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PART I. FINANCIAL INFORMATION

Universal Health Realty Income Trust
Condensed Consolidated Statements of Income
For the Three Months Ended March 31, 2005 and 2004
(amounts in thousands, except per share amounts)

(unaudited)
Three Months Ended
March 31,
2005 2004
Revenues:
Base rental - UHS facilities $ 3,373 $ 2,870
Base rental - Non-related parties 2,795 2,270
Bonus rental - UHS facilities 1,223 1,262
Tenant reimbursements and other - Non-related parties 832 440
Tenant reimbursements and other - UHS facilities 268 —
8,491 6,842
Expenses:
Depreciation and amortization 1,408 1,079
Advisory fees to UHS 355 374
Other operating expenses 1,574 789
3,337 2,242
Income before equity in unconsolidated limited liability companies (“LLCs”), property damage recovered from
UHS and interest expense 5,154 4,600
Equity in income of unconsolidated LLCs (including gain on sale of real property of $1,061 during the three month period
ended March 31, 2005) 1,981 849
Property damage recovered from UHS 1,528 —
Interest expense (1,083) (649)
Income from continuing operations 7,580 4,800
Income from discontinued operations, net — 248
Net income $ 7,580 $ 5,048
Basic earnings per share:
From continuing operations $ 0.64 $ 041
From discontinued operations — $ 0.02
Total basic earnings per share $ 064 $ 043
Diluted earnings per share:
From continuing operations $ 064 $ 041
From discontinued operations — $ 0.02
Total diluted earnings per share $ 064 $ 043
Weighted average number of shares outstanding - Basic 11,756 11,737
Weighted average number of share equivalents 74 68
Weighted average number of shares and equivalents outstanding - Diluted 11,830 11,805

See accompanying notes to condensed consolidated financial statements.
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Universal Health Realty Income Trust
Condensed Consolidated Balance Sheets
(dollar amounts in thousands)
(unaudited)

Assets:

Real Estate Investments:
Buildings and improvements
Accumulated depreciation

Land
Construction in progress

Net Real Estate Investments

Investments in and advances to limited liability companies (“LLCs™)

Other Assets:
Cash
Bonus rent receivable from UHS
Rent receivable - other
Deferred charges and other assets, net

Total Assets

Liabilities and Shareholders’ Equity:
Liabilities:
Line of credit borrowings
Mortgage note payable, non-recourse to us
Mortgage notes payable of consolidated LLCs, non-recourse to us
Accrued interest
Accrued expenses and other liabilities
Fair value of derivative instruments
Tenant reserves, escrows, deposits and prepaid rents

Total Liabilities

Minority interests

Shareholders’ Equity:
Preferred shares of beneficial interest, $.01 par value; 5,000,000 shares authorized; none issued outstanding
Common shares, $.01 par value; 95,000,000 shares authorized; issued and outstanding: 2005 - 11,760,881; 2004 -
11,755,670
Capital in excess of par value
Cumulative net income
Accumulated other comprehensive loss
Cumulative dividends

Total Shareholders’ Equity

Total Liabilities and Shareholders’ Equity

See accompanying notes to condensed consolidated financial statements.
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March 31, December 31,
2005 2004
$ 193,886 $ 189,859
(58,149) (56,803)
135,737 133,056
23,143 23,143
— 1,863
158,880 158,062
30,467 40,523
7,239 3,588
1,223 1,128
468 392
961 890
$ 199,238 $ 204,583
$ 12,700 $ 20,000
4,055 4,083
22,083 22,127
392 417
1,876 1,902
709 1,059
734 703
42,549 50,291
242 239
118 118
186,424 186,275
252,334 244,754
(392) (994)
(282,037) (276,100)
156,447 154,053
$ 199,238 $ 204,583
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Universal Health Realty Income Trust
Condensed Consolidated Statements of Cash Flows
(amounts in thousands)

(unaudited)
Three months ended
March 31,
2005 2004
Cash flows from operating activities:
Net income $ 7,580 $ 5,048
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 1,408 1,146
Gain on sale of property by LLC (1,061) —
Property damage recovered from UHS (1,528) —
Net loss on ineffective cash flow hedge 252 —
Changes in assets and liabilities:
Rent receivable (171) (141)
Accrued expenses and other liabilities (26) (64)
Tenant escrows, deposits and prepaid rents 31 €)
Accrued interest (25) 2
Other, net (130) 12
Net cash provided by operating activities 6,330 5,994
Cash flows from investing activities:
Investments in limited liability companies (“LLCs™) — (1,112)
Advances received from LLCs, net 5,880 —
Cash distributions in excess of income from LLCs 275 574
Cash distributions from sale of property by LLC 2,851 —
Cash distributions from refinancing proceeds from LLCs 2,111 —
Additions to real estate investments (636) (19)
Net cash provided by (used in) investing activities 10,481 (557)
Cash flows from financing activities:
Net repayments on line of credit (7,300) (51)
Repayments of mortgage notes payable of consolidated LLCs (44) —
Repayments of mortgage notes payable (28) (25)
Fees for new revolving credit facility — —
Dividends paid (5,937) (5,810)
Issuance of shares of beneficial interest 149 299
Net cash used in financing activities (13,160) (5,587)
Increase (decrease) in cash 3,651 (150)
Cash due to the initial consolidation of variable interest entities — 628
Cash, beginning of period 3,588 628
Cash, end of period $ 7,239 $ 1,106
Supplemental disclosures of non-cash investing activities:
Real estate recovered from UHS $ 1,528 $ —
Supplemental disclosures of cash flow information:
Interest paid $ 856 $ 647

See accompanying notes to condensed consolidated financial statements.

Page 5 of 30



Table of Contents

UNIVERSAL HEALTH REALTY INCOME TRUST
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2005
(unaudited)

(1) General

This Report on Form 10-Q is for the Quarterly Period ended March 31, 2005. In this Quarterly Report, “we,” “us,” “our” and the “Trust” refer to Universal Health
Realty Income Trust.

You should carefully review all of the information contained in this Quarterly Report, and should particularly consider any risk factors that we set forth in this
Quarterly Report and in other reports or documents that we file from time to time with the SEC. In this Quarterly Report, we state our beliefs of future events and
of our future financial performance. In some cases, you can identify those so-called “forward-looking statements” by words such as “may,” “will,” “should,”
“expects,” “plans,” “anticipates,” “believes,” “estimates,” “predicts,” “potential,” or “continue” or the negative of those words and other comparable words. You
should be aware that those statements are only our predictions. Actual events or results may differ materially. In evaluating those statements, you should
specifically consider various factors, including the risks outlined in Item 2, Management’s Discussion and Analysis of Financial Condition and Results of
Operations, under Forward Looking Statements and Certain Risk Factors. Those factors may cause our actual results to differ materially from any of our forward-
looking statements.

2« » <« » 2«

In this Quarterly Report on Form 10-Q, the term “revenues” does not include the revenues of the unconsolidated limited liability companies in which we have
various non-controlling equity interests ranging from 33% to 98%. We currently account for our share of the income/loss from these investments by the equity
method (see Note 8). As of March 31, 2005, we had investments or commitments in twenty-two limited liability companies (“LLCs”), nineteen of which are
accounted for by the equity method and three that are consolidated in the results of operations as of April 1, 2004. Effective March 31, 2004, we adopted FASB
Interpretation No. 46R (“FIN 46R”), “Consolidation of Variable Interest Entities”, an Interpretation of ARB No. 51. As a result of our related party relationship
with UHS, and certain master lease, lease assurance or lease guarantee arrangements between UHS and various properties owned by three LL.Cs in which we own
a 98% or 99% non-controlling ownership interest, these LLCs are considered to be variable interest entities. In addition, we are the primary beneficiary of these
LLC investments as a result of our level of investment in the entities. Consequently, we began consolidating the results of operations of these three LLC
investments. There was no impact on our net income as a result of the consolidation of these LLCs. The remaining LL.Cs are not variable interest entities and
therefore are not subject to the consolidation requirements of FIN 46R.

The financial statements included herein have been prepared by us, without audit, pursuant to the rules and regulations of the Securities and Exchange
Commission and reflect all normal and recurring adjustments which, in our opinion, are necessary to fairly present results for the interim periods. Certain
information and footnote disclosures normally included in financial statements prepared in accordance with generally accepted accounting principles have been
condensed or omitted pursuant to such rules and regulations, although we believe that the accompanying disclosures are adequate to make the information
presented not misleading. It is suggested that these financial statements be read in conjunction with the financial statements, accounting policies and the notes
thereto included in our Annual Report on Form 10-K for the year ended December 31, 2004. Certain prior year amounts have been reclassified to conform with
current year financial statement presentation.
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(2) Relationship with Universal Health Services, Inc. (“UHS”) and Related Party Transactions

UHS of Delaware, Inc. (the “Advisor”), a wholly-owned subsidiary of UHS, serves as Advisor to us under an Advisory Agreement (the “Advisory Agreement”)
dated December 24, 1986. Under the Advisory Agreement, the Advisor is obligated to present an investment program to us, to use its best efforts to obtain
investments suitable for such program (although it is not obligated to present any particular investment opportunity to us), to provide administrative services to us
and to conduct our day-to-day affairs. In performing its services under the Advisory Agreement, the Advisor may utilize independent professional services,
including accounting, legal, tax and other services, for which the Advisor is reimbursed directly by us. The Advisory Agreement expires on December 31 of each
year, however, it is renewable by us, subject to a determination by the Independent Trustees who are unaffiliated with UHS, that the Advisor’s performance has
been satisfactory. The Advisory Agreement may be terminated for any reason upon sixty days written notice by us or the Advisor. The Advisory Agreement has
been renewed for 2005. All transactions between us and UHS must be approved by the Independent Trustees.

The Advisory Agreement provides that the Advisor is entitled to receive an annual advisory fee equal to .60% of our average invested real estate assets, as
derived from our consolidated balance sheet from time to time. The Advisory fee is payable quarterly, subject to adjustment at year-end based upon our audited
financial statements. Our officers are all employees of the Advisor and although we have no salaried employees, certain officers do receive stock-based
compensation from time to time. Advisory fees incurred and payable to UHS amounted to $355,000 and $374,000 for the three months ended March 31, 2005
and 2004, respectively.

At March 31, 2005, subsidiaries of UHS leased five hospital facilities owned by us with terms expiring in 2006 through 2009. The leases with subsidiaries of
UHS are unconditionally guaranteed by UHS and are cross-defaulted with one another. Pursuant to the terms of our leases with subsidiaries of UHS, we earn
fixed monthly base rents plus bonus rents based upon each facility’s net patient revenue in excess of base amounts. The bonus rents are computed and paid on a
quarterly basis, based upon a computation that compares current quarter revenue to a corresponding quarter in the base year. These leases contain remaining
renewal options ranging from two to five, five-year periods. Pursuant to the terms of the leases with UHS, UHS has the option to purchase the respective leased
facilities at the end of the lease terms or any renewal terms at the appraised market value. In addition, UHS has the rights of first refusal to: (i) purchase the
respective leased facilities during and for 180 days after the lease terms at the same price, terms and conditions of any third-party offer, or; (ii) renew the lease on
the respective leased facility at the end of, and for 180 days after, the lease term at the same terms and conditions pursuant to any third-party offer.

Upon the December, 2004 lease expiration on the Virtue Street Pavilion, the former lessee (a wholly-owned subsidiary of UHS), exercised its option pursuant to
the terms of the lease and purchased the facility at its appraised fair market value of $7,320,000. Prior to the transaction, the annual minimum rent payable to us
under the lease was $1,261,000 and no bonus rent was earned on this facility during 2004. As a result of this transaction, our future funds from operations and
results of operations will likely be adversely affected since at interest rates as
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currently projected, the reduction in annual interest expense resulting from repayment of borrowings using the $7.3 million of sale proceeds is likely to be
approximately $1 million less than the annual rental payments earned by us pursuant to the terms of the lease. During the three month period ended March 31,
2004, we earned $315,000 of revenue, incurred $67,000 of depreciation expense and generated $248,000 of net income in connection with this facility. These
operating results were reflected as “Income from discontinued operations, net” in the Consolidated Statements of Income for the three months ended March 31,
2004.

Excluding the lease on the Virtue Street facility, the combined revenues generated from the leases on the other five UHS hospital facilities, accounted for
approximately 48% and 60% for the three month periods ended March 31, 2005 and 2004, respectively, of our consolidated revenues. Including 100% of the
revenues generated at the unconsolidated LL.Cs in which we have various non-controlling equity interests ranging from 33% to 98%, the combined revenues
generated from the five UHS hospital facilities, accounted for approximately 26% for both three month periods ended March 31, 2005 and 2004, of our combined
consolidated and unconsolidated revenues. In addition, five medical office buildings owned by LLCs in which we hold various non-controlling equity interests,
include tenants which are subsidiaries of UHS.

During the third quarter of 2004, Wellington Regional Medical Center, our 121-bed acute care facility located in West Palm Beach, Florida, sustained storm
damage caused by a hurricane. This facility is leased by a wholly-owned subsidiary of UHS and pursuant to the terms of the lease, UHS is responsible for
maintaining replacement cost property insurance for the facility, a substantial portion of which is insured by a commercial carrier. The facility did not experience
significant business interruption. Our Consolidated Statements of Income for the year ended December 31, 2004, included a property write-down charge of $1.9
million representing the estimated net book value of the damaged assets. This property charge was offset at that time by an equal amount recoverable from UHS.
During 2004, UHS incurred approximately $1.9 million in replacement costs in connection with this property and that amount was included as construction in
progress on our Consolidated Balance Sheet as of December 31, 2004. During the first quarter of 2005, UHS incurred an additional $1.5 million in replacement
costs. Since these additional costs have also been recovered from UHS, $1.5 million has been included in net income during the three month period ended March
31, 2005. As of March 31, 2005, UHS spent a total of approximately $3.4 million to replace the damaged property at this facility and this amount is reflected as
buildings and improvements on our Condensed Consolidated Balance Sheet. We expect additional replacement costs to be incurred in connection with this
property and the additional costs will also be recoverable from UHS.

UHS has the option to purchase our shares of beneficial interest at fair market value to maintain a 5% interest in the Trust. As of March 31, 2005, UHS owned
6.7% of the outstanding shares of beneficial interest.

(3) Dividends

A dividend of $.505 per share or $5.9 million in the aggregate was declared by the Board of Trustees on March 1, 2005 and was paid on March 31, 2005 to
shareholders of record as of March 16, 2005. Additionally, a dividend of $.555 per share, or approximately $6.5 million in the aggregate was declared by the
Board of Trustees on April 21, 2005 and is payable on May 31, 2005 to shareholders of record as of May 16, 2005.
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(4) Acquisitions and Dispositions

During the first quarter of 2005, Bayway Properties, a LLC in which we owned a 73% non-controlling ownership interest, sold the real estate assets of the East
Mesa Medical Center, which is located in Mesa, Arizona. Our share of the net sale proceeds resulting from this transaction was $2.9 million. The transaction
resulted in a gain of approximately $1.1 million which is included in our results of operations for the three months ended March 31, 2005.

During the first quarter of 2005, we committed to invest a total of up to $11.0 million ($3.0 million in equity and $8.0 million in debt financing, none of which
was funded as of March 31, 2005) in exchange for a 95% non-controlling interest in a LLC that will develop, construct, own and operate the Spring Valley
Medical Office Building II, located in Las Vegas, Nevada. This LLC is expected to open during the second quarter of 2006. This MOB will be 50% master leased
for five years by Valley Health System (“VHS”), a majority-owned subsidiary of UHS, on a triple net basis. The master lease for each suite will be cancelled at
such time that the suite is leased to another tenant acceptable to the LLC and VHS for a minimum term of five years.

(5) Financial Instruments
Cash Flow Hedges

At January 1, 2005, we had two $10 million interest rate swap agreements outstanding having a total notional principal amount of $20 million which mature from
July, 2006 through November, 2006. The interest rate swap agreements were entered into in anticipation of certain forecasted borrowing transactions made by us.
During the first quarter of 2005, based on revised borrowing forecasts, one of these $10 million interest rate swap agreements was deemed to be ineffective. In
connection with this ineffective interest rate swap agreement, we recorded a net loss of $252,000 which is included in interest expense during the first quarter of
2005, consisting of the following: (i) a loss of $515,000 representing the amount recorded in accumulated other comprehensive income (“AOCI”) as of January 1,
2005, and; (ii) a gain of $263,000 to recognize the change in fair value of this derivative during the three months ended March 31, 2005. During the three months
ended March 31, 2004, we recorded losses of $10,000 to recognize the ineffective portion of these cash flow hedging instruments.

We also recorded in AOCI, increases of $87,000 and $62,000 for the three month periods ended March 31, 2005 and 2004, respectively, to recognize the change
in fair value of the effective portion of derivatives that are designated as cash flow hedging instruments. Such income or losses will be reclassified into earnings
as the underlying hedged item affects earnings, such as when the forecasted interest payments occur. Assuming the yield curve remains unchanged from March
31, 2005, it is expected that approximately $263,000 of net losses in AOCI will be reclassified into earnings within the next twelve months. The maximum
amount of time over which we are hedging a portion of our exposure to the variability in future cash flows for forecasted transactions is through November, 2006.

(6) Comprehensive Income

Comprehensive income represents net income plus the results of certain non-shareholders’ equity changes not reflected in the Condensed Consolidated
Statements of Income. The components of comprehensive income are as follows (in thousands):

Three Months Ended
March 31,

2005 2004
Net income $ 7,580 $ 5,048
Other comprehensive income:
Adjustment for losses reclassified into income 606 361
Unrealized derivative gains/(losses) on cash flow hedges 4) (299)
Comprehensive income $ 8,182 $ 5,110
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(7) Stock-Based Compensation

At March 31, 2005, we have two stock-based compensation plans. We account for these plans under the recognition and measurement principles of APB Opinion
No. 25, “Accounting for Stock Issued to Employees,” and related Interpretations. No compensation cost is reflected in net income for stock option grants, as all
options granted under the plan had an original exercise price equal to the market value of the underlying shares on the date of grant.

The Securities and Exchange Commission’s (SEC) Office of the Chief Accountant and its Division of Corporation Finance announced the release of Staff
Accounting Bulleting No. 107, “Share-Based Payment” (SAB 107) in response to frequently asked questions and to provide the SEC staff’s views regarding the
application of Statement of Financial Accounting Standards No. 123 (revised 2004), Share-Based Payments (SFAS 123(R)). SAB 107 provides interpretive
guidance related to the interaction between SFAS 123(R) and certain SEC rules and regulations; addresses the staff’s views on the subject of valuation of share-
based payment transactions for public companies; and reiterates the importance of disclosures related to share-based payment transactions in the financial
statements filed with the SEC.

In December 2004, the FASB issued SFAS No. 123(R), “Share-Based Payment,” a revision of SFAS No. 123. SFAS No. 123(R) requires a public entity to
measure the cost of employee services received in exchange for an award of equity instruments based on the grant date fair value of the award (with limited
exceptions), eliminating the alternative previously allowed by SFAS No. 123 to use the intrinsic value method of accounting. The grant date fair value will be
estimated using option-pricing models adjusted for the unique characteristics of the instruments using methods similar to those required by SFAS No. 123 and
currently used by us to calculate pro forma net income and earnings per share disclosures. The cost will be recognized ratably over the period during which the
employee is required to provide services in exchange for the award.

The SEC deferred the effective date for SFAS 123(R) for public companies from the interim to the first annual period beginning after June 15, 2005. Accordingly,
we will adopt SFAS No. 123(R) as of January 1, 2006. As a result of adopting SFAS No. 123(R), we will recognize as compensation cost in our financial
statements the unvested portion of existing options granted prior to the effective date and the cost of stock options granted to employees after the effective date
based on the fair value of the stock options at grant date. Based on stock options outstanding at March 31, 2005, the adoption of SFAS 123(R) is not expected to
have a material impact on our 2006 consolidated financial statements.
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The following table illustrates the effect on net income and earnings per share if we had applied the fair value recognition provisions of FASB Statement No. 123,
“Accounting for Stock-Based Compensation,” for the three months ended March 31, 2005 and 2004. We recognize compensation cost related to restricted share

awards over the respective vesting periods. As of March 31, 2005, there were no unvested restricted share awards outstanding.

Income from continuing operations
Income from discontinued operations, net

Net income

Income from continuing operations

Add: total stock-based compensation expenses included in net income
Deduct: total stock-based employee compensation expenses determined under fair value based methods for all awards:

Pro forma net income from continuing operations

Income from discontinued operations, net
Total pro forma net income

Basic earnings per share, as reported:
From continuing operations

From discontinued operations

Total basic earnings per share, as reported

Basic earnings per share, pro forma:
From continuing operations
From discontinued operations

Total basic earnings per share, pro forma
Diluted earnings per share, as reported:
From continuing operations

From discontinued operations

Total diluted earnings per share, as reported
Diluted earnings per share, pro forma:
From continuing operations

From discontinued operations

Diluted earnings per share

(8) Summarized Financial Information of Equity Affiliates

Three Months Ended
March 31,

2005

2004

(in thousands, except per
share data)

$ 7,580 $ 4,800
— 248
$ 7,580 $ 5,048
$ 7580 $ 4,800
51 47

(53) (55)
$ 7578 $ 4,792
— 248
$ 7578 $ 5,040
$ 064 $ 041
— 0.02
$ 064 $ 043
$ 064 $ 041
— 0.02
$ 064 $ 043
$ 064 $ 041
— 0.02
$ 064 $ 043
$ 064 $ 041
— 0.02
$ 064 $ 043

Our consolidated financial statements include the consolidated accounts of our controlled investments and those investments that meet the criteria of a variable
interest entity where we are the primary beneficiary as a result of our level of investment in the entity. In accordance with the American Institute of Certified

Public Accountants’ Statement of Position 78-9 “Accounting for
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Investments in Real Estate Ventures” and Emerging Issues Task Force Issue 96-16, “Investor’s Accounting for an Investee When the Investor Has a Majority of
the Voting Interest but the Minority Shareholder or Shareholders Have Certain Approval or Veto Rights”, we account for our investments in LLCs which we do

not control using the equity method of accounting. These investments, which represent 33% to 98% non-controlling ownership interests, are recorded initially at
our cost and subsequently adjusted for our net equity in the net income, cash contributions to, and distributions from, the investments.

In January 2003, the FASB issued Interpretation No. 46, “Consolidation of Variable Interest Entities”, an Interpretation of ARB No. 51. This Interpretation, as
revised (“FIN 46R”), addresses the consolidation by business enterprises of variable interest entities as defined in the Interpretation. Effective March 31, 2004, we
adopted FIN 46R. As a result of our related party relationship with UHS, and certain master lease, lease assurance or lease guarantee arrangements between UHS
and various properties owned by three LLCs in which we own a 98% or 99% non-controlling ownership interest, these LLCs are considered to be variable interest
entities. In addition, we are the primary beneficiary of these LLC investments as a result of our level of investment in the entities. Consequently, we began
consolidating the results of operations of these three LL.C investments. Included on our March 31, 2005 and December 31, 2004 Consolidated Balance Sheets are
the: (i) assets; (ii) liabilities; (iii) third-party borrowings, which are non-recourse to us, and; (iv) minority interests, of these three LLC investments. Also as a
consequence of FIN 46R, beginning on April 1, 2004, we began consolidating the results of operations of these LLC investments on our Consolidated Statements
of Income. There was no impact on our net income as a result of the consolidation of these LLCs. The remaining LLCs are not variable interest entities and
therefore are not subject to the consolidation requirements of FIN 46R.

Rental income recorded at the LLCs relating to leases in excess of one year in length is recognized using the straight-line method under which contractual rents
are recognized evenly over the lease term regardless of when payments are due. The amount of rental revenue resulting from straight-line rent adjustments is
dependent on many factors, including the nature and amount of any rental concessions granted to new tenants, scheduled rent increases under existing leases, as
well as the acquisition and sales of properties that have existing in-place leases with terms in excess of one year. As a result, the straight-line adjustments to rental
revenue may vary from period-to-period.

Excluding the three consolidated LLCs mentioned above, since inception through March 31, 2005, we made total initial cash investments of $35.7 million in
LLCs in which we own various non-controlling equity interests. Including the cumulative adjustments for our share of equity in the net income of the LLCs and
cash contributions to and distributions from these investments, our net investment in these LLCs was $30.5 million, as reflected on our Condensed Consolidated
Balance Sheet as of March 31, 2005.

During the first quarter of 2005, Gold Shadow Properties repaid $5.9 million of a loan provided by us, and the remaining $600,000 was repaid subsequent to the
first quarter of 2005.

During the first quarter of 2005, Bayway Properties, a LLC in which we owned a 73% non-controlling ownership interest, sold the real estate assets of the East
Mesa Medical Center, which is located in Mesa, Arizona. Our share of the net sale proceeds resulting from this transaction was $2.9 million. The transaction
resulted in a gain of approximately $1.1 million which is included in our results of operations for the three month period ended March 31, 2005.
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As of March 31, 2005, we had investments in twenty-two LLCs, nineteen of which are accounted for by the equity method and three that were consolidated into
the results of operations as of April 1, 2004. The following tables represent summarized financial and other information related to the LLCs which were
accounted for under the equity method:

Name of LLC Ownership Property Owned by LLC

DSMB Properties 76% Desert Samaritan Hospital MOBs
DVMC Properties 95% Desert Valley Medical Center

Suburban Properties 33% Suburban Medical Plaza II

Litchvan Investments 89% Papago Medical Park

Paseo Medical Properties II 75% Thunderbird Paseo Medical Plaza I & II
Willetta Medical Properties 94% Edwards Medical Plaza

RioMed Investments 80% Rio Rancho Medical Center

West Highland Holdings 48% St. Jude Heritage Health Complex
Santa Fe Scottsdale 94% Santa Fe Professional Plaza

575 Hardy Investors 73% Centinela Medical Building Complex
Brunswick Associates 74% Mid Coast Hospital MOB

Deerval Properties 90% Deer Valley Medical Office II

PCH Medical Properties 85% Rosenberg Children’s Medical Plaza
Gold Shadow Properties (a.) 98% 700 Shadow Lane & Goldring MOBs
Arlington Medical Properties (b.) 75% Saint Mary’s Professional Office Building
ApaMed Properties 85% Apache Junction Medical Plaza

Spring Valley Medical Properties (a.) 95% Spring Valley Medical Office Building
Sierra Medical Properties (c.) 95% Sierra San Antonio Medical Plaza

Spring Valley Medical Properties II (d.) 95% Spring Valley Hospital Medical Office Building IT

(a.) Tenants of these medical office buildings include subsidiaries of UHS.

(b.) We have committed to invest a total of $10.5 million ($8.0 million in equity and $2.5 million in debt financing) in exchange for a 75% non-controlling
interest in a LL.C that constructed and owns the Saint Mary’s Center for Health located in Reno, Nevada. As of March 31, 2005, we advanced $1.8 million
in connection with this project, and the LLC has borrowed $22.5 million in construction loans from a $26 million total construction loan commitment from
a third party, which is non-recourse to us. This medical office building opened in March of 2005.

(c.) We have committed to invest a total of up to $3.5 million in equity in exchange for a 95% non-controlling interest in a LLC that will develop, construct,
own and operate the Sierra San Antonio Medical Plaza located in Fontana, California. As of March 31, 2005, we have not invested any equity in connection
with this project. The LLC has a $7.5 million total construction loan commitment from a third party, which is non-recourse to us. This project is scheduled
to be completed and opened during the fourth quarter of 2005.

(d.) We have committed to invest a total of up to $11.0 million ($3.0 million in equity and $8.0 million in debt financing, none of which has been funded as of
March 31, 2005) in exchange for a 95% non-controlling interest in a LLC that will develop, construct, own and operate the Spring Valley Hospital Medical
Office Building II, located in Las Vegas, Nevada. This project is scheduled to be completed and opened during the second quarter of 2006.
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Below are the combined statements of income for the LLCs accounted for under the equity method:

Three Months
Ended March 31,

2005 2004

(in thousands)

Revenues $7,329 $8,312
Operating expenses 3,051 3,634
Depreciation and amortization 1,233 1,820
Interest, net 1,970 2,024
Net income before gain 1,075 834
Gain on sale of real property 1,693 —

Net income $2,768 $ 834
Our share of net income before gain $ 920 $ 849
Our share of gain on sale of real property 1,061 —

Our share of net income $1,981 $ 849

Included in the information presented above for the three months ended March 31, 2004 was the combined income statement information for three LL.Cs that we
began including in our consolidated statements of income on April 1, 2004, pursuant to the provisions of FIN 46R. For the three month period ended March 31,
2004, these three LLCs had combined revenues of $1.6 million, operating expenses of $553,000, depreciation and amortization expense of $292,000 and interest
expense of $435,000. There was no impact on our net income as a result of the consolidation of these LLCs.

Below are the combined balance sheets for the LL.Cs accounted for under the equity method:

March 31, December 31,
2005 2004

( in thousands)

Net property, including CIP $155,538 $ 156,332
Other assets 15,244 12,486
Total assets $170,782 $ 168,818
Liabilities $ 6,432 $ 3,909
Mortgage notes payable, non-recourse to us 134,700 124,814
Notes payable to us 2,870 8,446
Equity 26,780 31,649
Total liabilities and equity $170,782 $ 168,818
Our share of equity and notes receivable from LLCs $ 30,467 $ 40,523

Pursuant to the operating agreements of the LLCs, the third-party members and the Trust, at any time, have the right to make an offer (“Offering Member”) to the
other member(s) (“Non-Offering Member”) in which it either agrees to: (i) sell the entire ownership interest of the
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Offering Member to the Non-Offering Member (“Offer to Sell”) at a price as determined by the Offering Member (“Transfer Price), or; (ii) purchase the entire
ownership interest of the Non-Offering Member (“Offer to Purchase”) at the equivalent proportionate Transfer Price. The Non-Offering Member has 60 days to
either: (i) purchase the entire ownership interest of the Offering-Member at the Transfer Price, or; (ii) sell its entire ownership interest to the Offering Member at
the equivalent proportionate Transfer Price. The closing of the transfer must occur within 60 days of the acceptance by the Non-Offering Member.

Subsequent to March 31, 2005, we entered into an agreement with the third-party member to many of the LLCs in which we hold various ownership interests,
whereby we agreed to purchase from the third-party member, additional ownership interests in four existing LL.Cs and agreed to sell to the third-party member, a
portion of our ownership interest in one existing LL.C. During the second quarter of 2005, we paid approximately $2.4 million in cash to the third-party member
as net consideration for these transactions. In connection with this agreement, we also established two master limited liability companies to hold certain of the
jointly-owned LLCs and entered into a new ventures agreement that will govern all our future joint investments with this third-party member.

(9) Segment Reporting

Our primary segment is leasing of healthcare and human service facilities, and all revenues from external customers are related to the same segment. Additionally,
we may, from time to time, loan funds to external parties. Operating results and assessment of performance are reviewed by the chief operating decision-maker on
a company-wide basis and no discrete financial information is available or produced on any one component of the business. Accordingly, no additional disclosure
requirements under SFAS 131 are required.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Overview

We are a real estate investment trust that commenced operations in 1986. We invest in healthcare and human service related facilities including acute care
hospitals, behavioral healthcare facilities, rehabilitation hospitals, sub-acute facilities, surgery centers, childcare centers and medical office buildings. As of March
31, 2005, we have forty-three real estate investments or committments located in fifteen states consisting of:

. seven hospital facilities including four acute care, one behavioral healthcare, one rehabilitation and one sub-acute;
. thirty-two medical office buildings, including twenty-two owned by various LLCs, and;
. four preschool and childcare centers.

Forward Looking Statements and Certain Risk Factors

The matters discussed in this report, as well as the news releases issued from time to time by us, include certain statements containing the words “believes”,
“anticipates”, “intends”, “expects” and words of similar import, which constitute “forward-looking statements” within the meaning of Private Securities
Litigation Reform Act of 1995. Such forward-looking statements involve known and unknown risks, uncertainties and other factors that may cause our actual
results, performance or achievements or industry results to be materially different from any future results, performance or achievements expressed or implied by

such forward-looking statements.

Such factors include, among other things, the following:

. a substantial portion of our revenues are dependent upon one operator, Universal Health Services, Inc., (“UHS”);
. UHS is our Advisor and our officers are all employees of UHS, which may create the potential for conflicts of interest;
. we cannot predict whether the leases on our properties, including the leases on the properties leased to subsidiaries of UHS, which have options to

purchase the respective leased facilities at the end of the lease or renewal terms at the appraised fair market value, will be renewed at their current
rates at the end of the lease terms. If the leases are not renewed, we may be required to find other operators for these facilities and/or enter into leases
with less favorable terms. If the UHS facilities are purchased by the lessees at the end of the lease term, the economic return earned by us on the sale
proceeds may be less favorable than the rental revenue currently earned on the facilities;

. our ability to finance our growth on favorable terms;
. liability and other claims asserted against us or operators of our facilities;
. the fact that we have majority ownership interests in various LLCs in which we hold non-controlling equity interests;
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. a large portion of our non-hospital properties consist of medical office buildings which are either directly or indirectly affected by the factors
discussed herein as well as general real estate factors such as the supply and demand of office space and market rental rates as well as an increase in
the development of medical office condominiums in certain markets;

. the operators of our facilities, including UHS, are confronted with other issues such as: industry capacity; demographic changes; existing laws and
government regulations and changes in or failure to comply with laws and governmental regulations; the ability to enter into managed care provider
agreements on acceptable terms; an increase in uninsured and self-pay patients which unfavorably impacts the collectibility of patient accounts;
competition by other healthcare providers, including physician owned facilities; decreasing inpatient admission trends; the loss of significant
customers; technological and pharmaceutical improvements that increase the cost of providing, or reduce the demand for healthcare; the ability to
attract and retain qualified personnel, including physicians;

. operators of our facilities, particularly UHS, have experienced a significant increase in property insurance (including earthquake insurance in
California) and general and professional liability insurance and as a result, certain operators have assumed a greater portion of their liability risk.
There can be no assurance that a continuation of these unfavorable trends, or a sharp increase in claims asserted against the operators of our facilities,
which are self-insured, will not have a material adverse effect on their future results of operations, and;

. a substantial portion of our leases are involved in the healthcare industry which continues to undergo change and is subject to possible changes in the
levels and terms of reimbursement from third-party payors and government reimbursement programs, including Medicare and Medicaid;

. other factors referenced herein or in our other filings with the Securities and Exchange Commission.

In addition, in certain markets, including McAllen, Texas, the site of our largest facility, competition from other healthcare providers, including physician owned
facilities, has increased and additional inpatient capacity at a physician owned hospital opened in late 2004. A continuation of the increased provider competition
in the markets in which our hospital facilities operate, including McAllen, Texas, could have an adverse effect on the net revenues and financial results of the
operators of our hospital facilities which may negatively impact the bonus rentals earned by us on these facilities and may potentially have a negative impact on
the underlying value of the properties.

In order to qualify as a real estate investment trust (“REIT”) we must comply with certain highly technical and complex Internal Revenue Service requirements.
Although we intend to remain so qualified, there may be facts and circumstances beyond our control that may affect our ability to qualify as a REIT. Failure to
qualify as a REIT may subject us to income tax liabilities, including federal income tax at regular corporate rates. The additional income tax incurred may
significantly reduce the cash flow available for distribution to shareholders and for debt service. In addition, if disqualified, we might be barred from qualification
as a REIT for four years following disqualification. Although we believe we have been qualified as a REIT since our inception, there can be no assurance that we
have been so qualified or will remain qualified in the future.
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Management is unable to predict the effect, if any, these factors will have on our operating results or the operating results of our lessees, including the facilities
leased to subsidiaries of UHS. Given these uncertainties, prospective investors are cautioned not to place undue reliance on such forward-looking statements.
Management of the Trust disclaims any obligation to update any such factors or to publicly announce the result of any revisions to any of the forward-looking
statements contained herein to reflect future events or developments.

Critical Accounting Policies and Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting principles requires us to make estimates and assumptions that
affect the amounts reported in our consolidated financial statements and accompanying notes.

We consider our critical accounting policies to be those that require us to make significant judgments and estimates when we prepare our financial statements,
including the following:

Revenue Recognition - Revenue is recognized on the accrual basis of accounting. Our revenues consist primarily of rentals received from tenants, which
are comprised of minimum rent (base rentals), bonus rentals and reimbursements from tenants for their pro-rata share of expenses such as common area
maintenance costs, real estate taxes and utilities.

The minimum rent for all hospital facilities is fixed over the initial term or renewal term of the respective leases. Minimum rent for other material leases is
recognized using the straight-line method under which contractual rent increases are recognized evenly over the lease term regardless of when payments are due.
Bonus rents are recognized when earned based upon increases in each facility’s net revenue in excess of stipulated amounts. Bonus rentals are determined and
paid each quarter based upon a computation that compares the respective facility’s current quarter’s net revenue to the corresponding quarter in the base year.
Tenant reimbursements for operating expenses are accrued as revenue in the same period the related expenses are incurred.

Investments in Limited Liability Companies (“LLCs”) - Our consolidated financial statements include the accounts of our controlled investments and
those investments that meet the criteria of a variable interest entity where we are the primary beneficiary as a result of our level of investment in the entity. In
accordance with the American Institute of Certified Public Accountants’ Statement of Position 78-9 “Accounting for Investments in Real Estate Ventures” and
Emerging Issues Task Force Issue 96-16, “Investor’s Accounting for an Investee When the Investor Has a Majority of the Voting Interest but the Minority
Shareholder or Shareholders Have Certain Approval or Veto Rights”, we account for our unconsolidated investments in LL.Cs which we do not control using the
equity method of accounting. These investments, which represent 33% to 98% non-controlling ownership interests, are recorded initially at our cost and
subsequently adjusted for our net equity in the net income, cash contributions to, and distributions from, the investments.

In January 2003, the FASB issued Interpretation No. 46, “Consolidation of Variable Interest Entities”, an Interpretation of ARB No. 51. This Interpretation, as
revised (“FIN 46R”), addresses the consolidation by business enterprises of variable interest entities as defined in the Interpretation. Effective March 31, 2004, we
adopted FIN 46R. As a result of our related party relationship with UHS, and certain master lease, lease assurance or lease guarantee arrangements between UHS
and various properties owned by three LLCs in which we own a 98% or 99% non-controlling ownership interest, these LLCs are considered to be variable interest
entities (see Note 8 to the Consolidated Financial Statements). In addition, we are the primary beneficiary of
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these LLC investments as a result of our level of investment in the entities. Consequently, we began consolidating the results of operations of these three LLC
investments. Included on our March 31, 2005 and December 31, 2004 Consolidated Balance Sheets are the: (i) assets; (ii) liabilities; (iii) third-party borrowings,
which are non-recourse to us, and; (iv) minority interests, of these three LLC investments. Also as a consequence of FIN 46R, beginning on April 1, 2004, we
began consolidating the results of operations of these LLC investments on our Consolidated Statements of Income. There was no impact on our net income as a
result of the consolidation of these LLCs. The remaining LLCs are not variable interest entities and therefore are not subject to the consolidation requirements of
FIN 46R.

Federal Income Taxes - No provision has been made for federal income tax purposes since we qualify as a real estate investment trust under Sections 856
to 860 of the Internal Revenue Code of 1986, and intend to continue to remain so qualified. As such, we are exempt from federal income taxes and we are
required to distribute at least 90% of our real estate investment taxable income to our shareholders.

We are subject to a federal excise tax computed on a calendar year basis. The excise tax equals 4% of the amount by which 85% of our ordinary income plus 95%
of any capital gain income for the calendar year exceeds cash distributions during the calendar year, as defined. No provision for excise tax has been reflected in
the financial statements as no tax was due.

Earnings and profits, which determine the taxability of dividends to shareholders, will differ from net income reported for financial reporting purposes due to the
differences for federal tax purposes in the cost basis of assets and in the estimated useful lives used to compute depreciation and the recording of provision for
investment losses.

Relationship with UHS and Related Party Transactions

UHS of Delaware, Inc. (the “Advisor”), a wholly owned subsidiary of UHS, serves as Advisor under an Advisory Agreement dated December 24, 1986 between
the Advisor and us (the “Advisory Agreement”). Under the Advisory Agreement, the Advisor is obligated to present an investment program to us, to use its best
efforts to obtain investments suitable for such program (although it is not obligated to present any particular investment opportunity to us), to provide
administrative services to us and to conduct our day-to-day affairs. In performing its services under the Advisory Agreement, the Advisor may utilize independent
professional services, including accounting, legal, tax and other services, for which the Advisor is reimbursed directly by us. The Advisory Agreement expires on
December 31 of each year; however, it is renewable by us, subject to a determination by the Independent Trustees who are unaffiliated with UHS, that the
Advisor’s performance has been satisfactory. The Advisory Agreement may be terminated for any reason upon sixty days written notice by us or the Advisor. The
Advisory Agreement has been renewed for 2005. All transactions with UHS must be approved by the Independent Trustees. Our officers are all employees of
UHS and as of March 31, 2005, we had no salaried employees.

At March 31, 2005, subsidiaries of UHS leased five hospital facilities owned by us with terms expiring in 2006 through 2009. The combined revenues generated
from the leases on these five UHS hospital facilities accounted for approximately 48% and 60% for the three month periods ended March 31, 2005 and 2004,
respectively, of our consolidated revenues. Including 100% of the revenues generated at the unconsolidated LL.Cs in which we have various non-controlling
equity interests ranging from 33% to 98%, the combined revenues generated from the five UHS hospital
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facilities accounted for 26% for both three month periods ended March 31, 2005 and 2004, of our combined consolidated and unconsolidated revenues. The
leases on the hospital facilities leased to subsidiaries of UHS are guaranteed by UHS and cross-defaulted with one another. In addition, five medical office
buildings owned by LLCs in which we hold various non-controlling equity interests, include tenants which are subsidiaries of UHS. See Note 2 to the
Consolidated Financial Statements for additional disclosure.

Results of Operations

For the quarters ended March 31, 2005 and 2004, income from continuing operations totaled $7.6 million and $4.8 million or $.64 and $.41 per diluted share,
respectively, on revenues of $8.5 million and $6.8 million, respectively. For the quarter ended March 31, 2004, income from discontinued operations totaled
$248,000 or $.02 per diluted share. Net income increased $2.5 million to $7.6 million or $.64 per diluted share during the three month period ended March 31,
2005, as compared to $5.1 million or $.43 per diluted share during the comparable prior year quarter.

The $2.8 million increase in income from continuing operations during the first quarter of 2005, as compared to the comparable prior year quarter, was primarily
due to: (i) a $1.5 million gain recorded during the first quarter of 2005 related to property damaged recovered from UHS in connection with replacement of
damaged property at Wellington Regional Medical Center resulting from a hurricane during 2004, as discussed below; (ii) a $1.1 million gain resulting from the
sale, during the first quarter of 2005, of East Mesa Medical Center by a LLC in which we owned a 73% non-controlling ownership interest, and; (iii) $191,000 of
other net favorable changes. The $2.5 million increase in net income during the first quarter of 2005, as compared to the comparable prior year quarter, was due
primarily to the $2.8 million of increase in income from continuing operations, as discussed above, partially offset by $248,000 of net income recorded during the
first quarter of 2004 in connection with the Virtue Street Pavilion which was purchased by UHS in December of 2004, as discussed below.

During the first quarter ended March 31, 2005, as compared to the comparable prior year quarter, revenues increased $1.7 million, depreciation and amortization
increased $329,000 and other operating expenses increased $785,000, all due primarily to the consolidation of the results of operations of the three LLCs, as
discussed below. Also contributing to the increase in our other operating expenses was an increase of approximately $140,000 resulting partially from increases in
insurance premiums on Directors and Officers insurance coverage.

Included in our other operating expenses are expenses related to the consolidated medical office buildings, which totaled $1.3 million and $621,000 for the three

months ended March 31, 2005 and 2004, respectively. The $638,000 increase in operating expenses related to our medical office buildings is due primarily to the
consolidation of the three LLCs, as discussed below. A portion of the expenses associated with our consolidated medical office buildings is passed on directly to

the tenants. Tenant reimbursements for operating expenses are accrued as revenue in the same period the related expenses are incurred and are included as tenant
reimbursement revenue in our statements of income.

Interest expense increased $434,000 during the three months ended March 31, 2005, as compared to the comparable prior year quarter, due primarily to: (i) an
increase of $426,000 resulting from the consolidation of the LLCs, as discussed below; (ii) a net charge of $252,000 related to an interest-rate swap agreement
that became ineffective based upon the forecasted borrowings under our revolving credit facility, and; (iii) a decrease of approximately $200,000 due primarily to
a decrease in our average outstanding borrowings.
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Equity in income of unconsolidated LL.Cs increased $1.1 million during the first quarter of 2005, as compared to the comparable prior year quarter, due to: (i) a
$1.1 million gain from the sale of real property (East Mesa Medical Center) by a LLC during the first quarter of 2005; (ii) $305,000 decrease due to the
consolidation of the LLCs, as discussed below, and; (iii) $376,000 of other net favorable changes due primarily to additional depreciation and amortization
expense recorded at certain LL.Cs during the first quarter of 2004 resulting from revised purchase price allocations related to then recent acquisitions to reflect the
identification of in-place leases and above and below market value lease intangibles.

As of March 31, 2005, we have investments or commitments in twenty-two limited liability companies (“LLCs”), nineteen of which are accounted for by the
equity method and three that are consolidated in the results of operations as of April 1, 2004. Effective March 31, 2004, we adopted FASB Interpretation No. 46R
(“FIN 46R”), “Consolidation of Variable Interest Entities”, an Interpretation of ARB No. 51. As a result of our related party relationship with UHS, and certain
master lease, lease assurance or lease guarantee arrangements between UHS and various properties owned by three LL.Cs in which we own a 98% or 99% non-
controlling ownership interest, these LL.Cs are considered to be variable interest entities. In addition, we are primary beneficiary of these LL.C investments as a
result of our level of investment in the entities. Consequently, we began consolidating the results of operations of these three LLC investments. There was no
impact on our net income as a result of the consolidation of these three LLCs. The remaining LLCs are not variable interest entities and therefore are not subject
to the consolidation requirements of FIN 46R.
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The following table presents the effect on our Consolidated Statement of Income for the three months ended March 31, 2005 resulting from the consolidation of
the three LL.Cs considered variable interest entities (amounts in thousands):
Consolidated

Statement of
Income before

consolidation of Combined
LLCs Statements As reported on
considered of Income Consolidated
variable interest for LLCs Statement of
Three Months Ended March 31, 2005 entities (a) Income
Revenues:
Base rental - UHS facilities $ 2,870 $ 503 $ 3,373
Base rental - Non-related parties 2,225 570 2,795
Bonus rental - UHS facilities 1,223 — 1,223
Tenant reimbursements and other - Non-related parties 540 292 832
Tenant reimbursements and other - UHS facilities — 268 268
6,858 1,633 8,491
Expenses:
Depreciation and amortization 1,114 294 1,408
Advisory fee to UHS 355 — 355
Other operating expenses 966 608 1,574
2,435 902 3,337
Income before equity in limited liability companies (“LLCs”), property damage recovered from
UHS and interest expense 4,423 731 5,154
Equity in income of unconsolidated LLCs (including gain on sale of real property of $1,061) 2,286 (305) 1,981
Property damage recovered from UHS 1,528 — 1,528
Interest expense (657) (426) (1,083)
Net income $ 7,580 — $ 7,580

(a) Asdiscussed above, the operating results of the three variable interest entities were accounted for under the equity method for the three month period ended
March 31, 2004 and consolidated in our financial results for periods subsequent to April 1, 2004.

During the third quarter of 2004, Wellington Regional Medical Center, our 121-bed acute care facility located in West Palm Beach, Florida, sustained storm
damage caused by a hurricane. This facility is leased by a wholly-owned subsidiary of UHS and pursuant to the terms of the lease, UHS is responsible for
maintaining replacement cost property insurance for the facility,
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a substantial portion of which is insured by a commercial carrier. The facility did not experienced significant business interruption. Our Consolidated Statements
of Income for the year ended December 31, 2004, included a property write-down charge of $1.9 million representing the estimated net book value of the
damaged assets. This property charge was offset at that time by an equal amount recoverable from UHS. During 2004, UHS incurred approximately $1.9 million
in replacement costs in connection with this property and that amount was included as construction in progress on our Consolidated Balance Sheet as of
December 31, 2004. During the first quarter of 2005, UHS incurred an additional $1.5 million in replacement costs and since these additional costs have also been
recovered from UHS, $1.5 million has been included in net income during the three month period ended March 31, 2005. As of March 31, 2005, UHS spent a
total of approximately $3.4 million to replace the damaged property at this facility and this amount is reflected as buildings and improvements on our
Consolidated Balance Sheet as of that date. We expect additional replacement costs to be incurred in connection with this property and the additional costs will
also be recoverable from UHS. As UHS continues to expend money to repair the building we will continue to recognize income concurrently.

Upon the December, 2004 lease expiration on the Virtue Street Pavilion, the former lessee (a wholly-owned subsidiary of UHS), exercised its option pursuant to
the terms of the lease and purchased the facility at its appraised fair market value of $7,320,000. Prior to the transaction, the annual minimum rent payable to us
under the lease was $1,261,000 and no bonus rent was earned on this facility during 2004. As a result of this transaction, our future funds from operations and
results of operations will likely be adversely affected since at interest rates as currently projected, the reduction in annual interest expense resulting from
repayment of borrowings using the $7.3 million of sale proceeds is likely to be approximately $1 million less than the annual rental payments earned by us
pursuant to the terms of the lease. During the three month period ended March 31, 2004, we earned $315,000 of revenue, incurred $67,000 of depreciation
expense and generated $248,000 of net income in connection with this facility. These operating results were reflected as “Income from discontinued operations,
net” in the Consolidated Statements of Income for the three months ended March 31, 2004.

Funds from operations (“FFO”), is a widely recognized measure of REIT performance. Although FFO is a non-GAAP financial measure, we believe that
information regarding FFO is helpful to shareholders and potential investors. We compute FFO in accordance with standards established by the National
Association of Real Estate Investment Trusts (“NAREIT”), which may not be comparable to FFO reported by other REITs that do not compute FFO in
accordance with the NAREIT definition, or that interpret the NAREIT definition differently than we interpret the definition. To facilitate a clear understanding of
our historical operating results, FFO should be examined in conjunction with net income, determined in accordance with GAAP. FFO does not represent cash
generated from operating activities in accordance with GAAP and should not be considered to be an alternative to net income determined in accordance with
GAAP. In addition, FFO should not be used as: (i) an indication of our financial performance determined in accordance with GAAP; (ii) as an alternative to cash
flow from operating activities determined in accordance with GAAP; (iii) as a measure of our liquidity; (iv) nor is FFO an indicator of funds available for our
cash needs, including our ability to make cash distributions to shareholders.
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Below is a reconciliation of our reported net income to FFO for the three months periods ended March 31, 2005 and 2004 (in thousands):

Three Months Ended
March 31,
2005 2004
Net income $ 7,580 $5,048
Plus: Depreciation and amortization expense:
Consolidated investments 1,345 1,103
Unconsolidated affiliates 895 1,610
Less: Gain on LLC'’s sale of real property (1,061) —
Property damage recovered from UHS (1,528) —
Funds From Operations (FFO) $ 7,231 $7,761

Our FFO decreased 6.8% or $530,000 to $7.2 million for the three months ended March 31, 2005 as compared to $7.8 million in the comparable prior year
quarter. This decrease in FFO was due primarily to a charge of $252,000 recorded during the first quarter of 2005 related to an interest-rate swap agreement that
became ineffective based upon the forecasted borrowings under our revolving credit facility, and a decrease of approximately $250,000 resulting from the
purchase of the Virtue Street Pavilion by UHS in December of 2004, as discussed above.

Liquidity and Capital Resources
Net cash provided by operating activities

Net cash provided by operating activities was $6.3 million for the three months ended March 31, 2005 and $6.0 million for the three months ended March 31,
2004.

The $343,000 net favorable change during the first three months of 2005, as compared to the comparable prior year quarter, was attributable to a $457,000
favorable change in net income plus the adjustments to reconcile net income to net cash provided by operating activities (depreciation and amortization, gains on
sale of property by LLC, property damage recovered from UHS and net loss on ineffective cash flow hedge), as discussed in Results of Operations, partially
offset by $114,000 of other net unfavorable changes.

Net cash provided by/(used in) investing activities

Net cash provided by/(used in) investing activities was $10.5 million during the three months ended March 31, 2005 and ($557,000) during the three months
ended March 31, 2004.

During the first quarter of 2005, we received $5.9 million from a LLC for repayment of an advance, $2.9 million of cash proceeds related to the sale of real
property by a LLC, $2.1 million of cash proceeds related to debt refinancing by LLCs, $275,000 of cash distributions in excess of net income from our
unconsolidated LL.Cs and spent $636,000 on capital additions to certain of our real estate investments. During the first quarter of 2004, we received $574,000 of
cash distributions in excess of net income from our unconsolidated LL.Cs and funded a $1.1 million equity investment in a LLC in which we hold a non-
controlling ownership interest.

Net cash used in financing activities
Net cash used in financing activities was $13.2 million during the three months ended March 31, 2005 and $5.6 million during the three months ended March 31,
2004.

During the first quarter of 2005, we had net debt repayments of $7.3 million on our revolving line of credit, paid $5.9 million of dividends and generated
$149,000 of cash from the issuance of shares of beneficial interest. During the first quarter of 2004, we paid $5.8 million in dividends and generated $299,000 of
cash from the issuance of shares of beneficial interest.
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From time to time, our Board of Trustees has considered raising the amount of our quarterly dividend which has historically been more conservative than the
healthcare REIT industry average. Subsequent to March 31, 2005, the Board of Trustees voted to increase our quarterly dividend by 10% or $.05 per share to
bring our dividend payout ratio in-line with the healthcare REIT industry average. A dividend of $.555 per share will be payable on May 31, 2005 to shareholders
of record as of May 16, 2005. Since our inception, we have increased our annual dividend each year for eighteen consecutive years while maintaining our
fundamental goal of providing a secure dividend stream to our shareholders. We recently received an expression of interest from another healthcare REIT in
which it indicated that it believed it could provide greater value to our shareholders. The Board of Trustees reviewed the proposal and determined that, for various
reasons, it was not in the best interest of the shareholders to pursue the proposal. However, in the course of its analysis of the proposal, the Board of Trustees once
again considered the amount of our dividend and determined that based upon anticipated future cash flows, an increase in the quarterly dividend would be
appropriate to enhance shareholder value. It is expected that the next quarterly dividend will be declared on or about September 1st with a record date and
payment date to be determined later.

Credit facilities and mortgage debt

We have an unsecured $80 million revolving credit agreement (the “Agreement”) which expires on May 27, 2007. We have a one-time option, which can be
exercised at any time, subject to bank approval, to increase the amount by $20 million for a total commitment of $100 million. The Agreement provides for
interest at our option, at the Eurodollar rate plus 1.00% to 1.40% or the prime rate plus zero to .40%. A fee of .25% to .35% is paid on the unused portion of this
commitment. The margins over the Eurodollar rate, prime rate and the commitment fee are based upon our debt to total capital ratio as defined by the Agreement.
At March 31, 2005, the applicable margin over the Eurodollar rate was 1.00% and the commitment fee was .25%. At March 31, 2005, we had $12.7 million of
outstanding borrowings and $15.5 million of letters of credit outstanding against the Agreement. There are no compensating balance requirements. The
Agreement contains a provision whereby the commitments will be reduced by 50% of the proceeds generated from any new equity offering. At March 31, 2005,
we had approximately $51.8 million of available borrowing capacity under this agreement.

Covenants relating to the revolving credit facility require the maintenance of a minimum tangible net worth and specified financial ratios, limit our ability to incur
additional debt, limit the aggregate amount of our mortgage receivables and limit our ability to increase dividends in excess of 95% of cash available for
distribution, unless additional distributions are required to comply with the applicable section of the Internal Revenue Code and related regulations governing real
estate investment trusts. We are in compliance with such covenants at March 31, 2005.

We have four mortgages, which are non-recourse to us, included in our Condensed Consolidated Balance Sheet as of March 31, 2005 with a combined
outstanding balance of $26.1 million. These mortgages carry various interest rates ranging from 7.0% to 8.3% and have maturity dates ranging from 2006 through
2010. The mortgages are secured by the real property of the buildings as well as property leases and rents. The following table summarizes these outstanding
mortgages at March 31, 2005 (amounts in thousands):

Outstanding
Balance Interest Maturity
Facility Name / Secured by (in thousands) Rate Date
Medical Center of Western Connecticut $ 4,055 8.3% 2010
Desert Springs Medical Plaza 5,433 7.9% 2006
Summerlin Hospital MOB 7,448 7.0% 2009
Summerlin Hospital MOB II 9,202 8.3% 2010
Total $ 26,138
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The following represents the scheduled maturities of our contractual obligations as of March 31, 2005:

Payments Due by Period (dollars in thousands)

Less than After
Contractual Obligation Total 1 year 2-3years 4-5years 5 years
Long-term debt fixed (a) $26,138 $ 588 $%$6,246 $ 7,641 $11,663
Long-term debt-variable 12,700 12,700 — — —
Construction commitments (b) (c) (d) 23,136 23,136 — — —
Total contractual cash obligations $61,974 $36,424 $9$6,246 $ 7,641 $11,663

(@)
(b)

©

()]

Excludes $134.7 million of third-party debt that is non-recourse to us, incurred by unconsolidated LLCs in which we hold various non-controlling equity
interests as of March 31, 2005 (see Note 8 to the Consolidated Financial Statements).

As of March 31, 2005, we have invested approximately $1.8 million in Arlington Medical Properties, LLC. We have committed to invest a total of up to
$10.5 million ($8.0 million in equity and $2.5 million in debt financing) in exchange for a 75% non-controlling interest in the LLC that is constructing and
will own and operate The St. Mary’s Center for Health, a medical office building located in Reno, Nevada. The property opened during the first quarter of
2005.

As of March 31, 2005, we have committed to invest up to $3.5 million (none of which was funded as of March 31, 2005) in exchange for a 95% non-
controlling interest in Sierra Medical Properties, LLC. This LLC also has a $7.5 million third-party construction loan commitment, which is non-recourse
to us.

As of March 31, 2005 we have committed to invest up to $11.0 million ($3.0 million in equity and $8.0 million in debt financing, none of which was
funded as of March 31, 2005) in exchange for a 95% non-controlling interest in the LLC that is constructing and will own and operate the Spring Valley
Hospital Medical Office Building II.

Off Balance Sheet Arrangements

As of March 31, 2005, we were party to certain off balance sheet arrangements consisting of standby letters of credit and construction commitments. Our
outstanding letters of credit at March 31, 2005 totaled $15.5 million consisting of: (i) $1.3 million related to 653 Town Center, Phase II; (ii) $9.7 million related to
Arlington Medical Properties; (iii) $800,000 related to Spring Valley Medical Properties; (iv) $2.8 million related to Sierra Medical Properties, and; (v) $900,000
related to Gold Shadow Properties. The $9.7 million letter of
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credit for Arlington Medical Properties is related to our construction commitment to Arlington Medical Properties, of which $1.8 million has been funded. The
$2.8 million letter of credit for Sierra Medical Properties is related to our construction commitment to Sierra Medical Properties, none of which has been funded.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

There have been no material changes in the quantitative and qualitative disclosures during the first three months of 2005. Reference is made to Item 7A in the
Annual Report on Form 10-K for the year ended December 31, 2004.

Item 4. Controls and Procedures

As of March 31, 2005, under the supervision and with the participation of our management, including the Trust’s Chief Executive Officer (“CEO”) and Chief
Financial Officer (“CFO”), an evaluation of the effectiveness of our disclosure controls and procedures was performed. Based on this evaluation, the CEO and
CFO have concluded that our disclosure controls and procedures are effective to ensure that material information is recorded, processed, summarized and reported
by management on a timely basis in order to comply with our disclosure obligations under the Securities Exchange Act of 1934 and the SEC rules thereunder.

There have been no changes in our internal control over financial reporting or in other factors during the first quarter of 2005 that have materially affected, or are
reasonably likely to materially affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION
UNIVERSAL HEALTH REALTY INCOME TRUST

Item 6. Exhibits
31.1 Certification of the Chief Executive Officer pursuant to Rule 13a-14(a) or 15d-14(a) under the Securities and Exchange Act of 1934, as amended.

31.2 Certification of the Chief Financial Officer pursuant to Rule 13a-14(a) or 15d-14(a) under the Securities and Exchange Act of 1934, as amended.
32.1 Certification of Periodic Financial Report by Chief Executive Officer under Section 906 of the Sarbanes-Oxley Act of 2002.
32.2 Certification of Periodic Financial Report by Chief Financial Officer under Section 906 of the Sarbanes-Oxley Act of 2002.

All other items of this Report are inapplicable.
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Signatures

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.

Date: May 10, 2005 UNIVERSAL HEALTH REALTY INCOME TRUST
(Registrant)

/s/ Alan B. Miller

Alan B. Miller, Chairman of the Board,
Chief Executive Officer and President
(Principal Executive Officer)

/s/ Charles F. Boyle

Charles F. Boyle, Vice President and
Chief Financial Officer

(Principal Financial Officer and Duly
Authorized Officer.)
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Exhibit 31.1
CERTIFICATION - Chief Executive Officer

I, Alan B. Miller, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Universal Health Realty Income Trust;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer 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 quarterly 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 quarterly 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 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 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: May 10, 2005

/s/ Alan B. Miller

President and Chief Executive Officer



Exhibit 31.2
CERTIFICATION-Chief Financial Officer

I, Charles F. Boyle, certify that:

1. T have reviewed this quarterly report on Form 10-Q of Universal Health Realty Income Trust;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer 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 quarterly 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 quarterly 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 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 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: May 10, 2005

/s/ Charles F. Boyle

Vice President and Chief Financial Officer



EXHIBIT 32.1

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

In connection with the Quarterly Report on Form 10-Q of Universal Health Realty Income Trust (the “Trust”) on Form 10-Q for the quarter ended March 31,
2005 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Alan B. Miller, President and Chief Executive Officer of the
Trust, hereby certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, and to the best of my knowledge that:

(i) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(ii) The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the Trust.

/s/ Alan B. Miller

President and Chief Executive Officer
May 10, 2005

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



EXHIBIT 32.2

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

In connection with the Quarterly Report on Form 10-Q of Universal Health Realty Income Trust (the “Trust”) on Form 10-Q for the quarter ended March 31,
2005 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Alan B. Miller, President and Chief Executive Officer of the
Trust, hereby certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, and to the best of my knowledge that:

(i) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(ii) The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the Trust.

/s/ Charles F. Boyle

Vice President and Chief Financial Officer
May 10, 2005

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



