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C O M P A N Y P R O F I L E : Healthcare Realty Trust is a real estate investment trust that integrates owning, managing

and developing income-producing real estate properties associated with the delivery of healthcare services throughout

the United States.  The Company’s portfolio is comprised of nine major facility types, located in 29 states, and

operated pursuant to contractual agreements with 65 healthcare providers.   

The Company has investments of approximately $1.6 billion in 245 real estate properties and mortgages, totaling

approximately 11.5 million square feet.  The Company provides property or asset management services to more than

six million square feet nationwide.

Healthcare Realty Trust intends to maintain a portfolio of properties that is focused primarily on the outpatient

services and medical office segments of the healthcare industry and is diversified by tenant, geographic location and

facility type. 
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Upon completion of He a l t h c a re Realty Tru s t’s ninth successful year as a public company and 34th consecutive

dividend increase, I am pleased to re p o rt to our shareholders the developments of 2001.  Our portfolio of

high-quality healthcare pro p e rties, coupled with the achievements of our services gro u p, generated solid

results. He a l t h c a re Realty Tru s t’s total shareholder return outpaced the growth of major market indices,

reflecting the Company’s operations and financial transactions during the

ye a r, as well as its leadership within the REIT industry.  

Re venues for 2001 totaled $194.5 million, compared with $195.3 million

for 2000. Net income was $79.9 million, or $1.81 per diluted common

s h a re, compared with $79.8 million, or $1.82 per diluted common share

for the prior ye a r. Diluted funds from operations, composed primarily 

of net income and depreciation of real estate, totaled $106.9 million, 

or $2.64 per diluted common share for the twe l ve months ending

December 31, 2001. This compares with $105.7 million, or $2.62 per

diluted common share for the same period in 2000. 

   L e t t e r
t o

S H A R E H O L D E R S



D A V I D  R .  E M E R Y
C h a i r ma n  o f  Th e  B oa r d  & 
C h i e f E xe c u t i ve  Of f i c e r
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

Since i ts formation in June 1993, the Company has increased the dividend paid to common

s h a reholders eve ry quart e r. Total dividend payments for the calendar year 2001 we re $2.31 per common

s h a re, compared with $2.23 per common share for the calendar year 2000, an  increase of 3.6%. T h e

Company has continued to increase its dividend while maintaining one of the lowest payo u t - r a t i o s

among comparable healthcare REITs. The payout-ratio for the year 2001 was 87.5%.

We are proud of these accomplishments and believe they reflect both our exact ing inve s t m e n t

s t a n d a rds and the quality of our port f o l i o. Gi ven our operating strengths, low business-risk profile and

dedicat ion to a long-term view, we believe the Company is well -positioned to maintain it s perf o r m a n c e

in future ye a r s .

H E A LT H C A R E I N 2 0 0 1

The operating environment for acute care hospitals continued to improve in 2001. Fo l l owing a

contraction in profit margins from the Balanced Budget Act of 1997, which decreased Me d i c a re

payments to healthcare providers, the past two years have witnessed the industry’s adjustment and

return to earnings growth.  With increased financial stability, providers are looking to implement

d e l a yed operational strategies to address forw a rd-looking patient needs. He a l t h c a re providers are

re e valuating their existing medical real estate with an eye tow a rd recapitalizing those assets, part n e r i n g

with outside firms for the development of new pro p e rties, and outsourcing their pro p e rty and asset

management functions. 

Hospitals and physicians have advanced their efforts to comply with St a rk regulations. T h e s e

regulations will continue to broaden the hospital community’s awareness of the need for experienced

medical real estate management and enhance He a l t h c a re Realty Trust's efforts to create long-term

relationships.  

The pol itical climate for healthcare is  promising, with increased Me d i c a re  spending adding

a p p roximately $35 bi llion to the industry over the next  few years. Hospitals and skilled nursing

facilities should re c e i ve more than $15 billion in additional Me d i c a re payments from the Ba l a n c e d

Budget relief acts passed in 2000. Skilled nursing facilities responded well to the first year of Me d i c a re

reimbursement re l i e f, increasing profits and generating a positive outlook for 2002. 
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A  V I TA L I N D U S T R Y

Despite the economic decline in many business sectors, the healthcare industry’s fundamental stre n g t h

and related impact on real estate remain intact. The growth of the aged population, advances in medical

technology and treatment modalities, and a heightened focus on pre ve n t i ve medicine continue to

i n c rease demand for healthcare services. He a l t h c a re companies have re p o rted significant growth in

admissions over the past 18 months, and many are looking to expand their facilities to accommodate the

population growth tre n d s .

The delive ry of healthcare services continues to shift tow a rd outpatient settings. As outpatient serv i c e s

make up an increasing portion of hospital re venues, providers are seeking to expand their capabilities and

c reate operating efficiencies throughout their network of affiliated clinics and ambulatory care centers.

Of the estimated $18 billion in new healthcare facilities developed annually, more than 30% are

o u t p a t i e n t - related pro p e rties. These assets, including ancillary hospital facilities, physician clinics,

a m b u l a t o ry surgery centers, outpatient rehabilitation centers, and medical office buildings, comprise

56% of the Company’s current investment portfolio and 100% of its constru c t i o n - i n - p ro g re s s

i n vestments. 

National expenditures on healthcare services and products are expected to increase more rapidly than

g rowth in the Gross Domestic Product (GDP). He a l t h c a re expenditures are now estimated to total more

than $1.3 trillion annually, or 13.2% of GDP, and are projected to grow to $2.8 trillion, or 17.0% of

GDP by 2010. The prominence of healthcare in our economy affirms our belief in the industry’s stability

and non-cyclical nature, as well as its compelling fundamentals that support long-term real estate values.  

I N T E G R AT E D R E A L E S T A T E S O L U T I O N S

He a l t h c a re providers face a continuing need for new capital to fund operational initiatives, implement

n ew technology standards, and support mission-related expansions. Providers are looking beyo n d

traditional capital sources and re c o g n i ze that the capital stru c t u re and accounting treatment of their

medical real estate i s crucial to their long-term financial viability. Whether by allowing providers to

re c a p i t a l i ze existing real estate assets to re d i rect those funds to more clinical, mission-critical uses, or by

p re s e rving a healthcare prov i d e r’s debt capacity through funding the development of new facilities, 


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He a l t h c a re Realty Trust's unique investment model maintains prov i d e r s’ operational control of their

real estate while affording them increased financial flexibility. 

He a l t h c a re Realty Trust i s not only a source of capital but is also functionally organized to meet the

heightened demand for real estate management services. As one of the largest managers of healthcare -

related real estate in the country, the Company provides a continuum of client services, including

p o rtfolio assessments, asset valuations, construction services, and pro p e rty and asset management. Ou r

ability to integrate capital re s o u rces with management and construction expertise adds immediate and

continuing value for our clients, ensures long-term investments in quality facilities, and differe n t i a t e s

He a l t h c a re Realty Trust from other real estate firms.

B U I L D I N G R E L A T I O N S H I P S

He a l t h c a re Realty Tru s t’s strategic goal is to build relationships with leading healthcare providers 

to align incentives, moderate risks inherent to real estate, and enhance financial capabilities. Su c h

relationships often foster addit ional investments and the opportunity to provide extended real estate

s e rvices over t ime.

H E A L T H C A R E R E A L T Y T R U S T A T A G L A N C E :

I N V E S T M E N T S &
C O M M I T M E N T S

($ in millions)

$ 1 , 8 0 0

$ 1 , 5 0 0

$ 1 , 2 0 0

$ 9 0 0

$ 6 0 0

$ 3 0 0

$ 0

98 99 00 01

R E V E N U E S

($ in millions)

$ 2 0 0

$ 1 5 0

$ 1 0 0

$ 5 0

$ 0

98 99 00 01 Q2 Q4 Q2 Q4 Q2 Q4 Q2 Q4
98 98 99 99 00 00 01 01

D I V I D E N D S P E R C O M M O N S H A R E

$ 0 . 5 9

$ 0 . 5 8

$ 0 . 5 7

$ 0 . 5 6

$ 0 . 5 5

$ 0 . 5 4

$ 0 . 5 3

$ 0 . 5 2

$ 0 . 5 1

$ 0 . 5 0

$ 0 . 4 9

$ 0 . 4 8

$ 2 . 3 6
A n n u a l i z e d


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The Company remains encouraged by the activi ty generated from its exc l u s i ve, business part n e r

a g reement with VHA Inc. , a national  alliance of more than 2,200 not-for-profit  healthcare

organizations. VHA members, like many other healthcare providers, are refocusing on their clinical

mission while outsourcing non-core services. He a l t h c a re Realty Tru s t’s pre f e r red agreement with V H A

to provide real estate capital and integrated services to its members has led to the development of seve r a l

long-term re l a t i o n s h i p s .

C O N S E R V A T I V E F I N A N C I A L M A N A G E M E N T

He a l t h c a re Realty Tru s t’s conserva t i ve capital stru c t u re continues to differentiate the Company fro m

other REITs and enable the Company to take advantage of worthy investment opportunities. We believe

quality growth is achieved by focusing only on investments with leading healthcare providers that ensure

long-term performance. 

The Company consistently maintains a low business-risk profile through its prudent use of debt leve r a g e .

The Company’s ratio of debt-to-total book capitalization remained among the lowest of its peers – 33%

at year-end. Our investment-grade ratings, including the addition of St a n d a rd & Po o r’s credit rating in

2001, continue to validate the Company’s investment approach, operational strategies, and conserva t i ve

capital stru c t u re. 

The management team is grateful to the Board of Di rectors and our employees for their energy and

commitment. We appreciate our shareholders, whose support and invo l vement provide the foundation

for the Company's continued grow t h .

Si n c e rely yo u r s ,

David R. Em e ry

Chairman of the Board and CEO


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RI C H M O N D ME D I C A L BU I L D I N G II   
Richmond, Vi r g i n i a

BA P T I S T WO M E N’S PH Y S I C I A N
OF F I C E

Memphis, Te n n e s s e e

SU N R I S E MO U N TA I N VI EW
ME D I C A L CE N T E R

Las Vegas, Ne va d a

HU E B N E R ME D I C A L CE N T E R
San An t o n i o, Te x a s

LI B E RTY HO S PI TA L ME D I C A L OF F I C E
Li b e rt y, Mi s s o u r i

LEW I S - GA L E CL I N I C
Roanoke, Vi r g i n i a

UN I T E D ME D I C A L CE N T E R
C h e yenne, Wyo m i n g

ST. AN D R EW’S SU RG E RY CE N T E R
Venice, Fl o r i d a

OR A N G E CO U N TY RE G I O N A L
CA N C E R CE N T E R

Fountain Va l l e y, Ca l i f o rn i a

EPH R ATA CA N C E R CE N T E R

Ep h rata, Pe n n s y l va n i a

Selected 
P R O P E R T I E S

SA R A S OTA ME D I C A L CE N T E R
Sa rasota, Fl o r i d a

KE R LA N JO B E ME D I C A L CE N T E R
Los Angeles, Ca l i f o rn i a
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★ CO R P O R AT E OF F I C E ● IN V E S T M E N TS ▲ MA N AG E D P RO PE RT I E S

●

Pro p e rty 
L O C A T I O N S

Alabama 15
Arizona 8
Arkansas 1
California 17
Colorado 3
Connecticut 1
Florida 170
Georgia 8
Idaho 1
Illinois 3

Indiana 1
Kansas 2
Massachusetts 5
Michigan 8
Mississippi 7
Missouri 10
Nevada 3
New Jersey 2
New Mexico 1
North Carolina 2

Ohio 3
Oklahoma 5
Oregon 1
Pennsylvania 22
South Carolina 2
Tennessee 24
Texas 31
Virginia 50
Wyoming 2

* As of December 31, 2001, Healthcare Realty Trust managed 223 properties of which 60 were owned.


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The following table sets forth financial information for the Company which is derived from the Consolidated Financial Statements of the
Company (dollars in thousands, except per share data):

Years Ended December 31,
2 0 0 1 2 0 0 0 1999 1998 ( 2 ) 1 9 9 7

Statement of Income Data: 
Total re ve n u e s $ 1 9 4 , 5 3 8 $ 1 9 5 , 3 3 8 $ 1 8 7 , 2 5 7 $ 9 2 , 4 2 9 $ 5 9 , 7 9 6
In t e rest expense $ 3 8 , 1 1 0 $ 4 2 , 9 9 5 $ 3 8 , 6 0 3 $ 1 3 , 0 5 7 $ 7 , 9 6 9
Net income $ 7 9 , 8 8 7 $ 7 9 , 8 0 1 $ 8 6 , 0 2 7 $ 4 0 , 4 7 9 $ 3 1 , 2 1 2
Net income per common share - Ba s i c $ 1 . 8 4 $ 1 . 8 5 $ 2 . 0 2 $ 1 . 6 6 $ 1 . 7 1
Net income per common share - Di l u t e d $ 1 . 8 1 $ 1 . 8 2 $ 1 . 9 9 $ 1 . 6 3 $ 1 . 6 8
Weighted average common shares 

outstanding – Ba s i c 3 9 , 8 4 0 , 2 8 5 3 9 , 5 4 4 , 4 0 0 3 9 , 3 2 6 , 5 9 4 2 4 , 0 4 3 , 9 4 2 1 8 , 2 2 2 , 2 4 3
Weighted average common shares 

outstanding – Di l u t e d 4 0 , 4 6 3 , 1 5 8 4 0 , 3 0 1 , 4 0 9 3 9 , 8 1 0 , 3 0 6 2 4 , 5 2 4 , 6 0 0 1 8 , 5 7 2 , 4 9 2

Balance Sheet Da t a (as of the end of the period):
Real estate pro p e rties, net $ 1 , 3 4 9 , 6 6 4 $ 1 , 3 5 8 , 8 2 6 $ 1 , 3 1 5 , 1 5 0 $ 1 , 3 3 7 , 4 3 9 $ 4 6 6 , 2 7 3
Total assets $ 1 , 5 5 5 , 9 1 0 $ 1 , 5 8 7 , 0 7 6 $ 1 , 6 0 7 , 9 6 4 $ 1 , 6 1 2 , 4 2 3 $ 4 8 8 , 5 1 4
Notes and bonds payable $ 5 0 5 , 2 2 2 $ 5 3 6 , 7 8 1 $ 5 6 3 , 8 8 4 $ 5 5 9 , 9 2 4 $ 1 0 1 , 3 0 0
Total stockholders' equity $ 1 , 0 1 2 , 0 8 7 $ 1 , 0 0 8 , 0 3 7 $ 1 , 0 1 7 , 9 0 3 $ 1 , 0 1 7 , 7 0 4 $ 3 7 6 , 4 7 2

Other Da t a :
Funds from operations – Basic ( 1 ) $ 1 0 6 , 9 2 2 $ 1 0 5 , 3 7 8 $ 1 0 5 , 7 2 7 $ 5 9 , 6 6 7 $ 4 2 , 3 3 7
Funds from operations – Diluted ( 1 ) $ 1 0 6 , 9 2 2 $ 1 0 5 , 6 5 3 $ 1 0 5 , 7 2 7 $ 5 9 , 7 3 1 $ 4 2 , 3 3 7
Funds from operations per common 

s h a re – Basic ( 1 ) $ 2 . 6 8 $ 2 . 6 6 $ 2 . 6 9 $ 2 . 4 8 $ 2 . 3 2
Funds from operations per common 

s h a re – Diluted ( 1 ) $ 2 . 6 4 $ 2 . 6 2 $ 2 . 6 6 $ 2 . 4 4 $ 2 . 2 8
Dividends declared and paid per common 

s h a re $ 2 . 3 1 $ 2 . 2 3 $ 2 . 1 5 $ 2 . 0 7 $ 1 . 9 9

( 1 ) See Note 10 to Consolidated Financial St a t e m e n t s .
( 2 ) In October 1998, the Company acquired Capstone Capital Corporation.

Selected Financial 
I N F O R M A T I O N


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O V E RV I E W

He a l t h c a re Realty Trust Incorporated (the "Company") operates under the Internal Re venue Code of 1986, as amended (the
"Code"), as an indefinite life real estate investment trust ("REIT"). The Company, a self-managed and self-administered REIT, fol-
l ows a general growth strategy that integrates owning, managing, and developing income-producing real estate pro p e rties and mort-
gages associated with the delive ry of healthcare services throughout the United States. Management believes that by providing re l a t-
ed real estate services, it can differentiate the Company’s competitive market position, expand its asset base and increase re ve n u e .

Substantially all of the Company’s re venues are derived from rentals on its healthcare real estate pro p e rty facilities, interest earned
on mortgage loans and from the temporary investment of funds in short-term instruments, and from management and deve l o p m e n t
s e rvices. Leases and other financial support arrangements with respect to the Company’s healthcare real estate facilities reduce expo-
s u re to increased costs and expenses incurred with respect to the operation of the facilities which are borne by tenants and healthcare
p roviders related to the facilities. The Company incurs operating and administrative expenses, principally compensation expense,
office rental and related occupancy costs and various expenses incurred in the process of managing its existing portfolio and acquiring
additional pro p e rt i e s .

R E S U L T S O F O P E R AT I O N S

2001 Compared to 2000
For the year ended December 31, 2001, net income was $79.9 million, or $1.84 per basic common share ($1.81 per diluted com-

mon share), on total re venues of $194.5 million compared to net income of $79.8 million, or $1.85 per basic common share ($1.82
per diluted common share), on total re venues of $195.3 million, for the year ended December 31, 2000.  Funds from operations
("FFO") was $106.9 million, or $2.68 per basic common share ($2.64 per diluted common share), for the year ended December 31,
2001 compared to $105.4 million, basic ($105.7 million, diluted), or $2.66 per basic common share ($2.62 per diluted common
s h a re), in 2000.

( Dollars in thousands) 2 0 0 1 2 0 0 0
R E V E N U E S

Master lease rental income $ 9 9 , 9 6 2 $ 9 7 , 2 3 8
Pro p e rty operating income 6 7 , 7 5 0 6 2 , 4 0 0
Straight line re n t 5 , 7 4 9 7 , 8 2 7
Total rental income 1 7 3 , 4 6 1 1 6 7 , 4 6 5
Mo rtgage interest income 1 7 , 2 5 4 2 2 , 7 5 5
Management fees 1 , 5 3 3 2 , 7 8 5
In t e rest and other income 2 , 2 9 0 2 , 3 3 3

1 9 4 , 5 3 8 1 9 5 , 3 3 8
E X P E N S E S

General and administrative 1 0 , 1 1 0 8 , 7 3 9
Pro p e rty operating expenses 2 6 , 5 1 5 2 2 , 6 2 8
In t e re s t 3 8 , 1 1 0 4 2 , 9 9 5
De p re c i a t i o n 4 0 , 8 2 3 3 8 , 9 9 4
A m o rt i z a t i o n 3 0 3 5 1 3
Provision for loss on inve s t m e n t 0 1 , 0 0 0

1 1 5 , 8 6 1 1 1 4 , 8 6 9
Net income before net gain (loss) on sale of real estate pro p e rt i e s 7 8 , 6 7 7 8 0 , 4 6 9
Net gain (loss) on sale of real estate pro p e rt i e s 1 , 2 1 0 ( 6 6 8 )
Net income $ 7 9 , 8 8 7 $ 7 9 , 8 0 1

Total re venues for the year ended December 31, 2001 compared to the year ended December 31, 2000 decreased $0.8 million or
0.4% as discussed below :

• Master lease rent and pro p e rty operating income increased $8.1 million or 5.1% due mainly to the acquisition of 15 re ve n u e - p ro-
ducing pro p e rties, the disposal of nine pro p e rties and the completion of five pro p e rties under construction that began operations.

Ma n a g e m e n t’s Discussion and Analysis of Financial Condition
A N D R E S U L T S O F O P E R A T I O N S


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• Straight line rent income decreased $2.1 million or 26.6%. This decrease is due mainly to the identification during 2000 of addi-
tional leases acquired in 1998 for which straight line rent should be re c o g n i zed. The amount of straight line rent income that was
re c o rded in 2000 that related to prior years totaled approximately $1.2 million or $0.03 per basic and diluted common share .

• Mo rtgage interest income decreased $5.5 million or 24.2% for 2001 compared to 2000 due mainly to the repayment of 42 mort-
gages during 2000 and 2001.

• Management fees decreased $1.3 million or 45.0% from 2000 to 2001 due mainly to the loss of pro p e rty and asset management
contracts related to 3.7 million square feet.

Total expenses for the year ended December 31, 2001 compared to the year ended December 31, 2000 increased $1.0 million or
0.9% as discussed below :

• General and administrative expenses increased $1.4 million or 15.7% for 2001 compared to 2000 due mainly to certain debt-
related charges in the third quarter of 2001 and an increase in the number of employees and related compensation for port f o l i o
management, development and other service-based activities.

• Pro p e rty operating expenses and depreciation expense for 2001 compared to 2000 increased $3.9 million or 17.2% and $1.8
million or 4.7%, re s p e c t i vely due mainly to the acquisition of 15 re ve n u e - p roducing pro p e rties, the disposal of nine pro p e rt i e s ,
and the completion of five pro p e rties under construction that began operations.

• In t e rest expense for 2001 compared to 2000 decreased $4.9 million or 11.4% due mainly to the continuing decrease in intere s t
rates along with a reduction in total debt outstanding from 2000 to 2001. (see Note 4 to Consolidated Financial St a t e m e n t s )

• In 2000, the Company fully re s e rved for its $1.0 million investment in the pre f e r red stock of a private assisted living company
which was acquired in 1998 in its merger with Capstone Capital Corporation. 

2000 Compared to 1999
For the year ended December 31, 2000, net income was $79.8 million, or $1.85 per basic common share ($1.82 per diluted com-

mon share), on total re venues of $195.3 million compared to net income of $86.0 million, or $2.02 per basic common share ($1.99
per diluted common share), on total re venues of $187.3 million, for the year ended December 31, 1999. FFO was $105.4 million,
basic ($105.7 million, diluted), or $2.66 per basic common share ($2.62 per diluted common share), for the year ended De c e m b e r
31, 2000 compared to $105.7 million, or $2.69 per basic common share ($2.66 per diluted common share), in 1999.

( Dollars in thousands) 2 0 0 0 1 9 9 9
R E V E N U E S

Master lease rental income $ 9 7 , 2 3 8 $ 9 2 , 0 7 0
Pro p e rty operating income 6 2 , 4 0 0 5 7 , 7 7 8
Straight line re n t 7 , 8 2 7 6 , 8 8 5
Total rental income 1 6 7 , 4 6 5 1 5 6 , 7 3 3
Mo rtgage interest income 2 2 , 7 5 5 2 5 , 9 4 0
Management fees 2 , 7 8 5 2 , 7 2 7
In t e rest and other income 2 , 3 3 3 1 , 8 5 7

1 9 5 , 3 3 8 1 8 7 , 2 5 7
E X P E N S E S

General and administrative 8 , 7 3 9 7 , 2 8 7
Pro p e rty operating expenses 2 2 , 6 2 8 2 1 , 0 7 7
In t e re s t 4 2 , 9 9 5 3 8 , 6 0 3
De p re c i a t i o n 3 8 , 9 9 4 3 8 , 5 6 6
A m o rt i z a t i o n 5 1 3 4 7 3
Provision for loss on inve s t m e n t 1 , 0 0 0 0

1 1 4 , 8 6 9 1 0 6 , 0 0 6
Net income before net gain (loss) on sale of real estate pro p e rt i e s 8 0 , 4 6 9 8 1 , 2 5 1
Net gain (loss) on sale of real estate pro p e rt i e s ( 6 6 8 ) 4 , 7 7 6
Net income $ 7 9 , 8 0 1 $ 8 6 , 0 2 7

Ma n a g e m e n t’s Discussion and Analysis of Financial Condition
A N D R E S U L T S O F O P E R A T I O N S


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Total re venues for the year ended December 31, 2000 compared to the year ended December 31, 1999 increased $8.1 million or
4.3% as discussed below:  

• Master lease rent and pro p e rty operating income increased $9.8 million or 6.5% due mainly to the acquisition of 19 re ve n u e - p ro-
ducing pro p e rties, the disposal of 12 pro p e rties, and the completion of 13 pro p e rties under construction that began operations.

• Straight line rent income increased $0.9 million or 13.7%. This increase is due mainly to the identification during 2000 of addi-
tional leases acquired in 1998 for which straight line rent should be re c o g n i zed. The amount of straight line rent income re c o rd-
ed in 2000 that related to prior years totaled approximately $1.2 million or $0.03 per basic and diluted common share .

• Mo rtgage interest income decreased $3.2 million or 12.3% for 2000 compared to 1999 due mainly to the repayment of 31 mort-
gages during 1999 and 2000.

• In t e rest and other income increased $0.5 million or 25.6% due mainly to the recognition of income of approximately $1.0 mil-
lion in loan prepayment penalties and exit fees resulting from the repayment of 14 mortgage notes re c e i vable. Fu rt h e r, in 2000,
the Company sold a participating interest in one of its notes re c e i vable decreasing the Company’s interest income on the note
by approximately $0.4 million.  

Total expenses for the year ended December 31, 2000 compared to the year ended December 31, 1999 increased $8.9 million or
8.4% as discussed below :

• General and administrative expenses increased $1.5 million or 19.9% for 2000 compared to 1999. The primary reason for the
i n c rease is due mainly to increased state tax expense re c o rded in 2000 related to 1998 through 2000 resulting from the Capstone
merger impact on corporate stru c t u re coupled with changes in state tax laws. The Company also incurred expenses during 2000
pursuing profit-enhancing initiative s .

• Pro p e rty operating expenses and depreciation expense for 2000 compared to 1999 increased $1.6 million or 7.4% and $0.4 mil-
lion or 1.1%, re s p e c t i vely due to mainly the acquisition of 19 re ve n u e - p roducing pro p e rties, the disposal of 12 pro p e rties, and
the completion of 13 pro p e rties under construction that and began operations.

• In t e rest expense for 2000 compared to 1999 increased $4.4 million or 11.4% due mainly to the following factors. During 2000,
the Company privately placed $70.0 million of unsecured senior notes due 2006 resulting in additional interest expense of
a p p roximately $4.9 million in 2000. In t e rest expense on the unsecured credit facility and term loan facility increased approx i-
mately $1.5 million from 1999 to 2000 due to an increase in the combined weighted average interest rate of approximately 1.4%
while the combined weighted average balance outstanding decreased approximately $57.5 million. In t e rest expense on the $90.0
million of unsecured senior notes due 2002 decreased approximately $1.3 million due to annual principal payments of $18.0
million. Fu rt h e r, one mortgage note payable assumed in 1998 was defeased by the Company at maturity in June 2000 which
resulted in a decrease of approximately $0.8 million in interest expense from 1999 to 2000.

• In 2000, the Company fully re s e rved for its $1.0 million investment in the pre f e r red stock of a private assisted living company
which was acquired in 1998 in its merger with Capstone Capital Corporation.
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Liquidity and Capital Re s o u rc e s
As discussed in more detail in Note 4 to the Consolidated Financial Statements, the Company, for 2001 and there a f t e r, has been

or is committed to pay interest and outstanding principal balances on its notes and bonds payable as follows (dollars in millions):

Balance at Balance at C o n t r a c t u a l
December 31, December 31, Maturity In t e rest Rate In t e re s t

2 0 0 1 2 0 0 0 Da t e at 12/31/01 Pa y m e n t s Principal Pa y m e n t s
Un s e c u red credit facility 
due 2001 $ 0 $ 2 6 5 . 0 1 0 / 0 1 LIBOR + 1.05% Qu a rt e r l y At maturity
Un s e c u red credit facility 
due 2004 ( 1 ) 3 8 . 0 0 7 / 0 4 LIBOR +1.15% Qu a rt e r l y At maturity
Term loan facility 0 2 5 . 0 3 / 0 1 LIBOR + 2.50% Qu a rt e r l y At maturity
Senior notes due 2002 1 8 . 0 3 6 . 0 9 / 0 2 7 . 4 1 % Se m i - A n n u a l $18 million annually
Senior notes due 2006 7 0 . 0 7 0 . 0 4 / 0 6 9 . 4 9 % Se m i - A n n u a l $20.3 million in 2004, 2005

and $29.4 million in 2006
Senior notes due 2011, net 2 9 8 . 9 0 5 / 1 1 8 . 1 2 5 % Se m i - A n n u a l At maturity
6.55% Conve rtible 

s u b o rdinated debentures, net 0 7 4 . 5 3 / 0 2 6 . 5 5 % Se m i - A n n u a l At maturity
10.5% Conve rtible 

s u b o rdinated debentures, net 0 3 . 4 4 / 0 2 1 0 . 5 % Se m i - A n n u a l At maturity
Mo rtgage notes payable 7 5 . 6 5 7 . 1 9 / 0 4 - 7 / 2 6 7 . 2 2 % - 8 . 5 0 % Mo n t h l y Monthly or at maturity
Other note payable 4 . 7 5 . 8 7 / 0 5 7 . 5 3 % Se m i - A n n u a l Se m i - A n n u a l

$ 5 0 5 . 2 $ 5 3 6 . 8
( 1 ) The Company pays a quarterly facility fee of 0.2% on the commitment.    

During 2001, the Company focused on reorganizing its debt stru c t u re and repaying or replacing debt instruments having short e r
maturities with debt instruments having longer maturities, effectively strengthening its balance sheet (see Note 4 for more detail):

• During 2001, the Company sold a 70,494 square foot ancillary hospital facility, a 10,855 square foot ambulatory surgery center,
a 25,660 square foot physician clinic and two assisted living facilities with an aggregate square footage of 114,701 for net pro c e e d s
totaling $24.9 million.  Fu rt h e r, the Company re c e i ved net proceeds totaling $51.8 million from the repayment of eighteen mort-
gages during 2001.  These proceeds we re used to partially repay the Term Loan Facility due in 2001, the Un s e c u red Credit Fa c i l i t y
due 2001, the Un s e c u red Credit Facility due 2004, as well as for general corporate purposes.

• In April 2001, the Company entered into six mortgage notes due 2011 totaling $35.0 million.  The net proceeds from this trans-
action we re used to fully repay the Term Loan Facility due 2001 and partially repay the Un s e c u red Credit Facility due 2001.

• In May 2001, the Company publicly issued $300.0 million of Senior Notes due 2011 and used a portion of the net proceeds to
fully repay the Un s e c u red Credit Facility due 2001.  The balance was used as a portion of the funds for the redemption of the
6.55% De b e n t u res and 10.5% De b e n t u res, both due in 2002.

• In July 2001, the Company replaced its $300.0 million Un s e c u red Credit Facility due 2001 with a $150.0 million Un s e c u re d
Credit Facility due 2004.  The Un s e c u red Credit Facility due 2004 bears interest at LIBOR rates plus 1.15%, payable quart e r l y,
and matures in July 2004.  In addition, the Company pays a facility fee of 0.2% on the commitment.  Also, the Company
redeemed its 6.55% De b e n t u res and 10.5% De b e n t u res from proceeds remaining from the Senior Notes due 2011 and from the
Un s e c u red Credit Facility due 2004.

• In August 2001, the Company repaid four variable rate mortgage notes due in December 2003 totaling $14.2 million with pro-
ceeds from the Un s e c u red Credit Facility due 2004.

• In December 2001, the Company sold 525,000 shares of common stock, par value $.01 per share, in an underwritten public offer-
ing.  The net proceeds of $14.0 million we re used to repay outstanding indebtedness under the Un s e c u red Credit Facility due
2004, to fund development commitments and for general corporate purposes.

• During 2001, the Company funded approximately $38.9 million in development commitments, tenant improvements and other
facility improvements and acquired a 97,487 square foot ancillary hospital facility for $14.1 million.  These commitments we re
funded from internally generated cash flows, from the Company’s unsecured credit facilities, or from capital market financing.
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In 2001, the Company lengthened its debt maturities so that approximately 68% of its December 31, 2001 debt balance is due
after 2006.  At Ja n u a ry 31, 2002, the Company had additional borrowing capacity of $104.0 million under the Un s e c u red Cre d i t
Facility due 2004.

Upon repayment of the Term Loan Facility in April 2001 and the repayment of the Un s e c u red Credit Facility in May 2001, the
C o m p a n y’s outstanding debt was primarily fixed rate. The Company’s practice and objective has been to protect itself against changes
in fair value due to changes in market interest rates by maintaining a mix of variable and fixed rate debt.  In order to accomplish this
o b j e c t i ve, in June 2001, the Company entered into interest rate swap agreements with two lending institutions for notional amounts
totaling $125.0 million which are expected to offset changes in the fair value of $125.0 million of the Senior Notes due 2011.  In
both interest rate swaps, the Company re c e i ves an 8.125% fixed rate and pays a variable rate of LIBOR plus 1.99%, set in arre a r s ,
with semi-annual settlement dates each May 1 and November 1.  The swaps are not callable for the first five years.  After five ye a r s ,
the swaps are callable, at fair value, by either party if, and only if, the other party is downgraded below investment grade by two or
m o re credit rating agencies.  These deriva t i ve instruments meet all re q u i rements of a fair value hedge and are accounted for using the
" s h o rtcut method" as set forth in FAS 133.  As such, changes in fair value will have no impact on the income statement.  At De c e m b e r
31, 2001, the fair value of the hedge is re p o rted in other assets with an offsetting increase to the Senior Notes due 2011 included in
notes and bonds payable on the Company’s balance sheet.

As of December 31, 2001, the Company can issue an aggregate of approximately $171.6 million of securities remaining under its
c u r rently effective registration statement.  Should the market permit, the Company may issue securities under its registration state-
ments.  The Company may, under certain circumstances, borrow additional amounts in connection with the re n ovation or expansion
of its pro p e rties, the acquisition or development of additional pro p e rties or, as necessary, to meet distribution re q u i rements for REITs
under the Code.  The Company may raise additional capital or make investments by issuing, in public or private transactions, its equi-
ty and debt securities, but the availability and terms of any such issuance will depend upon market and other conditions.

The Company generated net cash from operations in 2001 of $91.3 million, a decrease of $29.8 million from 2000 and $0.4 mil-
lion from 1999.  The decrease from 2000 resulted primarily from changes in other assets, other liabilities, accounts payable and
a c c rued expenses.  The decrease from 1999 resulted primarily from a decrease in net income and an increase in other assets.  Ot h e r
significant sources and uses of cash for investing and financing activities are set forth in the Statement of Cash Fl ows in the
Consolidated Financial St a t e m e n t s .

As of December 31, 2001, the Company had a net investment of approximately $18.3 million in four build-to-suit deve l o p m e n t s
in pro g ress which have a total remaining funding commitment of approximately $13.3 million.  The Company intends to fund these
commitments with internally generated cash flow, proceeds from the Un s e c u red Credit Facility due 2004, proceeds from the sale of
additional assets, proceeds from additional repayments of mortgage notes re c e i vable, or additional capital market financing.  

At December 31, 2001, the Company had stockholders’ equity of $1.0 billion. The debt-to-total capitalization ratio, on a book
basis, was approximately .333 to 1 at December 31, 2001.

On Ja n u a ry 22, 2002, the Company declared an increase in its quarterly common stock dividend from $.585 per share ($2.34
a n n u a l i zed) to $.59 per share ($2.36 annualized) payable to stockholders of re c o rd as of Fe b ru a ry 15, 2002.  This dividend was paid
on Ma rch 6, 2002. While the Company has no present plans to change its quarterly common stock dividend policy, the dividend pol-
icy is re v i ewed each quarter by its board of directors.  

During 2002, the Company will pay quarterly dividends on its 8 7/8% Series A Cu m u l a t i ve Pre f e r red Stock in the annualize d
amount of $2.22 per share. 

Under the terms of the leases and other financial support agreements relating to most of the pro p e rties, tenants or healthcare
p roviders are generally responsible for operating expenses and taxes relating to the pro p e rties. As a result of these arrangements, with
limited exceptions not material to the performance of the Company, the Company does not believe any increases in the pro p e rty oper-
ating expenses or taxes would significantly impact the operating results of the Company during the re s p e c t i ve terms of the agre e m e n t s .
The Company anticipates entering into similar arrangements with respect to additional pro p e rties it acquires or develops. After the
term of the leases or financial support agreements, or in the event the financial obligations re q u i red by the agreement are not met,
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the Company anticipates that any expenditures it might become responsible for in maintaining the pro p e rties will be funded by occu-
pancy tenants, by cash from operations and, in the case of major expenditures, possibly by borrowings. To the extent that unantici-
pated expenditures or significant borrowings are re q u i red, the Company’s cash available for distribution and liquidity may be adve r s e-
ly affected.

The Company plans to continue to meet its liquidity needs, including funding additional investments in 2002, paying its quar-
terly dividends and funding its debt service from its cash flows, proceeds from the Un s e c u red Credit Facility due 2004, proceeds of
m o rtgage notes re c e i vable repayments, sales of real estate investments, or additional capital market financing.  The Company believe s
that its liquidity and sources of capital are adequate to satisfy its cash re q u i rements. The Company, howe ve r, cannot be certain that
these sources of funds will be available at a time and upon terms acceptable to the Company in sufficient amounts to meet its liq-
uidity needs.

The Un s e c u red Credit Facility due 2004, the Senior Notes due 2002, and the Senior Notes due 2006 contain certain financial
c ovenants customary in such loan agreements.  The Company was in compliance with these covenants at December 31, 2001.

Impact of In f l a t i o n
Inflation has not significantly affected the earnings of the Company because of the moderate inflation rate and the fact that most

of the Company’s leases and financial support arrangements re q u i re tenants and sponsors to pay all or some portion of the incre a s e s
in operating expenses, there by reducing the risk of any adverse effects of inflation to the Company. In addition, inflation will have
the effect of increasing gross re venue the Company is to re c e i ve under the terms of the leases and financial support arrangements.
Leases and financial support arrangements va ry in the remaining terms of obligations from one to twenty years, further reducing the
risk of any adverse effects of inflation to the Company. The Un s e c u red Credit Facility due 2004 bears interest at a variable rate; there-
f o re, the amount of interest payable under the unsecured credit facility will be influenced by changes in short-term rates, which tend
to be sensitive to inflation.  Ge n e r a l l y, changes in inflation and interest rates tend to move in the same direction.  During periods
w h e re interest rate increases outpace inflation, the Company’s operating results should be negatively impacted.  Likewise, when
i n c reases in inflation outpace increases in interest rates, the Company’s operating results should be positively impacted.

Ma rket Risk
The Company is exposed to market risk, in the form of changing interest rates, on its debt and mortgage notes re c e i vable. T h e

Company has no market risk with respect to deriva t i ves and foreign currency fluctuations. Management uses daily monitoring of mar-
ket conditions and analytical techniques to manage this risk.

In 2001, the Company entered into interest rate swap agreements with two lending institutions which are expected to offset
changes in the fair value of $125 million of the Senior Notes due 2011.  At December 31, 2001, the fair value of the hedge is re p o rt-
ed in other assets with an offsetting increase to the Senior Notes due 2011 included in notes and bonds payable on the Company’s
balance sheet. (see Note 4 for further details)

At December 31, 2001 and 2000, the fair value of the Company's variable rate debt approximated its carrying value of $162.8 mil-
lion and $304.2 million, re s p e c t i ve l y.  Because the interest rate is variable with market interest rates, the carrying amount of va r i a b l e
rate debt will always approximate its fair value. Assuming the December 31, 2001 and 2000 carrying value of $162.8 million and
$304.2 million, re s p e c t i ve l y, is held constant, the hypothetical increase in interest expense resulting from a one percentage point
i n c rease in interest rates, would be $1.6 million and $3.0 million, re s p e c t i ve l y.  The interest rate on variable rate debt is based on and
variable with the London interbank offered rate ("LIBOR").

At December 31, 2001 and 2000, the carrying value of the Company’s fixed rate debt was $342.5 million and $232.6 million,
re s p e c t i ve l y, and the fair value of the Company’s fixed rate debt was approximately $356.9 million and $218.8 million, re s p e c t i ve l y.
The fair value is based on the present value of future cash flows discounted at the market rate of interest.  Ma rket risk, expressed as
the hypothetical decrease in fair value resulting from a one percentage point increase in interest rates is $18.3 million and $3.8 mil-
lion, re s p e c t i ve l y, for aggregate fixed rate debt.
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At December 31, 2001 and 2000, the carrying value of the Company's fixed rate mortgage notes re c e i vable was $122.1 million
and $171.0 million, re s p e c t i ve l y, and the fair value was approximately $124.2 million and $168.7 million, re s p e c t i ve l y.  The fair va l u e
is based on the present value of future cash flows discounted at an assumed market rate of interest.  Because no market rates of inter-
est are published for these assets, the market rate of interest is assumed to be the same spread to U.S. Tre a s u ry yields for comparable
maturities that existed when the mortgage notes re c e i vable we re acquired in a 1998 acquisition, adjusted to published U.S. Tre a s u ry
yields.  Ma rket risk, expressed as the hypothetical decrease in fair value resulting from a one percentage point increase in interest rates,
is $7.7 million and $4.1 million for December 31, 2001 and 2000, re s p e c t i ve l y, on the aggregate portfolio of fixed rate mort g a g e
notes re c e i va b l e .

Ca u t i o n a ry Language Re g a rding Fo rw a rd Looking St a t e m e n t s
This Annual Re p o rt to Sh a reholders and other materials the Company has filed or may file with the Securities and Exc h a n g e

Commission, as well as information included in oral statements or other written statements made, or to be made, by senior manage-
ment of the Company, contain, or will contain, disclosures which are "forw a rd-looking statements."  Fo rw a rd-looking statements
include all statements that do not relate solely to historical or current facts and can be identified by the use of words such as "may, "
"will," "expect," "believe," "intend," "plan," "estimate," "project," "continue," "should" and other comparable terms.  These forw a rd -
looking statements are based on the current plans and expectations of management and are subject to a number of risks and uncer-
tainties that could significantly affect the Company’s current plans and expectations and future financial condition and results.  T h e
Company undertakes no obligation to publicly update or revise any forw a rd-looking statements, whether as a result of new informa-
tion, future events or otherwise.  Sh a reholders and investors are cautioned not to unduly rely on such forw a rd-looking statements
when evaluating the information presented in the Company’s filings and re p o rts.  For a detailed discussion of the risk factors associ-
ated with the Company, please refer to the Company’s filings with the Securities and Exchange Commission, including its Annual
Re p o rt on Form 10-K for the year ended December 31, 2001.
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The Bo a rd of Di rectors and St o c k h o l d e r s
He a l t h c a re Realty Trust In c o r p o r a t e d

We have audited the accompanying consolidated balance sheets of He a l t h c a re Realty Trust Incorporated as of December 31, 2001
and 2000, and the related consolidated statements of income, stockholders’ equity, and cash flows for each of the three years in the
period ended December 31, 2001. These financial statements are the responsibility of the Company’s management. Our re s p o n s i b i l-
ity is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States. Those standards re q u i re
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material mis-
statement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by management, as well as eva l u a t i n g
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements re f e r red to above present fairly, in all material respects, the consolidated financial position
of He a l t h c a re Realty Trust Incorporated at December 31, 2001 and 2000, and the consolidated results of its operations and its cash
f l ows for each of the three years in the period ended December 31, 2001 in conformity with accounting principles generally accept-
ed in the United States.  

Nashville, Te n n e s s e e
Ja n u a ry 24, 2002

Re p o rt of
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S e e  a c c o m p a n y i n g  n o t e s .

December 31,
( Dollars in thousands) 2 0 0 1 2 0 0 0
A S S E T S

Real estate pro p e rt i e s :
L a n d $ 1 4 9 , 5 2 2 $ 1 5 2 , 2 5 4
Buildings and improve m e n t s 1 , 3 3 2 , 9 4 8 1 , 2 9 0 , 3 9 5
Personal pro p e rt y 7 , 8 1 5 5 , 7 8 5
C o n s t ruction in pro g re s s 1 8 , 2 5 5 3 0 , 9 1 4

1 , 5 0 8 , 5 4 0 1 , 4 7 9 , 3 4 8
Less accumulated depre c i a t i o n ( 1 5 8 , 8 7 6 ) ( 1 2 0 , 5 2 2 )

Total real estate pro p e rties, net 1, 3 4 9 , 6 6 4 1 , 3 5 8 , 8 2 6

Cash and cash equiva l e n t s 2 , 9 3 0 1 , 7 8 8
Restricted cash – 5 7 7
Mo rtgage notes re c e i va b l e 1 2 2 , 0 7 4 1 7 1 , 0 0 6
Other assets, net 8 1 , 2 4 2 5 4 , 8 7 9
Total assets $ 1 , 5 5 5 , 9 1 0 $ 1 , 5 8 7 , 0 7 6

L I A B I L I T I E S A N D S T O C K H O L D E R S ’  E Q U I T Y

L i a b i l i t i e s :
Notes and bonds payable $ 5 0 5 , 2 2 2 $ 5 3 6 , 7 8 1
Accounts payable and accrued liabilities 1 8 , 8 9 4 2 2 , 0 2 0
Other liabilities 1 9 , 7 0 7 2 0 , 2 3 8

Total liabilities 5 4 3 , 8 2 3 5 7 9 , 0 3 9

Commitments and contingencies – –

St o c k h o l d e r s’ equity:
Pre f e r red stock, $.01 par value; 50,000,000 shares authorized; issued and 

outstanding 2001 and 2000 - 3,000,000; $75,000 liquidation pre f e re n c e 3 0 3 0
Common stock, $.01 par value; 150,000,000 shares authorize d ;

issued and outstanding 2001 – 41,465,919; 2000 – 40,314,399 4 1 4 4 0 3
Additional paid-in capital 1 , 0 8 9 , 1 2 7 1 , 0 6 1 , 1 9 0
De f e r red compensation ( 1 2 , 8 5 2 ) (9,730) 
Cu m u l a t i ve net income 3 7 5 , 0 6 1 2 9 5 , 1 7 4
Cu m u l a t i ve dividends ( 4 3 9 , 6 9 3 ) ( 3 3 9 , 0 3 0 )

Total stockholders’ equity 1 , 0 1 2 , 0 8 7 1 , 0 0 8 , 0 3 7
Total liabilities and stockholders’ equity $ 1 , 5 5 5 , 9 1 0 $ 1 , 5 8 7 , 0 7 6

Consolidated 
B A L A N C E S H E E T S
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Year Ended December 31,
( Dollars in thousands, except per share data) 2 0 0 1 2 0 0 0 1 9 9 9
R E V E N U E S

Master lease rental income $ 9 9 , 9 6 2 $ 9 7 , 2 3 8 $ 9 2 , 0 7 0
Pro p e rty operating income 6 7 , 7 5 0 6 2 , 4 0 0 5 7 , 7 7 8
Straight line re n t 5 , 7 4 9 7 , 8 2 7 6 , 8 8 5
Mo rtgage interest income 1 7 , 2 5 4 2 2 , 7 5 5 2 5 , 9 4 0
Management fees 1 , 5 3 3 2 , 7 8 5 2 , 7 2 7
In t e rest and other income 2 , 2 9 0 2 , 3 3 3 1 , 8 5 7

1 9 4 , 5 3 8 1 9 5 , 3 3 8 1 8 7 , 2 5 7

E X P E N S E S

General and administrative 1 0 , 1 1 0 8 , 7 3 9 7 , 2 8 7
Pro p e rty operating expenses 2 6 , 5 1 5 2 2 , 6 2 8 2 1 , 0 7 7
In t e re s t 3 8 , 1 1 0 4 2 , 9 9 5 3 8 , 6 0 3
De p re c i a t i o n 4 0 , 8 2 3 3 8 , 9 9 4 3 8 , 5 6 6
A m o rt i z a t i o n 3 0 3 5 1 3 4 7 3
Provision for loss on inve s t m e n t 0 1 , 0 0 0 0

1 1 5 , 8 6 1 1 1 4 , 8 6 9 1 0 6 , 0 0 6
Net income before net gain (loss) on sale of real estate pro p e rt i e s 7 8 , 6 7 7 8 0 , 4 6 9 8 1 , 2 5 1
Net gain (loss) on sale of real estate pro p e rt i e s 1 , 2 1 0 ( 6 6 8 ) 4 , 7 7 6
Net income $ 7 9 , 8 8 7 $ 7 9 , 8 0 1 $ 8 6 , 0 2 7
Net income per common share - Ba s i c $ 1 . 8 4 $ 1 . 8 5 $ 2 . 0 2
Net income per common share - Di l u t e d $ 1 . 8 1 $ 1 . 8 2 $ 1 . 9 9
Weighted average common shares outstanding - Ba s i c 3 9 , 8 4 0 , 2 8 5 3 9 , 5 4 4 , 4 0 0 3 9 , 3 2 6 , 5 9 4
Weighted average common shares outstanding - Di l u t e d 4 0 , 4 6 3 , 1 5 8 4 0 , 3 0 1 , 4 0 9 3 9 , 8 1 0 , 3 0 6
Dividend declared, per common share, during the period $ 2 . 3 1 $ 2 . 2 3 $ 2 . 1 5

C o n s o l i d a t e d
S T A T E M E N T S O F I N C O M E

S e e  a c c o m p a n y i n g  n o t e s .
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Ad d i t i o n a l Cu m u l a t i ve To t a l

( Dollars in thousands, Pre f e r re d C o m m o n Pa i d - In De f e r re d Ne t Cu m u l a t i ve St o c k h o l d e r s’
e xcept per share data) St o c k St o c k C a p i t a l C o m p e n s a t i o n In c o m e Di v i d e n d s Eq u i t y
Balance at December 31, 1998 $ 3 0 $ 3 9 8 $ 1 , 0 4 9 , 0 3 9 $ ( 1 0 , 6 6 2 ) $ 1 2 9 , 3 4 6 $ ( 1 5 0 , 4 4 7 ) $ 1 , 0 1 7 , 7 0 4

Issuance of common stock – 2 5 , 3 4 5 – – – 5 , 3 4 7
Sh a res awarded as deferre d

stock compensation – – 2 1 ( 2 1 ) – – 0
De f e r red stock compensation

a m o rt i z a t i o n – – – 1 , 1 7 4 – – 1 , 1 7 4
Net income – – – – 8 6 , 0 2 7 – 8 6 , 0 2 7
Dividends – common

($2.15 per share ) – – – – – ( 8 5 , 6 9 3 ) ( 8 5 , 6 9 3 )
Dividends – pre f e r re d

($2.22 per share ) – – – – – ( 6 , 6 5 6 ) ( 6 , 6 5 6 )

Balance at December 31, 1999 3 0 4 0 0 1 , 0 5 4 , 4 0 5 ( 9 , 5 0 9 ) 2 1 5 , 3 7 3 ( 2 4 2 , 7 9 6 ) 1 , 0 1 7 , 9 0 3
Issuance of stock – 2 5 , 1 7 1 – – – 5 , 1 7 3
Sh a res awarded as deferre d

stock compensation  – 1 1 , 6 1 4 ( 1 , 6 0 6 ) – – 9
De f e r red stock compensation

a m o rt i z a t i o n – – – 1 , 3 8 5 – – 1 , 3 8 5
Net income – – – – 7 9 , 8 0 1 – 7 9 , 8 0 1
Dividends – common

($2.23 per share ) – – – – – ( 8 9 , 5 7 7 ) ( 8 9 , 5 7 7 )
Dividends – pre f e r re d

($2.22 per share ) – – – – – ( 6 , 6 5 7 ) ( 6 , 6 5 7 )

Balance at December 31, 2000 3 0 4 0 3 1 , 0 6 1 , 1 9 0 ( 9 , 7 3 0 ) 2 9 5 , 1 7 4 ( 3 3 9 , 0 3 0 ) 1 , 0 0 8 , 0 3 7
Issuance of stock – 9 2 2 , 9 3 2 – – – 2 2 , 9 4 1
Sh a res awarded as deferre d

stock compensation – 2 5 , 0 0 5 ( 5 , 0 0 7 ) – – 0
De f e r red stock compensation

a m o rt i z a t i o n – – – 1 , 8 8 5 – – 1 , 8 8 5
Net income – – – – 7 9 , 8 8 7 – 7 9 , 8 8 7
Dividends – common

($2.31 per share ) – – – – – ( 9 4 , 0 0 7 ) ( 9 4 , 0 0 7 )
Dividends – pre f e r re d

($2.22 per share ) – – – – – ( 6 , 6 5 6 ) ( 6 , 6 5 6 )

Balance at December 31, 2001 $ 3 0 $ 4 1 4 $ 1 , 0 8 9 , 1 2 7 $ ( 1 2 , 8 5 2 ) $ 3 7 5 , 0 6 1 $ ( 4 3 9 , 6 9 3 ) $ 1 , 0 1 2 , 0 8 7

C o n s o l i d a t e d
S T A T E M E N T S O F S T O C K H O L D E R S ’  E Q U I T Y

S e e  a c c o m p a n y i n g  n o t e s .


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Year Ended December 31,
( In thousands) 2 0 0 1 2 0 0 0 1 9 9 9
O P E R AT I N G A C T I V I T I E S

Net income $ 7 9 , 8 8 7 $ 7 9 , 8 0 1 $ 8 6 , 0 2 7
Adjustments to reconcile net income to cash provided by operating activities: 

De p reciation and amort i z a t i o n 4 3 , 2 4 4 4 1 , 5 5 3 4 1 , 2 2 5
De f e r red compensation amort i z a t i o n 1 , 8 8 5 1 , 3 8 5 1 , 1 5 3
In c rease (decrease) in other liabilities 1 6 5 1 1 , 4 3 8 ( 1 , 9 7 3 )
In c rease in other assets ( 2 3 , 9 0 4 ) ( 1 0 , 9 2 4 ) ( 1 7 , 2 8 8 )
In c rease (decrease) in accounts payable and accrued liabilities ( 3 , 1 2 1 ) 5 , 0 5 6 ( 5 , 7 8 1 )
In c rease in straight line re n t ( 5 , 6 0 4 ) ( 7 , 8 2 7 ) ( 6 , 8 8 5 )
( Gain) loss on sales of real estate ( 1 , 2 1 0 ) 6 6 8 ( 4 , 7 7 6 )

Net cash provided by operating activities 9 1 , 3 4 2 1 2 1 , 1 5 0 9 1 , 7 0 2

I N V E S T I N G A C T I V I T I E S

Acquisition and development of real estate pro p e rt i e s ( 5 3 , 9 7 1 ) ( 9 7 , 7 5 0 ) ( 5 5 , 6 6 4 )
Funding of mort g a g e s ( 2 , 9 6 2 ) ( 7 , 9 5 5 ) ( 2 7 , 4 7 5 )
Proceeds from mortgage payments/sales 5 1 , 8 1 1 8 6 , 6 1 0 1 8 , 7 4 9
Proceeds from sale of real estate 2 4 , 8 5 8 1 5 , 0 4 8 4 6 , 9 2 9
Net cash provided by (used in) investing activities 1 9 , 7 3 6 ( 4 , 0 4 7 ) ( 1 7 , 4 6 1 )

F I N A N C I N G A C T I V I T I E S

B o r rowings on notes and bonds payable 5 2 0 , 6 5 2 1 5 1 , 7 6 0 1 2 5 , 2 0 0
Repayments on notes and bonds payable ( 5 5 2 , 8 6 6 ) ( 1 7 9 , 4 1 9 ) ( 1 2 1 , 6 0 8 )
Dividends paid ( 1 0 0 , 6 6 3 ) ( 9 6 , 2 3 4 ) ( 9 2 , 3 4 9 )
Proceeds from issuance of common stock 2 2 , 9 4 1 5 , 1 8 2 5 , 2 0 2
Net cash used in financing activities ( 1 0 9 , 9 3 6 ) ( 1 1 8 , 7 1 1 ) ( 8 3 , 5 5 5 )

In c rease (decrease) in cash and cash equivalents 1 , 1 4 2 ( 1 , 6 0 8 ) ( 9 , 3 1 4 )
Cash and cash equivalents, beginning of ye a r 1 , 7 8 8 3 , 3 9 6 1 2 , 7 1 0
Cash and cash equivalents, end of ye a r $ 2 , 9 3 0 $ 1 , 7 8 8 $ 3 , 3 9 6

Consolidated Statements of
C A S H F L O W S

S e e  a c c o m p a n y i n g  n o t e s .


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1 . S U M M A R Y O F S I G N I F I C A N T A C C O U N T I N G P O L I C I E S

Or g a n i z a t i o n

Healthcare Realty Trust Incorporated (the "Company") invests in healthcare-related properties and mortgages located throughout the

United States, including ancillary hospital facilities, skilled nursing facilities, physician clinics, comprehensive ambulatory care centers,

medical office buildings, inpatient rehabilitation facilities, assisted living facilities, other inpatient facilities and other outpatient facilities.

The Company provides management, leasing and build-to-suit development, and capital for the construction of new facilities as well as

for the acquisition of existing properties. These activities constitute a single business segment as defined by the Financial Accounting

Standards Board Statement No. 131, "Disclosures about Segments of an Enterprise and Related Information." As of December 31, 2001,

the Company had invested in 245 properties and mortgages located in 29 states, affiliated with 65 healthcare-related entities.

Basis of Pre s e n t a t i o n

The financial statements include the accounts of the Company, its wholly owned subsidiaries and certain other affiliated corporations

with respect to which the Company controls the operating activities and receives substantially all economic benefits. Significant inter-

company accounts and transactions have been eliminated.

Use of Estimates in Financial St a t e m e n t s

The preparation of financial statements in conformity with accounting principles generally accepted in the United States requires man-

agement to make estimates and assumptions that affect amounts reported in the financial statements and accompanying notes. Actual

results may differ from those estimates.

Real Estate Pro p e rt i e s

Real estate properties are recorded at cost. Transaction fees and acquisition costs are included with the purchase price as appropriate.

The cost of real properties acquired is allocated between land, buildings, and personal property based upon estimated market values at the

time of acquisition. Depreciation is provided for on a straight-line basis over the following estimated useful lives:

Buildings and improvements 31.5 or 39.0 years

Personal property 3.0 to 7.0 years

Restricted Ca s h

Restricted cash includes security deposits and other funds set aside for capital expenditures on certain investments of the Company. The

Company had no restricted cash at December 31, 2001.

Mo rtgage Notes Re c e i va b l e

Mortgage notes receivable, substantially all of which were acquired in a 1998 acquisition, were recorded at their fair value at the date of

acquisition. As of December 31, 2001, the mortgage portfolio had a weighted average maturity of approximately 4.8 years. Interest rates

ranged from 8.34% to 14.04% and are generally adjustable each year to reflect actual increases in the Consumer Price Index subject to var-

ious minimum increases. Substantially all of the mortgages are subject to a prepayment penalty.

Cash and Cash Eq u i va l e n t s

Short-term investments with maturities of three months or less at date of purchase are classified as cash equivalents.

Federal Income Taxes

No provision has been made for federal income taxes. The Company intends at all times to qualify as a real estate investment trust under

Sections 856 through 860 of the Internal Revenue Code of 1986, as amended. The Company must distribute at least 90% per annum

(95% for years prior to 2001) of its real estate investment trust taxable income to its stockholders and meet other requirements to contin-

ue to qualify as a real estate investment trust.

Notes to
C O N S O L I D A T E D F I N A N C I A L S T A T E M E N T S


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Other Assets

Other assets consist primarily of receivables, deferred costs and intangible assets. Deferred financing costs are amortized over the term

of the related credit facility using the interest method. Intangible assets are amortized straight-line over the applicable lives of the assets,

which range from three to forty years. Accumulated amortization was $2.9 million and $2.8 million at December 31, 2001 and 2000,

respectively.

Revenue Recognition

Rental income related to noncancelable operating leases is recognized as earned over the life of the lease agreements on a straight-line

basis. Any additional rent, as defined in each lease agreement, is recognized as earned. The Company had two customers in each of the

years ended 2001, 2000 and 1999 who accounted for more than 10% of the Company’s revenues. Healthsouth and HCA Inc. accounted

for 13% and 11%, respectively, of revenues for each of the three years 2001, 2000 and 1999.

Stock Issued to Employees

The Company has elected to follow Accounting Principles Board ("APB") Opinion No. 25, "Accounting for Stock Issued to Employees"

and related interpretations in accounting for its stock issued to employees.

Net Income Per Share

Basic earnings per share is calculated using weighted average shares outstanding less issued and outstanding but unvested restricted shares

of Common Stock.

Diluted earnings per share is calculated using weighted average shares outstanding plus the dilutive effect of conve rtible debt and re s t r i c t-

ed shares of Common Stock and outstanding stock options, using the tre a s u ry stock method and the average stock price during the period.

Reclassification

Certain reclassifications have been made in the financial statements for the years ended 2000 and 1999 to conform to the 2001 pre-

sentation. These reclassifications had no effect on the results of operations as previously reported.

2 .   R E A L E S T A T E P R O PE R T Y L E A S E S

The Company’s properties are generally leased or supported pursuant to noncancelable, fixed-term operating leases and other financial

support arrangements with expiration dates from 2002 to 2023. Some leases and financial arrangements provide for fixed rent renewal

terms of five years, or multiples thereof, in addition to market rent renewal terms. The leases generally provide the lessee, during the term

of the lease and for a short period thereafter, with an option and a right of first refusal to purchase the leased property. Each lease general-

ly requires the lessee to pay minimum rent, additional rent based upon increases in the Consumer Price Index or increases in net patient

revenues (as defined in the lease agreements), and all taxes (including property tax), insurance, maintenance and other operating costs asso-

ciated with the leased property.

Future minimum lease and guaranty payments under the noncancelable operating leases and financial support arrangements as of

December 31, 2001 are as follows (in thousands):

2002 $ 155,429

2003 159,372

2004 146,769

2005 138,491

2006 134,824

2007 and thereafter 589,892

$ 1,324,777

Notes to
C O N S O L I D A T E D F I N A N C I A L S T A T E M E N T S


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3 .  R E A L E S T A T E P R O PE R T I E S

The following table summarizes the Company’s real estate properties by type of facility and by state as of December 31, 2001 (dollars
in thousands).

Buildings and
Number of Im p rove m e n t s Pe r s o n a l Ac c u m u l a t e d
Facilities ( 1 ) L a n d and CIP Pro p e rt y To t a l De p re c i a t i o n

An c i l l a ry hospital facilities:
California 9 $ 18,380 $ 62,428 $ 68 $ 80,876 $ 9,811
Florida 10 4,015 65,712 117 69,844 10,311
Nevada 2 2,293     48,274 25 50,592 4,782
Texas 9 8,182 55,561 281 64,024 11,072
Virginia 9 13,693 67,967 89 81,749 9,155
Other states 20 13,457 152,366 70 165,893 12,156

59 60,020 452,308 650 512,978 57,287
Skilled Nursing Fa c i l i t i e s :

Colorado 3 2,525 18,916 0 21,441 2,416
Oklahoma 5 120 12,931 0 13,051 680
Pennsylvania 3 479 20,138 0 20,617 2,031
Texas 2 1,796 17,670 0 19,466 2,246
Virginia 6 1,452 34,958 0 36,410 2,405
Other states 14 7,327 72,548 215 80,090 12,815

33 13,699 177,161 215 191,075 22,593
Physician Clinics:

Florida 9 11,620 43,222 51 54,893 6,445
Illinois 1 207 11,473 0 11,680 1,150
Massachusetts 4 3,137 23,686 0 26,823 2,379
Tennessee 5 2,942 8,337 0 11,279 802
Texas 1 5,134 11,804 0 16,938 1,184
Other states 11 4,920 26,728 1 31,649 2,998

31 27,960 125,250 52 153,262 14,958
C o m p re h e n s i ve Am b u l a t o ry Ca re Ce n t e r s :

Arizona 1 2,095 10,160 6 12,261 717
California 1 3,375 25,623 2 29,000 2,972
Florida 6 2,008 54,831 12 56,851 5,009
Missouri 3 3,726 23,370 4 27,100 2,189
Texas 2 1,644 20,241 75 21,960 4,520

13 12,848 134,225 99 147,172 15,407
Medical Office Bu i l d i n g s :

Florida 2 2,026 7,558 1 9,585 726
Tennessee 1 1,734 9,015 5 10,754 903
Texas 2 1,161 9,099 444 10,704 2,272
Virginia 4 1,927 12,332 129 14,388 2,001
Other States 1 0 3,549 0 3,549 0

10 6,848 41,553 579 48,980 5,902
Inpatient Rehabilitation Fa c i l i t i e s :

Alabama 1 0 17,722 0 17,722 1,471
Florida 1 0 11,703 0 11,703 972
Pennsylvania 6 4,719 107,529 0 112,248 10,158
Texas 1 1,116 11,800 0 12,916 1,185

9 5,835 148,754 0 154,589 13,786
Assisted Living Fa c i l i t i e s :

Florida 3 2,016 21,143 0 23,159 1,335
New Jersey 2 1,809 16,825 0 18,634 1,546
Pennsylvania 7 1,425 28,971 0 30,396 2,830
Texas 8 0 70,988 12 71,000 7,113
Virginia 3 889 16,130 0 17,019 1,602
Other states 16 3,736 65,387 0 69,123 4,716

39 9,875 219,444 12 229,331 19,142
Other Inpatient Fa c i l i t i e s :

Michigan 1 4,405 9,153 0 13,558 923
Pennsylvania 1 0 2,901 0 2,901 0
Texas 1 506 5,386 0 5,892 570

3 4,911 17,440 0 22,351 1,493
Other Outpatient Fa c i l i t i e s :

Alabama 2 817 10,604 8 11,429 2,542
Florida 2 3,111 6,370 0 9,481 468
Missouri 1 849 3,621 0 4,470 362
Mississippi 1 538 3,723 30 4,291 812
Nevada 1 940 2,861 0 3,801 547
Other states 5 1,271 7,889 8 9,168 1,004

12 7,526 35,068 46 42,640 5,735
Corporate Property 0 0 6,162 6,162 2,573
Total Property 209 $ 149,522 $ 1,351,203 $ 7,815 $ 1,508,540 $ 158,876

(1) Includes four lessee deve l o p m e n t s .

Notes to
C O N S O L I D A T E D F I N A N C I A L S T A T E M E N T S


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4 .  N O T E S A N D B O N D S P A Y A B L E

Notes and bonds payable at December 31, 2001 and 2000 consisted of the following (in thousands):

December 31,

2001 2000

Unsecured credit facility due 2001 $ 0 $ 265,000

Unsecured credit facility due 2004 3 8 , 0 0 0 0

Term loan facility 0 25,000

Senior notes due 2002 1 8 , 0 0 0 36,000

Senior notes due 2006 7 0 , 0 0 0 70,000

Senior Notes due 2011, net 2 9 8 , 9 0 6 0

6.55% Convertible subordinated debentures, net 0 74,501

10.50% Convertible subordinated debentures, net 0 3,351

Mortgage notes payable 7 5 , 6 4 9 57,096

Other note payable 4 , 6 6 7 5,833

$ 5 0 5 , 2 2 2 $ 536,781

Un s e c u red Credit Fa c i l i t y

In July 2001, the Company entered into a $150 million credit facility (the "Unsecured Credit facility due 2004"). This credit facility

replaced the $300 million credit facility (the "Unsecured Credit Facility due 2001") which was fully retired and terminated in May 2001

with proceeds from the sale of $300 million Senior Notes due 2011. The Unsecured Credit Facility due 2004 bears interest at LIBOR rates

plus 1.15%, payable quarterly, and matures in July 2004. In addition, the Company pays a facility fee of 0.2% on the commitment. The

Unsecured Credit Facility due 2004 contains certain representations, warranties, and financial and other covenants customary in such loan

agreements. At December 31, 2001, the Company had available borrowing capacity of $112.0 million under the Unsecured Credit Facility

due 2004.

Te rm Loan Fa c i l i t y

In 1998, the Company entered into a $200.0 million term loan facility (the "Term Loan Facility"). The Term Loan Facility was fully

repaid in April 2001. 

Senior Notes due 2002

On September 18, 1995, the Company privately placed $90.0 million of unsecured senior notes (the "Senior Notes due 2002") with

16 institutions. The Senior Notes due 2002 bear interest at 7.41%, payable semi-annually, and mature on September 1, 2002.  The remain-

ing balance of $18.0 million is due September 1, 2002. The note agreements pursuant to which the Senior Notes due 2002 were purchased

contain certain representations, warranties and financial and other covenants customary in such loan agreements.

Senior Notes due 2006

On April 7, 2000, the Company privately placed $70.0 million of unsecured senior notes (the "Senior Notes due 2006") with multi-

ple purchasers affiliated with two lending institutions. The Senior Notes due 2006 bear interest at 9.49%, payable semi-annually, and

mature on April 1, 2006. On April 1, 2004 and 2005, the Company must repay $20.3 million of the principal with the remaining prin-

cipal balance of $29.4 million payable upon maturity. The note agreements pursuant to which the Senior Notes due 2006 were purchased

contain certain representations, warranties and financial and other covenants customary in such loan agreements.

Notes to
C O N S O L I D A T E D F I N A N C I A L S T A T E M E N T S


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Notes to
C O N S O L I D A T E D F I N A N C I A L S T A T E M E N T S



Senior Notes due 2011

In May 2001, the Company publicly issued $300.0 million unsecured senior notes due 2011 (the "Senior Notes due 2011"). The Senior

Notes due 2011 bear interest at 8.125%, payable semi-annually on May 1 and November 1, beginning November 1, 2001, and are due

on May 1, 2011, unless redeemed earlier by the Company. The notes were issued at a discount of approximately $1.5 million, yielding a

8.202% interest rate per annum. A portion of the net proceeds from the issuance of the Senior Notes due 2011 were used to fully retire

in May 2001 the Unsecured Credit Facility due 2001. The balance was used as a portion of the funds for the redemption of the 6.55%

and 10.5% Convertible Subordinated Debentures in July 2001.

Upon repayment of the Term Loan Facility in April 2001 and the repayment of the Unsecured Credit Facility due 2001 in May 2001,

the Company’s outstanding debt was primarily fixed rate. The Company’s practice and objective has been to protect itself against changes

in fair value due to changes in market interest rates by maintaining a mix of variable and fixed rate debt. In order to accomplish this objec-

tive, in June 2001, the Company entered into interest rate swap agreements with two lending institutions for notional amounts totaling

$125.0 million which are expected to offset changes in the fair value of $125.0 million of the Senior Notes due 2011. In both interest rate

swaps, the Company receives an 8.125% fixed rate and pays a variable rate of LIBOR plus 1.99%, set in arrears, with semi-annual settle-

ment dates each May 1 and November 1. The swaps are not callable for the first five years. After five years, the swaps are callable, at fair

value, by either party if, and only if, the other party is downgraded below investment grade by two or more credit rating agencies. These

derivative instruments meet all requirements of a fair value hedge and are accounted for using the "shortcut method" as set forth in FAS

133. As such, changes in fair value will have no impact on the income statement. At December 31, 2001, the fair value of the hedge is

reported in other assets with an offsetting increase to the Senior Notes due 2011 included in notes and bonds payable on the Company’s

balance sheet.

C o n ve rtible Su b o rdinated De b e n t u re s

In 1998, the Company assumed in an acquisition and recorded at fair value $74.7 million aggregate face value amount of 6.55%

Convertible Subordinated Debentures (the "6.55% Debentures") and $3.8 million aggregate face value amount of 10.5% Subordinated

Debentures (the "10.5% Debentures"). During the second quarter of 2001, the Company notified the holders of the 6.55% Debentures

and 10.5% Debentures that it was exercising its call option. During the call period, holders converted $3.3 million principal amount of

these debentures into 169,686 shares of the Company’s common stock. On July 11, 2001, the Company redeemed the 6.55% Debentures

for a total redemption price, including unpaid interest, of $1,015 per $1,000 principal amount and redeemed the 10.5% Debentures for

a total redemption price, including unpaid interest, of $1,044 per $1,000 principal amount.

These redemptions of the 6.55% Debentures and 10.5% Debentures, which totaled approximately $74.7 million, were funded from

proceeds of the Senior Notes due 2011 and the Unsecured Credit Facility due 2004.

Mo rtgage Notes Pa y a b l e

At December 31, 2001, the Company had outstanding 13 non-recourse mortgage notes payable, with the related collateral, as follows

(dollars in millions):

C o n t r a c t u a l

Collateral at Balance at

Or i g i n a l Ef f e c t i ve Ma t u r i t y December 31, December 31, 

Mo rt g a g o r Ba l a n c e In t e rest Rate Da t e C o l l a t e r a l 2 0 0 1 2 0 0 1

Life Insurance Co. $ 23.3 7.765% 7/26 Ancillary hospital facility $ 43.7 $ 22.1

Life Insurance Co. 4.7 7.765% 1/17 Ancillary hospital facility 10.8 4.1

Life Insurance Co. 17.1 7.765% 4/04 Two ambulatory surgery centers 37.5 16.0

& one ancillary hospital facility

Commercial Bank 35.0 7.220% 5/11 Nine ancillary hospital facilities 78.1 33.4

& one physician clinic

$ 170.1 $ 75.6
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The $23.3 million note is payable in monthly installments of principal and interest based on a 30-year amortization with the final pay-

ment due in July 2026. The $4.7 million note is payable in monthly installments of principal and interest based on a 20-year amortiza-

tion with the final payment due in January 2017. The three notes totaling $17.1 million are payable in monthly installments of principal

and interest based on a 25-year amortization with a balloon payment of the unpaid balance in September 2004. The eight notes totaling

$35.0 million and the related collateral are held by special purpose entities whose sole members are wholly owned subsidiaries of the

Company. These eight fully amortizing notes are payable in monthly installments of principal and interest and mature in May 2011. The

contractual interest rates for the 13 outstanding mortgage notes range from 7.22% to 8.50%. In the third quarter of 2001, the Company

repaid four mortgage notes payable due 2003 totaling $14.2 million.

Other Note Pa y a b l e

On July 31, 1999, the Company entered into a $7.0 million note with a commercial bank. The note bears interest at 7.53%, is payable

in equal semi-annual installments of principal and interest and fully amortizes in July 2005. 

Other Long-Te rm Debt In f o rm a t i o n

Future maturities of long-term debt are as follows (in thousands):

2002 $ 22,006

2003 4,616

2004 78,202

2005 25,069

2006 33,290

2007 and thereafter 342,039

$ 505,222

During the years ended December 31, 2001, 2000 and 1999, interest paid totaled $37.8 million, $43.1 million and $41.5 million, and

capitalized interest totaled $2.0 million, $1.8 million and $1.9 million, respectively.

5 .   S T O C K H O L D E R S ’  E Q U I T Y

The Company had common and preferred shares outstanding for each of the three years ended December 31, as follows:

Year Ended December 31,

2001 2000 1999

Common Shares

Balance, beginning of period 4 0 , 3 1 4 , 3 9 9 40,004,579 39,792,775

Issuance of stock 9 1 9 , 6 5 6 206,603 210,754

Shares awarded as deferred stock compensation 2 3 1 , 8 6 4 103,217 1,050

Balance, end of period 4 1 , 4 6 5 , 9 1 9 40,314,399 40,004,579

Preferred Shares

Balance, beginning of period 3 , 0 0 0 , 0 0 0 3,000,000 3,000,000

Issuance of stock – – –

Balance, end of period 3 , 0 0 0 , 0 0 0 3,000,000 3,000,000

Notes to
C O N S O L I D A T E D F I N A N C I A L S T A T E M E N T S


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The Company’s 8 7/8% Series A Voting Cumulative Preferred Stock (the "Preferred Stock"), par value $.01 per share, is senior to the

Company’s common stock with respect to dividend rights and rights upon dissolution of the Company. Holders of the Preferred Stock are

entitled to receive cumulative preferential cash dividends of 8 7/8 % per annum of the liquidation preference of $25.00 per share payable

quarterly, in arrears.  On or after September 30, 2002, the Company, at its option, may redeem the Preferred Stock, in whole or in part,

at any time or from time to time, at the redemption price of $25.00 per share. The holder of each share of the Preferred Stock has one

vote, together with the holders of common stock, on all matters on which stockholders may vote.

In December 2001, the Company sold 525,000 shares of common stock, par value $.01 per share, in an underwritten public offering.

The net proceeds of $14.0 million were used to repay outstanding indebtedness under the Unsecured Credit Facility due 2004, to fund

development commitments and for general corporate purposes.

Comprehensive income is the same as net income for the Company.

6 .   B E N E F I T P L A N S

Exe c u t i ve Re t i rement Pl a n

The Company has an Executive Retirement Plan, under which an executive designated by the Compensation Committee of the Board

of Directors may receive upon normal retirement (defined to be when the executive reaches age 65 and has completed five years of service

with the Company) 60% of the executive’s final average earnings (defined as the average of the executive’s highest three years’ earnings)

plus 6% of final average earnings times years of service after age 60 (but not more than five years), less 100% of certain other retirement

benefits received by the executive.

Re t i rement Plan for Outside Dire c t o r s

The Company has a retirement plan for outside directors which upon retirement will pay annually, for a period not to exceed 15 years,

an amount equal to the director’s pay immediately preceding retirement from the Board.

Re t i rement Plan In f o rm a t i o n

Net expense for both the Executive Retirement Plan and the Retirement Plan for Outside Directors (the "Plans") for the two years in

the period ended December 31, 2001 is comprised of the following (in thousands):

2001 2000

Service cost $ 3 9 2 $ 304

Interest cost 2 4 3 192

Other 1 4 0

$ 6 4 9 $ 496

Notes to
C O N S O L I D A T E D F I N A N C I A L S T A T E M E N T S


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The Plans are unfunded and benefits will be paid from earnings of the Company. The following table sets forth the benefit obligations

at December 31, 2001 and 2000 (in thousands).

2001 2000

Benefit obligation at beginning of year $ 2 , 9 5 0 $ 2,324

Service cost 3 9 2 304

Interest cost 2 4 3 192

Other 1 4 0

Actuarial gain (loss) 5 3 5 130

Benefit obligation at end of year 4 , 1 3 4 2,950

Unrecognized net actuarial (gain) loss ( 4 5 2 ) 84

Net pension liability in accrued liabilities $ 3 , 6 8 2 $ 3,034

Accounting for the Executive Retirement Plan for the years ended December 31, 2001 and 2000 assumes discount rates of 7.40% and

7.73%, respectively, and a compensation increase rate of 2.7%. Accounting for the Retirement Plan for Outside Directors assumes dis-

count rates of 7.40% and 7.73%, respectively.

7 .  S T O C K P L A N S

1993 Em p l oyees Stock In c e n t i ve Pl a n

The Company is authorized to issue stock representing up to 7.5% of its outstanding shares of common stock (the "Employee Plan

Shares") under the 1993 Employees Stock Incentive Plan (the "Employee Plan"). As of December 31, 2001 and 2000, the Company had

a total of 2,256,346 and 2,401,396 Employee Plan Shares authorized, respectively, that had not been issued. Unless terminated earlier, the

Employee Plan will terminate on January 1, 2003. As of December 31, 2001 and 2000, the Company had issued a total of 853,598 and

622,184, and had specifically reserved, but not issued, a total of 333,750 and 445,000 Employee Plan Shares (the "Reserved Stock"),

respectively, for performance-based awards to employees under the Employee Plan. The Employee Plan Shares are subject to fixed vesting

periods varying from three to twelve years beginning on the date of issue. If an employee voluntarily terminates employment with the

Company before the end of the vesting period, the shares are forfeited, at no cost to the Company. Once the Employee Plan Shares have

been issued, the employee has the right to receive dividends and the right to vote the shares. For 2001 and 2000, compensation expense

resulting from the amortization of the value of these shares was $1.9 million and $1.4 million, respectively.

No n - Em p l oyee Dire c t o r s’ Stock Pl a n

Pursuant to the 1995 Restricted Stock Plan for Non-Employee Directors (the "1995 Directors’ Plan"), the directors’ stock vests in each

director upon the date three years from the date of issue and is subject to forfeiture prior to such date upon termination of the director’s

service, at no cost to the Company. As of December 31, 2001 and 2000, the Company had a total of 83,977 and 84,427 authorized shares

under the 1995 Directors’ Plan, respectively, that had not been issued. As of December 31, 2001 and 2000, the Company had issued a

total of 16,023 and 15,573 shares, respectively, pursuant to the 1995 Directors’ Plan. For 2001 and 2000, compensation expense result-

ing from the amortization of the value of these shares was $12,637 and $24,516, respectively.

Dividend Re i n vestment Pl a n

The Company is authorized to issue 1,000,000 shares of common stock under the Dividend Reinvestment Plan. As of December 31,

2001 and 2000, the Company had a total of 789,582 and 820,337 shares authorized, respectively, that had not been issued.

Notes to
C O N S O L I D A T E D F I N A N C I A L S T A T E M E N T S
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Em p l oyee Stock Pu rchase Pl a n

Effective January 2000, the Company adopted the 2000 Employee Stock Purchase Plan (the "2000 Employee Purchase Plan") pursuant

to which the Company is authorized to issue shares of common stock. The 2000 Employee Purchase Plan effectively replaces a 1995

Employee Purchase Plan (the "1995 Employee Purchase Plan"), although options issued under the 1995 Employee Purchase Plan prior to

2000 remain exercisable until their scheduled expiration date. As of December 31, 2001 and 2000, the Company had a total of 628,211

and 662,525 shares authorized collectively under the 2000 and 1995 Employee Purchase Plans, respectively, which had not been issued or

optioned. Under the 2000 Employee Purchase Plan, each eligible employee as of January 2000 and each subsequent January 1 has been

granted an option to purchase up to $25,000 of common stock at the lesser of 85% of the market price on the date of grant or 85% of

the market price on the date of exercise of such option (the "Exercise Date"). The number of shares subject to each year’s option becomes

fixed on the date of grant. Options granted under both the 2000 and 1995 Employee Purchase Plans expire if not exercised 27 months

after each such option’s date of grant.

A summary of the Employee Purchase Plans’ collective activity and related information for the years ended December 31 is as follows:

All Options

2001 2000 1999
Outstanding, beginning of year 2 6 6 , 0 0 7 158,605 85,716
Granted 2 0 4 , 6 2 4 289,272 144,886
Exercised ( 3 9 , 3 5 9 ) (2,892) (5,524)
Forfeited ( 9 0 , 6 7 8 ) (136,003) (37,775)
Expired ( 7 9 , 6 3 2 ) (42,975) (28,698)
Outstanding and exercisable at end of year 2 6 0 , 9 6 2 266,007 158,605
Weighted-average fair value of options granted during the year

(calculated as of the grant date) $ 2 . 4 1 $ 1.68 $ 0.76
Weighted-average exercise price of options exercised during the year $ 1 5 . 5 7 $ 14.84 $ 18.00
Weighted-average exercise price of options outstanding 

(calculated as of December 31) $ 1 6 . 7 2 $ 17.72 $ 22.57
Range of exercise prices of options outstanding 

(calculated as of December 31) $1 4 . 9 8 - $ 2 3 . 7 5 $14.98-$23.76 $ 19.52-$23.76
Weighted-average contractual life of outstanding options 

(calculated as of December 31, in years) 0 . 8 0.9 1.0

The fair value for these options was estimated at the date of grant using a Black-Scholes options pricing model with the following

assumptions for 2001, 2000 and 1999: risk-free interest rates of 2.47%, 5.36% and 6.24%; dividend yields of 8.50%, 13.05% and 9.87%;

volatility factors of the expected market price of the Company’s common stock of .185, .187 and .178; and an expected life of each option

of 1.13 years, respectively.

The Company recognized no compensation expense related to the 2000 Employee Purchase Plan. If compensation expense had been

recognized, the pro-forma effect on net income and earnings per share for the three years in the period ended December 31, 2001, calcu-

lated in accordance with Statement of Financial Accounting Standards No. 123 "Accounting for Stock-Based Compensation," would have

been as follows (dollars in thousands, except for per share data):

2001 2000 1999

Pro-forma net income $ 7 9 , 3 9 4 $ 79,315 $ 85,917

Pro-forma earnings per share

Basic $ 1 . 8 3 $ 1.84 $ 2.02

Assuming dilution $ 1 . 8 0 $ 1.81 $ 1.99

Notes to
C O N S O L I D A T E D F I N A N C I A L S T A T E M E N T S
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8 .  N E T I N C O M E P E R S H A R E

The table below sets forth the computation of basic and diluted earnings per share as required by FASB Statement No. 128 for the three

years in the period ended December 31, 2001 (dollars in thousands, except per share data).

Year Ended December 31, 

2001 2000 1999

Basic EPS

Average Shares Outstanding 4 0 , 6 7 8 , 0 6 9 40,151,220 39,857,587

Actual Restricted Stock Shares ( 8 3 7 , 7 8 4 ) (606,820) (530,993)

Denominator – Basic 3 9 , 8 4 0 , 2 8 5 39,544,400 39,326,594

Net income $ 7 9 , 8 8 7 $ 79,801 $ 86,027

Preferred Stock Dividend ( 6 , 6 5 6 ) (6,657) (6,656)

Numerator – Basic $ 7 3 , 2 3 1 $ 73,144 $ 79,371

Per share amount $ 1 . 8 4 $ 1.85 $ 2.02

Diluted EPS

Average Shares Outstanding 4 0 , 6 7 8 , 0 6 9 40,151,220 39,857,587

Actual Restricted Stock Shares ( 8 3 7 , 7 8 4 ) (606,820) (530,993)

Dilution for Convertible Debentures 0 181,136 0

Restricted Shares – Treasury 5 0 8 , 7 3 7 533,955 482,496

Dilution For Employee Stock Purchase Plan 1 1 4 , 1 3 6 41,918 1,216

Denominator – Diluted 4 0 , 4 6 3 , 1 5 8 40,301,409 39,810,306

Numerator – Basic $ 7 3 , 2 3 1 $ 73,144 $ 79,371

Convertible Subordinated Debenture Interest 0 275 0

Numerator – Diluted $ 7 3 , 2 3 1 $ 73,419 $ 79,371

Per share amount $ 1 . 8 1 $ 1.82 $ 1.99

9 .  C O M M I T M E N T S A N D C O N T I N G E N C I E S

As of December 31, 2001, the Company had a net investment of approximately $18.3 million in four build-to-suit developments in

progress, which have a total remaining funding commitment of approximately $13.3 million.

As part of the merger with Capstone Capital Corporation ("Capstone") in 1998, agreements were entered into with three individuals

affiliated with Capstone that restrict competitive practices and which the Company believes will protect and enhance the value of the real

estate properties acquired from Capstone. These agreements provide for the issuance of 150,000 shares per year of common stock of the

Company to the individuals on October 15 of the years 1999, 2000, 2001, and 2002, provided all terms of the agreements are met. The

Company issued 150,000 shares during 2001, 2000 and 1999 pursuant to these agreements.

On March 22, 1999, HR Acquisitions I Corporation, formerly known as Capstone Capital Corporation ("HRT"), a wholly-owned sub-

sidiary of the Company, filed suit against Medistar Corporation and its affiliate, Medix Construction Company in United States District

Court for the Northern District of Alabama, Southern Division. HRT sought damages in excess of four million dollars for a variety of

claims arising out of the development and construction of four real estate projects located in different parts of the United States.  Medistar

and Medix served as the developer and contractor, respectively, for the projects. On June 10, 1999, Medistar and Medix filed its answer

and counterclaim asserting a variety of alleged legal theories, claims for damages for alleged deficiencies by HRT and the Company in the

performance of alleged obligations, and for damage to their business reputation. On December 12, 2001, the parties settled the case which

was dismissed with prejudice on January 8, 2002. The settlement has no material financial effect on the Company.

Notes to
C O N S O L I D A T E D F I N A N C I A L S T A T E M E N T S



hr2001_fin  3/25/02  3:42 PM  Page 23



1 0 .  O T H E R D A T A

Funds From Op e rations (Un a u d i t e d )

Funds from operations, as defined by the National Association of Real Estate In vestment Trusts, Inc. ("NAREIT") 1999 White Pa p e r,

means net income before net gains on sales of real estate pro p e rties (computed in accordance with generally accepted accounting principles)

plus depreciation from real estate assets. The Company calculates its funds from operations ("FFO") using a modified version of the

N A R E I T’s October 1999 definition of funds from operations. The Company eliminates straight-line rental re venue in computing FFO

although NAREIT’s definition of funds from operations re q u i res the inclusion of straight-line rental re venue in funds from operations. In

2001, the Company also excluded certain debt-related charges in computing FFO, and in 2000 excluded its provision for loss on inve s t m e n t

in computing FFO although NAREIT’s definition of funds from operations re q u i res its inclusion. The Company considers FFO to be an

i n f o r m a t i ve measure of the performance of an equity real estate investment trust ("REIT") and consistent with measures used by analysts to

e valuate equity REITs. FFO does not re p resent cash generated from operating activities in accordance with accounting principles generally

accepted in the United States, is not necessarily indicative of cash available to fund cash needs, and should not be considered as an alterna-

t i ve to net income as an indicator of the Company’s operating performance or as an alternative to cash flow as a measure of liquidity.

Management believes the Company’s FFO is not directly comparable to other healthcare REIT’s, which own a portfolio of triple net

leased properties or mortgages, as the Company develops projects through a development and lease-up phase before they reach their tar-

geted cash flow returns. Furthermore, the Company eliminates in consolidation, fee income for developing, leasing and managing owned

properties and expenses or capitalizes, whichever the case may be, related internal costs.

Year Ended December 31, 

(Dollars in thousands, except per share data) 2001 2000 1999

Income before net gain (loss) on sale of real estate properties (2) $ 7 8 , 6 7 7 $ 80,469 $ 81,251

Non-recurring debt-related charges (1) 6 0 7 0 0

Elimination of rental revenues recognized 

on a straight line basis (1) ( 5 , 7 4 8 ) (7,827) (6,885)

Preferred stock dividend ( 6 , 6 5 6 ) (6,657) (6,656)

Real estate depreciation 4 0 , 0 4 2 38,393 38,017

Provision for loss on investment (1) 0 1,000 0

Total Adjustments 2 8 , 2 4 5 24,909 24,476

Funds From Operations – Basic $ 1 0 6 , 9 2 2 $ 105,378 $ 105,727

Convertible Subordinated Debenture Interest 0 275 0

Funds From Operations – Diluted $ 1 0 6 , 9 2 2 $ 105,653 $105,727

Weighted average common shares outstanding – Basic 3 9 , 8 4 0 , 2 8 5 39,544,400 39,326,594

Weighted average common shares outstanding – Diluted 4 0 , 4 6 3 , 1 5 8 40,301,409 39,810,306

Funds From Operations Per Common Share – Basic $ 2 . 6 8 $ 2.66 $ 2.69

Funds From Operations Per Common Share – Diluted $ 2 . 6 4 $ 2.62 $ 2.66

(1) The Company calculates its FFO using a modified version of NAREIT’s October 1999 definition of funds from operations. The Company eliminates
straight-line rental revenue in computing FFO although NAREIT’s definition of funds from operations requires the inclusion of straight-line rental revenue.
Likewise, in 2001 the Company excluded certain debt-related charges in computing FFO, and in 2000 excluded its provision for loss on investment in com-
puting FFO although NAREIT’s definition of funds from operations requires its inclusion. If the Company had followed NAREIT’s definition of funds from
operations, as other healthcare REIT’s do, FFO on a diluted basis would have been $2.77, $2.79, and $2.83 per common share for the twelve months ended
December 31, 2001, December 31, 2000, and December 31, 1999, respectively.

(2) 2001, 2000, and 1999 amounts include $1.9 million, $1.4 million and $1.2 million, respectively, of stock-based, long-term, incentive compensation
expense, a non-cash expense.

Notes to
C O N S O L I D A T E D F I N A N C I A L S T A T E M E N T S
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Notes to
C O N S O L I D A T E D F I N A N C I A L S T A T E M E N T S



Taxable In c o m e

The Company has elected to be taxed as a real estate investment trust ("REIT"), as defined under the Internal Re venue Code of 1986, as

amended. To qualify as a REIT, the Company must meet a number of organizational and operational re q u i rements, including a re q u i re m e n t

that it currently distribute at least 90% (95% for years prior to 2001) of its taxable income to its stockholders. 

As a REIT, the Company generally will not be subject to federal income tax on taxable income it distributes currently to its stockhold-

ers. Ac c o rd i n g l y, no provision for federal income taxes has been made in the accompanying consolidated financial statements. If the

Company fails to qualify as a REIT, for any taxable ye a r, then it will be subject to federal income taxes at regular corporate rates, including

any applicable alternative minimum tax, and may not be able to qualify as a REIT for four subsequent taxable years. Even if the Company

qualifies as a REIT, it may be subject to certain state and local taxes on its income and pro p e rty and to federal income and excise tax on its

undistributed taxable income.

Earnings and profits, the current and accumulated amounts of which determine the taxability of distributions to stockholders, varies fro m

net income because of different depreciation re c ove ry periods and methods, and other items.

The following table reconciles the Company’s consolidated net income to taxable income for the three years ended December 31, 2001

(dollars in thousands).

2001 2000 1999

Net income $ 7 9 , 8 8 7 $ 7 9 , 8 0 1 $ 86,027 

De p reciation and amortization (1) 41,126 39,507 39,039 

De p reciation and amortization ( 2 ) ( 3 3 , 6 2 5 ) ( 3 0 , 9 9 6 ) ( 2 9 , 8 7 3 )

Gain or loss on disposition of depreciable assets 767 ( 3 4 3 ) ( 1 , 8 3 7 )

Straight line rent ( 5 , 7 4 9 ) ( 7 , 8 2 7 ) ( 6 , 8 8 5 )

Other 8 0 2 1,148 ( 3 , 3 7 9 )

3,321 1,489 ( 2 , 9 3 5 )

Taxable income ( 3 ) $ 8 3 , 2 0 8 $ 8 1 , 2 9 0 $ 83,092 

(1) Per Statements of Income
(2) Tax basis
(3) Before REIT dividend paid deduction

Re t u rn of Ca p i t a l

Distributions in excess of earnings and profits generally constitute a return of capital. For the years ended December 31, 2001, 2000 and

1999, dividends paid per share of common stock we re $2.31, $2.23 and $2.15, re s p e c t i ve l y, which consisted of ord i n a ry income per share

of $1.95, $1.90 and $2.00 and return of capital per share of $0.36, $0.33 and $0.15 re s p e c t i ve l y. For the years ended December 31, 2001,

2000 and 1999, dividends paid per share of pre f e r red stock we re $2.22 for each ye a r, all of which was ord i n a ry income.

1 1 .  F A I R V A L U E O F F I N A N C I A L I N S T RU M E N T S

The carrying amounts of cash and cash equivalents, receivables and payables are a reasonable estimate of their fair value at December

31, 2001 and 2000 due to their short term nature. The fair value of notes and bonds payable is estimated using cash flow analyses at

December 31, 2001 and 2000, based on the Company’s current interest rates for similar types of borrowing arrangements. The carrying

amount of the Company’s notes and bonds payable at December 31, 2001 and 2000 was approximately $14.4 million less than fair value

and $13.8 million greater than the fair value, respectively. The carrying amount of the Company’s mortgage notes receivable at December

31, 2001 and 2000 was approximately $2.6 million less than the fair value and $2.2 million greater than the fair value, respectively.
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C O N S O L I D A T E D F I N A N C I A L S T A T E M E N T S
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1 2 .  S U B S E Q U E N T E V E N T S

On Ja n u a ry 22, 2002, the Company declared an increase in its quarterly common stock dividend from $.585 per share ($2.34 annualize d )

to $.59 per share ($2.36 annualized) payable on Ma rch 6, 2002 to shareholders of re c o rd on Fe b ru a ry 15, 2002. The Company also announced

its quarterly pre f e r red stock dividend of $.55469 per share ($2.22 annualized) payable on Fe b ru a ry 28, 2002 to shareholders of re c o rd on

Fe b ru a ry 15, 2002. 

1 3 .  S E L E C T E D Q U A RT E R L Y F I N A N C I A L D A T A ( U N A U D I T E D )

Quarterly financial information for the years ended December 31, 2001 and 2000 is summarized below:

Qu a rter En d e d

( In thousands, except per share data) Ma rch 31 June 30 September 30 December 31
2 0 0 1

Total revenue $ 4 8 , 2 2 9 $ 4 9 , 4 9 5 $ 4 7 , 8 1 8 $ 4 8 , 9 9 6
Net income $ 2 0 , 6 4 4 $ 1 9 , 3 7 3 $ 1 9 , 7 2 3 $ 2 0 , 1 4 7
Funds from operations – Basic $ 2 6 , 5 6 6 $ 2 6 , 2 9 1 $ 2 6 , 9 6 8 $ 2 7 , 0 9 7
Funds from operations – Diluted $ 2 6 , 6 3 7 $ 2 6 , 2 9 5 $ 2 6 , 9 6 8 $ 2 7 , 0 9 7
Net income per common share - Basic $ 0 . 4 8 $ 0 . 4 5 $ 0 . 4 5 $ 0 . 4 6
Net income per common share - Diluted $ 0 . 4 7 $ 0 . 4 4 $ 0 . 4 5 $ 0 . 4 5
Funds from operations per common share – Basic $ 0 . 6 7 $ 0 . 6 6 $ 0 . 6 8 $ 0 . 6 8
Funds from operations per common share – Diluted $ 0 . 6 6 $ 0 . 6 5 $ 0 . 6 7 $ 0 . 6 7

2 0 0 0
Total revenue $ 48,259 $ 49,850 $ 49,588 $ 47,641
Net income $ 20,453 $ 21,187 $ 20,191 $ 17,970
Funds from operations – Basic $ 26,723 $ 26,336 $ 26,296 $ 26,023
Funds from operations – Diluted $ 26,723 $ 26,336 $ 26,421 $ 26,094
Net income per common share – Basic $ 0.48 $ 0.49 $ 0.47 $ 0.41
Net income per common share – Diluted $ 0.47 $ 0.49 $ 0.46 $ 0.41
Funds from operations per common share – Basic $ 0.68 $ 0.67 $ 0.67 $ 0.66
Funds from operations per common share – Diluted $ 0.67 $ 0.66 $ 0.66 $ 0.65
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Ma n a g e m e n t
B O A R D O F D I R E C T O R S &  C O R P O R A T E O F F I C E R S

B o a rd of Directors (L-R) 
David R. Em e ry

C h a i rman of the Board and Chief Exe c u t i ve Of f i c e r
Edwin B. Morris III

Managing Dire c t o r, Morris & Morse Company In c .
C. Raymond Fe rnandez M.D.

Chief Exe c u t i ve Officer and Chief Medical Of f i c e r, Piedmont Clinic
Er rol L. Biggs, Ph . D .

D i re c t o r, Center for Health Ad m i n i s t ration, Un i versity of Colora d o
Marliese E. Mo o n ey

Consultant, Hospital Op e ra t i o n s
Ba t ey M. Gresham, Jr. AIA

Fo u n d e r, Gresham Smith & Pa rt n e r s
J. Knox Singleton 

President and Chief Exe c u t i ve Of f i c e r, INOVA Health Sy s t e m s
Dan S. Wi l f o rd (not pictured) 

President and Chief Exe c u t i ve Of f i c e r, 
Memorial He rmann He a l t h c a re Sy s t e m

Timothy G. Wa l l a c e
Exe c u t i ve Vice President and Chief  Financial Of f i c e r

David R. Em e ry 
C h a i rman of the Board and Chief Exe c u t i ve Of f i c e r

Roger O. We s t
Exe c u t i ve Vice President and Ge n e ra l Counsel

Keith A. Ha rv i l l e
Vice President, Real Estate  In ve s t m e n t s

Donald L. Hu s i
Vice President, Senior Living Asset Ad m i n i s t ra t i o n

B. Douglas W h i t m a n
Associate Vice President, Real Estate  In ve s t m e n t s

Eric W. Fi s c h e r
Vice President, Real Estate  In ve s t m e n t s

J. D. Ca rter St e e l e
Senior Vice President, Asset Ad m i n i s t ra t i o n

Rita H. To d d
C o r p o rate Se c re t a ry

Michael W. Cr i s l e r
Senior Vice President, Te c h n o l o gy

Leigh Ann St a c h
Vice President, Financial Re p o rting and Contro l l e r

Scott W. Ho l m e s
Senior Vice President, Financial Re p o rt i n g

Fredrick M. Langre c k
Senior Vice President, Tre a s u re r

B. Ba rt St a r r
C h a i rman, He a l t h c a re Realty Se rv i c e s

Roland H. Ha rt
President, He a l t h c a re Realty Se rv i c e s

Anne C. Sa n b o rn
Associate Vice President , Project De ve l o p m e n t

Gi l b e rt T. Irv i n
Vice President, Op e ra t i o n s

Thomas M. Ca rn e l l
Vice President, Design and Constru c t i o n



hr2001_nar  3/25/02  2:44 PM  Page 9



C o r p o ra t e
I N F O R M A T I O N

C O R P O R AT E A D D R E S S

He a l t h c a re Realty Trust In c o r p o rated 
3310 West End Avenue, Suite 700 
Nashville, Tennessee 37203 
Phone: (615) 269-8175 
Fax: (615) 269-8461

Web Si t e : w w w. h e a l t h c a re re a l t y. c o m
Email Ad d re s s :h r i n f o @ h e a l t h c a re re a l t y. c o m

I N D E P E N D E N T P U B L I C A U D I T O R S

Ernst & Young, LLP 
Bank of America Pl a z a
Suite 2100 
414 Union St reet 
Nashville, Tennessee 37219-1779

T R A N S F E R A G E N T

Eq u i Se rve
Sh a reholder Se rv i c e s
P.O. Box 43010
Providence, Rhode Island 02940-3010 
Phone: (781) 575-3400 
Common CUSIP #: 421946104
Pre f e r red CUSIP #: 421946203
Senior Notes Due 2011 CUSIP #: 421946AE4

Web Si t e : w w w. e q u i s e rve.com 

St reet Ad d ress for Courier Se rvice 
Eq u i Se rve 
Blue Hills Office Pa rk 
Attn: Sh a reholder Se rvices 
150 Royall St reet 
Canton, Massachusetts 02021-1031

D I V I D E N D R E I N V E S T M E N T P L A N

A Dividend Re i n vestment Plan is offered as a convenience to
stockholders of re c o rd who wish to increase their holdings in
the Company. Additional shares may be purchased, without
a service or sales charge, through automatic re i n vestment of
q u a rterly cash dividends. For information write Eq u i Se rve ,
Sh a reholder Se rvices, P.O. Box 43010, Providence, Rhode
Island 02940-3010, or call (781) 575-3400.

D I R E C T D E P O S I T O F D I V I D E N D S

Di rect deposit of dividends is offered as a convenience to
stockholders of re c o rd.  For information, write Eq u i Se rve ,
Sh a reholder Se rvices, P.O. Box 43010, Providence, Rhode
Island 02940-3010, or call (781) 575-3400.

F O R M 1 0 - K
The Company has filed an Annual Re p o rt on Form 10-K for
the year ended December 31, 2001, with the Securities and
Exchange Commission. Sh a reholders may obtain a copy of
this re p o rt, without charge, by writing: In vestor Re l a t i o n s ,
He a l t h c a re Realty Trust Inc., 3310 West End Avenue, Su i t e
700, Nashville, Tennessee 37203. Or, via e-mail:
h r i n f o @ h e a l t h c a re re a l t y. c o m .

C O M M O N S T O C K

He a l t h c a re Realty Trust Incorporated common stock is
traded on The New Yo rk Stock Exchange under the symbol
HR. As of December 31, 2001, there we re approx i m a t e l y
1,665 shareholders of re c o rd. The following table shows, for
the fiscal periods indicated, the quarterly range of high and
l ow closing sales prices of the common stock.

Hi g h L ow
2 0 0 1

First Qu a rt e r $ 2 4 . 1 0 $ 2 1 . 3 8
Second Qu a rt e r 2 6 . 3 0 2 3 . 3 0
T h i rd Qu a rt e r 2 7 . 5 5 2 4 . 1 0
Fo u rth Qu a rt e r 2 8 . 2 5 2 5 . 9 6

2 0 0 0
First Qu a rt e r $ 1 8 . 3 1 $ 1 5 . 5 0
Second Qu a rt e r 1 9 . 0 0 1 5 . 8 8
T h i rd Qu a rt e r 2 1 . 4 4 1 7 . 2 5
Fo u rth Qu a rt e r 2 1 . 2 5 1 7 . 3 1

A N N U A L S H A R E H O L D E R S M E E T I N G

The annual meeting of shareholders will be held on May 14,
2002, at 10:00 a.m. at 3310 West End Avenue, Suite 700,
Nashville, Tennessee. 


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