well as the sale of two operating properties since January 1, 2020, partially offset by an increase due to the acquisition
of three operating properties and placement of two development properties in service since January 1, 2020.

• General and administrative expenses increased primarily due to an increase in payroll-related expenses as a result of the Internalization Transaction and an
increase in stock-based compensation. Upon completion of the Internalization Transaction, individuals, who were previously employed by an affiliate of our
Former Advisor, became our employees, and the functions previously performed by our Former Advisor were internalized by us. As an internally managed
company, we no longer pay our Former Advisor and its affiliates any fees or expense reimbursements arising from the advisory agreement that was
terminated prior to the Closing.

• Internalization transaction expenses, which consisted primarily of legal fees and fees for other professional and financial advisors, were not incurred in 2021
as a result of the Internalization Transaction closing in 2020.

• Asset management fees were not incurred in 2021 as a result of the Internalization Transaction. Effective September 30, 2020, we no longer pay fees to our
Former Advisor and its affiliates arising from the advisory agreement.

• Impairment loss on real estate and impairment loss on goodwill were recorded in the amounts of $27,166,000 and $671,000, respectively, related to three
healthcare properties during the nine months ended September 30, 2021.

Changes in interest and other expense, net, are summarized in the following table (amounts in thousands):

Nine Months Ended 
September 30,

2021 2020 $ Change % Change
Interest and other expense, net:

Interest on notes payable $ 4,630 $ 5,473 $ (843) (15.4)%
Interest on credit facility 19,931 25,801 (5,870) (22.8)%
Interest on finance lease 102 10 92 920.0 %
Amortization of deferred financing costs 2,462 2,483 (21) (0.8)%
Amortization of discount of deferred liability 272 — 272 100.0 %
Notes receivable interest income (1,096) (686) (410) 59.8 %
Amortization of origination fee 394 96 298 310.4 %
Other income (1,383) (36) (1,347) 3,741.7 %
Cash deposits interest (12) (169) 157 (92.9)%
Capitalized interest (278) (375) 97 (25.9)%
Loss on debt extinguishment 5,013 — 5,013 100.0 %

Total interest and other expense, net $ 30,035 $ 32,597 $ (2,562) (7.9)%
Income from discontinued operations $ 401,444 $ 19,600 $ 381,844 1948.2 %

• Interest on notes payable decreased due to the pay-off of all our notes payable on July 22, 2021.

• Interest on credit facility decreased due to a decrease in LIBOR interest rates and in the outstanding principal balance on our credit facility.

• Notes receivable interest income and amortization of origination fee increased due to the origination of a $28,000,000 note receivable on May 28, 2020, that
was repaid on July 14, 2021. Amortization of origination fee includes accelerated amortization recorded due to early repayment of the note receivable.

• Other income increased primarily due to an execution of a transaction services agreement to provide property management and asset management services to
a third-party in order to manage certain of their properties on July 22, 2021, in connection with the Data Center Sale.
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• Loss on debt extinguishment increased due to the payoff of all our healthcare notes payable and a term loan of the credit facility in the amount of
$280,000,000 on July 22, 2021 and consisted of loan costs of $3,187,000 and accelerated unamortized debt issuance costs of $1,826,000.

• Income from discontinued operations, which includes revenue, operating expenses, interest expense, debt extinguishment expenses incurred on notes payable
repayment on certain data center properties, including defeasance, gain on sale of the data center properties, increased primarily due to a gain of
$395,801,000 on the Data Center Sale during the nine months ended September 30, 2021.

Liquidity and Capital Resources

Our principal demands for funds are for acquisitions of real estate and real estate-related investments, capital expenditures, operating expenses, distributions
to and repurchases from stockholders and principal and interest on any current and future indebtedness. Generally, cash for these items is generated from
operations of our current and future investments. Our sources of funds are primarily operating cash flows, funds equal to amounts reinvested in the DRIP, our
credit facility and other borrowings.

When we acquire a property, we prepare a capital plan that contemplates the estimated capital needs of that investment. In addition to operating expenses,
capital needs may also include, by way of example, costs of refurbishment, tenant improvements or other major capital expenditures. The capital plan also sets
forth the anticipated sources of the necessary capital, which may include a line of credit, operating cash generated by the investment, additional equity investments
from us, and when necessary, capital reserves. The capital plan for each investment will be adjusted through ongoing, regular reviews of our portfolio or, as
necessary, to respond to unanticipated additional capital needs.

As discussed above, effective September 30, 2020, we no longer pay acquisition, asset and property management fees, which we previously incurred while
we were externally advised. However, now and going forward we will incur additional payroll and overhead costs. In general, we anticipate various benefits from
the Internalization Transaction, including cost savings, continuity of management and further alignment of interests between management and our stockholders, as
well as a potential benefit for ultimate liquidity given the preference for an internal management structure in traded equity REITs.

Short-term Liquidity and Capital Resources

For at least the next twelve months, we expect our principal demands for funds will be for operating expenses, including our general and administrative
expenses, as well as the acquisition of real estate and real estate-related notes and investments and funding of capital improvements and tenant improvements,
distributions to and repurchases from stockholders, and interest payments on our credit facility. We expect to meet our short-term liquidity requirements through
net cash flows provided by operations, funds equal to amounts reinvested in the DRIP and borrowings on our credit facility.

On July 22, 2021, we completed the Data Center Sale, for an aggregate sale price of $1,320,000,000, and generated net proceeds of approximately
$1,295,367,000. We paid down our credit facility in the amount of $403,000,000 and repaid all our notes payable (seven data center notes payable and five
healthcare notes payable) prior to their maturity for approximately $450,806,000 ($305,161,000 on data center notes payable and $145,645,000 on healthcare notes
payable), plus accrued interest and other loan costs, using the proceeds from the dispositions. We believe the material reduction in debt puts us in a strategic
position with a flexible balance sheet to use the liquidity available to continue to grow and further diversify our healthcare properties portfolio.

The Board declared a special cash distribution of $1.75 per share of Class A, Class I, Class T and Class T2 common stock. The special cash distribution was
funded with the proceeds from the Data Center Sale on July 22, 2021. The special cash distribution was paid on July 30, 2021 to stockholders of record at the close
of business on July 26, 2021, in the aggregate amount of approximately $392,685,000.

In connection with the Data Center Sale, on July 27, 2021, we paid the Former Advisor $7,500,000 Internalization Transaction deferred cash consideration
per the purchase agreement's acceleration provisions. Originally, per the agreement, $7,500,000 was due and payable on March 31, 2022.

We believe we will have sufficient liquidity available to meet our obligations in a timely manner, under both normal and stressed conditions, for the next
twelve months.

Long-term Liquidity and Capital Resources

Beyond the next twelve months, we expect our principal demands for funds will be for costs to acquire additional real estate properties, interest and principal
payments on our credit facility and other borrowings, long-term capital investment demands for our real estate properties and our distributions necessary to
maintain our REIT status.
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We currently expect to meet our long-term liquidity requirements through proceeds from cash flow from operations and borrowings on our credit facility.

We expect to pay distributions to our stockholders from cash flows from operations, however, we have used, and may continue to use, other sources to fund
distributions, as necessary, such as, funds equal to amounts reinvested in the DRIP and borrowings on our credit facility. To the extent cash flows from operations
are lower due to lower-than-expected returns on the properties held or the disposition of properties, distributions paid to stockholders may be lower. We currently
expect that substantially all net cash flows from our operations will be used to fund acquisitions, certain capital expenditures identified at acquisition, ongoing
capital expenditures, repayments of outstanding debt or distributions to our stockholders.

Material Cash Requirements

With the net proceeds generated from the Data Center Sale on July 22, 2021, in the amount of $1,295,367,000, we paid down approximately $853,806,000 in
debt, plus accrued interest and other loan costs, which included the extinguishment of all property level mortgages, as well as a portion of our term loans and all of
the outstanding principal balance of the revolver of our credit facility. After the debt pay down, we have a $520,000,000 term loan outstanding on our credit
facility, which matures on December 31, 2024. Additionally, on July 27, 2021, we paid the Former Advisor $7,500,000 Internalization Transaction deferred cash
consideration per the purchase agreement's acceleration provisions.

We expect to require approximately $31,499,000 in cash over the next twelve months, of which $15,269,000 will be required for the payment of estimated
interest on our outstanding debt, $373,000 related to contingent consideration that resulted from an earn-out arrangement and approximately $15,857,000 will be
required to fund capital improvement expenditures on our healthcare properties, including one development project that we expect to complete in January 2022.
We cannot provide assurances, however, that actual expenditures will not exceed these estimates.

As of September 30, 2021, we had approximately $75,363,000 in cash and cash equivalents. For the nine months ended September 30, 2021, we paid capital
expenditures of $20,323,000 that primarily related to one data center property and three healthcare properties.

As of September 30, 2021, we had material obligations beyond 12 months in the amount of approximately $642,025,000, inclusive of $550,778,000 related to
principal and estimated interest on our outstanding debt, $9,057,000 related to capital improvement expenditures on our healthcare properties, $605,000 related to
contingent consideration that resulted from an earn-out arrangement and $81,585,000 related to our various lease obligations.

Debt Service Requirements

One of our principal liquidity needs is the payment of principal and interest on outstanding indebtedness. As of September 30, 2021, we had $520,000,000 of
principal outstanding under our credit facility. We are required by the terms of certain loan documents to meet certain covenants, such as financial ratios and
reporting requirements. As of September 30, 2021, we were in compliance with all such covenants and requirements on our credit facility.

In connection with the Data Center Sale, we terminated eight interest rate swap agreements related to mortgage notes fixed through interest rate swaps. As of
September 30, 2021, the aggregate notional amount under our derivative instruments was $400,000,000. We have agreements with each derivative counterparty
that contain cross-default provisions, if we default on our indebtedness, then we could also be declared in default on our derivative obligations, resulting in an
acceleration of payment. As of September 30, 2021, we were in compliance with all such cross-default provisions.

Credit Facility

On May 18, 2021, we, our Operating Partnership, certain of our subsidiaries, KeyBank, and the other lenders listed as lenders in the credit agreement and
term loan agreement, entered into a consent letter for the credit agreement and a consent letter for the term loan agreement allowing for us to sell all of our data
center properties, notwithstanding a limitation on the sale of assets exceeding 30% of the gross value of the assets in one transaction or a series of transactions
during any four consecutive fiscal quarters. The consent letters also provided conditional approval for a one-time special distribution, subsequent to entering into a
formal amendment to our credit agreement and term loan agreement and providing calculations supporting the financial conditions required.

On July 20, 2021, we, our Operating Partnership, certain of our subsidiaries, KeyBank, and the other lenders listed as lenders in our credit agreement and
term loan agreement, entered into third amendments to such agreements to allow for the making of the special distribution. In particular, the third amendments: (i)
exclude the special distribution from the distributions limitation of 95% of Funds From Operations, or FFO, when added to the distributions paid in any four
consecutive calendar quarters; (ii) provide updated provisions for the conversion of the benchmark interest rate from LIBOR to an alternate index rate adopted by
the Federal Reserve Board and the Federal Reserve Bank of New York following the occurrence of certain
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transition events; and (iii) incorporate language regarding erroneous payments, protecting KeyBank in the event an erroneous payment is made to the other lenders
listed as lenders in our credit agreement and term loan agreement.

On September 29, 2021, we, our Operating Partnership, certain of our subsidiaries, KeyBank, and the other lenders listed as lenders in the credit agreement
and term loan agreement, entered into a consent letter for our credit agreement and a consent letter for our term loan agreement that accelerated the applicable
margin adjustment date on our credit facility, reducing the applicable margin from 2.25% to 1.75%, effective September 29, 2021. Per the current language in the
credit agreement, the applicable margin adjustment would not have otherwise taken place until December 1, 2021.

As of September 30, 2021, the maximum commitments available under our credit facility with KeyBank National Association as Administrative Agent for
the lenders, or the KeyBank Credit Facility, were $500,000,000 of revolving line of credit, with a maturity date of April 27, 2022, subject to our right for a 12-
month extension period.

As of September 30, 2021, the maximum commitments available under our senior unsecured term loan with KeyBank as Administrative Agent for the
lenders, or the Term Loan, were $520,000,000, with a maturity date of December 31, 2024. Subject to certain conditions, the Term Loan can be increased to
$600,000,000 any time before December 31, 2023. The Term Loan was funded upon the consummation of the REIT Merger on October 4, 2019.

As of September 30, 2021, the maximum commitments available under the KeyBank Credit Facility (including the Term Loan) are $1,020,000,000.
Generally, the proceeds of loans made under our credit facility may be used to finance the acquisition of real estate investments, for tenant improvements and
leasing commissions with respect to real estate, for repayment of indebtedness, for capital expenditures with respect to real estate and for general corporate and
working capital purposes.

During the nine months ended September 30, 2021, we drew $15,000,000 on our credit facility revolver related to a healthcare property acquisition. On July
16, 2021, we repaid $30,000,000 on our credit facility revolver with proceeds primarily from a note receivable in the amount of $28,087,000, consisting of
principal and accrued interest. On July 22, 2021, we repaid $403,000,000 on our credit facility, including the term loan portion of the KeyBank Credit Facility in
the amount of $280,000,000, with proceeds from the Data Center Sale.

During the nine months ended September 30, 2021, we added six healthcare properties to the unencumbered pool of our credit facility, which increased our
total pool availability under our credit facility by approximately $142,780,000.

During the nine months ended September 30, 2021, we removed 21 data center properties from the pool availability of our credit facility due to the Data
Center Sale. As a result of removing the properties from the pool availability of our credit facility, the total pool availability decreased by approximately
$244,636,000.

As of September 30, 2021, we had a total pool availability under our credit facility of $1,020,000,000 and an aggregate outstanding principal balance of
$520,000,000; therefore, $500,000,000 was available to be drawn under our credit facility. We were in compliance with all financial covenant requirements as of
September 30, 2021.

Cash Flows

Nine Months Ended September 30, 2021 Compared to Nine Months Ended September 30, 2020

Nine Months Ended 
September 30,

(in thousands) 2021 2020 Change % Change
Net cash provided by operating activities $ 104,816 $ 80,604 $ 24,212 30.0 %
Net cash provided by (used in) investing activities $ 1,263,096 $ (55,716) $ 1,318,812 2,367.0 %
Net cash used in financing activities $ 1,359,616 $ 14,612 $ 1,345,004 9,204.8 %

Operating Activities

• Net cash provided by operating activities increased primarily due to an increase in rental revenues resulting from the acquisition of three operating properties
and placement of two development properties in service since January 1, 2020, lease termination fees received from three tenants at three properties, not
incurring internalization transaction expenses, as well as the result of not paying asset management and property management fees to the former advisor due
to the Internalization Transaction. The increase was offset by an increase in general and administrative expenses paid as a result of the Internalization
Transaction.
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Investing Activities

• Net cash provided by (used in) investing activities increased primarily due to the increase in proceeds from the Data Center Sale, an increase in repayments of
notes receivable and a decrease in consideration paid for the Internalization Transaction, offset by an increase in acquisition of real estate properties.

Financing Activities

• Net cash used in financing activities increased primarily due to an increase in payments on notes payable and debt extinguishment as a result of the Data
Center Sale, a decrease in net proceeds from the credit facility (primarily as a result of a $403,000,000 repayment on the credit facility with proceeds from the
Data Center Sale) and an increase in distributions to common stockholders as a result of special cash distributions, offset by a decrease in repurchases of our
common stock. On April 30, 2020, due to the uncertainty surrounding the COVID-19 pandemic and any impact it may have on us, the Board decided to
temporarily suspend share repurchases under our SRP, effective with repurchase requests that would otherwise be processed on the third quarter repurchase
date, which was July 30, 2020. However, we continue to process repurchases due to death or involuntary exigent circumstance in accordance with the terms
of our A&R SRP.

Distributions to Stockholders

The amount of distributions payable to our stockholders is determined by the Board and is dependent on a number of factors, including our funds available
for distribution, financial condition, lenders' restrictions and limitations, capital expenditure requirements, corporate law restrictions and the annual distribution
requirements needed to maintain our status as a REIT under the Internal Revenue Code of 1986, as amended. The Board must authorize each distribution and may,
in the future, authorize lower amounts of distributions or not authorize additional distributions and, therefore, distribution payments are not guaranteed.
Additionally, our organizational documents permit us to pay distributions from unlimited amounts of any source, and we may use sources other than operating cash
flows to fund distributions, including funds equal to amounts reinvested in the DRIP, which may reduce the amount of capital we ultimately invest in properties or
other permitted investments. We have funded distributions with operating cash flows from our properties and funds equal to amounts reinvested in the DRIP. To
the extent that we do not have taxable income, distributions paid will be considered a return of capital to stockholders.

The following table shows the sources of distributions paid during the nine months ended September 30, 2021 and 2020 (amounts in thousands):

Nine Months Ended September 30,
2021 2020

Distributions paid in cash - common stockholders $ 450,143 $ 57,321 
Distributions reinvested (shares issued) 21,750 23,055 

Total distributions $ 471,893 $ 80,376 
Source of distributions:
Cash flows provided by operations $ 57,458 12 % $ 57,321 71 %
Offering proceeds from issuance of common stock pursuant to the DRIP 21,750 5 % 23,055 29 %
Proceeds from real estate disposals 392,685 83 % — — %

Total sources $ 471,893 100 % $ 80,376 100 %

(1) Includes a special cash distribution declared by the Board of $1.75 per share of Class A, Class I, Class T and Class T2 common stock. The special cash
distribution was funded with the proceeds from the Data Center Sale on July 22, 2021. The special cash distribution was paid on July 30, 2021, to
stockholders of record at the close of business on July 26, 2021, in the aggregate amount of approximately $392,685,000.

(2) Percentages were calculated by dividing the respective source amount by the total sources of distributions.

Total distributions declared but not paid on Class A shares, Class I shares, Class T shares and Class T2 shares as of September 30, 2021, were approximately
$7,099,000 for common stockholders. These distributions were paid on October 6, 2021.

For the nine months ended September 30, 2021, we declared and paid distributions of approximately $471,893,000 to Class A stockholders, Class I
stockholders, Class T stockholders and Class T2 stockholders, collectively, including shares issued pursuant to the DRIP, consisting of a regular distribution of
$79,208,000 and a special cash distribution of $392,685,000, as compared to FFO and AFFO (which are Non-GAAP measures defined and reconciled below under
"Non-GAAP Financial Measures") for the nine months ended September 30, 2021, of approximately $86,791,000 and $107,945,000, respectively.

(1)

(2)

(2)

(2)
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For a discussion of distributions paid subsequent to September 30, 2021, see Note 18—"Subsequent Events" to the condensed consolidated financial
statements included in this Quarterly Report on Form 10-Q.

Related-Party Transactions and Arrangements

Prior to the completion of the Internalization Transaction, we had been a party to the advisory and management agreements with our Former Advisor and its
affiliates. Pursuant to the agreements with our Former Advisor and its affiliates, we paid certain fees to, or reimbursed certain expenses of, our Former Advisor or
its affiliates for acquisition and disposition fees and expenses, organization and offering expenses, asset and property management fees and reimbursement of
operating costs. Refer to Note 13—"Related-Party Transactions and Arrangements" to our condensed consolidated financial statements that are a part of this
Quarterly Report on Form 10-Q for a detailed discussion of the various related-party transactions and agreements. As an internally managed company, we no
longer pay our Former Advisor and its affiliates any fees or expense reimbursements arising from such respective agreement. As of September 30, 2021, we had no
off-balance sheet arrangements.

Non-GAAP Financial Measures

In the real estate industry, analysts and investors employ certain non-GAAP supplemental financial measures in order to facilitate meaningful comparisons
between periods and among peer companies. Additionally, in the formulation of our goals and in the evaluation of the effectiveness of our strategies, we use funds
from operations, or FFO, and adjusted funds from operations, or AFFO, which are non-GAAP measures defined by management. We believe that these measures
are useful to investors to consider because they may assist them to better understand and measure the performance of our business over time and against similar
companies.

In the past, in addition to FFO and AFFO, we reported on modified funds from operations, or MFFO, which is a non-GAAP supplemental financial measure
commonly used by non-traded REIT companies. Management determined that because we are no longer in the initial capital raise or initial deployment stages,
MFFO is no longer a useful measure of the impact of long-term operating performance on value, nor is it used by management to evaluate our dividend policy. In
lieu of reporting MFFO, we will continue to use AFFO, the more commonly used metric by the broader REIT industry.

A description of FFO and AFFO and reconciliations of these non-GAAP measures to the most directly comparable GAAP measures, are provided below.

Funds from Operations and Adjusted Funds from Operations

One of our objectives is to provide cash distributions to our stockholders from cash generated by our operations. The purchase of real estate assets and real
estate-related investments, and the corresponding expenses associated with that process, is a key operational feature of our business plan in order to generate cash
from operations. Due to certain unique operating characteristics of real estate companies, the National Association of Real Estate Investment Trusts, or NAREIT,
an industry trade group, has promulgated a measure known as FFO, which we believe is an appropriate supplemental measure to reflect the operating performance
of a REIT. The use of FFO is recommended by the REIT industry as a supplemental performance measure. FFO is not equivalent to our net income as determined
under GAAP.

We define FFO, consistent with NAREIT’s definition, as net income (computed in accordance with GAAP), excluding gains (or losses) from sales of
property and asset impairment write-downs, plus depreciation and amortization of real estate assets, and after adjustments for unconsolidated partnerships and joint
ventures. Adjustments for unconsolidated partnerships and joint ventures will be calculated to reflect FFO on the same basis.

We, along with others in the real estate industry, consider FFO to be an appropriate supplemental measure of a REIT’s operating performance because it is
based on a net income analysis of property portfolio performance that excludes non-cash items such as depreciation and amortization and asset impairment write-
downs, which we believe provides a more complete understanding of our performance to investors and to our management, and when compared year over year,
reflects the impact on our operations from trends in occupancy.

Historical accounting convention (in accordance with GAAP) for real estate assets requires companies to report their investment in real estate at its carrying
value, which consists of capitalizing the cost of acquisitions, development, construction, improvements and significant replacements, less depreciation and
amortization and asset impairment write-downs, if any, which is not necessarily equivalent to the fair market value of their investment in real estate assets.

The historical accounting convention requires straight-line depreciation of buildings and improvements, which implies that the value of real estate assets
diminishes predictably over time, which could be the case if such assets are not adequately maintained or repaired and renovated as required by relevant
circumstances and/or as requested or required by lessees for operational purposes in order to maintain the value disclosed. We believe that, since the fair value of
real estate assets historically rises and falls with market conditions including, but not limited to, inflation, interest rates, the business cycle,
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unemployment and consumer spending, presentations of operating results for a REIT using historical accounting for depreciation could be less informative.

In addition, we believe it is appropriate to disregard asset impairment write-downs as they are non-cash adjustments to recognize losses on prospective sales
of real estate assets. Since losses from sales of real estate assets are excluded from FFO, we believe it is appropriate that asset impairment write-downs in advance
of realization of losses should be excluded. Impairment write-downs are based on negative market fluctuations and underlying assessments of general market
conditions, which are independent of our operating performance, including, but not limited to, a significant adverse change in the financial condition of our tenants,
changes in supply and demand for similar or competing properties, changes in tax, real estate, environmental and zoning laws, which can change over time. When
indicators of potential impairment suggest that the carrying value of real estate and related assets may not be recoverable, we assess the recoverability by
estimating whether we will recover the carrying value of the asset through undiscounted future cash flows and eventual disposition (including, but not limited to,
net rental and lease revenues, net proceeds on the sale of property and any other ancillary cash flows at a property or group level under GAAP). If based on this
analysis, we do not believe that we will be able to recover the carrying value of the real estate asset, we will record an impairment write-down to the extent that the
carrying value exceeds the estimated fair value of the real estate asset. Testing for indicators of impairment is a continuous process and is analyzed on a quarterly
basis or when indicators of impairment exist. Investors should note, however, that determinations of whether impairment charges have been incurred are based
partly on anticipated operating performance, because estimated undiscounted future cash flows from a property, including estimated future net rental and lease
revenues, net proceeds on the sale of the property, and certain other ancillary cash flows, are taken into account in determining whether an impairment charge has
been incurred. While impairment charges are excluded from the calculation of FFO as described above, investors are cautioned that due to the fact that identifying
impairments is based on estimated future undiscounted cash flows, it could be difficult to recover any impairment charges through the eventual sale of the property.

In developing estimates of expected future cash flows, we make certain assumptions regarding future market rental income amounts subsequent to the
expiration of current lease arrangements, property operating expenses, terminal capitalization and discount rates, the expected number of months it takes to re-lease
the property, required tenant improvements and the number of years the property will be held for investment. The use of alternative assumptions in the future cash
flow analysis could result in a different determination of the property’s future cash flows and a different conclusion regarding the existence of an asset impairment,
the extent of such loss, if any, as well as the carrying value of the real estate asset.

We calculate AFFO, a non-GAAP measure, by further adjusting FFO for the following items included in the determination of GAAP net income:
amortization of above- and below-market leases, along with the net of right-of-use assets- operating leases and right-of-use assets- finance lease, resulting from
above-and below-market leases, straight-line rent, acquisition expenses in connection with business combination transactions, discount amortization related to the
deferred liability in connection with the Internalization Transaction, impairment loss on goodwill, (gain) loss on extinguishment of debt, amortization of deferred
financing costs and stock-based compensation. Additionally, fair value adjustments, which are based on the impact of current market fluctuations and underlying
assessments of general market conditions but can also result from operational factors such as rental and occupancy rates, may not be directly related or attributable
to our current operating performance. By excluding such charges that may reflect anticipated and unrealized gains or losses, we believe AFFO provides useful
supplemental information.

By excluding acquisition expenses related to business combination transactions, the use of AFFO provides information consistent with management’s
analysis of the operating performance of its real estate assets. Since AFFO excludes acquisition expenses, it should not be construed as a historic performance
measure. As a result, the amount of proceeds available for investment and operations would be reduced, or we may incur additional interest expense as a result of
borrowed funds. Under GAAP, acquisition expenses related to acquisitions determined to be business combinations are expensed as incurred, including investment
transactions that are no longer under consideration, and, when incurred, are included in acquisition related expenses in the accompanying condensed consolidated
statements of comprehensive income and acquisition expenses associated with transactions determined to be an asset acquisition are capitalized. During 2020, we
incurred and paid acquisition expenses in connection with the Internalization Transaction, which consisted of legal fees and other payments to third parties,
including professional and financial advisors. All paid and accrued acquisition expenses have negative effects on returns to investors, the potential for future
distributions, and cash flows generated by us, unless earnings from operations or net sales proceeds from the disposition of other properties are generated to cover
the purchase price of the real estate asset, these fees and expenses and other costs related to such property. As a result, AFFO may not be an indicator of our
operating performance, especially during periods in which properties are being acquired.

AFFO is a metric used by management to evaluate our dividend policy. Additionally, we consider AFFO to be an appropriate supplemental measure of our
operating performance because it provides to stakeholders a more complete understanding of our sustainable performance.
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Presentation of this information is intended to assist management and investors in comparing the operating performance of different REITs, although it
should be noted that not all REITs calculate FFO and AFFO the same way, so comparisons with other REITs may not be meaningful. Furthermore, FFO and AFFO
are not necessarily indicative of cash flow available to fund cash needs and should not be considered as an alternative to net income as an indication of our
performance, as an indication of our liquidity, or indicative of funds available for our cash needs, including our ability to make distributions to our stockholders.
FFO and AFFO should be reviewed in conjunction with other measurements as an indication of our performance. FFO and AFFO have limitations as performance
measures. However, FFO and AFFO may be useful in assisting management and investors in assessing the sustainability of operating performance in future
operating periods. FFO and AFFO are not useful measures in evaluating net asset value since impairment write-downs are taken into account in determining net
asset value but not in determining FFO and AFFO.

FFO and AFFO, as described above, should not be construed to be more relevant or accurate than the current GAAP methodology in calculating net income
or in its applicability in evaluating our operational performance. The method used to evaluate the value and performance of real estate under GAAP should be
construed as a more relevant measure of operating performance and considered more prominent than the non-GAAP FFO and AFFO measures and the adjustments
to GAAP in calculating FFO and AFFO.
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Reconciliation of FFO and AFFO

The following is a reconciliation of net income attributable to common stockholders, which is the most directly comparable GAAP financial measure, to FFO
and AFFO for the three and nine months ended September 30, 2021 and 2020 (amounts in thousands, except share data and per share amounts):

 
Three Months Ended 

September 30,
Nine Months Ended 

September 30,
2021 2020 2021 2020

Net income attributable to common stockholders $ 371,645 $ 5,264 $ 390,583 $ 22,028 
Adjustments:
Depreciation and amortization 17,289 28,248 64,843 80,607 
Gain on real estate disposition from continuing operations — — — (2,703)
Gain on real estate dispositions from discontinued operations (398,560) — (395,801) — 
Impairment loss on real estate 10,241 — 27,166 — 
FFO attributable to common stockholders $ 615 $ 33,512 $ 86,791 $ 99,932 
Adjustments:
Amortization of intangible assets and liabilities 13 (2,810) (1,239) (4,067)
Reduction in the carrying amount of right-of-use assets - operating leases
and finance lease, net 189 235 674 702 
Straight-line rent (3,414) (5,235) (12,492) (16,146)
Internalization transaction expenses — 2,235 — 3,640 
Amortization of discount of deferred liability 163 — 272 — 
Impairment loss on goodwill — — 671 — 
Loss on extinguishment of debt 28,751 — 28,751 — 
Amortization of deferred financing costs 754 990 2,761 2,883 
Stock-based compensation 637 45 1,756 102 
AFFO attributable to common stockholders $ 27,708 $ 28,972 $ 107,945 $ 87,046 

Weighted average common shares outstanding - basic 223,661,774 221,346,730 223,079,613 221,293,405 

Weighted average common shares outstanding - diluted 223,661,774 221,346,730 223,079,613 221,335,874 

Weighted average common shares outstanding - diluted for FFO 224,652,226 221,406,461 224,044,442 221,335,874 

Net income per common share - basic $ 1.66 $ 0.02 $ 1.75 $ 0.10 

Net income per common share - diluted $ 1.66 $ 0.02 $ 1.75 $ 0.10 

FFO per common share - basic $ — $ 0.15 $ 0.39 $ 0.45 

FFO per common share - diluted $ — $ 0.15 $ 0.39 $ 0.45 

(1) During the three months ended September 30, 2020, we wrote off in-place intangible assets in the amounts of approximately $3,189,000, by accelerating the
amortization of the acquired intangible assets. During the nine months ended September 30, 2021 and 2020, we wrote off in-place lease intangible assets in
the amounts of approximately $1,120,000 and $4,673,000, respectively, by accelerating the amortization of the acquired intangible assets.

(2) Under GAAP, certain intangibles are accounted for at cost and reviewed for impairment. However, because real estate values and market lease rates
historically rise or fall with market conditions, management believes that by excluding charges related to amortization of these intangibles, AFFO provides
useful supplemental information on the performance of the real estate. During the nine months ended September 30, 2020, we wrote off an above-market
lease intangible asset in the amount of approximately $344,000, by accelerating the amortization of the acquired intangible asset. During the three and nine
months ended September 30, 2020, we wrote off one below-market lease intangible liability in the amount of approximately $1,974,000 by accelerating the
amortization of the acquired intangible liability.

(3) Under GAAP, rental revenue is recognized on a straight-line basis over the terms of the related lease (including rent holidays if applicable). This may result
in income recognition that is significantly different than the underlying contract terms. During the nine months ended September 30, 2021, we wrote off
approximately $70,000 of straight-line rent. During the three and nine months ended September 30, 2020, we wrote off approximately $64,000 of straight-
line rent. By adjusting for the change in straight-line rent receivable, AFFO may provide useful supplemental information on the

(1)

(2)

(3)

(4)

(5)
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realized economic impact of lease terms, providing insight on the expected contractual cash flows of such lease terms, and aligns with our analysis of
operating performance.

(4) Under GAAP, acquisition fees and expenses related to transactions determined to be business combinations are expensed as incurred. Internalization
transaction expenses consisted primarily of legal fees, as well as fees for other professional and financial advisors incurred in connection with the
Internalization Transaction. We believe that adjusting for such non-recurring items provides useful supplemental information because such expenses may not
be reflective of ongoing operations and aligns with our analysis of operating performance.

(5) During the nine months ended September 30, 2021, we wrote off goodwill related to three reporting units in the amount of approximately $671,000, which
was originally recognized as a part of the Internalization Transaction on September 30, 2020, as a result of a business combination. We believe that adjusting
for such non-recurring items provides useful supplemental information because such adjustments may not be reflective of ongoing operations and aligns with
our analysis of operating performance.

Item 3. Quantitative and Qualitative Disclosures About Market Risk.

Market risk includes risks that arise from changes in interest rates, foreign currency exchange rates, commodity prices, equity prices and other market
changes that affect market sensitive instruments. In pursuing our business plan, the primary market risk to which we are exposed is interest rate risk.

We have obtained variable rate debt financing to fund certain property acquisitions, and we are exposed to changes in the one-month LIBOR. Our objectives
in managing interest rate risk are to seek to limit the impact of interest rate changes on operations and cash flows, and to lower overall borrowing costs. To achieve
these objectives, we will borrow primarily at interest rates with the lowest margins available and, in some cases, with the ability to convert variable interest rates to
fixed rates.

In July 2017, the Financial Conduct Authority, or FCA, which regulates LIBOR, announced it intends to stop compelling banks to submit rates for the
calculation of LIBOR after 2021. As a result, the Federal Reserve Board and the Federal Reserve Bank of New York organized the Alternative Reference Rates
Committee which identified the Secured Overnight Financing Rate, or SOFR, as its preferred alternative to USD-LIBOR in derivatives and other financial
contracts. Subsequently, on March 5, 2021, the FCA announced that USD-LIBOR will no longer be published after June 30, 2023. This announcement has several
implications, including setting the spread that may be used to automatically convert contracts from LIBOR to SOFR. We are not able to predict when LIBOR will
cease to be available or when there will be sufficient liquidity in the SOFR markets. Any changes adopted by the FCA or other governing bodies in the method
used for determining LIBOR may result in a sudden or prolonged increase or decrease in reported LIBOR. If that were to occur, our interest payments could
change. In addition, uncertainty about the extent and manner of future changes may result in interest rates and/or payments that are higher or lower than if LIBOR
were to remain available in its current form.

In connection with the Data Center Sale, we terminated eight interest rate swap agreements related to mortgage notes fixed through interest rate swaps. As of
September 30, 2021, we had 7 interest rate swap agreements outstanding, which mature on various dates from April 2023 to December 2024, with an aggregate
notional amount under the swap agreements of $400,000,000. As of September 30, 2021, the aggregate settlement liability value was $8,942,000. The settlement
value of these interest rate swap agreements is dependent upon existing market interest rates and swap spreads. As of September 30, 2021, an increase of 50 basis
points in the market rates of interest would have resulted in a decrease to the settlement liability value of these interest rate swaps to $3,892,000. These interest rate
swap agreements were designated as hedging instruments.

As of September 30, 2021, of the $520,000,000 total principal debt outstanding, $120,000,000 was subject to variable interest rates, indexed to LIBOR, with
an interest rate of 1.8% per annum. As of September 30, 2021, an increase of 50 basis points in the market rates of interest would have resulted in an increase in
interest expense of approximately $600,000 per year. We are monitoring and evaluating the related risks, which include interest on variable rate debt and amounts
received and paid on derivative instruments. These risks may arise in connection with transitioning contracts to a new alternative rate, including any resulting value
transfer that may occur. The value of variable rate debt or derivative instruments tied to LIBOR may also be impacted by the transition from and discontinuance of
LIBOR. For some instruments, the method of transitioning to an alternative rate may be challenging, as they may require negotiation with the respective
counterparty.

If a contract is not transitioned to an alternative rate and LIBOR is discontinued, the impact on our interest rate swap agreements and variable rate debt is
likely to vary by agreement. If LIBOR is discontinued or if the methods of calculating LIBOR change from their current form, interest rates on our current or
future indebtedness may be adversely affected.

While we expect LIBOR to be available in substantially its current form until at least June 30, 2023, it is possible that LIBOR will become unavailable prior
to that point. This could result, for example, if sufficient banks decline to make
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submissions to the LIBOR administrator. In that case, the risks associated with the transition to an alternative reference rate will be accelerated and magnified.

Alternative rates and other market changes related to the replacement of LIBOR, including the introduction of financial products and changes in market
practices, may lead to risk modeling and valuation challenges, such as adjusting interest rate accrual calculations and building a term structure for an alternative
rate.

The introduction of an alternative rate also may create additional basis risk and increased volatility as alternative rates are phased in and utilized in parallel
with LIBOR.

Adjustments to systems and mathematical models to properly process and account for alternative rates will be required, which may strain the risk
management model and information technology functions and result in substantial incremental costs for us.

We have entered, and may continue to enter, into additional derivative financial instruments, such as interest rate swaps, in order to mitigate our interest rate
risk on a given variable rate financial instrument. To the extent we do, we are exposed to credit risk and market risk. Credit risk is the failure of the counterparty to
perform under the terms of the derivative contract. When the fair value of a derivative contract is positive, the counterparty owes us, which creates credit risk for
us. When the fair value of a derivative contract is negative, we owe the counterparty and, therefore, it does not possess credit risk. Market risk is the adverse effect
on the value of a financial instrument that results from a change in interest rates. We manage the market risk associated with interest rate contracts by establishing
and monitoring parameters that limit the types and degree of market risk that may be undertaken. We have not entered, and do not intend to enter, into derivative or
interest rate transactions for speculative purposes. We may also enter into rate-lock arrangements to lock interest rates on future borrowings.

In addition to changes in interest rates, the value of our future investments will be subject to fluctuations based on changes in local and regional economic
conditions and changes in the creditworthiness of tenants, which may affect our ability to refinance our debt, if necessary.

The following table summarizes our principal debt outstanding related to our credit facility as of September 30, 2021 (amounts in thousands):

September 30, 2021
Variable rate term loans fixed through interest rate swaps $ 400,000 
Variable rate term loans 120,000 

Total principal debt outstanding $ 520,000 

(1) As of September 30, 2021, the weighted average interest rate on our total debt outstanding was 2.9%.

We do not have any foreign operations and thus we are not exposed to foreign currency fluctuations.

Item 4. Controls and Procedures.

(a) Evaluation of disclosure controls and procedures. We maintain disclosure controls and procedures that are designed to ensure that information required to
be disclosed in our reports pursuant to the Securities Exchange Act of 1934, as amended, or the Exchange Act, is recorded, processed, summarized and reported
within the time periods specified in the rules and forms, and that such information is accumulated and communicated to us, including our chief executive officer
and chief financial officer, as appropriate, to allow timely decisions regarding required disclosure. In designing and evaluating the disclosure controls and
procedures, we recognize that any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving the
desired control objectives, as ours are designed to do, and we necessarily were required to apply our judgment in evaluating whether the benefits of the controls
and procedures that we adopt outweigh their costs.

As required by Rules 13a-15(b) and 15d-15(b) of the Exchange Act, we conducted an evaluation as of September 30, 2021, under the supervision and with
the participation of our management, including our chief executive officer and chief financial officer, of the effectiveness of our disclosure controls and procedures
(as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act). Based on this evaluation, our chief executive officer and chief financial officer concluded
that our disclosure controls and procedures, as of September 30, 2021, were effective at a reasonable assurance level.

(b) Changes in internal control over financial reporting. There have been no changes in our internal controls over financial reporting (as defined in Rules
13a-15(f) and 15d-15(f) of the Exchange Act) that occurred during the three months ended September 30, 2021, that have materially affected, or are reasonably
likely to materially affect, our internal control over financial reporting.

 (1)
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings.

We are not aware of any material pending legal proceedings to which we are a party or to which our properties are the subject. See Note 17—"Commitments
and Contingencies" to the condensed consolidated financial statements that are a part of this Quarterly Report on Form 10-Q.

Item 1A. Risk Factors
There have been no material changes from the risk factors set forth in our Annual Report on Form 10-K for the year ended December 31, 2020, as filed with the
SEC on March 24, 2021.

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

Unregistered Sales of Equity Securities

On July 1, 2021, we granted an aggregate of 40,276 shares of restricted Class A common stock to our five independent directors. Each independent director
received 8,055 shares of restricted Class A common stock that vest on a monthly basis over a one-year period from the date of grant. The awards were granted
under and subject to the terms of our Amended and Restated 2014 Restricted Share Plan and an award agreement.

The foregoing issuance of the restricted shares of our Class A common stock were not registered under the Securities Act and were issued in reliance on
Section 4(a)(2) of the Securities Act. There were no other sales of unregistered securities during the three months ended September 30, 2021.

During the three months ended September 30, 2021, we fulfilled the following repurchase requests pursuant to our Share Repurchase Program:

Period
Total Number of 

Shares Repurchased

Average 
Price Paid per 

Share

Total Number of Shares 
Purchased as Part of Publicly 

Announced Plans and Programs

Approximate Dollar Value 
of Shares Available that may yet 

be Repurchased under the 
Program

July 2021 — $ — — $ — 
August 2021 303,247 $ 8.20 — $ — 
September 2021 — $ — — $ — 
Total 303,247 — 

During the three months ended September 30, 2021, we repurchased approximately $2,486,000 of Class A shares, Class I shares and Class T shares of
common stock.

Item 3. Defaults Upon Senior Securities.

None.

Item 4. Mine Safety Disclosures.

Not applicable.

Item 5. Other Information.

None.
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Item 6. Exhibits.

Effective September 30, 2020, Carter Validus Mission Critical REIT II, Inc., Carter Validus Operating Partnership II, LP, CVMC REIT II, LLC, CVOP
Partner, LLC, Carter/Validus Operating Partnership, LP and CV Manager, LLC changed their names to Sila Realty Trust, Inc., Sila Realty Operating Partnership,
LP, Sila REIT, LLC, Sila Partner, LLC, Sila Operating Partnership, LP and Sila Realty Management Company, LLC, respectively. With respect to documents
executed prior to the name change, the following Exhibit List refers to the entity names used prior to the name changes in order to accurately reflect the names of
the entities that appear on such documents.

Exhibit 
No:    

3.1

  

Second Articles of Amendment and Restatement of Carter Validus Mission Critical REIT II, Inc. (included as Exhibit 3.1 to Post-Effective
Amendment No. 1 to the Registrant’s Registration Statement on Form S-11 (File No. 333-191706) filed June 12, 2014, and incorporated
herein by reference).

3.2
  

Amended and Restated Bylaws of Carter Validus Mission Critical REIT II, Inc. (included as Exhibit 3.2 to Pre-Effective Amendment No. 3
to the Registrant’s Registration Statement on Form S-11 (File No. 333-191706) filed May 9, 2014, and incorporated herein by reference).

3.3 Articles Supplementary of Carter Validus Mission Critical REIT II, Inc., filed on January 13, 2017 (included as Exhibit 3.1 to the
Registrant's Current Report on Form 8-K (File No. 000-55435) filed on January 18, 2017, and incorporated herein by reference).

3.4 Articles Supplementary of Carter Validus Mission Critical REIT II, Inc., filed on June 2, 2017 (included as Exhibit 3.1 to the Registrant's
Current Report on Form 8-K (File No. 000-55435) filed on June 6, 2017, and incorporated herein by reference.

3.5 Articles of Amendment of Carter Validus Mission Critical REIT II, Inc., filed on August 18, 2017 (included as Exhibit 3.1 to the
Registrant's Current Report on Form 8-K (File No. 000-55435) filed on August 22, 2017, and incorporated herein by reference).

3.6 Certificate of Correction to the Articles Supplementary of Carter Validus Mission Critical REIT II, Inc. (included as Exhibit 3.1 to the
Registrant's Current Report on Form 8-K (File No. 000-55435) filed on July 2, 2018, and incorporated herein by reference).

3.7 Articles of Amendment of Carter Validus Mission Critical REIT II, Inc., dated December 12, 2019 (included as Exhibit 3.1 to the
Registrant's Current Report on Form 8-K (File No. 000-55435) filed on December 12, 2019, and incorporated herein by reference).

3.8 Articles of Amendment (included as Exhibit 3.1 to the Registrant's Current Report on Form 8-K (File No. 000-55435) filed on September
30, 2020, and incorporated herein by reference).

4.1
  

Subscription Agreement and Subscription Agreement Signature Page (included as Appendix B to the prospectus, incorporated by reference
to the Registrant's final prospectus filed pursuant to Rule 424(b)(3), filed on November 27, 2017 (File No. 333-217579)).

4.2
  

Additional Subscription Agreement and Subscription Agreement Signature Page (included as Appendix C to the prospectus. incorporated by
reference to the Registrant's final prospectus filed pursuant to Rule 424(b)(3), filed on November 27. 2017 (File No. 333-217579)).

4.3
  

Automatic Purchase Program Enrollment Form (included as Appendix D to the prospectus, incorporated by reference to the Registrant's
final prospectus filed pursuant to Rule 424(b)(3), filed on November 27, 2017, and incorporated herein by reference).

4.4

  

Third Amended and Restated Distribution Reinvestment Plan (included as Appendix E to the prospectus attached to Post-Effective
Amendment No. 11 to the Registrant’s Registration Statement on Form S-11 (File No. 333-191706) filed on January 20, 2017, and
incorporated herein by reference).

4.5 Fourth Amended and Restated Distribution Reinvestment Plan (included as Appendix A in the prospectus that is part of the Registrant's
Registration Statement on Form S-3 (File No. 333-220940), filed on December 6, 2017, and incorporated herein by reference).

4.6
  

Form of Multi-Product Subscription Agreement (included as Appendix F to the prospectus, incorporated by reference to the Registrant's
final prospectus filed pursuant to Rule 424(b)(3), filed on February 10, 2017 (File No. 333-191706)).

4.7 Description of Capital Stock Registered Under Section 12 of the Securities Exchange Act of 1934, as amended (included as Exhibit 4.7 to
the Registrant's Annual Report on Form 10-K (File No. 000-55435) filed on March 27, 2020, and incorporated herein by reference).
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10.1 Third Amendment to Fourth Amended and Restated Credit Agreement, dated July 20, 2021, by and among Sila Realty Trust, Inc, as
Borrower, Sila Realty Operating Partnership, LP and certain of Sila Realty Trust, Inc.'s subsidiaries, as Guarantors, KeyBank National
Association, as lender and Administrative Agent, and the other lenders listed as lenders in the Fourth Amended and Restated Credit
Agreement (included as Exhibit 10.2 to the Registrant's Current Report on Form 8-K/A (File No. 000-55435) filed on July 23, 2021, and
incorporated herein by reference).

10.2 Third Amendment to Term Loan Agreement, dated July 20, 2021, by and among Sila Realty Trust, Inc., as Borrower, Sila Realty
Operating Partnership, LP and certain of Sila Realty Trust, Inc.'s subsidiaries, as Guarantors, KeyBank National Association, as lender
and Administrative Agent, and the other lenders listed as lenders in the Term Loan Agreement (included as Exhibit 10.3 to the
Registrant's Current Report on Form 8-K/A (File No. 000-55435) filed on July 23, 2021, and incorporated herein by reference).

10.3 Joinder Agreement (Master Credit Facility), dated August 17, 2021, by HCII-330 W. BEN WHITE BOULEVARD, LLC, HCPII-HPI
3100 SW 89th STREET, LLC, HCII-555 MIDTOWNE STREET NE, LLC, HCII-92 BRICK ROAD, LLC, HCII HPI-9800
BROADWAY EXTENSION, LLC, HCPII-TEXAS REHAB HOSPITAL PORTFOLIO, LLC and HCII-HPI HEALTHCARE
PORTFOLIO, LLC, to KeyBank National Association, as Agent (included as Exhibit 10.1 to the Registrant's Current Report on Form 8-K
(File No. 000-55435) filed on August 19, 2021, and incorporated herein by reference).

10.4 Joinder Agreement (Term Loan), dated August 17, 2021, by HCII-330 W. BEN WHITE BOULEVARD, LLC, HCPII-HPI 3100 SW 89th
STREET, LLC, HCII-555 MIDTOWNE STREET NE, LLC, HCII-92 BRICK ROAD, LLC, HCII HPI-9800 BROADWAY
EXTENSION, LLC, HCPII-TEXAS REHAB HOSPITAL PORTFOLIO, LLC and HCII-HPI HEALTHCARE PORTFOLIO, LLC, to
KeyBank National Association, as Agent (included as Exhibit 10.2 to the Registrant's Current Report on Form 8-K (File No. 000-55435)
filed on August 19, 2021, and incorporated herein by reference).

10.5† Form of Amended Deferred Stock Award Agreement (included as Exhibit 10.1 to the Registrant's Current Report on Form 8-K (File No.
000-55435) filed on September 10, 2021, and incorporated herein by reference).

31.1* Certification of Chief Executive Officer, pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
31.2* Certification of Chief Financial Officer, pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
32.1** Certification of Chief Executive Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the

Sarbanes-Oxley Act of 2002
32.2** Certification of Chief Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the

Sarbanes-Oxley Act of 2002

101.INS* XBRL Instance Document
101.SCH* Inline XBRL Taxonomy Extension Schema Document
101.CAL* Inline XBRL Taxonomy Extension Calculation Linkbase Document
101.DEF* Inline XBRL Taxonomy Extension Definition Linkbase Document
101.LAB* Inline XBRL Taxonomy Extension Label Linkbase Document
101.PRE* Inline XBRL Taxonomy Extension Presentation Linkbase Document
104* Cover Page Interactive Data File (embedded within the Inline XBRL document and contained in Exhibit 101).

* Filed herewith.
** Furnished herewith in accordance with Item 601(b)(32) of Regulation S-K, this Exhibit is not deemed “filed” for purposes of Section 18 of the Exchange

Act or otherwise subject to the liabilities of that section. Such certifications will not be deemed incorporated by reference into any filing under the
Securities Act, except to the extent that the registrant specifically incorporates it by reference.

† Management contract or compensatory plan.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

SILA REALTY TRUST, INC.
(Registrant)

Date: November 12, 2021 By: /s/    MICHAEL A. SETON
Michael A. Seton

Chief Executive Officer
(Principal Executive Officer)

Date: November 12, 2021 By: /s/    KAY C. NEELY
Kay C. Neely

Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)



Exhibit 31.1

CERTIFICATIONS OF PRINCIPAL EXECUTIVE OFFICER

PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Michael A. Seton, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Sila Realty Trust, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the

statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the

financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in

Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to

ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

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

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

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

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably

likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control

over financial reporting.

Date: November 12, 2021
 

 /s/ Michael A. Seton
Michael A. Seton
Chief Executive Officer and President
(Principal Executive Officer)



Exhibit 31.2

CERTIFICATIONS OF PRINCIPAL FINANCIAL OFFICER

PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Kay C. Neely, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Sila Realty Trust, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the

statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the

financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in

Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to

ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

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

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

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

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably

likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control

over financial reporting.

Date: November 12, 2021

 /s/ Kay C. Neely
Kay C. Neely
Chief Financial Officer and Treasurer
(Principal Financial Officer)

 



Exhibit 32.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

(18 U.S.C 1350)

In connection with the Quarterly Report on Form 10-Q of Sila Realty Trust, Inc., or the Company, for the period ended September 30, 2021, as filed with the
Securities and Exchange Commission on the date hereof, or the Report, Michael A. Seton, as Chief Executive Officer of the Company hereby certifies, to the best
of his knowledge, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:

(i) The accompanying Report of the Company fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act
of 1934, as amended; and

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

Date: November 12, 2021
By: /s/ Michael A. Seton
Name: Michael A. Seton
Title: Chief Executive Officer and President

(Principal Executive Officer)

The foregoing certification is being furnished with the Company’s Quarterly Report on Form 10-Q for the period ended September 30, 2021 pursuant to 18
U.S.C. Section 1350. It is not being filed for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, and it is not to be incorporated by
reference into any filing of the Company, whether made before or after the date hereof, regardless of any general information language in such filing, except to the
extent that the Company specifically incorporates by reference.

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



Exhibit 32.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

(18 U.S.C 1350)

In connection with the Quarterly Report on Form 10-Q of Sila Realty Trust, Inc., or the Company, for the period ended September 30, 2021, as filed with the
Securities and Exchange Commission on the date hereof, or the Report, Kay C. Neely, as Chief Financial Officer of the Company hereby certifies, to the best of
her knowledge, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:

(i) The accompanying Report of the Company fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act
of 1934, as amended; and

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

Date: November 12, 2021
By: /s/ Kay C. Neely
Name: Kay C. Neely
Title: Chief Financial Officer

(Principal Financial Officer)

The foregoing certification is being furnished with the Company’s Quarterly Report on Form 10-Q for the period ended September 30, 2021 pursuant to 18
U.S.C. Section 1350. It is not being filed for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, and it is not to be incorporated by
reference into any filing of the Company, whether made before or after the date hereof, regardless of any general information language in such filing, except to the
extent that the Company specifically incorporates by reference.

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


